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INTRODUCTION 

I, the-Chairman of the Public Accounts Committee, as authorised 
by the Committee, do present on their behal{, this 78th Report of the 
Committee on paragraph 1.12 of the Report of ~  Comptroller and 
Auditor General of India fOr the year 1983-84, Uni'On Government 
(Civil), Revenue Receipts, Vol. II, Direct Taxes relating to 'Reliefs 
and Refunds'. 

2. The Report of the Comptroller and Auditor  General of India 
for the year 1983-84, Union Government (Civil), Revenue Receipts, 
Vol. II, Direct Taxes was laicJ-on the Table of the House on lQ May, 
1985. - . 

3. Under the provisions of the Income-tax Act 1961 an ~  

becomes entitled to refund where tax paid by him exceeds the amount 
of tax payable Or where as a resQlt appellate orders an amount be-
comes due to him. Further, in the case of refund. not grantecJ within 
3 months from the end of the month in which totallncome was deter-
mined or order under Section 240 was passed, simple interest' at the 
rate of 15 per cent becomes payable to the assessee on the amount 
of refund. The Ministry of Finance also issued elaborate instruct1oD1s 
for prompt authorisation of refw;tds. The Committee have Jl()ted 
with concern that as against a sum of Rs. 1.03 crores paid during 1979-
80 as interest on belated refunds an amount ofRs. 7.1-2 dt'Ole8 was paid 
during 1983.64. The Committee have desired that oftlcera held direct:-
ly resPonsible for delayin'g issue of refund orders should be suitably 
penalised and that annual appraisal reports of the Commissioner of 

o ~ a  should specifically mention about performance regarding 
iSsue of refunds. - .  " c 

4. The pendency of refund applications under Section 237 of the 
Income-tax Act 1961 has risen from 15269 at the end of 1979-80 to 
37547 at the end of 1984-85, registering an increase of about 146 per 
cent. The Committee have expressed their displeasure over the 
lackadiasical approach of the department to eliminate the delay in 
disposal of refund cases. In January 1976, the CBDT issued instruC-
tionS in pursuance of the recommendation of the Direct Taxes En-
quiry Committee made in 1971 that disciplinary action should be ini-
tiated in all cases where refund vouchers were not generally issued 
within 7 days of passing of the order. These instructions remained 

(v) 



( vi) 

unattended till October 1985 when during evidence ~ representa-
tive of the Ministry informed the Committee that 'We have started 
implementation now'. The Committee have desired that the function-
ing of the income-tax wards/circles be streamlined and suitable 
punishment awarded to the erring officials. The Committee have 
also deaired w be kept informed of the success achieved in, imple-
menting the instructions i&lued in January 1976 for a period of 2 
years and also of the action taken againSt the erring staff. 

5. A number of cases of fraud involving huge amount of revenue 
have occurred in various income-tax words/charges. The Committee 
have expressed the view that these cases should be thoroughly in-
vestigated and analysed to fmd out the loopholes left in the system 
of authorisin:g refunds and to take' effective remedial measures for 
their, rectification. 

6. The Public Accounts Committee examined this para at their 
sitting held on 4 October, 1985. The Committee considered and fina-
lised this Report at their sitting held on 23 March, 1987. Minutes of 
the sitting form Part II of the Report. 

7. A statement containing (.'Onclusions and recommendation of the 
Committee is appended to i ~ Report (Appendix V). For facility of 
J"8ference these have been printed in thick type in the body of the 
Report. 

8. The Committee place on record their appreciation of the assist-
ance reodeled to them in the examination of this Paragraph by the 
OfBce of the ComptroUer and Auditor General of India. 

_ I. 'nle Committee would also like to express their thanks to the 
oftleers ot the Mlnlstry of Finance (Department of Revenue) for the 
cooperaUoD extended to them in giving information to the Committee. 

NIIW DIUr; 

I April, 1_ 
--=-=-::-:---=::-..,,---

11 a..ur., 1901 (Saka) 

E. AVYAPrJ REDDY 

Chairm4n, 

Public Account. Committee. 



Audit Paragraph 

REPORT 

REIJEFS AND REFUNDS 

Where the amount of tax paid exceeds the amount of tax payable 
the assessee is entitled to a refund of the excess. If the refund is 
not granted by the department within three months from. the end of 
the month in which the claim is made, simple interest at the prescrib-
ed rate becomes payable to the assessee on the amount, of such refund 
(vide Section 237 ;read With 243 of the Income-tax Act). 

(i) (a) The particulars of cases of refunds for which claims 
were made, the claims settled and the balance outstanding 
during 1983-84. 

l FInancial year Opcninl Claims Total No. or Balance 
Bllance receiwcl retunds outstan-

durinJtho made dinI 
year 

1979-80 . 10.843 1,25,927 1,36,770 1.21.S01 JU,269 
1980-811• 15,269 1.33,691 1.48,960 11,31.584 r 17.3761 
1981·82 ~  17,5061 1,91.S87 (2.09.093 [1.93,660 rU.43S 
1982.83 :. 15,4,33 1,34.306 '1.49.739 11.22.680 27,0591 
1983·84 '. 16,5431 . 1.50,697 ~ 1.67.2oiO 11.37,095 , 29,l461 

(b) :Ycar-wise analysis or tho balance claJms as OD 31 March. 1984. 

PiDaDclal ,ear in Which app1lcadoD 
was made 

1980-81 aDd earlier Juri 
1981·82 

1982-83 

1983-... 

. Total: 

No.ofCaaea 
peodiQ, 

20 

eo 

(H)(a) The Act also provide for refund of any amount which 
may become due to an assessee as a result of any order 
passed in appeal or other proceedings without his having 
to make any-claim in that behalf. Simple interest at the 
prescriBed rate is payable to the assessee in such cases oo~ 
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The particulars of assessments pending revision, revisions actually 
made and the no. of cases of assessment outstanding as on 31 March, 
1984. 

Fmancial year 

1979-80 • 

1980-81 • 

1981-82 • 

1982-83 • 

1983-84 . 

()peninl Assess- Total 
Balance ment for 

revision 
during the 
year 

6,528 1,13,926 

9,2401 1,04,447 

6,9611 1,04,114 

5,179 91,631 

7,554 78,257 

1,20,454 

1,13,687 

1,11,075 

97,410 

85,811 

No. of 
assess-
ments 
revised 
out of 
0>1.4 

1,11,132 

1,06,771 

1,05,296 

90,387· 

77,fDJ 

Number 
assess-
ments 
which 
resulted 

Assess-
ments 
pending 
revisimt 

in refunds 
as a result 
ofrevision 
out of Col. S 

50,891 'Ir',322& 

50,104 6,9161 

20,700 5,779 

33,963 7,0231 

29,178 7,SS8! 

(b) Year -wile analnis I of balance cases as on 31 March, 1984. 

• 

1980-81 and earlier years 

1981·82· 

1982-83 

1983-84 

Total: 

No. of 
cases 
pendinl 

439 

429 

3,362 

3,742 

7,972 

:CIbe disc:repaDC)' in the ~C  is UDder verification by the Ministry of FiDallC"e. 

(iii) Grant of Refunds. 

The Central Board of Direct Taxes issued instructions in July 1980 
regarding preparation of refund vouchers/advice notes, watching 
their encashment and their accountal, for compliance by field officers. 
~  instructions have been issued primarily to prevent issue and 
encashment of fradulent refund vouchers. . 
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1.02. The C ~~  a i ~~~ iP,. respect o~ issue of refund 
vouchers are as under: . 

For refunds upto Rs. 999: 

The refund voucher will consist of three foils. The first foil will 
remain in the Refund Voucher Book as office copy. The second and 
third foils, will be sent to .the assessee for presenting to the bank, 
indicated therein,. for encashment. After payment, the bank will send 
the third foil alon'gwith a Bank Refunds scroll to the designated 
officer, who in turn will forward it to the concerned Income-tax 
Officer. The second foil alongwith another copy of scroll will be sent 
to the Zonal o ~ Officer. 

For refund of Rs. 1,000 and above: 

Here the refund vouchers will consist of only two foils of which 
the first foil will remain in the refund voucher book and the second 
foil will be issued to the assessee for presenting.it to the bank for 
encashment. An advice note bearing the same number as that of 
the Refund Voucher is prepared, signed and Simultaneously issued 
to the bank on which the Refund Voucher is drawn. The first foil 
of the Advice Note will remain in the book and the second and third 
foils are sent to the bank. The bank on presentation of the refund 
voucher would tally the amount with that noted in the Advice Note 
before honouring it. Mter making the payment, 3t the end of the 
day, the Bank will forward the third foil alongwith a scroll to the 
designated officer who will forward it to the concerned Income-tax 
Officer. The paid refund voucher, the second foil of the Advice Note 
alongwith another copy of the scroll are sent to the Zonal Accounts 

" ~ , . 

Officer concerned. 

The observance of these instructions and the tiisposal of Refund 
claims by ~  field offices were ~ a y reviewed in Audit in 1983-
84 by test check of departmental records for the years 1980-81 to 1982-
83. The results of the review are indicated below:-

(a) Writing of Refund Voucher. 

It is laid down that after the refund voucher is written up by a 
Clerk or a Tax Assistant, it will be checked by a Supervisor or a Head 
Clerk before the same is put up to the Income-tax Officer for final 
check and signature. The person who writes the refund vouchers, 
and the one who che.cks the same, will have to put their signature 
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(with names in brackets) on the office copies of the refund vouchers 
and advice notes. 

This o ~ is not being observed in most of the Income-tax 
. Wards, as will be evident from the following table: 

SI. Commhsio,era Charges 
No. 

1 Bombay 

2 Calcutta. 

3 Madhya Pradesh] 

.. Rajasthan 

S K.erala • 

6 Oujarat • 

7 Haryana 

8 Himachal Pradesh 

9 Delhi 

10 Karnataka 

No. of 
wards 
test 
checked 

180 

S8 

13 

24 

18 

S6 

9 

S 

37 

12 

No. of 
wards 
not 
comply-
ingwith 
Board's 
instruction 

ISO 

54 

9 

23 

18 

21 

9 

5 

37 

12 

In 24 wards relating to five Commissioners' charges in Punjab the 
names of writer and checker were indicated only on 293 refund 
vouchers out of 13,291 refund vouchers issued during 1982-83. In 
Andhra Pradesh, in 53 wards the names of .writer and checker were 
indicated only on 4,715 refund vouchel'll out of 24,206 vouchers iI8ued 
during 1D82-83. 

(b) Tallying of Pd.id Vouchet'. With otJi.ce copileB 

In order to help in detecting the encashment of bogus Refunds, 
specific checks are laid down. In case of refunds upto Rs. 999, on 
receipt of the third foU of the refund voucher, the Clerk or the Tax 
Assistant concerned will tally the. amount paid with the office copy 
(first foU) of the refund voucher and also write the date of encash-
ment in the space provided in the office copy. In regard to refunds 
of Rs. 1,000 and above, the Income-tax Oftlcer himself on receipt of 
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the third foil of the Advice Note has to tally and also write out ,the 
date of encashment in the space provided in the office copy. 

Omission to verify and tally the amount of refund already made 
with that shown in the office copy and the omission to indicate the 
date of encaslunent of the refund in the office copy, were noticed ex-, 
tensively. The following table summarises the results of test check 
by Audit: -

Sr. N.J Commissioners Cbarges 

Bombay 

1 Calcutta 

3 Madhya Pradesh 

4 Bihar 

5 Rajasthan 

6 Gujarat 

7 Putijab 

a Haryana 

9 Himachal Pradesh 

10 DeIhl 

11 lCarnatab 

No. of No. of 
wards test wards 
checked where 

180 

58 

13 

6 

24 
56 

24 

9 

S 

31 
1% 

tallying 
of paid 
vouchers 
with om-
ce copy 
was not 
done 

149 ,.. 
11 , 
22 

32 
:If 

• , 
37 
12 

In Andhra Pradesh, in 53 wards selected tor check the paid 
TOuchers were not tallied with the office copy of the refund vouchel'l 
in 14,788 cases of refund of Rs. 282.56 lakbs out of 24,206 cases of ~ 
funds for RI. 496.40 1akhJ authorised during 1982-83. 

In Kerala, in 18 wards selected for check the paid vouchers were 
not tallied with the office copy of refund vouchers in 3,905 cases of 
refund of Rs. 143.21 lakhs out of 5,091 cases of refunds tor RI. 205.11 
lakhs authorised during 1982-83. 
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(c) QuartnlJ/ wrijic4tion of receipt of paid ooucher. 

As a further check for detecting encashment of bogus refunds, the 
Income-tax Officer is required to ~  a quarterly i i ~ io  from 
the office copies of the refund vouchers as well as the relevant entries 
in the Demand and Collection Register to find out the cases where 
the paid foils of refund voucher have not been received upto six 
months from the date of issue of refund voucher. In such cases, the 
Income-tax Officer will have to consult the records of the Central 
Treasury Units etc. and if necessary approach the concerned bank to 
ascertain the position about the encashment of the relevant refund 
vouchers to ensure that there has been no fradulent payment. 

Again extensive failure to conduct such quar,terly verification was 
noticed as will be evident from the results of test check tabulated 
below:-

Sr. No. Commissioners Charge No. of No. of 
wards test w rds 
cbccked where 

quarterly 
verifica-
tion was 
Dot done 

1 Bombay 180 127 

2 Calcutta S8 Sa-

3 Assam 9  9 

.. Madbya Pradesb 13 13 

5 Bihar 6 6-

6 RajastbaD. 24 24 

7 Gujarat S6 12 

I Punjab lot 22-, Haryana 9 It 

10 Andbra Pradesh S3 4" 
11 Himachal Pradesh 5  5 

12 Orissa 12 12 

1 3 Karnataka 12 12 

-It may be mentioned that as per records of. the wards test checked 
in respect of 12,587 refund' vouchers for amount of Rs. 259.97 lakhs. 
ilsued durine 1980-81 to 1982-83 in 5 units (as per details below) paid 
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vOuchers were not available on record. AJJ such i~ cannot. be ..ut 
that they bave been eneashed. The linking of refund VOQ,Che,rs ~~~ 
With relevant paid vouchers is a very' important check ~ detect 
fraudulent refund vouchera. 

No. of Number Refunds 
'Narda voucben 
chec'ked for which 

paid 
Vouchers 
are not 
available 

(Am lunt in lalths 
of Rupees) 

Calcutta . sa 1121) 10.5·72 

Rajasthan 24 676 20'.58 

Gujarat 21 131.5 13:04 

Punjab 24 4757 49·01 

Andhra Pradesh .53 4710 71·62 

12'587 259·97 

In an Income-tax Ward in Tamil Nadu three refuItd voucher 
fonns and corresponding advice notes were removed from respective 
refund orders/advicebooks and refund orders totalli.ng 'toRs. J;26,278 
were issued under the signature of a 'fictitious' o i -ii ~ officer, 
using stolen seal of one of the Inc::ome-iax Officers.favonnn" a 'tidi;-
tious' assessee. The refunds were encashed in December 1981. The 
Government suffered a loss of Rs. 1,26,278. 

The fraud came to the notice of the Dep8rtinent on 22ndJanuary 
~  A case was registered with Central Bureau of Inves,tigation 
who finalised. h~ report on ~  Decemoor 1983, ~ o i  re:-
gUlar departmental IlC::tion for malor :Penalty againSt a staff officer of 
the Reserve Bank of India and an Assistant in the concerned Income-
tax Ward and minor penalty against the Income-tax Officer of the 
concerned Ward. Further action is pending (September 1984). 

(el) Maintenance of Dtli.ty Tally Register (Refunds) 

On receipt of distribution Memo along with copies of refund Ild-
vices from the District Collection UnitjLocal Treasury Unit (in plac:es 
where more than one Income-tax Officer functions) the Income-tax 
6Mcer should record the particulars of tEe Memo and advice note. 
and the amount involved in theD) in a register called Daily Tally Re-
gister (Refunds, and segregate retunas according to income-tax, 
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wealth-to: and gift-tax. After noting tile refunds in the respective 
Daily Refund Register, and the Demand and Collection Repter, the 
Ineome-tax Ofticer has to indicate total number of refund advices 
and the amount thereof in respect of each tax as entered in the Daily 
Collection Register, in the Daily Tally Register and ensure that action 
had been taken on all refund advices receiVed in his office. 

This important register was not -ma1ntamed in 125 wards out of 
180 in 20 Commissioners' charges in "Bombay, in 48 out of 58 wards 
in 15 Commissioners' charges in Calcutta, in 8 wards in Assam, in 11 
wards out of 1a-m Madhya Pradesh, in 6 wards in Bihar, in 17 out of 
24 wards in 2 Commissioners' charges in Rajasthan, in 40 wards o~  

of 56 relating to 6 Commissioners' charges in Gujarat, in 17 wards of 
24 in 5 Commissioners' charges in Punjab, in 9 wards in Haryana, in 
37 wards out of 53 in Andhra Pradesh, in 5 wards of Himachal Pra-
desh, 32 'wards out of 37 in Delhi and 11 wards out of 12 wards in 
Karnataka. 

(e) Maintenance of Register of Refund AppZicatioftl 

. (1) In order to ensure prompt disposal of refund applications, a 
Register 01 Refund Application in the prescribed form is required to 
be maintained in each office. The Income-fax Officer should personal-
ly review this register periodically. 

It was notiCed in Audit that in 9 wards in Assam, 13 wards in 
Kadhya Pradesh, 6 wards in Bihar, 5 wards in Rajasthan, 31 wards 
in Gujarat, 15 wards in Punjab, 9 wards in Haryana, 5 wards in 
Himachal Pradesh, 12 wards in Orissa, 57 wards in Calcutta and 12 
wards in Kamataka, the control Register was not maintained. In the 
absence of thes'e 11; was not possible to ascertain the number of pend-
ing refund claims and their age. . 

(2) The number of refund a i a io ~ pending on 31st March of 
the five years 1980 to 1984, as per the fl:gures furnished by the Minis-
try are:-

March endlq 

1910 

Itll 

itl2 

1'" 
1'1. .. 

No. 0' appJic:atiollI 

15,269 

17,318 

15,433 

27,OB 

D,14" 



, 
In the absence of the prescribed register in many income-taz 

wards, the veracity of figures cannot be verified • 

. (f) Delay in authori.latioR of Refunda due 

Where the refund is delayed beyond three months, Government 
have to pay interest at 12 pcr cent per annum (15 per cent per an-
num from 1st October 19M) on the amount of refund due from the 
day following the expiry of 3 mOIJthS to the day 'On which the refund 
is granted. . 

A review of refund vouchers issued during the three years 1980-81 
to 1982-83 in selected wards of certain charges disclosed refund 
amounting to Rs. 284.59 lakhs (4,133 refunds vOuchers) had been 
authorised after delays ranging from six months to more than three 
years. The details are as under:-

Refund authorised after delay of 

Charges 6 months to I year I year to 3 y a ~ More than 3 year 
(Amount in lakhs 01' Rupees) 

Items Amount Items Amount Items Amount 

Bombay 26S7 .,139•39 18S 15·89 45 1·79 

2 Calcutta . 483 108.30 3S1 9·76 51 Hi3 

3 Otbers 187 1·71 157 5·97 11 0.15 

TOTAL: 3327 249·.40 693 31·62 113 3·57 

Such interest paid, on account of delay in authorising refwuis 
during the five year period 1979-80 to 1983-84 is as below:-

1979-80 

1980-81 

1981-82 

1982-83 

1983-84 

AmDllllt 
(Rupees 
in lakbs) 

103.18 

239·18 

254·99 

289'27 

564.78 



• 10 

1.03. Conclusion: 

(1) Instructions of the Central Board of Direct Taxes also ~-
. , " . . 

quire that the Inspecting Assistant Commissioners shoUld 

in the course of pEirioiiical inspections cbeek that the System 

of issuing refUnds and the vanous, checlts, preilcribed are 
being stricUy adhered to. The Test Check m Audit had, 
however, shown that the procedure evolved by the Central 

Board of Direct Taxes in July 1980 to safeguard against 

bogus or fradulent refunds etc. remains lar'gely to be im-

plemented by the field formations. 

(2) There is no control whatsoever in regard to timely and 

expeditious disposal of refUnd claims as is evident from 

non-maintenance of Register of Refund application and. 

heavy inteiest payments on belated refund authorisations. 

1.04. This review was sent to the Ministry of Finance in October 

1984; their reply is awaited. (November 1984). 

[Paragraph 1.12 of the Report of the C&AG uf India for the 

year 1983-84, Union o~ ~  (Civil)-Revenue ReceIpts, 
Vol. II (Direct Taxes)]. . 

.... 1.05. Paragraph 1.12(i) and (ii) of the Report of the C&AG of 

India for 1984-85, Union Govenlment (Civil), Revenue ReceiptS, Vol 

U, Direct Taxes on 'Relief and Refunds' reads as follows:-

"(1)'(8) The particulars of cases of refunds for which c18irna 
were made, the clainls settled and the b8'J.8iieeoutstandhig 

.. ,., "' .. 
during 19M-85. 
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-----_._--._----_._------------~ 
Finacial y~a  Op;ning 

Bllance 
Claims 
received 
during 
the year 

Total No. of 
refunds 
made 

Bllance. 
outstan • 
din, 

o. ----------

• 

1980-81 

1'81,-82 

1982-81 

15,269 1,33,691 1,48,960 1,31,584 17;376£ 

17,506£ 1,91,587 .2,09,093 1,93,660 15,433 

.' 
15,433 1,34.306 ],49,739 ],22,680 27,059 

1983-84-. 27,059 1,40,163 1,67,222 137,981 29,241t 

2},221t ~  1,79,382 1,41,835 37.54 

------- ---- ----------------~-

(b) year-wise analysis of the balance claims as on 31 
Much· 1985. 

Financial years in which application was made . 

No. of 
cases pen-
ding 

1981-82 and earlier y.:ars 

1982-83 279 

1983-84 ',036 ' 

1914-85 30,219 

. Total. 37,5<!7 

£. and + The ~ a y in fiiurel is under verification by Ministry of 

.ance. 

-Figures furnished by Ministry of Finance ia MarCh 1985 have ~C  

adopted. 

(ii)(b) The Act also provides for refund of any amount which 
may become due to an assessee as a result of any order 
passed in appeal or other proceedings without his having 
to make any claim in that behalf. Simple interest at the 
'prescribed rate is payable to the assessee in such cases too. 

The particulars of a ~  pending revi!li(;m, revisions 
actually made and the number of cases 0 o~ assessments out-
standing as on 31 March, 1985. 
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-----. 
Financial year. ~ i  ~- Total No,of No, of Assess-

Balance: ments for assess- assess- ments' 
revision ments re- ments p(n,d!ng 
during vised out whicb reVISIon 
the year oCCol.4- resulted 

in Fefunds 
as a re-
sult of 
revision 
oreol.S 

2  3 4 5  6 1 

... ------

1980-81· 9,240 1,1)4,447 1,13,687 _ 1,06,771 50,104 6,916£ 

1981-82 6,961C 1,04,114 1,11,075 1,05,296 20,700 5,779 

1982-83 5,779 91,631 97,410 90,387 33,963 7,023 

1983-84-' , 7,023 80,061 87,043 79,302 29,222 7,782 

1914-85 7,782 66,760 74,542 68,859 27,935 5,683 

C The disCf('p ny in fi!7ures in under verification by MiniStry on Finance 
.Figurel furnished by, MinhtrY of Finance in March 1985 have ~ adopted, 

(b) Year-wise ahalysis of balance as on 31 March 1985. 

P{nanciaJ year No,of 
cases 
rending 

1981·82 and earlier years 294 

~  398 

1983-84 473 

1984-85 4,518 

.Tolal: 5,683 

1.06. Sections 237, 240, 243 and 244 of the Income Tax Act, 1961 
read as follows: 

... 
"237. -If any person satisfies the Income-tax Officer. that the 
amount of tax paid by him or on his behalf 'Or treated as 
paid by him or on his behalf for any assessment year' ex-
ceeds the amount with which he is o ~ y chargeable 
under this Act for that year, he shall be entitled to a re-
fund of the excess. 
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240. Where, as a result of any order passed in appeal or other 
proceeding' under this Act, refund of any amount becomes 
due to the assessee, the Income-tax Officer shall except as 
otherwise provided in this Act, refund the amount to the 
assessee without his havin'g to make any claim in that be-
half. ~-

243. (1) If the Income-tax Officer does not grant the refund,-

(a) in any case where the total income of the assessee does 
not consist solely of income from interest on securitielJ or 
dividends, within three months from the end' of the 
month in which the total income is determined under 
this Act, and 

(b) in any other case, within three months from the end of 
the month in which the claim for refund is made under 
this Chapter, 

the Central Government shall pay the assessee simple in· 
terest of fifteen per cent per annum on the amount directed 
to be refunded from the date immediately following the 
expiry of the period of three months aforesaid to the date 
of the order granting the refund. Explanation: If the 
delay in granting the, refund within the period of three 
months aforesaid is attributable to the assessee, whether 

_ wholly or in part, the period of ,the delay attributable to 
him shall be excluded from the period for which interest 
is payable. 

(2) Where any question arises as .to the period to be excluded 
for the purposes of calculation of interest under the provi-
sions of this section, such question shall be determined by 
the Commissioner whose decision shall be final. 

244. (1) Where a refund is due to the assessee in pursuance of 
an order referred to in section 240 and 'the Income-ta?C 
Officer does not grant the refund within a period of three 
months from the end of the month in which such order is 
passed, the Central Government shall pay to the assessee 
simple interest at fifteen per cent per annum on the amount 
of refund due from the date immediately following the 
expiry of the period of three months aforesaid to the date 
on which the refund is granted. 
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(lA) Where the whole or any part of the refund referred to 
in sub-section (1) is due to the assessee, as a result of any 
amount having been paid by him after the 31st day of 
March, 1975, in pursuance of any order of assessment or 
penalty and such amount or any part thereof having been , 
found in appeal or other proceeding under this Act to 
be in ~ of the amount which such assessee is liable 
to pay as tax or penalty, as the case may be, under this 
Act, the Central Government shall pay to such assessee 
simple interest at the rate specified in sub-section (1) on 
the amount so found to be in excess from the date on 
which such amount was paid to the date on which the 
refund is granted: 

Provided that where the amount so fonnd to be in excess 
was paid in instalments, such interest .:;hall ,be payable on 
the amount of each such instalment or any part of such 
instalment, which was in excess, from the date on which 
such instalment was paid to the date on which the refund 
is granted: 

, ,Provided further that no interest under this sub-section' 
shall be payable for a period of one month from the date 
. of the passing of the order in appeal or other proceeding: 

Provided also that where any interest is payable to an assessee 
under ,this sub-section, no interest under sub-section (1) 
shall be payable to him in respect of the amount so found 

, . 
to be in excess. 

(2) h ~ a refund is withheld under the provisions of section 
, 241, the Central Government shall pay interest at the 
aforesaid rate on the amount of refund ultimately deter- • 
mined to be' due as a result of the appeal or further pro-
ceeding for the period commencin'g after the expiry of 
three months from the end of the month in which the order 

~  to in section 241. is passed to the date the refund 
i~ granted." 

" .H)7., '!'he arrangements that exist at present for dealing with re-
funD claims o(assesse€ suo moto or otherwise as exp!:ained by the 
~i i y  ate as follows:- . 

"The whole responsibility of granting refund is on the assessing 
officer. As soon as a suo mota refund application is receiv-
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cd, 'the Record Keeper is required to consult the Permanent 
Accounts Numper Register. In case ~h  name of the re-
fundee is not already borne on the Permanent Accounts 
Number Register, appropriate entries are made in this Re-
gister and' the Register of refund application. In case of 
the old refundee, date of receipt of return and application 
is entered in the Pennanent Accounts Number Register 
and also in the Register of Refund Applications. After this 
is done, the refund ~ai  is scrutinised with a view to find-
ing out whether:-

(i) The application is with;n time; . 
(ii) the  tax deduction vouchers relate to the relevant year; 

(iii) the ownership certificates are properly signed; and , . 
'(iy) the return of income is properly filed. 

If any defect is noticed, the claimant is asked to set it right 
immediately to avoid delay in disposal of the refund. 

In other cases, where refund arises on completion of regular 
assersment on account of excess payment of pre-paid taxes 
or on acC'Ount of reduction in appeal, revision or rectifica-
tion of mistakes etc., no formal application for refund is 
required. The I.T.O. 'grants such refunds on his' own after 
giving effect to the order of Appellate Authorities or Revi-
sionary Authurity. In these cases, since regular assess-
ments have already been completed once, the I.T.O. has 
only to give effect to the appellate orders etc, and deter-
mine the refundable amount, if any, A copy of the appeal-
effect orders etc. alongwith refund vouchers, if any is re-
quired to be issued to the assessee in whose case such urder 
is passed," " 

1 08. The procedure for preparation of refund vouchers has been 
laid down in Circular No. 39 dated 15-7-1980 (Appendix J) issued by 
the Directorate of O&M SeJ;vices, (Income Tax). 

1.09. According to the Circular No. 39 with a view to' facilitating 
the easyencashment of refund of small tax-payers, the Board decided 
that the Advice Notes in respect of refund orders upto Rs. 999/-will 
not be issued with effect from 11-1-1980. The refund vouchers in 
,these cases will 'be issued from books to be specially printed for this 
purpose and the vouchers will bear the legend "valid f()r amounts 
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upto Rs. 999/-only" at the top and numbers f01: corresponding advice 
note etc. will be missing. The refund vouchers book in such cases will 
have three foils. The assessee will be sent second and third foils 
and he will present both the foils 01 the refund V'Out'hers issued to . 
him. to bank for encashment and the bank will make immediate pay-
ment. The third foil will be sent subsequently by the Bank to the 
designated officer. 

Part 'B' of the Circular explains the procedure for refund of 
Rs. 1000/-or more for which Advice Note will be issued.. The refund 
wuchers book in these cases will have two foils and th.e second foil 
will be issued to the assessee. The second and third foil of corres-
ponding advice note will be sent to the bank who will after encash-
ment of refund enter the same in refund scroll and return one set 
of scroll and the third foil of advice note to' the designated officer. 
The procedure more or less remains the same in respect of refund of 
Rs. 100D/-or more. 

Part 'c' of the circular provides that to avoid hards,hip to assessees 
who do not have a bank account, uncrossed vouchers may be issued 
provided such an assessee gives in writing that the .ouchers should 
not be crqssed. It further provides that where the vouchers exceed-
ing Rs. 500/-is not crossed, the bank should be requested to insist 
,on the identification of the payee before making the payment. In 
case of refunds of Rs. 1000/-and more the bank is also to verify before 
hand that the Income-tax Officer has in fact ,sent a separate Advice 
Note indicating that the voucher is not crossed. 

The Inspecting Assistant Commissioners have been asked that in 
the o~  of periodical inspections by them, they should check that 
the system of issuing of refunds and the various checks prescribed 
in the circular are being strictly adhered to. ' 

1-10 . .In ~ y to a question as to what steps the Ministry proposed 
'to take to arrest the upward trend in the pendency of applications for 
refunds which have gone up from 27,053 in 1982-83 to 29,241 in 1983-
84, the Ministry stated as under:-

-rhe Board have issued instruction No. 1647 (F. N'O. 2121920\85-
IT A. ll) dated 11-9-1985. The Inspection Division of the 
Central Board of Direct Taxes have been specially askec1 to 
monitor compliance ot these instructions while inspecting 
the work of Income-tax Circles and report to the Chair-
man for directing appropriate disciplinary proceedingS both 
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against Income-tax Officers and Assistant Commissioners' 
in cases w.here Board's instructions have not been follow-
ed." 

1.11. Asked to explain as to what role is played by the Internal 
Audit to ensure that the procedure prescribed for obtaining refund 
vO,ucher books, issue of refunds, receipt back of refund. vouchers and 
tallying of the amount of refunds actually made with that shown in 
the wuchers is properly followed, the Ministry stated in a note: 

"While the Internal Audit set-up of the I.T. Department has 
nothing to do with the obtaining of refund voucher books 
and also with receipt back of refund vouchers 
and tallying of the amounts etc., there is an Internal Audit 
Organisation working under the Chief Controller of Ac-
counts, Central Board of Direct Taxes which looks into the 
correctness of all receipts and refunds and other subsfdiary 
registers. These inspection parties which are located in 
several zonal headquarters of Chief Controller of Accounts, 
Central Board of Direct Taxes ensure by test check that 
challans and refunds 'have been properly posted with due 
classification in the Daily Cullection Register and Demand 
and Collection Register in the Income·tax Offices. The 
Internal Audit parties are exercising following checks:-

(A) Stock Regi3ters of Refund order books: 

These parties check the stock registers to see that these are 
properly maintained. They aIS'O check to see whether 
leaves contained in the books received have been checked 
and have been corrected and that the certificate to this 
effect is recorded on the books. The Internal Audit parties 
are exPected to ensure. that the provisions contained in the 
DOMS circular No. 39 dated 15-7-1980 in this regard are 
complied with in general. 

(B) Issue of refunds, receipt back of refUnd vouchers And tal-
lying of amount of refunds actually made with that .hown 
in Refund V DUckers: 

The Internal Audit parties see whether or not the date of 
encashment 'are noted in the office copy. The Internal 
Audit parties are required to check the adviccs of refunds 
of Income-tax of Rupees one thousand and above, with the 
amount indicated in counter-foils, refund bills, registers 
and refund orders. passed by the Income-tax Officer i.u the 
assessee's files. From May, 1980, the percentage of check 
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to be exercised by the Internal Audit parti.:1s has been in-
creased from 15 to 25 of the advices of refunds for two 
selected months in a year." 

1.12. In reply to a question whether ,any review had been conduct. 
ed to see how far the prescribed procedure had been followed by the 
field officers, the Ministry' 'Of Finance (Department of Revenue) stat-
ed: 

"The procedures prescribed in the authorisation of refunds due 
to the assessees, accounting of refunds and preparation of 
refund vouchers are being continuously reviewed and 
rQtionalised by the Board, Such reviews nnel rationalisa-
ti'On of the procedure comprise:-

(a) Changes in procedure already made and en.rorced in the 
field offices; 

(b) changes in procedure proposed to the Board through 
Study Reports sent by the Directorate of Organisation 
and Management Services (IT); and 

(c) changes in procedure under examination. 

The recommendations. for streamlining' of the procedures 
and control mechanism regardin'g the issue of refunds are 
under constant watch of the Board. 

The Summarised procedure for issue of refund of direct taxes 
was introduced by the Board under Circular No. 39. A 
Committee is also examining the adoption of MICR Tech-
nology for the iSSUe of refunds. Detailed instructions for 
the preparation of refund vouchers under the new scheme 
will be issued thereafter. 

The system of accounting of ~  was also examined in de-
tail and a revised procedure for accounting was introduced 
under C.B.D.T. Circular F. No. 385185178IIT(B)' dated 
30-11-1979 (Appendix II)". 

1.13. Asked to state the role of the Inspecting Assistant Commls-
-sioner to ensure that a system of issuing refunds and the various 
. checks prescribed are being strictly adhered to, the Ministry stated 

~ ~ y  
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"The number of inspections completed by the inspectittg Assis-
tant Commissioners in respect uf the work of ITOs from 
1980-81 to 1984-85 is shown below:-

----._----_ .. _ .. -
Fin ncial y~a  No. of Insp.!ctions completed ---_._-_ ..... _ .. _-----_._.-.--
1980·11 

1981·82 

1982·83 

1983·84 

1984·85 

692 

SJ6 

7.04 

721 

905 

The proforma for inspections to be made by the Inspecting 
Assistant Commissioners has been devised to incorporate 
statistical infonnatiun regarding different aspects of the 
ITOs work such as workload and disposal of assessments, 
demand created and collection made, penalties for disposal 
and actually, disposed off etc. The statistical portion of 
the proronna has also an item (item No. 12) which ~ 

with refund, rectification and appeal effects. The different 
colums of this item are as under:-

___ . -...... _._... _0._---_-----
~ y Net effect of 
b/rat the addnJdeletion 
belinninl upto end of 
of the year (including 
y a~ current work· 

load) 

2. 

Total Dispo .. al· Balance 
work upto the pending at 
load end of year the end of 
(I +2) year (3-·4) 

3 4  5 

---_. ----.---
Target set Excessl 
for disposal short·fall 
up:o eIld with ref. to 
of year tarlet 

6 7 
___ .. ______ ... 0 ... _.0. __________ ._. ________ _ 

Each Income-tax· ~  whose work is inspected has to give 
information in respect of the work done regarding refund 
rectification and appeal effects in the above proronna. No 
separate column for specific comments on this item has 
been .prescribed in the proforma. Ho.wever, if there is 
heavy pendency at the end of'the year, the same is bound 
to be reflected in the overall evaluation of the ITO's work. 
According to the guidelines issued for the inspection work 
the Income-tax Officer is required to keep in view inter 
alia the work relating to refund also." 

1.a. The Committee desired to know the total amount of refund 
involved in the pending refund applications as on 31 March, 1984 and 
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the total amount of interest paid on belated refunds during the last 
five years ~ to 1983-84. The Ministry of Finance (Department 
of Revenue) stated: 

"The total amount of refund involved in the refund applications 
pending' as on 31-3-84 cannot be furnished. This is for the 
reason that amount involved may be known only at the 
time of determination of total income, tax thereon, taxes 
paid and amount refundable to the applicant. The amount 
of refund worked out by an applicant in the claim of re-
fund is not entered 'in the register of refund applications 
because the amounts of refund claimed and refund ulti-
mately worked out by the Department may vary." 

1.15. The amounts of interest paid on belated refunds during the 
years from 1979-80 to 1983·84 are as follows: . 

Financial Year 

--------.,-----~--

1979-80 

1980-81 

1981-82 

1982-83 

1983-84 

AmlNru of interest paid 
on belated refunds 

(Rs. in thousands) 

104 

42 

2317 

298 

199 

·Sources: . Reports of the Comptrollers and Auditor General of 
India and. Directorate of Inspection (RS & PR). 

1.16. During evidence the representative of the Ministry of Fin-
ance while replying to a query from the Committee about the steps 
the Board intended to take to implement the Central Board of Direct 
Taxes directions, stated: . 

"We have issued instructions recently that the refund vourchers 
must go along with· the assessment orders and the Asstt. 
Commissioners should. check it once a ~ h  The imple-
mentation is being tightened up Rmi we hope to tighten 
it up further." 

1.17. A3 regards the various records maintained by the Department 
for keeping a watch over the prompt grant of refunds due to the 
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assessee as a result of appellate orders and the approximate amount 
of refund locked up in cases pending for giving effect to Appellate 
Orders as on 31 March, 1984, the Ministry have stated inter a.,Lia: 

"Register of appeals, revislonpetitions and references, com-
monly known as "ITNS-61" is prescribed to keep a watch 
over the prompt grant of the ~  due to the assessees 
as a result of Appellate Orders:' 

• • • 
Further, in order to ensure that effect to Appellate Orders are 
given o~ y  instructions No. 967 (F. No. 263!6!76-ITJ) 
dated 5-7-76, have been issued by the Board on the recom-
mendations made by the· Commissioners Conference held 
from 9th to 11th May, 1976, The Board decided that the 
practice of sending consolidated lists of Tribunals Orders 
by the Commissioners of Income-tax and the A.A.Cs. 
Orders by lACs to the Income·tax Officers for reporting on 
one of the copies of the lists, the dates of gIving effect to 
the Appellate orders and the dates of issue of refund orders, 
wherever should be adopted in all the charges of the Com-
missioners of InC'Ome-tax to achieve the aim that all Ap-
pellate Orders should be given effect to within a fortnight 
of their receipt by the I.T.O." 

118. The amount of interest paid on belated refunds resulting 
from appellate orders during 1979-80 to 1983-84 are as follows: 

Financial 
Year 

1979-80 

1980-81 

l"I-82 

198M3 

1 )83-84 • 

• 
Number 
of 
cases 

4099 

4.513 

4790 

.578.5 

.5.539 

Amount 
of Inter-
est·· 
paid 
(Rs.in. 
thous-
ands) 

10214 

23872 

2292' 

21817 

71042 

•• Sources: Reports of the Comptroller and Auditor a.eneral of 
India and Directorate 'Of Inspection (RS & PR). 
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1.19. During evidence the representative of the Ministry of Fin-

ance while replying to observations of the Committee for inducting 
more staff and to weed out undesirable elements to expedite issue 
of refund vouchers stated as under: 

"As I have already told you, the machinery has been tightened 
up. It will pe tightened up still further. As you know we 
have an acute shortage of staff." 

l.20. To an enquiry from the Committee about the. instructions of 
the Board that refunds should be settled within one month of receipt 
of the application, the witness stated: 

"If it is a simple case, it is one month and if it is a complicated 
case, th.en three months time is taken for refund." 

l.21. To a question whether the Commissioned or the Board get 
regular reports from. the Income tax Officers (Refunds) about delay. 
ed refund authorisation and the amount of interest involved, the 
Ministry have stated: 

"No regular report from Income-tax Officers (Refunds) are 
being called for about delayed refund author:sation and the 
interest amount involved. It is agreed that such feed back 
infonnation is necessary to have better control on this area 
of work. The Board would consider the suggestion at the 
earliest." • 

1.22. As a result of test checks of certain Income-tax charges/ 
wards, the Audit noticed certain short-comings or irregularities such 
as non-compliance of Board's instructions regarding writing up of 
refund vouchers, omission to verify and tally. the amount of refund 
already made with office copies, f$ilure to conduct quarterly verifica-
tion, rron-availabilil;y of paid vouchers, non-maintenance of daily tally 

. register and re'gister of Refund Applications etc. The Min:stry of 
Finance, on being addressed as to whether any enquiry has been 
.made to find out the position in this regard in other wards/charges" 
not covered by Audit, have stated: 

"On account of volume of proposed exercise, it if' not feasible 
to ascertain the position in this regard from all the income 
tax oftleers situated all over the country. 
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1.23. The Ministry have, however, issued instrudions (No. 1687) 
on 5";2-1986 (See Appendix IV) drawing attention to the irregularities I 
shortcomings pointed out by Audit . .. 

1.24. On 6 January, 1986, the Ministry of Finance (Department of 
Revenue) issued Instructions No. 1680 (Appendix III) to all the Com-
missioners of Income-tax directing them inter alia as follows: 

"The Board desired that steps should be taken to carry out 
surprise inspections by the Commissioners/Inspecting As-
sistant Commissioners of Income-tax. to find out cases of 
delay. The Commissioners of Income-tax/Inspecting As-
sistant Commissioners of Income-tax are directed to ensure 
elimination of delays in these areas of work and to see 
that specific cases coming to their notice in the course of 
surprise inspections or regular inspections or as a result 
of complaint, are carefully and promptly investigated. The 
Inspecting Assistant Commissioners should inspect this 
aspect of work in each Income-tax Officer's circle once a 
month and in moffusil charges whenever they visit these 
circles, In cases where effect to Appellate Order is not 

. given and rectification application is not disposed of with-
in a month for nO· sufficient reason, the Comm:ssioners of 
Jncome-tax/Inspectin'g Assistant Commissioners should 
obtain the written explanation of the concerned officials. 
With a view to preventing lapses suitable deterrent action 
should be taken in appropriate cases against the erring 
officials. 

The Inspection Division of the Board has bee!} asked to speci-
fically monitor compliance in this regard while inspecting 
the work of Income-tax Circles and report to the ChaIr-
man for initiating appropriate disciplinary proceedings 
both against officers and Asstt. Commiss:oners in cases 
where Board's instructions have not been foIlowed." 

1.25. The Audit para makes mention of certain cases of frauds 
noticed in the issue of refund orders. The Ministry of Finance 
(Department of Revenue) who were addressed in the matter furnish-
ed the particulars of frauds in the issue of refunds during 1979-80 to 
1983-84 as follows: 

• 
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2. Commissioner of Income-tax Cochin: 

No. of Period Brief History 
Cues 

1  2 3 

Amount 
o ~ 
nue invol-
ved 

4 

-----------------
Remarks 

------------------_. ------_._----
~  

1979-80 Refund orders issued to ccrt- 968/-
ain employeeR working at 
Trivandrum were encashed 
by Sh.C.K. Kumaran, a 

The services of the em--
ployee have been dis-
missed on 9-8-83 after 
completion of Enquiry 

~  notice server of the 
Department. 

3. Commissioner of Income-tax, Delhi-IV, New Delhi: 

1 1979-80 An assessee, Smt_ Maliti- 3.895/-
Dcvi got issued a duplicate· 

A criminal complaint 
for offences punilh-

refund order in respect of 
A.Y. 78-79 by filing a dup-
licate return and claiming-. 
refund after completion of-
originaJ assessment proce· 
dinp. 

... Commissioner of Income-Tax, )aipur : 

able under sections 4'1Dt 
467/471 of Indian PenaL 
CCOOe was· filed in the-
Court against the 1lCCU-
led. The assessee was 
convicted of the charaea. 
Revised petition before 
Add!. Session J ~  
Delhi is pending . 

fi 1981-82 A search was conducted at ~ . Follow-up action i, 
iDg. taken .. the residence of an Advo-

cate, Shri Maliram Bidasar 
on 12-8-81. He allesedly 
filed claims of refund in. 
respect of six persons inclu-
ding in his own name by 
filing fraudulent IDS certi-
ficates and claiming refund 
in respect thereof. 

5. COnurUssionlT "f Itlcome-tax, ]ul/undhur. : 

1 1982-83 An assessee, MIs, Agarwal 
Fumitures afier comple-
tion of regu1ar assessment 
for A.Y. 1981-82 got issued 
another refund of Rs.!S6,841 
on 15-2-1983. This refund 
was already issued to the 
assessee and encashccl by 
them on 12-5-82. However, 
this came to the notice of 
the Department before the 
refund was encashed and 
loss of revenue was avoided. 

6. Commissioner of IncorM-tax. Nasik : 
29 1979-80 to In all the 29 cases on a cross 
1982-83 verification of IDS certifi-

cates with the disbursing 
authorities, it was found 
that these assessces bad 
fraudulently claimed re-
funds OD the basis of foraed 
document.. 

Nil Nit: 

2,31,734/-Proper remedial.aclicr .. 
to recover these fJJ(t:J1I., 
was immediate Iy Isbn 
uP. 

----------------------------------------------------



No. of Period 
CIiieS 

2 

29 

Brief History 

3 

Amt. of 
revenue 

Involved . 

4 

7. Commissioner 0/ Income-tax, Raj1cot : 

2 1980-81 to 
1983-84 

(RI.) 

Fraudulent claim of refunds 21,S4O/-
on account of forged TDS 
certificates from contract 
receipts were made. 

8. Commissioner 0/ Income-lax, Tril'andrum .' 

Remarks 

5 

In one case, amount of 
refund isSued recovered 
and in another calC 
recovery . of tbe 
refund is in progreu. 

2 ]979-80 In both· cases, duplicate 12,560/· The advocate Sbri Moh-
certificates filed by an advo- not is being prOleCUted, 
cate, N.K. Mohnot Income-
tax practitioner of 16, 
Raman Rd. Madras along-
with relevant returns and 
refunds obtained. 

9. Commiswlftr 0/ Income -tax, Visakhapotnam : 

2 1979-80 Refund vouchers relatingto ],808/-
Palacole Circle though 
issued properly, were en-
cashed fraudwently by the 
dispatch clerk of the Circle 
in December, 79. . 

10. Commissioner 0/ Income-tax, Wt'.Jt /kngal, Cakulla 

1980-81 to 
1981-82 

Refund vouchers fraudwen-t1r encashed by three out-
SIders and tv.o employees, 
a Head clerk and a Tax 
Assistant. 

11. COr/lm;ssio"". 0/ Income-tax, Tamil NadM 

1979-80 
to ]983-84 / 

Brief History of three cases 
is given below : 

],24,618/-

2,77,066/-

The clerk has been dia-
missed from Govt. Hl'-
vice on 1-4-1985. 

All the accused arc beiDa 
tried at a special court 
at Calcutta on the ... 
of criminal cue ins-
titUted by CBI. A sum 
of RI. 33,208, Iyiq. 
in the bank accoUDt 
01 the bead clerk in. 
fictitious name ItaDdt 
attached both by tile 
Deptt. of CBI. Revalue 
loss therefore amoUDtI to 
RI. 91,410/-

(1) Shri B.N. Mi1ftlPPfl, Irte/lml Tt»t Ojfim 4IIIl Shri P. Srillill4Sa1fl/,MPflII, I",." 
Tfllf ASlisttmt. 

Three Income-tax refund vouchers (one dated 7-12-81 for 
RI. 47,2007-, second dated 3-12-1981 for Rs. 32,8471- and the 



.. 
third dated 4-120-1931 for Rs. 46,2311-) for sums totalling to 
~  ~ were removed clandestinely from the ~  

Qrder Book 9t ijle Income-t¥ Officer, City circle-i (5), 
Madras and the refund orders were prepN'ed in the name 
of a i i io~ assesSee. by IJame G. Krishnamurthy and 
signed in the name of a fictitious ITO using apparently a 
stolen seal of the ITO concerned. The corresponding "ad-
vice notes'" were also similarly removed from the relevant 
book and pre,pwed on the same lines as the refund 
vouchers. A current account was opened in ~ Indian 
~ ~ o  ~  ~ ~ in the name of the ficti-
tious .. ssee and the ~ orders ~  encashed through 
tl}is. ~  The matter was noticed on 22-11-1982 and 
on the same day it was brought to the notice of the ~  

(SPE), Madras. After further investigation, the matter 
was referred back to the JT Department by the CBI for 
departmental action ~  tWQ InCQDle-tax Officials viz. 
(i) Shri P. Srinivasaraghavan, Tax Assistant in Company 
Circle and (U) Shri N. N. Karappa, Income-tax Officer 
(Group 'B') who was then ITO, City Circle-I(5),  Madras. 
The CBI also recommenc;le4 ~~  action for major 
penalty !gainst ~h i G· J. P. Varakuma.r the o ~ a  
~ ~  the Reserve Bank Qf India, Madras whose negli-

gence resulted in h~ ~h  of the fraudulent refund 
orders. Major penalty action under rule 14 of the CCS 
(CC&A) Rules has been initiated against the Tax Assistant 
Shri P. h i ~a hi a  on the chaJ:ge that he forged 
ti,le. i~~ of. the ·5th o~~-  q15cer, City Circle-I, 
Macb-aa as "P. R8ngan" in the refund vouchers aDd corres-
~ i i  advice notes. The ~ i y proceedings in his case 
are ~  As regards the ITO, Shri H. N. Marappa, 
¥!nor ~ a y action under rule 16 of the CCS (CC&A) 
Rules was initiated on the charge that he was ne'gligent in 
not keeping tp.e refund vouchers etc, in his personal cus-
~ y  ancJ the penalty of withholding of increment for a 
period of two years without cumulative effect, has been 

imposed. 

The local standing counsel has advised that the loss suffer-
ed should be got i ~  by the R.B.!. either from 
out of recovery from their official (whose negligence has 

~ in tJ1e ~  of t¥ refl.wd ~~  or 
~ i~  ~ bas ~ brought to the notice of the 
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Board tor necessary action. Board's reference is J' Jlo, 
401/11 82-ITCC. 

Amount of loss of revenue Rs. 1.26.278/-. 

(2) G. 8wamikkan, Lawer Division Clerk 

(i) In the case of V.S. Vaidyanathan of Pattukottai, a con-
tractor of Public Works Department, a refund of RB. 489 
was issued on 21-10-1980. 

'(ii) In the case of T.G. Sankar Rao, a landlord of Thanjavur, 
a refund of Rs. 443 was issued on 31-10-1980: The Re-
fund Order which was sent by RPAD on 7-11-1980 was 
returned as the assessee died on that very day. 

(iii) In the case of 8hri Rasu Vilvarayar, a Public Works De-
partment eontractor of Tlianjavur. a refund of Rs. 250 
was issued on 31-12-1980. 

(iv) In'the case of Shri Vedamuthu, a ~ i  Works Depart. 
ment contractor of Thanjavur, It. refund of Its. 229 wu 
issued. The Refund Order wnich was sent by Registered. 
Post was however not delivered to the assessee. 

(v) In the case ot Shri John Monis, a Public Works Depart-
ment contractor. a refund of Re. 756 was issued on 25-11-
1980. The Refund Order which was sent by Registered 
Post was returned undelivered. 

Shri G. Swamikkan. a Lower Division Clerk working in ~  

Income-tax Office, 'i'hanjavur, had gained possession of 
the above five 'refund orders and got them discounted 
less commission charges to local financiers (one Shri Pa-
lanithurai in the case of the first four Refund Orders)', 
Investigation by Central Bureau of Investigation disclos-
ed that Shri Swamikkan had forged the signatures of 
the IlSsessees or caused to be forged their signatures and 
thereby obtained pecuniary gain to himself. Shri Swa-
mikkan was prosecuted. The Special Judge, Tiruchira-
pally found him guilty under sections 381, G), 467 IUld 
471 IPC and also under section 5(1)· (d) read with 5(2)' 
of Prevention of Corruption Act, and sen.teneed him to 
one yea·r rigorous imprisonment. The offtcial has been 
dismissed from service under rule 1&(1) of the Central 
Civil Service OCClassification, Control 8t Appeil). Rul. 
1965. 
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Amount of loss to revenue was Rs. 2,167. 

(3) 8hri T. Srinivasan, Income-tax Officer, City Circle-IV, 
Madras, 

Shri B. Yogalingam, Income-tax Inspector, City Circle-IV, 
Madras:-

, During investigationS by the Central Bureau of Investigation, 
it .was noticed. that during the year 1983-84 in pursuance 
of a conspiracy between the aforesaid two officials, 8hri 
C. N. Gowrisankar, Chartered Accountant, Madras, Shri 
N. K. Mohnot, a tax consultant, Madras and Shri Sada-
gopan, Chartered Accountant, Madras, in respect of five 
tax deduction certificates in the names of (i) Shri G. 
Krishna:n, (ii) Bhri M. JohDson, (iii) Shri V. M. S. Ncor 
Mohamad, (iv) Shri T. Rajasekaran and ~ v) Shri S. 
Palani-who are non-existent claimants-Shri B. Yoga-
lingam made a repQ1't that the claimants are in. existence 
and Shri T. Srinivasan, Income-tax Officer passed refund 
orders for Rs. 17,190/-, Rs. 31,979/-, Rs. 24,708/- Rs. 36,504/-
and Rs. 38,243/- totalling Rs. 148,621/-. The CBI have filed an 
FIR before the Special Judge (Sessions) Madras on 31-5-
1985 and are investigating the case. The two officials have 
been placed under suspension. 

Amount of loss revenue Rs. 1,48,621. 

Subsequently, the Ministry of Finance (Department of Revenue) 
furnished the details of the case as follows: 

"Shri Narendra Kumar Mohnot (N. K. Mohnot) is an I.T.P. 
practising under the name and style of MIs. N. K. Mohnot 
& Co. having its office at No. 16, Ramanan Road, Madras-N. 
A search was conducted at his place towards the 
end of 1983. Subsequent investigation brought to light 
a conspiracy on the part of the said IT.P. and his asso-
ciates in making false claims before the refunds of tax 
deducted at source by the Madras Race Club from. nce 
winnings. It was found that with the connivance of cer-
tain officials of the Race Club, he obtained details of the 

, - . JaCk-Pot Winnings, gave forged applicatiOIl$ to the Race 
Club for' issue 'of duplicate TDS certificates in respect at 

~ thoewinntn.g., ftled talse ' returns' of income in 'those 
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'Ilames forging the signatures of the winners and obtained 
refunds in some cases in Tamil Nadu.' The real ownera 
had filed returns and collected refunds on the basis of 
original TDS certificates. When they were examined, 
they denied knowledge about the applications for issue 
of duplicate TDS certificates by ~  Race Club. Theyal30 
denied having filed the return for second ti,me or en-
gaging the said ITP as their representative. In two 
cases, Shri N. K. Mohnot even managed to intercept the 
original TDS certificates issued to two real winners and 
filed returns in their names forging their signatures be-
fore the ITO. Trivandrum and got refunds. The total 
amount irivolved in salaries circle, Madras is reported to 
be Rs. 10,40,279.01. A sum of Rs. 3,03,730 has been re-
covered. 

'The matter is still under the investigation by the CBI, Madras 
and the ITO has been placed ~  deemed suspension 
with effect from 13-3-85 as he was under the police CU8-
tody exceeding 48 ho ~ 

1.26. On an enquiry as to the method to find out if the certificate 
.of tax deducted at source was fudged. the witness replied: 

"We have been proceeding on the footing that people would 
not fudge. Now we have come to know about certain 
instances of fraud committed. We are now considering 
to introduce standard forms printed In the Security Press. 
As there is no standard form, this fudging of applications 
becomes very easy." 

1.27. Asked as to what was the method adopted to know the 
exact amount of tax deducted at soutce, the witness stated: 

"For the salaried people they have to ftle tlie annual returns. 
For contractors etc., the paying departments send the 
information. We cross-check the lnfornaation." 

'He further added: 

...... we cross-check the i ~o a io  with the, anriual return, 
and we correlate the two. Frauds are few and far bet-
ween. And in every case, the fraud is detected by tile 
Department itself." 
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1.28. The Direct Taxes Enquiry Committee in paragraph 6.142 of i. ~ ~ ~~~ in ~  1971 had atate<i aa under: 

'''J;'here is a general complaint that refund claims are not 
~ expeditiously a.nd that there is considerable de-

~y  ip i ~i  refund vouchers. W.e find that instructions 
ha ~ beel:J. issl,lec:l from time to time that refund 
~i  shol,lld be <llsposed of with expedition and that re-
fund vouchers should invariably accompany tbe order 
~ i h gives rise to the refund. We are told that quite 
ofwn relund vouchers are not issued for long periods 
¥ter the relevant orders have be4lI1 passed. When they 
are i ~ at last, often the advice notes are not simul-
tilneously sent to the Bank or Treasury with the result 
thpt the refund vouchers cannot be encashed. We find 
no justification for officers ignoring the Board's directives· 
repea.tedly. We recommend that disciplinary action 
should be initiated in all cases where the refund vou-
cher does not iSSue within seven days of the passing pf" 
the order." 

1.29. In . pursuance of these recommendations the Government of 
India; central Board of Direct Taxes issued instructions in January 
1976 statulg as Under: 

"The Direct Taxes Enquiry Committee in para 6.142 of its 
report has ~ that. disciplinary action may be' 
i ~ ~~  in all the a~ where the refund voucher is not 
i~  witqin seyen days of the passing of the order_ 
This recommendation has been accepted by the Govern-
ment in principle. 

-The Board desire that the diSCiplinary action may be initiated' 
in cases where the refund vouchers are not issued within 
leven days of the' passing of the order except under excep-
tional circumstances warranting the delay beyond seven 
days: ltshall be the responsibility of the Inspecting 
Assistant Commissioners to ensure that these instructions 
are strictly adhered to. They may ensure that. monthly 
certiftcates are furnished to the Commissioners to the 
eftt!iCt ~ ~ o ~~ ha~ ~  ~ ay  beyond seven 
&irs ~  ~  ~ h  Aave. ~  delayed ~a  delays 
a ~  o ~  ~~ ai ~  
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1.30 The Committee also enquired during evidence as to the· 
nUU,lber of ~ in wbich the l4iJ:I.istry i i ~  i i ~i a y a io ~ 

The Ch~ J  Central Board of Direct Taxes a~  . 

"A$ I said earlier, we have started implementation now;" 

1.31 -rIP question of refunds in the Income-tax Department also' 
formed subject matter of consideration by the ~i~  Committee 
who in their Twenty Ninth Report, which was pJ;esented to I..ok 
Sabha on 26th April, 1982, observed u ~  

"3. ~  The system of refunds in the Income-tax Department 
continues to be the s\ibiect of widespread criticism. The 
Committee regret that even tho:uih after a detailed study 
of the problem they had made numeroU$ recommendations 
for streamlining the refund system 'in their Report on the 
Income-tax Department (Paras 2.115-2.120, 9th Report-
1980-81) they find that the Ministry has not been able tc-
bring about much of· an improvement in this field. The 
same old complaints have been made to the Co i ~  

this year also. To recapitulate, assessment orders which 
result in ~ are served laU!; when they tire served, 
they are not always accompanied by refund vouchers; 
when assessees approach the Department for refund 
vouchers, the lower staft' expects tips and if: tips are not 
paid, harassment starts; refund vouchers, where issued,. 
reach the assessees after the validity period is oVer neces-
sitating revalidation; bank-advice. is not always issued 
simultaneously; and last-but not the least, interest on re-
funds is not paid automatically. The Ministry has inform-
ed the Committee that it has issued instructions from 
time to time that refund must accompany the assessment 
order itself and that 'the refund, whene due, must be issued 
within seven days of the cornpletionof an assessment. If 
this is not done by any oftlcer strict disciplinary action is-
required to be taken against the oftlcer concerned. The 
supervisory oftleers, the Ministry states, are supposed to 
look into taese matters and take necessary action. On the 
basis of a stucty made by the Ministry, the Committee 
were informed that out of 250 a ~ only in five cases the 
refund had not been given within the time allowed. In 5Z 
cases relating to appeals prompt. refund was not given 
in 20 cases. and inter,est for delaye.d retUlld was granted 
in 12 csses. This study amply corroborates the general 
feeling prevailing among ~  that lY.tem of ~  
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is unsatisfactory and inefficient. The Ministry has attri-
buted delays in issue of refunds to inadequacy of staff and 
.certain other reasons. The Committee need not point out 
that these are the internal problems of the Depaillient with 
which asses sees are not at all concerned; h~ are in-
·terested only in .getting refunds promptly and without 
difficulty and rightly so. It iSla duty cast on the Income-
tax Department to ensure prompt and full payment of 
refund and interest on delayed refunds without any delays 
or harassment. For this purppse whatever administrative 
reform or augmentation ot staff is required within the 
Department, should be done forthwith and the inadequar.y 
of staff or any other constraint should not continue to be 
given as an excuse for 'delay in the issue of refunds." 

"3.66. Delay is not the only cause of complaint in this context. 
The assessees face harassment at the hands of the staft' 
in various other forms, as indicated in the preceding 
paragraphs. This shows failure of the supervisory officers 
to exercise a proper check on the lower staff and can't 
but be deplored. The Co i ~ believe that if the In-
. come-tax Officers and their seniors are efficient and honest 
no assessment order could issue without a concurrently 
dated refund voucher including i ~  for the period of 
delay where due, and no delay in its despatch could take 
place. Where an assessee approaches the Department for 
obtaining a refund voucher on the ground of its non-receipt 
alongwith the assessment order or for revalidation of a 
refund voucher, or for issue of a bank advice, the matter 
should be looked into with a view to fixing responsibility 
for the harassment to the assessee and officials· concerned 
taken to task. The Committee would like the Minlstry to 
pay serious heed to the assessees' dissatisfaction with the 
working of refund system and take conclusive measures to 
remedy tr.e situation under intimation to the Committee," 

1.3% According to the provisions of the Ineome-t8x Act, 1961 an 
_leSsee becomes entitled to refund wht\oe tax paid by him exceeds 
the amount of taX payable, or where 88. a result of appellate orders 
or ~ h  proceedings under the Act an amount becomes due to him. 
The Income-tax Act, 1911, also provides that in the case 'of refund 
Dot granted witWn 3 months from the end of the month in wbkh 
total income was determined under the Act, or the! claim for refund 
"wu made, or an order under Section Z40 was passed, as the cue may 
~  dlnple int.rest at the rate' of Ii per cent ~ month .uD become 
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parable . to the IdS88See on the amount of refund. The Ministry of 
'Finance have issued elaborate instructions for prompt disposal of 

cases of refunds. 

1.33 The Committee cannot but view with COllcern the fact that 
despite the plethora of instructions issued from time to time, the 
outstanding cases pertaining to refunds continue to risel ill number 
and the issuance of refunds of incom&-tax continues to be delayed 
and has becOme chronic irritant to the tax payers: The pendency 
of refund applicatioDs under Section 237 of the Income-tax Act, 1961 
which stood at 15,269 at the end of 19'79-80 rose to as high as 37,547 
at . the end of the year 1984-85 registering an increase of about 146 
per cent. Even in the case of refunds due under Section 240 of the' 
Income-tax Act, where an Income-tax Officer, has suo moto to give 
effect to the al.pellate orders and to (etermine the reftmdahle 
amount, if any, as many as 5883 cases were( pending disposal at the 
end of 1984-85. 

1.34 ~ Committee understand that pursuant to the recommen-
dations of the Direct Taxes Enquiry Committee and to ensure that 
the re'fund orders are issued as i io ~ as possible, th,e Central 
Board of Direct Taxes issaed instructions in J8Iluary 1976 to initiate 
disciplinary proceedings in cases where refunds were not generally 
issued within 7 days. The Committee's inquiry during eJVidenee as to 
the number of cases in which such disciplinary action had been 
initiated eUcited the response "We have started implemelntation 
now". The fact that Instructions issued in 1976 should start being 
implemented in 1985 by the Board itself ~  a very sad state of 
affairs to say the least. Delays cause avoidaMe hardsbip to the tax 
payers and also become causes of corruption. The Committee con-
aidelr that mere issue of instructions from time to time without any 
wUl to ilDplement the same is indicative of the lawdiasical ap.-
proach of the Department to solve this chronic problem. The Com-
mittee are firmly of the view that in order to ebsure issue of refund 
vouchers promptly IUld without harassment to the assessees, it is 
imperative to streamline the functioning of the o ~ a  Wards! 
Circles, to i ~ y inspeetion by Commissioners of Income-tax/Ins-
pecting Assistant Commfssionel'l!i of Incom.tax and to award suitable 
deterrent punishme'nt to the erring oftieiaJ!a. 

1.35 A review undertaken by Audit of refunds made during the 
three years from 1980-81 to 1982-83 in seleetecl wards of certain 
«harges. had discloseid that l'efunds amounting to Bs. Z84.59 lakhs 
ill ~ of 4133 refund vouchers were authorised after delays nac-
. me from lib: montha to more thaa three yean. The Committee regret 
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tbat d_pita their rwom""mdatians aDd t .... recommendation. of the 
Estimate. Commjttee) the ~  of payment of refiuuts in tl .. r 
Income-tax Department continues to be dilatory and iDefIiclelDt as 
ever. Tbe Committee are unable to accept that "acute shortage. of 
star c .... be aD impeA&ent ill the espeditieas __ of __ II 

or"'n. It is imperative that all remuds are issued ai' expeditioualy 
as poBIiJale as t1Ie 8I88S1!1eas are aet ccmcerned with these iDtenaal 
maeten -of the dopartmeat and are entitled to laave refunds is&Oed 
promptly and witu.t aDy IIifIieaIty. 

L3& The CODUnittee are d.istNssed to find that a8 against a sum 
of Ba. 1.03· crores only paid during theI year 1979-80 as interest on 
belated relfunds (botb suo moto and otherwise), an amount o~ Rs. 
7.12 (!!'Ores was paid cluriD8, the year 1983-81. This shows the magni-
tude of the problem and the ineptitute of the Government to bring 
abolli much of an improvement in this field The Committee. how-
ever, note that the Gove!rnment are seized of the enonnity of the 
problem an.d the Board had asked the Inspection Division of the 
Central Board of Direct Taxes to monitor compliance of the instrue.-
tiollS ilBUed' in. this regard' from time to timeI wbiIe inapeotblg the 
work of IIle000000tax eirelei aDd to report to the ChairmiUl lot initia-
tion of apprOpriate disciplinary proeeedings both apinst lDcome-tax 
Oflleen and AMi.tant Commisaione:rs in. cues where a ~  inltmc-
tions had' not been followftl. Th.,. Committee ........ d like to be ape 
prited' of' the progress made in 'this regard; 'l'tie--Committee desire· 
that·· Gflic .. beld" directly responsible for delayiDg .... t!! of· refund 
orders should be suitably penalised. 'nle Committee also recOmmend 
that the ammaI appnilal reports of .., Commu"'s of Income-
tax dloald specifically mention about perfOl'Dl8DCe regarding the 
prompt issue of rehmd payments. The CODdDittfle· would like to be 
informetl of ther positiOn in this· regard. 

1.37 The Committee are' surprised to find. that no regular repol't 
is called for by the Beard or the Commissioners of mCOllle-tax from 
the· Income-tax 0fIleers (RefuncJs) aboat deJayeld authorisation of 
refund. The ('.ommittee recommend that demarcation of duties and 
~ i i i a for prompt payment of refwufs sbould be cldar and 

specifie 50 .. to be able ,to i J ~ oi  lapses; delay. etc. 8Ild that 
periodieal ~  011' the disposal of refuDd.. eaM&. should be called 
for from each refund autboris ..... ome. to eDSJIre. effective.. control· 
over the disposal of refund cases. 

1.38 The Committee also desire that the MlnistlyofPlDanee 'must 
insist on strlet enfOrcement of.'theiDSt'I uttionS widell ~ f6ioInu1at-: 
ed aDd issued as Icmg ago as 1ft h y~ ~  ADy'breaeh ill tmp16. 

a oJio ~ ~  be ~ ~ i~ 
" 
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Copunittee desire to ... ktctt Wormed for, petlod ;, two yean about 
the success acbteved iD the implemelltatio,Q. of the' iDs""etioQs ~ 
U. lanlUU'T. U76 aDd the actioD taken. .pinst ~ ofllclal8 for not 
implementmc· the illltruetiODl. 

1.31 The Central. BoarcI of Direct Taxes issued iDatruetlOlUl in 
.Iu1y 1980 to be observed by the J,neoJl;l.e-tu authorities for ~

ing issue! and encasbmeDt of horus refu.n6, TIae ColQIDittetli ~ d.la-
treued to say that these instructions had Dot been o ~ serupul-
.eudy as is evident from the foliowiD; facta pointed out by' Audit: 

(1) Refund VOJIclIer writteo ..,. a C&uk or Tax ~ i a  ad 
daeeked. by the! SupervUor is required to be ball7 check-
ed and "'ed by ~ a  0Iicer. Th!e persoa W'ba 
wri.teII aad the ODe. who cheeks tbe re6Uad voudIa' pat 
their llpatarea _ the oIlceI co'" daereal aDd .dv_ 
__ o.t of. 41% ioC81De4u. w"', iapeded _ tIM 
Audit, the aIJove procedure wall IDOt followed in .. ..a.r 
.. 131.... .()etpi_....., also nedced ia M wa* 
ill Paajab aIMI 53 ward8I in ADdhra Prall .. 

(Ii) On receipt of tIaW foil ef tile refpd h~  tJae ...... 
..w .. "'IuiIIed to .., teIIied witlt .... .me. eon .f •••• 
vouchers and date of encashm.ent indicated therein. Out 
of 424 wards test cheeked, omiilsioDS to tally the! paid 
voucher. with oSee copies were noticed in 360 wards. 
Omissions of this type were also noticed in. 53 WaMs and 
11 wards In ABdhra Pradesh and Kerala charps reiipeC-
tiv.I,.. 

. . 
(iii) A quuiterly verificatiOl1 is to De made by mCO!D.e-tax 
Officer from oftlce copies of refund vouchers as well as 
from Demand and Collection Registers to find out whether 
all the paid foDs of refund vouchers have been received 
within • months of issue of refund vouchers and if not, 
an inquiry would be made to see that no fraudulent pay-
ment had been made. Out of 461 wardR test checked, such 
a "erification was not done in 356 wards. It was also 
noticed that in 186 wards, 12,587 paid vouchers issued 
during 1984)..81 to 1982-83 for Rs. 259.97 lakhs were not 
available on records. 

The Ministry of Finance (Department of Revenue) have since 
issued further instructions on 8 .January and 5 February 1986 invit-
io .. attention of an the Commissioners of Income-tax to the above 
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obsenations of· the Audit and directing them to make i~ ins-
pection to find out cases of delay and to ~ deterrentadion against 
the erring -officers. h~ Committee feel that these instructions, if 
implemented scrupulously would go a· long way in improving the 
position. The Committee hope that thel Ministry would not noW-
rest content with the mere i ~ of the instructions and would moni-
tor the position periodically to ensure that the lapses pointed out by 
the Audit are not repeated. The Committt18 would like to be a i~

ed of the results achieved by the implementation of the instructions 
issud by. the Ministry of Finance. 

1.40 The Committee note that a number of cases of fraud involv-
ing huge amounts of revenue have occurred in variolls income-tax 
wards/charges. Notable amoll&' those charges are' Baroda (where 
20 cases of fraud involving total revenue of Rs. 38,651 occurred in 
1982 alone), a~i  (where 29 cases involving revenue of Rs. 2,31,734 
occurred during 1979-80 to 1982-83), Tamil Nadu (where only 3 cases 
involving revenue to the tune of Rs. 2,77,061 oeeurred during 1979-.80 
to 1983-84). The) Committee regret to say that many of the frauds 
have occurred after the issue of instructions of July 1980. The Com-
mittee desire that the cases of fraud should be thoroughly investigat-
ed and analysed to find out the loopholes left in the system of autho-
rising refunds and to ~ effective remedial measures to plug the 
same so that the unsatisfactory situation is not repeated in future. 

Nrw DELHI; 

3 April, 1987 

13 Chaitra, 1909 (Saka) 

E. A YYAPU REDDY 

Chairman, 

Public Accounts Committee.. 
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Sir, 

APPENDIX I 

(Vide Para 1.08 of the Report) 

DOMS Cireular No. ~ 

F. No.' 22/24j76-APIDOMS 
Directorate of O&M Services (I. Tax) 

New Delhi 

Dated: 15-7-198v 

All Commissioners of Income-tax. 

J C i ~i i a io  of procedW'e tor'issue of refunds oi 
Direct Taxes-Issue of refund vouchers up to Ri. 
9991 -without advice Jmtes-regarding-

With a view to facilitating the payment of _~o small' 
taxpayers, the Central Board of Direct Taxes had earlier taken a: 
decision that the advice notes in respect of direct taxes refund orders 
upto Rs. 999/-will no longer be issued. The revised procedure takes 
effect from 1-1-1980 and is contained in the following paras. 

A. PROCEDURE FOR REFUNDS UPTO Rs. 999 

Refund voucher forms for refunds upto Rs. 999/-have. been: 
printed at the India Security Press. Nasik on water marked paper' 
with the legend "Government of India" printed all over in micro--
print. The books of refund vouchers as also each. voucher containecf 
h ~i  are machine numbered. Each book of refund vouchers c<m-
taining 100 vouchers, serially numbered, also bears the legend 
"Valid for amounts  upto Rs. 999/-only" at the top, for which there 
will be no cDrresponding books of advice notes. Each book has to 
be stamped with the stamp of the Offi.ce. of issue. The month and 
date of issue of the book Is to be written in words and not in figureR ... 

3: The refund vouchers for the amounts upto Rs. 999/-will con-
sist of three foils, marked "First foil", "Second Foil" and ICThird-' 
Foil" to be used as under:- _. 
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The "First Foil" will remain in the Refund Voucher Book and 
will serve as o~ eO,..,. 'l11e "Second Foil" and "Third 
FoU" will be sent to the assessee who will present them 
to the Ballk ~  in the Refund Voucher for encash-
ment. The Bank will make payment on account of refund 
voucher presented by tax payer and all such refunds made 
in a day would be entered in a separate scroll of refunds 
by the BIUlk. Such scrolls would be prepared separately 
for each Major Head in triplicate and ·one set of such 
scrolls with the "Third Foil" of the refund voucher in ea<!h 
ease would be sent to the designated officer in the same 
manner as for the bank scroll of receipts, who will for-
ward the same to the concerned Income-tax Officer in the 
prescribed manner. The other set of scrolll a J a i~  

by the· "Second Foil" of the refund voucher will be, sent 
directly to the Zonal Accounts OfIleer concerned. 

4. The following iDstruetiODS shall be observed with regard to 
-the writing of refund vouchers:-

(i) The blank spaces in the vouchers should be ftlled in in ink 
. and any corrections attested with full signatures of the 
I.T.O. 

(il). WhUe Wl"iting the &nlount in figures as well 21& in words, 
care should be taken to leave Do spaee for interpolation. 

(iii) The word "only" should be added at the end of the amount 
written in words. 

(iv) The spaces which still remain blank after making entries 
~ a i  name-anei amount shQUld be scoMdout by a 
a ~  line intercepted by cro ... marka as illustrated be-
Iow:-

• • • 
(v) In the space provided for writing the amount (which is a 
eombined space for writing the amount, in figures El$ well 
u in words) first the amount i1\ figures .should be written 
and thereafter i h~ small brackets, the amount in words 
which should. again ~ pte-fixed 1;>y the word "RUpees"· 
As a further safeguard. a bar should· be inserted between 
eveJ:y two words of the amount written in words as i ~-

trated below:- . 

"Please pay to Shri P.Q.R. - the sum of Rupees 945/-
Rupeeslninelhundredlf1Jl'ty five only (in figures) ..... 
(inwords) ...... on account of refund due to him.." 
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(vi) A note to the effect that the amount of the refund voucher 
is below a specified amount expressed in whole rupees 
which is in excess of the amount of the refund voucher by 
Rupee (lne should be recorded prominently at the top of 
the voucher in red ink. Thus "Under rupees nine hundred 
and one only" means that the refund voucher is for Hs. 
900/. and similarly "Under Rupees fifty six only" will 
mean that it is for Rs. 55/-. This note should be written 
by the ITO in his own hand before putting his signature. 

(vii) After the refund voucher is written by a UDC or a Tax 
Assistant, it will be checked by a Supervisor or a Head 
Clerk hefore the same is put up to the ITO for final check 
and signature. The person who writes the refund voucner 
and the one who checks the same will put their signatures 
(with names in brackets) on the ofRce copies of the refund 
vouchers and advice notes. 

5. On receipt of the "Third Foil" of the Refund Voucher, the 
UDC or the Tax Assistant concerned will tally the, amount paid with 
the office copy (First Foil) 'of the refund voucher and also write the 

, date of encashment' in the space provided in the offiCe copy.' Entries 
, of the amounts paid will then be made under proper classification in 

the Register of Daily Refunds and the foil of the refund voucher 
kept in the file' of the assessee. A note of the amount paid will also 
be made in the collection part of the Demand and Collection Register 
in Red Ink. It is needless to say that entries of all refunds from 
whichever proceedings they may arise must be made in the appro-
priate section of the D & CR. 

6. Checks prescribed in para 5 above will help in detecting the 
encashment of bogus refunds, if any. As a further check, however. 
the ITO will make a quarterly verification from the office copies of 
the refund vouchers as well as the relevant entries in the Demand 
and Collection Register to find out the cases where the paid foils of 
refund voucher have not been received upto 6 months from the date 
of issue of refund voucher. In such cases, the ITO will consult the 
records of the CTUjDCUILTU/ZAO and if necessary will appropch 
the concerned bank to ascertain the position about the encashment 
of the relevant refund VOUChers, particularly to ensure that there 
baa been no fradulent payment. 
213LS-4. 
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B. PROCEDURE FOR REFUNDS OF Rs. 1000/-OR MORE FOR 
WHICH ADVICE NOTE WILL BE ISSUED 

7. These refund voucher fonns and advice notes are also print-
ed at the India Security Press, Nasik on water marked paper with 
the legend "Government of India" printed all over in micrc:rprint. 
The books of refund vouchers and advice notes as also each voucher 
contained therein are machine numbered. The refund vouchers will 
bear the same number as the advice notes. The refunds for Rs. 100/-
and above are issued from the books of refund vouchers containing 
100 vouchers, numbered. serially which also bear the legend "valid for 
amounts of Rs. 1000/-and above" at the top:. Each book is to be 
stamped with the stamp of the office of issue. The month and date 
of issue of the book is to be written in words and not in figures. 

8. These refund vouchers, viz. for Rs. 10001-or more, will consist 
of only two foils, of which one foil, the "First Foil" will remain in 
the refund voucher book and the "Second Foil" will be issued to the 
assessee for presenting it to the bank for encashment. 

9. Instructions contained in para 4 above for writing refund 
o h~  upto Rs. 999/-shallJ be observed for writing .refund 
vouchers for higher amounts also. 

10. Adtnce Notes 

(i) Where the amount of refund is Ra. 1000/-or more, an Advice 
Note bearing the same number as that of the Refund Voucher is 
prepared, signed and simultaneously issued to the Bank on which 
the Refund Voucher is drawn. Accordingly, the Income-tax O:fBcer 
has to take care that the Advice Note for a particular Refund bears 
the same number as that of the corresponding Refund Voucher. 

(U) The book of Advice Notes will consist of three foils marlted 
"First Foil", "Second Foll" and "Third Foil". The first Foil will 
remain in the Advice Note book and will serve as office copy. The 
"Second Foil" and "Third Foil" will be sent to the Bank. The Bank 
on receipt of the advice note will make payment on account of the 
refund voucher presented by the tax payer and all such refunds made 
in a day would be entered in the separate scroll of refunds for each 
Major Head mentioned in para 2 above. One set of such scrolls with 
the "Third Foil" of the advice note in each case would be sent to the 
designated officer in the same manner as for the bank scrolls or 
receipts. who will forward the same to the concerned Income-tax 
Officer in the prescribed manner. The other set of scrolls a~ o

panied by the "Second Foil" of the advice Note and the paid refund 
voucher will be sent directly to the Zonal Accounts Officer concer-
ned. 



(iii) Particulars, such as the date of issue, name of payee, a ~  
of refund, etc., shculd be correctly noted in the Advice Note. While 
writing the amount in words in the Advice Note, the word "only" 
should be inserted at the end and care should be taken to leave no 
apace for interpolation. 

(iv) The Refund Voucher of Rs. 1000/-or more will not be en-
cashed unless the Advice Note is received by the Bank. The classi-
fication head to which the refund amount has to be debited mUlt 
also be noted in the Advice Note . 

. (v) In order to ensure correct encashment of the Refund Voucher, 
the Advice Note must be sent direct to the Bank. 

(vi) The fact whether a Refund Voucher has been crossed or not, 
should be stated in the Advice Note. 

11. On receipt of the "Third Foil" of the Advice Note. the Income-
tax Officer will himself tally the amount paid with the office copy 
of the Refund Voucher and. also write the date of encashment in 
the ~  provided in the office copy. Entries of the amounts paid 
will then be made under proper classification in the Register of Daily 
Refunds and the foil of the Advice Note kept in the file of the ... 
sessee. A note of the amount paid will also be made in the Co~ 
tion Part of the Demand and Collection Register in red ink. 

12. The instructions contained in para 6 regarding quarterly veri-
fica.tion of the receipt of paid foils of refund vouchers upto R& 1991 
will appliy mutatis mutandis to the receipt of advice notes in GMt 
case· of refund vouchers for higher amounts also. 

13. The books of refund vouchers, both for refunds U})to Rs. 999 
and for refunds of Rs. 1000 or more. as well as the Advice Notes 
will remain in the personal custody of the Income-tax Officer who 
will intimate to the Reserve Bank of India or to the branch of the 
State Bank or its subsidiary, as the case may be, the book which 
he is using. In the case of special circles, e.g., Investigation Circle. 
Salary Circle, etc. who have to issue refund vouchers at more than 
one Bank branches within the accounts jurisdiction of the concern-
ed Zonal Accounts Officer or at the Bank in the accounts jurisdic-
tion of another Z.A.O., the number of all the books brought into 
use will be notified to the ZAO concerned who will·in turn inti-
mate the concerned banks in his accounts jurisdiction and where 
hanks are outside his jurisdiction intimate through the concerned 
Z.A.O. 
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14. There will ordinarily be one Refund Voucher Book for all the 
. branches of State Bank or its Subsidiaries for district or a circle 
. but the Commissioner of Income-tax may, at his discretion, ~ 

cribe Refund Voucher Books separately, for some branches where 
he may o i ~ it necessary to do so. . 

15. A refund voucher is like a cheque payable to order. . It is for 
.1his reason that the books of Refund Vouchers should be kept in 
the personal custody of the Income-tax Officer. 

C. PROCEDURE FOR ISSUE OF UNCROSSED VOUCHERS ON 
REQUEST FROM THE ASSESSEE. 

16. The existing instructions that all refund vouchers of the value 
· of Rs. 500 or more should invariably be crossed and made payable 
on the 'payee's account only' would continue to be followed. How-
ever, sometimes, it may happen that certain assessees do not have 
'a bank account and they find it difficult to encash a crossed Refund. 
Voucher. To avoid hardship to such assessees, uncrossed voucher 
· may be issued. provided the assessee gives in writing that the vou-
· cher ~o  not be crossed. Where the voucher exceeding Rs. 500 
· i$ not crossed. the bank should be requested to insist on the identi-
· fi<;ation of the payee before making the payment. In case of re-
· -ftituh of Rs. 1000 and above the bank is also to verify before hand. 
that the Income-tax Officer has in fact sent a separate Advice Note 
'Indicating that the voucher is not crossed. 

11. The Inspecting Assistant Commissioners should in the course 
('Of periodical inspections. check that the system of issuing refunds 
and the various checks prescribed are being strictly adhered to. 

18. These instructions may be brought to the notice of all the 
officers working in your charge for strict compliance. 

Yours faithfully, 

Sd/ -(A. C. Jain) 

Director. 



APPENDIX D 
(Vide para 1.12 of the RepOrt) 

F. No. 385/85178-IT(B) 

Government of India 

Central Board of Direct Taxes 

New Delhi, the 30th November, 1979. 

OFFICE MEMORANDUM 

S'OBJECT: AClOUNTING' OF REcEIPT OF DmFcr TAXES-MODInCATION IR 
THE PROCEDURE-REGARDING-. 

The working of the system of accounting for Direct Taxes re-
eeipt and refunds which has been in operation since 1st April, .l9n 
was examined recently by a Committee constituted by the Cen .. 
tral Board 6f Direct Taxes with a view to bring about simplicity. 
promp'i.ness and effectiveness in the working of the system.. ." 

: ,' .. ~ .. l 
2. The recommendations of the Committee were considered by 

the Board. The suggestions of various Commismone:t:'s of Income-
tax were also invited. The Board has now decided to make certain 
manges in the existing system of accounting. 

J. BrieBy stating, the changes are:-

(a) The recording of a running serial number on each chal-
Ian and against entry in the scroll will be discontinued. 
The control on the distribution of challans will be exer-
cised only with reference to the total number of challans 
and the amount involved in them. 

(b) A Rubber Statt'lp indicating the month of account would 
be affixed by the CTUILTUISTU on each challanlre-
fund advice. Its accounting would be done in that month 
irrespective of the date of paymentlrefund or the date on 
which the challan/refund advice is received by the DCU I 
LTU /ITO. The 'month of account' would normally be 
the month for which local bank's scrolls .are received by 
the 5th of the next following month. 

47 
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~  Central Daily Collection Registers/Central Registers of 
Daily Refunds will be maintaned. in the DCUslLTUs in 
which the challans/refund advices will be entered. De-
tailed. accounts containing major, minor and sub-head 
wise classification of payments will be compiled and fur-
nished to the ZAOs (in case of DCUs; through the CTUs) 
as well as to the Cs.I.T. The Cs.I.T. may, however, dis-
pense with the maintenance of these registers if, consi-
dering the small number of ITOs under any DUC/LTU 
they are able to ensure that the rendering of detailed ac-
counts by the individual ITOs are not delayed on any 
account. 

ld> The o - ~ io  challans will be accounted for by the De-
signated Officer who receives them and not by the De-
signated Officer to whom they pertain and are sent sub-
sequently . 

... The details of the changes in the system of receipt 8l'counting 
are explained in the following paragraphs. 

5. Distribution of chal.ltansl Advice notes and compilation of de-
taUed accounts: ",;.; 'I 

.<a> On receipt of challans/refund advices in the CTU/LTU/ 
STU, the present procedure of assigning a CTU /LTU / 
STU number of each of the challans/refund advices and 
giving the same serial number in the scroll will be dis-
pensed. with. 

(b) Instead, on receipt of the challans/refund advices and 
after exercising the checks prescribed in the booklet pre-
pared by the Directorate of OMS (IT) New Delhi in March 
1977 titled 'System of Accounting for Direct Taxes re-
ceipts and refunds' as amended from time to time (here-
inafter referred as DOMS booklet, a Rubber stamp indi-
cating the month of account should be affixed on each 
challan/refund advice. The month of account will, for . 
this purpose, be the month in which the focal point bank . 
scrolls are accounted for by the Designated Officers. Such 
scrolls, as at present, would be the ones received upto 
the cut off date viz. the 5th of the following month. The 
date of the scroll will be that of the main scroll of the 
focal point bank and not of the link branch or of the 
receiving branch. In other words, the cbQl1ans/refund 
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advices received from he focal point bank by the Desig-
nated Officer under the focal point banks' main scrolls for 
the month of January 1980 (or of earlier month not ac-
counted for) received upto 5th February, 1980 will be 
accounted for the accounts for the month of January. 
1980 and", Rubber Stamp indicating "January, '80" as the 
month of account would be affixed on each such challanh 
refund advice. 

(c) The challans/refund advices received in the CTUs would 
be distributed to the DCUs as at present. The CTU Dis-
tribution Memos need only show the total number of 
challans/refund advices and their total qmount. The 
column in the Distribution Memo for recording serial num-
ber (col. 1) and amount (col. 3) will, however, continue 
to be filled in to facilitate the tally of the challans/refund 
advices according to their numbers and total amount. 

(d) In order to ensure that all challans/refund advices re-
ceived by the CTUs have been distributed/accounted for 
its necessary that entries in all the columns of the Daily 
Tally Registers of collections/refunds are properly made 
and tallied as at present. . 

(e) At the level of LTUs and DCUs a revised procedure will 
be introduced for compiling the detailed accounts. At pre-
sent the LTUs/DUCs are distributing the ch"llans/re-

fund advices received by them to their ITOs and watch-
ing receipt of detailed accounts from the latter. Instead, 
the LTUs/DCUs. will. themselves, compile the detailed 
accounts in respect of these challans/refund advices. 

(f) In order to enable the ITUs/DCUs to prepare detailed 
accounts, they will maintqin the following 3 daily col-
lection Registers (CDCRs) and three Central Registers 
of Daily Refunds (CRDRs). 

(i) Central Daily Collection Register of Corporation Tax. 
'020'. 

(ii) Central Daily Collection Register of Taxes on income 
tax other than corporation tax '021'. 

(iii) Central Daily Collection Register of E.D. '031', W.T. 
'032', G.T. '033' and other heads of account. 
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(Iv) Central Register of Daily Refunds of C orpot'lltion Tu 
'020' . 

. (v) Central Register of Daily Refunds of Taxes on o ~ 

tax other than Corporation Tax '021'. 

(vi) Central Register of Daily Refunds on account of E.n. 
'031', W.T. '032', G.T. '033' and other heads of account. 

(g) On receipt of challans by the LTU/DCU, and a!ter 
exercising the checks prescribed in the DOMS booklet 
(,hallans/refund advices will be segregated ITO wise. 
They will be entered in the respective CDCRlCRDR and 
the CDCR/CRDR number will be noted on each challan/ 
refund advice. Before making entry in the Cr.CR/CRDR, 
the LTUs/DCUs will also check the classification on the 
challans/refund advices and make neC'essary corrections 
thereon as per the procedure prescribed in the DOMS's 
Circular No. 26(R. No. 22-4-76-AP/DOMSjVol. II dated 
30-6-1978) 

(h) Formats of the CDCRs/CRDRs are enclosed at Annexure 
I to VI. The CsIT may make their own arrange.ments 
to registers printed locally. The existing DeRs may also 
be used· if necessary, by making suitable changes in the 
colllIIlDs.· While the immediate requirements for the next 
few months may be met as above, efforts will be made by 
the Board to get these registers' printed by DI (RS&P) and 
to supply them to the CslT on a regular basis. 

(I) The challans/refund advices which do not pertain to the 
DCU to whom they are sent, would be returned, if detec-
ted before entry in its CDCRlCRDR. However, if such 
challans/refund advices are detected after the entry has 
been made they will be sent to ITOs concerned or the 
CTU as "Accounted for cha1l:ans/refund advices" as per 
the procedure prescribed in the DOMS booklet. No at-
tempt need be made in such cases to cancel the entry in 
the CDCR/CRDR or to make any acUustment in lieu 
thereof. 

(j) Where the number of ITOs under any DCU/LTU is small, 
there may be no difficulty in getting the detailed accounts 
. from the ITOs. In that case there will be no need to 
maintain the CDCRlCRDR by that DCU /LTU. This may 
be decided by the· Cs rr Bub;ect to their ensuring that the 
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t"mdering 01 detailed tlCcounta by the ITO. ;. not clelGsleci 
Oft any account. In such cases the DCUslLTUs will con-
tinue to perform the existing functions ot consolidating 
the detailed accounts and sending them. 

(k) After entry in the CDCR/CRDR, the DCUs/LTUs will 
distribute the challansjrefund advices to the individual 
ITOs. These Distribution Memos will show the CDCR/ 
CRDR number and the amount of each ~ha a  

advice and will be prepared in triplicate as at present. 
Two copies of these Distribution Memos will be sent to 
the individual ITOs alongwith challans/refund advices. 
The individual ITOs will enter the challans/refund· ad-
vices in their Daily Collection Registe.rsfDaily Refund 
Registers and the Demand and Collection Registers and 
return one copy of the Distribution Memo after indicating 
the Demand and Collection Register number against the 
entry of each challan/refund advices. Thus, the DCUS/ 
LTUs will ensure that all the challans/refund advices 
which are to be noted in the D&CR have been noted by 
the individual ITOs. Any misclassification still persisting 
in the challans/refund advices noticed by the individual 
ITOs will also be intimated by them to the DCUs/LTUs 
for making necessary corrections in their CDCRs and 
aceount.. 

0) The detailed accounts statements major/minor sub-head-
wise will be compiled by the OCUslLTUs on the basis 
ot entry of challans/refund advices in the respective Cen-
tral DaUy Collection Reglsters/Certtral Registers of 
Daily Refunds. The detailed accounts statements so 
compiled will be sent to the respective Designated Officer I 
Zonal Accounts Oftlcer. A copy thereof will also be sent 
to the CIT concerned. This copy will be made use of by 
the CIT tor preparation of all statistical and managerial 
eontrol statements to be furnished by him to the Boarfl 

6. Accoontin9 of Suspeme ChaZlan/Refll:nd Advice 

(a) The challanslretund advices whose destination cannot b& 
known and which remain unaccounted for i.e. suspense challam/Re-
fund Advices will be accounted for by the CTUs/LTUs concerned 
after all efforts to locate their destination have failed for 3 months 
from the month of a~ o  In other words, the CTUsfLTUs will 
render detailed accounts for all such suspense challans/refund ad-
vices received in the month of account of say ApriL 1980, latest 
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alongwith the detaUed accounts for the month of July, 1980. How-
ever. detailed accounts of such challans/refund advices received 
during the last quarter of the financial year i.e. from January to 
March should be rendered as early as possible but latest along with 
the accounts for the month of March to ensure that they are accoun-
ted for in the same financial year. Another Rubber Stamp indicat-
ing "Accounted-for" should be affixed on such suspense challansl 
refund advices to avoid their subsequent accounting when their 
destination becomes known. For the purposes of making entries of 
suspense challans/refund advices the CTUsfLTUs will maintain 
Central DCR/Central Registers of Daily Refunds as may be neces-
sary. 

(b) Subsequently, if the destination of the suspense challans/re-
fund advices becomes known, they will be transferred to the ITOs 
concerned after ensuring that the stamp "Accounted for chaUanl 
refund advice" has been duly affixed on each such cha11an/refund 
advice in accordance with the procedure in part VIII of the DOMS 
booklet. 

7. Accounti'ng ~  inter I inter-zonal tranBfer chaUanslrejund advice': 

It has been decided that inter/intra-zonal challans/refunds ad-
vices (i.e. challans/refund advices pertaining to other Designated 
Officer either within the zone or outside the zone) received by a 
Designated Officer should be accounted for in the detailed accounts 
by the Designated Officer receiving such chaIlans/refund advices. 
The detailed procedure is as follows:-

(a) On the basis of information given on the challans/refund 
advices (and after correcting obvious misclassifications, if 
any). the receiving Designated Offirer will classify the 
amounts to various minor sub-heads by entering them in 
the respective CDCRs/CRDRs. These classified. challansl 
refund advices will be included in the detailed account to 
be rendered by the receiving Designated Officers. In cases 
where it is not possible to classify the challans/refund 
advices to the proper head for want of details, these 
challans/refund advices will be kept in the Suspense 
Register and dealt with Uke other 'Suspense Challansl 
Refund Advices!. 

(b) Designated Officer will. however, continue to maintain 
inward/outward Collection Transfer registers as prescrib-
ed In nOMS booklet. 
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(c) Such challanslrefund advices after entering in the 
CDCRs/CRDRs will be treated as 'Accounted. for chal-
lans/refund advices' and dealt with, mutatis a ~ 

in the manner prescribed. in Part vnr of the OOMS book-
let. 

(d) Such challanslrefund advices will be sent by the lJresiI-
nated. Ofticer to the Designated Officer concerned. of the 
respective CIT who will keep a separate record of these 
challans/retund advices and send the same to the assess-
ing ITO concerned. for entry in his DCR and D&CR. 

(e) Proforma accounts of these transfers from the other 
zones will be maintained by the Cs IT on the basis of in-
formation collected periodically from the Designated om-
cers so that these may be utilised by the Board while 
arriving at the Statewise collection of various taxes. 

8. Rendering of simple accounts/major hea.d-wise accounts/Additional 
InfOTf7l4tion Statement 

The existing instructions regarding the rendering of the above 
accounts to the Zonal Accounts Officer and the CCA will continue 
to be followed except for some changes as indicated below:-

(a) Since the transfer challanslrefund advices are to be 
accounted for by the Designated Officers receiving the 
same as indicated in para 7 above, the preparation of 
simple acounts showing the details of transfers in/trans-
fers out as prescribed in para 4.10 of booklet titled 
'Departmentalised Accounting System for Direct Taxes 
Receipt and Refunds' issued by the C. B. D. T. in 1977 
Will be dispensed with. Instead, the major headwise 
accounts of the challans/refund advices received will be 
kept by the designated officer and a copy of the same will 
be sent by him to the Zonal Accounts Officer. 

(b) There j:lhould normally be no difference9 between this 
account sent by the Designated Officers to the ZAOs to 
the CCA but if there are any differences, these win be 
reconcljed by the ZAO on the lines prescribed in para 
5.2 (viii) of the booklet referred to at 8(a) above. 

(c) The Designated Officers of CTUs will watch the receipt of 
the detailed accounts from the DCUs and render the same 
to the ZAO who will in turn render the same to the CCA. 
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(d) At present, the additional information a ~ are 
being furnished by the Cs IT to the Board by the 30th 
of the following month. In the revised procedure, it 
should be po$Siple .for the Cs IT to get full information 
regarding the detailed accounts of receipts from the 
Designated Officers by the 25th  of the o o~  month. 
This information can be utilised by them for submitting 
the Additional Information Statement. In other words, 
there will only be one set of figures called 'the detailed 
accounts statements' and these will be utilised by the 
Cs IT to exercise· managerial control as well as to render 
managerial statements to the Board. 

, 

9. The dates for rendering the various accounts to the various 
authorities will be revised as follows: 

<a> T .. legraphk: intimation of receipts figures from Cs 7th of the succeccfiq 
11' to the Board (No change from existing position> month. . 

(b) Major headwise' . accounts from the Designated 8tb of the succ:ccding 
oiiCCll to the ZAO month. 

(c) Mlijor bead wise accounts for ZAOs to CCA (on the 8th of the succcecfiDa 
basil of hank acrolls without waiting for 'B' above) month. 

(IS) Major bead-wile accounts from CCA to the 15tb of the sucoeedilll 
Boani/CCA month. 

(e) Detailed Accounts Statement from the Designated 25th of the II1lCCeCdlq 
oIIicen to the ZAO month. 

(I) Detailed Accounts Statement from CsTT to the Board. 30th of the foDowm. 
('This Wl11 be sent in plaec of Addl. information month. 
Statement beiDa sent at present.) 

Ca) DctaI1cd accounts Statement from ZAO to CCA 30th of the foDo. 
month. 

(h) Detailed Accounts Statements (CODIOlidatcd) from 15tb ofthc second (OlIo.-
CCA to the COA iDa mortth. 

The above dates have been prescribed keeping in view the 
speedy flow of challans/refund advices on account of abolition of 
individual numbering system and Simplification of Distribution 
Memos, reduction in the number of accounting units from 2500 to 
about 500, managerial needs of the Board and timely rendering ot 
accounts to the Controller General of Accounts. As the challansl 
:refund . advices will now be distributed more promptly by the CTU 
to the DCUs throughout the month and Central DCRs/CRDRs will 
be maintained by them, DCUs should be in a position to render the 
detailed accounts to the CTU  whi(:h has only to consolidate these 
accounts and &end the same to the ZAO by 25th of the following 
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month. LTUs can also conveniently adhere to these dates .. thet 
themselves have to post the challans/refund advices in the CDCRsI 
CRD:Rs and prepare the accounts. 

Major headwise accounts from the designated officer to the ZAO 
(as at 'B' above) is necessary for the purpose of reconciliation with 
the ~  figures. As the transfer/suspense challans/refund advices 
will now be accounted for by the Designated Officer receiving them, 
the major headwise accounts to be fumished by the Designated om-
cer to the ZAO will only show totals of the bank scrolls received 
under each major head from the focal point bank during a particular 
month, for which detailed account has to be sent subsequently. 

10. Other MisceUaneo'U$ Instructions: 

(a) Both, the Designated Officer and the ZAO will maintam ap-
propriate records to watch the receipts of missing cha1lanslrefund 
. advices and issue of scrolls by the bank in respect of discrepanciee 
notices. 

(b) The Designated Officers while rendering the detailed 
accounts will also include in such accounts s).lSpense and inter-zonal 
transfer chaUans/refund advices. . 

(c) DCUslLTUs while posting the cha11anslrefund advices in the 
CDCRs/CRDRs should follow the existing instructions of the Board 
issued for .anocation of amounts of surcharge on the income tax depo-
sited by h~ assessees where payment of surcharge has not been 
: shown separately on the challans/refund advices. It must also be 
ensured that in case of challans/refund advices issued by the ITOs 
themsoelves the nllocation· between Income-tax and surcharge has 
been shown correctly and accounted for as such in the detailed 
accounts. 

(d) Changes in classification from one major head to annther 
in respect of suspense and transfer challans/refund advices will be 
made at the level of the Designated officers by keeping prescribed 
records. 

11. The existing procedure already prescribed in the 'System of 
Accqunting for Direct Receipts and Refunds' issued by DOMS and 
'Departmentalised Accounting System for Direct Taxes Re.:eiptl 
and Refunds, issued by CBDT wiU continUe to be followed except 
the changes as indicated above. These booklets will be revised and 
issued in due course. 

12. The above proposals are likely to result in reduction in the 
staff requirements in the CTUs, but some reinforcement at the level 
of the DCUsjLTUs will be necessary as these units have been mlele 
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the basic accounting units. However, in view of the simplification 
in the documentation procedures and reduction in the number of 
accounting points, it should be possible for the Commissioners of 
Income-tax to divert some staff from the CTUs to DCUs. Regarding 
LTUs also suitable internal adjustments in the staff dispositions 
may be made by the Commissioners of .lncome-tax. 

13. It has [oE:en decided to introduce the new procedure w.e.f. 
1-1-1980 that is, for all the challans/refund advices relating to the 
month. of January, 1980 onwards. If, however. there is some ad-
ministrative delay for introducing the procedure relating to the 
maintenance of Central D.O.Rs by the DCUs/LTUs, this may be 
done from a later date but not in any case later than 1-4-1980, and 
the rest of the procedures may be introduced w.e.f. 1-1-1980 
onwards. 

14. It is, therefore, requested that immediate action should be 
taken to acquaint the staff with the revised procedure. Any further 
clarification needed in the matter may be addressed to the under-
signecI by name with a copy to Chief Controller of Accounts, Central 
Board of Direct Tues. 

15. The receipt of this Memo may please be acknowledged. 

SdI. 
(8. R. Wadhwa) 

Secretary, Centt-al Board of Direct T4ZeJ 

Copy forwarded for information and necessary action to:-

1. All Commissioners of Income-tax (witl?- 10 spare coples) 
2. All Zonal Accounts Officers, CBDT. 
3. The Direcror, O&M Services, Income-tax, Aiwan-e-Ghialib, 

New Delhi. 
4. The Director (RS&P), Mayur Bhavan. New Delhi. Para 

5(h) of the memo may, in particular be seen for mgent 
necessary action. 

5. DI (IT&Audit) 
6. DI (INV.)/DI (R&S)/DOMSjDI (P7PR), New Delhi. 

7. Asstt. Director of Inspection (Bulletin), New Delhi. 
8. Bulletin Section of DI (RS&P) with 6 spare copies. 

9, All officers and sections in the Technical Wing of Central 
Board of Direct Taxes. 
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10. Hindi Section with the request to furnish stencils of Hindi 

version of the above instructions. 
11. Section Officer (Ad. VII) 
12. Chief Controller of Accounts (CBDT) , New Delhi. 
13. Inspection Division of CBDT, Vikas Bhavan, New Delhi 

(with 4 spare copies). 
14. ITCC Section - 2 spare copies. 
15. Ministry of Law, Justice and Company Affairs (Deptt. of 

Legal Affairs), New Delhi. 
16. C&AG, New Delhi (30 copies). 
17. Director, I.R.S. (Direct Taxes) Staff College, Nagpur. 
18. DI (Recovery) ID! (Publication). 

SdI. 
(V. K Swaminathan) 

Desk Ojft.cef' 
Central Board of Direct Ta.res 
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Sir, 

APPENDIX m 
i ~ Para 1.24 of the Report) 

ilNSTRUCI10N No. 1680. 

F. No. 212/1043/8S-ITA II •• -

GoVERNMENT OF INDIA 

MINISTRY OF FINANCE 

Department of Revenue 
'"' 

Central Board of Direct Taxes 

New Delhi, the 6th January, 1986· 

AD adef Commissioners (Admn.) and 
o-laioaers of Income-tax. 

\ 
I : 

8tJB.Dcor: Prompt action.-giving effect. to appelltate orders, ap. 
pUCCltions frw rectification of miBt4kes and ad;u.st,menta 
Of prepaid ta.xes- I 

'!lie Bcmd vide Instruction No. 1534 [F. No. 279/74/76-IT(j)] 
dated 3-1.1983 had prescribed several controls at different levels 
such •• tile level of Income-tax Officer, Inspecting Assistant CoIJ?-00........ Commissioner of Income and Central 'Board of Direct 
Taxa. for eDlU%1ng prompt action in the matter of giving efted to 
AppdIIe orders. It is of paramount importance to ensure that 
all appel1ate, revisionary or other orders are seved in time 
and.. given effect to with the utmost promptness. 
'I1da will DOt qnly eliminate avoidable payment of interest but will 
also IIeIp the department avoid adverse criticism of its functioning. 

2. 1he Board would also like to impress upon the officers the 
importaDce of proper recording of the payments made by the use. 
&eel In the Demand and Collection Registers and avoiding the irregu-
larity of Dot giving credits for prepaid taxes while maikog final asseB-
meat. : .... 

62 
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3. LikeWise, a proper register for recording the receipt and 
disposal of applications o~ rectification of mistakes, should be main-
tained by each Income-tax Officer and Inspecting Assistant Conuni8-
sioner (Assessment) and the applications should be disposed of with-
in a moth of their receipt. 

.' 
4. The Board desires that steps should be taken to carry out sur-

prise inspections by the Commissioners/Inspecting Assistant Com-
missioners of Income-tax to find out cases of delay. The Commis-
sioners of Income-tax/Inspecting Assistant Commissionen of In-
come-tax are directed to ensure elimination of delays in 1!.-areas 
of work and to see that specific cases coming to their notice III the 
course of surprise inspections or regular inspections or as a ftlUlt of 
complaint, are carefully and promplty investigated. 'The ~ 

Assistant Commissioners should inspect this aspect of wort ill each 
Income-tax Officer's circle once a month and in moffuDl cbaq,e. 
whenever they visit these circles. In case where effect to Appellate 
Order is not given and rectification application is not ctispoed of 
within a month for no sufficient reason, the CommiIIioners of fu.. 
come-tax/Inspecting Assistant Commissioners should obtain tile 
written explanation of the concerned officials. Wi1h ... to ~ 
venting lapses suitable deterrent action should be tabla .. ~ 

ate cases against the erring officials. ' 

5. The Inspection Division of the Board has been abd to speci-
fically monitor compliance in this regard while inspecting tile WOIt 
of ,Income-tax Circles and report to the Chairman for inltiatlna appm. 
priate disciplinary proceedings both against officers and A-staat 
Commissioners in cases where Board's instructions have not beGl ,. 

lowed. " 

6. The above instructions may please be brought to the notice at 
the officials working in y01!r charge. 

7. Hindi version will follow shortly. '\ 

Copy forwarded to:-

Yours faithfully, 

SdI-GIRISH DAVE, 

Under SeC1'etary to the Govt. of 1m .... 

1. P. S. to Chairman, Member (lnv.), Member(L), Member 
(WT&J), Member (s&T), Member (R&A) and Member (IT). 

2. All Officers and Technical Sections of the C.B.D.T. DIrector 
of Inspection (Inv.) IIT&AuditIVigilanceIRecoveryIIntelli-
gence/RS&P/Specia1 !nv./Survey. 
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3. Deputy Director of Inspection (PP&R), New Delhi. 
4. A_ant Diiector of Inspection (Bulletin), New DeJhi. 
5. Comptroller and Auditor General of India (50 copies). 

6. Competent Authority, MadraslDe1hilBombaylCalcutta. 
7. 10int Secretary &: Legal Adviser, Ministry of Law, Shastri Bba-

van, New Delhi. 
8. Directorate of 0 & M Services (I. T.), Aiwan-E-Ghalib, Mata 

Sundri Lane, New Delhi (5 copies). 
9. Director, National Academy of Direct Taxes, Post Box No. 

40, Nagpur. _h_ 
Sd/-
(Oirish Dave) 

Under Secreta.ry to the Go-Vt. of India. 



• "To 

'Sir, 

APPENDIX IV 

(Vide Para 1.23 of the Report) 

INS1RUCTION No .. 1687. 

F. No. 228/23/85-ITA. n 
GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 

" (Department of Revenue) 

Central Board of Direct Taxes 

New Delhi, Sth February, 1986. 

All Chief Com.mjssioners (Admn.) 

& Commissioners of Income-tax. 

:SUBJECT: Procedure r.egctrding issue of Refund Vouchers-Observance 
of-regarding 

Instructions were issued vide Directorate of 0 and M Services 
(Income-tax) Circular No. 39 (F. No. 22/24I76-AP-DQMS) dated 
15-7-1980 regarding preparation of Refund Vouchers/Advice Notes 
;and watching their encashment. The instructions were issued pri-
marily to prevent the issue and encashment of ~a  RefunCl 
·Vouchers. 

2. On test check conducted by the Receipt Audit in 1983-84, it 
bas been observed in the Comptroller and Auditor General's R. 
port for the year 1983-84 that the procedures laid down in the afore-
said circular ~  not beiqg observed in following reSpects in most 
()f the Income-tax Wal'ds:-. 

(a) Writing df Reftmd Voucher, 

It is laid down that after the Refund Voucher is written by 
a Clerk or a Tax Assistant, it will be checked by a Su-
pervisor or Head Clerk before the same is putup to the 
Income-tax Oftloer for final check and silN'tu.re. The' 
person who wiites· the Refund Voucher and the one who, 
checks the aame,have to pu:t their signatures (with ~  

• I 
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in brackets) on the office copies of the Refund Vouchers. 
and Advice Notes. The receipt audjt has pointed out that 
out of 412 Income-tax Wards ~  by them, the 
above procedure was not being followed in 328 Wards. 
Omissions .were also notices in 24 Wards in Punjab and 
53 Wards in Andhra Pradesh. . -

(b) TaZlyilng of paid Vouche1', with of1ice copies: 

In case of refund upto Rs. 999 on recejpt of the third foil of 
the Refund Vouchers, the Clerk or the Tax Assistant o ~ 

cemed is required to tally the amount paid with the offiCe 
copy (first foil) of the Refund Voucher and also write 
the date of encashment in the space provided in the office 
copy. In regard to refunds of Rs. 1000 and above, the 
Income-tax Officer himself, on receipt of the third foU 
of the Advice Note, has to tally the amount paid with 
the office copy of the Refund Voucher and also write the 
date of' encashment in the space provided in the office 
copy. The receipt Audit has noticed that out of 424 Wards 
text checked, omissions to tally the paid vouchers with 
the Qffice copies occurred in 360 Wards. Similarly, in 
Andhra Pradesh and Kerala Charges also omissions of this 
. type were noticed in 53 Wards and 18 Wards respectively. 

(c) Quarterly verification. of receipt of paid '/JOUchers: . 
According to the prescribed procedure, a quarterly verifica· 

tiC1D is to be made from the office copies of the Refund 
Vouchers as well as the relevant entries in the Demand 
and Collection Register to find, out the cases where the 
paid foils of Refund· Vouchers have not been received 
upto 6 months from the date of issue of Refund Vouchers 
and necessary investigations made to ensure that there 
has been no fraudulent payment. The audit has pointed 
out that in 356 Wards out of 461 t..est checked by it, such 
a verification was not made. The Audit has further. 
pointed out that in 186 Wards, 12,587 paid vouchers issued 
during 1980-81 to 1982-83 for Rs. 259.97 lakhs were not 
available on record. 

3. According to para 17 of the ~ o a  of 0 & M Services '(In-
come-tax) Circular No. 39 dated ~ ~  the Inspecting Assistant 
Commissioners are required to cheek in the <:ourse of their· periodi-
cal inspections that the system of issuing refUnds ~  the various 
checks prescribed in the Circular are being strictly adhered to. The-
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large scale omIssIOns pointed out by Audit in the observance o{ 
prescribed procedure/checks regarding issue etc. of ~  shows. 
that the Inspecting Assistant Commissioners have not been exer-
cising this important 'check during their inspection. 

4. The Commissioners of o ~ a  are, requested to impress· 
upon all the Income-tax Officers to ~ that the prescribed proce-
dure for issue etc. of Refund Vouchers are strictly observed. They 
are further requested to impress upon the Range Inspecting Assis-
tant Commissioners also to exercise the necessary check during their 
inspection that the various checks prescribed are being adhered to, 
strictly. 

5. Hindi version will follow shortly. 

Yours faithfully, 

Sd/-

(Gjrish Dave) 

Under Secretary to the Government of Indta. 

Copy forwarded to:-

1. P,S. to Chairman, Member (Inv.), member (L), Member 
(WT&J) , Member (S&T) , Member (R&A) and Member 
~  I 

2. All Officers and Technical Sections of the C.B.D.T. 

3. Director of Inspection (Inv.) /IT & Audit/Vigilance/Reco-· 
very/RS&P /Intelligence/Special ~y  

4 .. Deputy Director of Inspection ·(PP&PR), New Delhi. 

5. Assistant Djrector of Inspection (Bulletin), New Delhi. 

6. Comptroller and Auditor General 'Of India (50 copies). 

7. Competent Authority, Madras!Delhi/Bombay /Calcutta. 

8. Joint Secretary and Legal Adviser, Ministry of Law, Shas-
tri Bhavan, New Delhi. 

9. Directorate of 0 & M Services (Income-tax), Aiwan-E-
Ghalib, Mata Sundri Lane, New Delhi. 

10. Director, National Academy of Direct Taxes, Post Box No. 
40, Nagpur. 

Sel/-

(Gfrish Dave)' 

Under Sem'eta.ry to the Government of India. 
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il 
of
 
t
he
 r
ef
u
n
d 
vo
uc
he
r 
t
he
 a
m
o
u
nt
 

pa
i
d'i
s 
re
q
ui
re
d 
t
o 
be
 
ta
ll
ie
d 
wi
th
 
t
he
 o
ff
ic
e 
co
py
 o
f 
re
f
u
n
d 

vo
uc
he
r 
a
n
d 
da
te
 
of
 
en
ca
sh
me
nt
 
in
di
ca
te
d 
th
er
ei
n. 
O
ut
 

of
 
4
2
4 
wa
rd
s 
te
st
 
ch
ec
ke
d, 
o
mi
ss
io
ns
 
t
o 
ta
Dy
 
t
he
 p
ai
d 

vo
uc
he
rs
 
wi
th
 
of
fi
ce
 
co
pi
es
 
we
re
 
no
ti
ce
d 
it
i
3
6
0 
wa
r
ds
. 

O
mi
ss
io
ns
 
of
 
th
is
 t
y
pe
 w
er
e 
al
so
 
no
ti
ce
d 
i
n 
5
3 
wa
r
ds
·a
n
d 

18
 
wa
rd
s 
in
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n
d
hr
a 
Pr
ad
es
h 
an
d 
Ke
ra
la
 
ch
ar
ge
:l 
re
s
pe
c-

ti
ve
ly
. 

(i
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A 
q
ua
rt
er
l
y 
ve
ri
fi
ca
ti
on
 
is
 
to
 b
e 
ma
de
 
b
y 
I
nc
o
me
-t
a
x 

Of
fi
ce
r 
fr
o
m 
of
fi
ce
 
co
pi
es
 
of
 
re
fu
nd
 
vo
uc
he
rs
 
as
 
we
ll 
as
 

.f
ro
m 
De
ma
n
d 
a
n
d 
Co
ll
ec
ti
on
 
Re
gi
st
er
s 
t
o 
fi
nd
 
o
ut
 
w
he
-

t
he
r 
al
l 
th
e 
pa
i
d 
fo
il
s 
of
 
re
fu
nd
 
vo
uc
he
rs
 
ha
ve
 

be
en
 
re
ce
iv
ed
 w
it
hi
n 
6 
mo
nt
hs
 
of
 
is
su
e 
of
 
re
fu
nd
 v
ou
ch
er
s 

~
 

an
d 
if
 
no
t, 
an
 
in
qu
ir
y 
wo
ul
d 
b
e 
ma
de
 
t
o 
se
e 
t
ha
t 
n
o 

fr
au
du
le
nt
 
pa
y
me
nt
 
ha
d 
be
en
 
ma
de
. 
O
ut
 
of
 
46
1 
wa
rd
s 

te
st 
ch
ec
ke
d, 
su
ch
 
a 
ve
ri
fi
ca
ti
on
 
wa
s 
n
ot
 
d
o
ne
 
in
 
3
5
6 

wa
rd
s. 
It
 w
as
 
al
so
 
no
ti
ce
d 
t
ha
t 
i
n 
1
8
6 
wa
rd
s, 

~
 

pa
i
d 
vo
uc
he
rs
 
is
su
ed
 
_d
ur
in
g 
1
9
8
0-
8
1 
to
 
1
9
8
2-
8
3 
f
or
 

Rs
. 
2
5
9.
9
7 
la
kh
s 
we
re
 
no
t 
av
ai
la
bl
e 
o
n 
re
ca
nl
s.
 

T
he
 
Mi
ni
st
ry
 
of
 
Fi
na
nc
e 
(
De
pa
rt
me
nt
 
of
 
Re
ve
nu
e)
 
ha
ve
 
si
nc
e 

is
su
ed
 f
ur
th
er
 i
ns
tr
uc
ti
on
s 
6n
 
6 
Ja
nu
ar
y 
an
d 
5 
Fe
br
ua
r
y 
1
9
8
6 
in
vi
ti
ng
 

at
te
nt
io
n 
of
 
al
l 
th
e 
Co
m
mi
ss
io
ne
rs
 
of
 
In
co
me
-t
ax
 t
o 
th
e 
ab
ov
e 
ob
se
rv
a-

ti
on
s 
of
 
th
e 
Au
di
t 
an
d 
di
re
ct
in
g 
th
e
m 
to
 m
ak
e 
su
rp
ri
se
 i
ns
pe
ct
io
n 
t
o 

fi
nd
 
o
ut
 
ca
se
s 
of
 
de
la
y 
an
d 
to
 t
ak
e 
de
te
rr
en
t 
ac
ti
on
 
ag
ai
ns
t 
th
e 
er
ri
n
g 
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of
fi
ce
rs
. 
T
he
 
Co
n
Un
it
te
e 
fe
el
 
t
ha
t 
t
he
se
 i
ns
tr
uc
ti
o
n,
 i
f 
i
m
pl
e
me
nt
e
d 

sc
r
u
p
ul
o
us
l
y 
w
o
ul
d 
go
 
a 
l
o
n
g 
wa
y 
i
n 
i
m
pr
o
vi
n
g 
t
he
 p
os
it
i
o
n.
 
T
h
e 

C
o
m
mi
tt
ee
 
h
o
pe
 
t
h
at
 t
h
e 
Mi
ni
st
r
y 
w
o
ul
d 
n
ot
 
n
o
w 
re
st
 c
o
nt
e
nt
 
wi
t
h 

t
h
e 
me
re
 
is
s
ue
 
of
 
t
h
e 
i
ns
tr
uc
ti
o
ns
 
a
n
d 
w
o
ul
d 
m
o
ni
t
or
 
t
he
 p
os
it
i
o
n 

pe
ri
o
di
ca
ll
y 
to
 e
ns
ur
e 
t
h
at
 t
h
e 
la
ps
es
 p
oi
nt
e
d 
o
ut
 
b
y 
t
h
e 
A
u
di
t 
ar
e 

n
ot
 
re
pe
at
e
d.
 T
he
 
C
o
m
mi
tt
ee
 
w
o
ul
d 
li
ke
 t
o 
b
e 
a
p
pr
is
e
d 
of
 
t
h
e 
re
s
ul
ts
 

ac
hi
e
ve
d 
b
y 
t
h
e 
i
m
pl
e
me
nt
at
i
o
n 
of
 
t
h
e 
i
ns
tr
uc
ti
o
ns
 i
ss
ue
d 
b
y 
t
h
e 

Mi
ni
st
r
y 
of
 
Fi
na
nc
e.
 

T
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C
o
m
mi
tt
ee
 
~
 
t
ha
t 
a 
n
u
m
be
r 
of
 
ca
se
s 
of
 f
ra
u
d 
i
n
v
ol
vi
n
g 

h
u
ge
 
a
m
o
u
nt
s 
of
 
re
ve
n
ue
 h
a
ve
 
oc
c
ur
re
d 
i
n 
va
ri
o
us
 
i
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o
me
-t
a
x 
wa
r
ds
l 

c
ha
r
ge
s.
 
N 
ot
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1e
 
a
m
o
n
g 
t
h
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e 
c
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r
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r
o
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(
w
he
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fr
a
u
d 
i
n
v
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vi
n
g 
t
ot
al
 r
e
ve
n
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Rs
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38
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51
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c
ur
re
d 
i
n 
19
82
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o
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Na
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k 

h
~
 
29
 
ca
se
s 
i
n
v
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n
g 
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ve
n
ue
 
of
 
Rs
. 
2,
31
,7
34
 
oc
c
ur
re
d 

d
ur
i
n
g 
1
9
7
9-
8
0 
to
 
1
9
8
2-
8
3)
, 
Ta
mi
l 
Na
d
u 
(
w
he
re
 
o
nl
y 
3 
ca
se
s 
i
n-

v
ol
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n
g 
re
ve
n
ue
 t
o 
t
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 t
u
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 ·
of 
Rs
. 
2,
77
.0
66
 
oc
c
ur
re
d 
d
ur
i
n
g 
19
79
-8
0 
t
o 

1
9
8
3-
8
4)
. 
T
h
e 
C
o
m
mi
tt
ee
 
re
gr
et
 
to
 
sa
y 
t
h
at
 
ma
n
y 
of
 
t
he
 
fr
a
u
ds
 

ha
ve
 
oc
c
ur
re
d 
af
te
r 
t
he
 i
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ue
 o
f 
i
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tr
uc
ti
o
ns
 o
f 
J
ul
y 
19
80
. 
T
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m-
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ee
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si
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t
ha
t 
t
he
 c
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of
 
fr
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d·
 s
h
o
ul
d 
b
e 
t
h
or
o
u
g
hl
y 
i
n
ve
st
i
ga
te
d 

a
n
d 
an
al
ys
ed
 
to
 f
i
n
d 
o
ut
 
t
he
 l
o
o
p
h
ol
es
 l
ef
t 
i
n 
t
he
 s
ys
te
m 
of
 
a
ut
h
or
is
i
n
g 

re
fu
nd
s 
a
n
d 
t
o 
ta
ke
 e
ff
ec
ti
ve
 
re
me
di
ai
 m
ea
s
ur
es
 
t
o 
pl
u
g 
t
he
 s
a
me
 
s
o 

t
ha
t 
th
e. 
u
ns
at
is
fa
ct
or
y 
si
t
ua
ti
o
n 
is
 n
ot
 
re
pe
at
e
d 
i
n 
f
ut
ur
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