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,  - I  ' INTRODUCTION 

I, the Chairman of the Public Accounts Committee, as authorise<! 
by the Committee, do present on their behalf this Hundred anc! 
Twenty-Third Report of the Public Accounts Committee (Sixth Lok 
Sabha) on Paragraph 47 of the Report of the Comptroller & Auditor' 
General of India for the year 1976-77, Union Government (Civil)" 
Revenue Receipts, Volume II, Direct Taxes, relating to Voluntary' 
Disclosure of Income and Wealth Scheme, 1975. 

2. The Report of the Comptroller & Auditor General of India for-
the year 1976-77, Union Government (Civil), Revenue Receipts, 
Volume II, Direct Taxes was laid on the Table of the House on 12th-. 
April, 1978. The Public Accounts Committee (1978-79) examined 
paragraph 47 relating to Voluntary Disclosure of Income and Wealth 
Scheme, 1975 at their sittings held on 29th and 30th June, 1978. The-
Public Accounts Committee (1978-79) considered and finalised this 
Report at their sitting held on 29th March, 1979. The Min'Utes of 
these sittings form Part II· of the Report. 

3. A statement containing conclusions/recommendations of the 
Committee is appended to this Report (Appendix IV). For facility of 
reference these have been printed in thick type in the body of the-
Report. 

4. The Committee place on record their appreciation of the-
assistance rendered to them in the examination of this paragraph by-
the Comptroller and Auditor General of India. 

5. The Committee would like to express their thanks to the-
Ministrv of Finance (Department of Revenue) for the cooperation 
extended by them in giving information to the Committee. 

NEW DELHI; 

April 2, 1979 

C ait a-'i ~1 01 (S)~ 

--._---.----

P. V. NARASIMHA RAO, 

Chairman, 

Public AccO'lLnts Committee: 

*Not printed. One cyclostyled COPy laid on the Table of the House and fiY4r 
copies placed in Parliament LibrJry. 



REPORT 

VOLUNTARY DISCLOSURE OF INCOME AND WEALTH 
SCHEME, 1975 

Audit Paragraph 

In October, 1975, the Government of India introduced the Volun-
tary Disclosure of Income and Wealth Scheme, 1975, to "offer an 
opportunity to persons who have evaded tax in the past to declare 
their undisclosed income and wealth, pay tax thereon on a reasonable 
basis and return to the path of rectituae" and to secure "channelisa-
tion of black money secreted by tax evaders into productive fields in 
overall interest of the economy". The Scheme, operative from the 
8th October, 1975 to the 31st December, 1975, provided for immunity 
from penal and prosecution action in respect of disclosures of income 
and wealth made during this period. The disclosures were categoris-
ed under the following three heads:-

A. Disclosure of income in cases where the assessee's premises 
had not been searched under the relevant provisions of the 
Income tax Act or the Wealth-tax Act and no assets had 
been seized. In such cases, the declarants had to pay tax 
at 60 per cent of the disclosed income in the case of com-
panies and at slab rates varying from 25 to 60 per cent in· 
the case of other persons. The disclosed income was not 
to be included in the total income of the declarants for any 
assessment year. The assets representing the disclosed 
income were also not to be subjected to wealth-tax in any 
assessment year up to the assessment year 1975-76. 

B. Disclosure of income in cases where search and seizure, 
operations had been conducted. In these cases disclosures· 
could be made only in respect of the previous year earlier 
than and up to the previous year in which search was made. 
The inCOme disclosed was to be added to the total income 
of the relevant assessment year and to bear tax at the 
normal rates for that year. 

C. Disclosure of wealth.-The wealth disclosed for any assess-
ment year was to be included in the net wealth of that 
assessment year for assessment in the ordinary course. 

2. According to the figures given by the Ministry of Finance, vide 
paragraph 11 of the Audit Report 1975-76, the total number of declara-
tions received was 2,58,992, made 'Up of 2,41,079 under 'A' above, 4,491 



under 'B' above and 13,422 under 'C' above. The total amount of 
mcome disclosed was stated to be Rs. 746.07 crores made up of 
Rs. 689.41 crores under 'A' above and Rs. 56,66 crores under 'B' above_ 
The total amount of wealth disclosed was given as Rs. 841.72 crores. 

3. A test check of the declarations filed in some of the Commis-
sioners' charges revealed the following points: 

, . 

, . 

(i) It was noticed that in returning the amount of net wealth 
declared the amount disclosed in a declaration against 
different assessment years was multiplied by the number 
of assessment years. Thus where a declarant had disclosed 
a net wealth of Rs. 10 lakhs which he had been holding: 
for the last five years, the disclosure was counted as. 
amounting to Rs. 50 lakhs. The  amount of Rs. 841.72 
crores mentioned in the preceding paragraph, is, therefore,. 
computed in this manner and is not the actual net wealth" 
disclosed by the 13,422 declarants. 

(ii) Under the Scheme a disclosure could be made in respect of 
any income for which the declarant had filed to furnish a 
return of income or which he had failed to Oisclose in a 
return filed by him before the commencement of the-
Scheme Or which had escaped assessment because of his 
omission or failure to disclose fully and truly all material 
facts. A declaration could not be mad~ in respect of the-
income of any assessment ~ar for which a notice under 
Section 139 or Section 148 of the Income-tax Act had been 
served upon the declarant and the return had not been 
furnished by him before the commencement of the Scheme. 

(a) In Tamil Nadu in the case of a registered firm, Audit had 
pointed out in February, 1975 gross under-valuation of 
closing stocks in the assessment year 19T.3-74. As a result, 
the Department had reopened the assessments for the 
years 1973-74 and 197'4-75. The Income-tax Officer had 
issued notices to the assessee under Section 148 of the Act 
on 15-11-1975 and 17-11-1975 and the notices had been re-
ceived by the firm on 22-11-1975. The firm filed a disclosure 
under the Scheme on 29-12-1975 disclosing a concealed 
income of Its. 20,68,700, worked out by revising the method 
of valuation of closing stocks fCYI' the assessment years 
1971-72 to 1975-76. The declaration was accepted. Ii the 

r, amount of concealed income disclosed by the firm were 
included in the total income for the assessment .yeara ... 
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1971-72 to 1974-75, an additional tax of RI. 12,82,420 would. 
be recoverable besides penal interest under Sections 139' 
and 217 and penalty for conceah,lent of income under 
Section 271 (1) (c) of the Act. 

(b) In another case also in Tamil Nadu, the Income-tax Officer 
had completed the assessment for the assessment year 
1972-73 on 29th March 1975 after making additions of Rs. 
7,11,083 to the returned income of Rs. 28,430. The assess-
ment bad been upheld by the Appellate Assistant Com-
missioner on 27th August, 1975. The assessee appealed 
further to the Appellate Tribunal. On 29th December, 
1975, the Tribunal set aside the assessment on the ground 
that the assessee's authorised representative had stated 
that the assessee poposed to have the matter settled 
out of Court and the departmental representative had not 
objected to the assessment being set aside. The assessee, 
then filea a declaration under the Scheme on 31st Decem-
ber 1975, disclosing a concealed income of Rs. 19 lakhs 
including the entire amount of Rs. 7,11,083 which had beeD 
the subject of appeal. The declaration was accepted by 
the Department. If the sum of Rs. 7,11,083 were charged 
to tax in the normal course as originally done, an addi-
tional tax of Rs. 4,72,756 would be recoverable; the con-
cealment would also invite a minimum penalty of Rs. 
7,75,907 under Sections 271 and 2T.3 of the Act. 

(c) In still another case in Tamil Nadu, 7 assessees of a certain 
group had in their returns of income for the assessment 
years 1971-72 and 1972-73 involving 12 assessments, claim-
ed exemption from tax for large amounts aggregating 
Rs. 32,52,010, stated to have been won in jackpots. After 
detailed enquiries, the Income-tax Officer had come to 
the conclusion that the claims were not genuine and the 
assessees had utilised their unaccounted money for pur-
chasing tickets from persons who had won in horse races, 
after the result had been announced. In respect of 10 8S-
sessments, he, therefore, assessed the alleged race innin~ 

as unexplained income of the assessees; the remaining two 
assessments were re-opened for fresh assessment. em 
appeal, the Assistant Appellate Commissioner deleted the 
additions of Rs. 4,39,725 in two assessments on 30th January, 
1975 and set aside the other 8 assessments on 19th Decem-
ber,' 1975, for further inquiries. All the 7 assessees made 
disclosures under the Scheme on 24th December, 1975, 
declaring a total concealed income of Rs. 1,66,90,000. 
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The disclosed income iDcluded an amount of RI. 25,24,257 
which had earlier been claimed to be jackpot winnings. 
The dis lo~ e~ aceepted by the Department. The 
assessment of this amount in the normal course would' 
attract an additional tax of RI. 22,77,210 apart from a mini-
mum penalty of Rs. 25,24,257 for concealment of income. 

(d) Ln Madhya rades~ cash amounting to Rs. 4,07,179 was 
seized in February, 1974 during the course of searches in 
~e premises of an assessee. While passing (March 1974) 
an order under section 132(5) of the Income-tax Act, 1961 
the Income-tax Officer determined the income from undis-
closed sources at RI. 2,86,958 and the amount of tax pay_ 
able thereon as RI. 2,72,180. After this, the assessee filed 
(March. 19'714) in pursuance of notice iSSUed under Section 
148 of the Act, revised returns of income including therein 
the undisclosed income referred to above. Later, the 
assessee filed on 31st December, 1975, declarations under 
the Scheme, declaring the concealed income as mentioned 
above. TheRe declarat:ons were accepted and the amount 
of tax payable was reduced from Rs. 2,72,180 to Rs. 79,492. 
The declarations were outside the scope of the Scheme and 
could not have been accepted. because the declared amount 
had already been included in the returns of income filed 
long before the commencement of the Scheme. The in-
correct acceptance of the declarations resulted in tax of 
Rs. 1,92,690, interest of Rs. 7,990 and penalty of Rs. 2,58,550 
(total Rs. 4,59.230) being abandoned. 

(iii) Under the Scheme the tax payable on the disclosed income 
was to be paid before making the declarations and the 
declaration was to be accompanied by the proof of pay-
menl The Commissioners were, however. authorised to 
extend. the time for payment for gOOd and sufficient reasons, 
so, however, that an amount of not less than one half of 
the tax payable should be paid on or before 31st March, 
1976. It was, however. noticed during the test check that 
in a lal'Re number of cases, a~most 80 per cent of the cases 
seen in Bombay for instance , there was no evidence on 
record of 50 peT cent of tax having been paid by 31st 
March, 1976. 

(iv) The Scheme also provided that in addition to the tax pay-
able, the declarants should invest 5 per cent of the declared 
income in notified Government securities within 30 days of 
the date of declaration. It was. however, noticed !n test 
check that the requirement had not been compiled with 



(v) 

(vi) 
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In many cases and no penal actiou had been initiated. fD 
Bombay, no details of investments made by the declarant. 
were available on record. In Tamil Nadu and UP. 152 
cases of non-compliance were noticed. These included 5 
cases where the disclosed income was over Rs. 10 lakh. 
in each case, the total for a1l five cases being Bs. 1,68,40,000. 

Under the Scheme a. declaration could be made by a 'per-
son'. All immunities and concessions allowed by the 
S em~ were available only to the declarant defined in the 
Scheme as 'person making a declaration'. Under the In-
come-tax Act 1961, a firm and its partners are se'parate 
'persons'. It woUld follow that where a declaration was 
made by a firm, the immunities could not extend to the 
partners. The Central Board of Direct Taxes, however, 
issued a circular on 25th October, 1975, to the effect that 
where a firm had concealed any income, the declaration 
could be flIed by the firm and the partners need not make 
any separate declarations. In 452 cases in Andhra Pradesh, 
Uttar Pradesh and Tamil Nadu, it was noticed that declara-
tions had been filed by the firms and no separate declara-
tions were flIed by the partners. In 380 of these cases in 
Andhra Pradesh and Tamil Nadu charges, the additional 
taxes recoverable from the partners would be Rs. 30.39,130. 

In Anclhra Pradesh, Uttar Pradesh and Tamil Nadu 47 
cases were noticed where t~e declarations of concealed 
income included income assessable in the assessment year 
1976-77 or even 1977-78. These declarations were also 
accepted. 

(vii) Under the Scheme any person making a declaration of 
his concealed income was not entitled to make a second dec-
laration. In Calcutta, it was noticed that 6 Members of 
a family made 32 declarations of total amount of Rs. 8,26,000 
in groups of twos and threes oy various permutations 
and combinations without indicating any 'status' for assess-
ment. The income represented investments in the equity 
shares of a' company run by the family. Each of the 32 
declarations was for an amount of less than Rs. 50,000. 
Apparently, this was an arrangement to avoid paymlmt of 
tax at the higher rate of 60 per cent applicable to disclosed 
income of over Rs. 50,000. These declarations were also 
accepted involving a short levy of tax of Rs. 1,66.800. 

In another case in Calcutta, a declarant filed a declaration for 
BI. 1,851)[')0 and subsequently filed a second declaration far Rs. 90,000. 
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Both the declarations were accepted though under the Scheme the 
second declaration which was for the assessment year 1975-76, should 
not have been accepted and the amount should have been brought 
to assessment in the normal course. 

4. The Paragraph was sent to the Ministry of Finance in Septem-
ber, 1977; they have stated in December, 1977 that the matter is 
under active consideration. 

[Pa:ragraph 47 of the Report of the Comptroller and Auditor 
General of India for the year 1976-77, Union Government 

(Civil), Revenue Receipts, Volume II, Direct Taxes]. 

A. Extent of Tax Evasion 

5. The Direct Taxes Admin:strative Enquiry Committee (1958-59) 
(Tyagi Committee) in their Report, examined the universal problem 
of tax evasion and tax avoidance. In their words:-

"Tax evasion and tax avoidance are neither new nor peculiar 
to India. They constitute a problem which is prevalent in 
almost all countries. As eariy as 1920 the Royal Commis-
sion on the Income tax in the United Kingdom drew atten-
tion to the existence of tax evasion in that country ... The 
position in the United States 01 AmeI'ica also appears to 
be the same ... The. situation in France is not different. 
In fact there is a wide-spread imp'l'ession that tax evasion 
is higher in France than in most others. In the year 1951, 
tax evasion in France was reported to be near abO'Ut 60n 
billion francs. Similar conditions exist in other countries 
also." 

6. As regards the extent of tax evasion then obtaining, the Direct 
Taxes Administrative Enquiry Committee (1 ~-5 ) had in paragraph 
7.5 of their Report, stated:-

"By the nature of things, it is difficult to ascertain  accurately 
the extent of tax evasion. In no country has it been possi-
ble to do so and the difficulties involved in the process 
have been acknowledged by the various enquiry bodies, 
both in India and abroad. The Royal Commission of 1920 
in the United Kingdom, as well as the Income-tax Inves-
tigation Commission (1947) and the Taxation Enquiry 
Commission (1953-54) in Indi~ have pointed out difficulties 
in making a correct estimate of its magnitude. In 1956, 
Prof. Kaldor attempted to make an estimate of the extent 
of evasion in this country on the basis of certain tentative 
. figures relating to national income supplied to him by. the 
Central Shtistical Organisation. According to him, the-
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amount of income-tax lost through evasion amounted to 
between Rs. 200 crores and Rs. 300 crores for the UIeJI.. 
ment year 1953-54. As against this, the Central Board of 
Revenue was of the opinion that the tax evaded in that 
~ar would not ha.ve exceeded Ri. 20 crores to RI. 30 
crores." 

7. The Direct Taxes Administration Enquiry Committee (1958-59) 
expressed the view that on an analysis of the final figures of nattonal 
income and census of Indian manufacturers, both the quantum of 
income estimated and the rates of tax adopted by Prof. Kaldor were 
very much on the high side and that the quantum of tax evasion 
though undoubtedly high, was not of the magnitude indicated by 
Prof. Kaldor in his report. 

S. Subsequently, this problem was considered by the Administra-
tive Reforms Commission. In paragraph 6.4 of their Report (January, 
1965) the Working Group of that Commission stated, inter alia, that 
"An idea of the dimensions of the problem can be fiad it we look 
into the figures of concealed income detected by and disclosed to the 
Department during the past two decades. The concealed income of 
the years 1940 to 1946 was the S'Ilbject matter of investigation by the 
Income-tax Investigation Commission. In respect of the cases re-
ferred to it, the Investigation ~Commission found out a concealment 
of Rs. 48 crores on which the tax evaded was Rs. 30 crores. Under 
the voluntary disclosure scheme of 1951 Rs. 70 crores were further 
disclosed by the assessees (20,912) and they paid tax and penalty 
of Rs. 11 crores. These figures by themselves give a total conceaJed 
income of Rs. lIS crores and evaded tax of Rs. 41 crores for a period 
of about 11 years. Considering the fact that all the cases were not 
investigated by the Commission, nor all the assessees made voluntary 
disclosures of their concealed incomes, it can be said that the con-
cealed incomes and the tax evaded were very much more than what 
the figures suggest. In the past four years from 1963-64 to 1966-67, 
a total amount of Rs. 80.76 crores of concealed income has been de-
tected by the Department on which the total tax and penalty amount-
ed to Rs. 30.44 crores." 

9. The Working Group. on Central Direct Taxes Administration 
(January, 1965) had, in paragraph 6.5 of their Report, further stated: 

"The ('omparatively smaller amount under the second scheme 
was due to the fact that the tax was calculated by treating 
the disclosed income itself as the total income and, further, 
s large number of persons who gave disclosures in the 
second disclosure scheme were perlons falling in the mid-
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, . 
" . dle income' grt'Iup6. Besides the above, ~er the provi-

sions of SeetiOl'l 271 (4A), 1900 persons have SO far made 
voluntary disclosures surrendering a concelJled income of 
Rs. 21.76 crores. These figures indicate that tax evasion 
is a perennial prOblem and has to be fought by spotting 
out the sectors where this evasion is concentrated." 

. ~. ,. 

10. The :Ministry of Finance have, in a note dated 23-S-1978, in-
formed the Committee that "G<:lvernment has not made any estimate 
of black money in the country". 

B. Study of· Taxation systems foUowed in Foreign Countries. 

11. In paragraph 1.70 of their 17th Report (1967-68) (Fourth Lok 
Sabha) on Income-tax, the Public Accounts Committee had, inter-
alia, observed that: 

"The Committee feel that the present system of levy of taxes 
is onerous and complicated and the collection of taxes 
has not been efficient. Otherwise there would have been 
no need to introduce VoLuntary Disclosure Schemes. As 
a result of inefficient coliection, the evader gets away with 
large amounts of money while the honest assessee has to 
suffer. In the opinion of the Committee a disproportionate 
amount of energy is spent on unimportant cases of honest 
and relatively small tax payers while tax evaders either 
go scot free or are afforded opportunities to make voluntary 
disclosures. The Committee note that the Department 
propose to take certain measures to divert time and energy 
at present devoted to small tax payers to dealing with tax 
evaders. The Committee suggest that the matter should be 
kept under constant review and that further steps should 
be taken to imptove and simplify the system." 

12. At the instance of the Public Accounts Committee (1967-68), 
the Department of Revenue furnished a Note on the system if taxa-
tion in some foreign countries, e.g. West Germany, U.S.A., Belgium, 
Netherlands, Norway, Sweden, Japan, Irland and Malaysia based 
on the publications available with them which were not upto date. 
The Committ~e made, the following observations in paragraphs 1.74 
and 1.75 of theiT 17th Report (Fourth LS): 

"The Committee desire that the Ministry should make a de-
tailed study of all aspects of taxation in these foreign 
countries from upto date publications and also o t~in the 
requisite information from these foreign Governments 

r . through OUT Missions abroad. The study should cover the 
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administrative aspects of the system  of assessment and 
aollectioJl aUd the meaures adopted to check tax evasion 
and by comparison. Government should examine, keeping 
. the conditions of our country in view, to ~at extent it is 
necessary to modify and amend the present laws and 
levies of taxes to prevent large scale concealment of 
income." 

"The Committee note that, according to the studies made by 
the Ministry, the rates of ta~ation on corporate as well as 
non-corporate income in India are generally higher than 
in the relevant foreign countries. The Committee do not 
think that, in their effort to raise adequate re-
sources for developmental purposes, Governmt:!nt are 
justified in creating a situation where partly, as a 
result of excessive rates of taxation large amounts 
of unaccounted money are found to be floating and 
the' entire economic atmosphere gets vitiated and in 
the process the growth in the rate of collection of Direct 
Taxes is adversely affected. The Committee would, there-
fore, strongly urge that the entire tax structure of the 
country should be critically examined in the light of the 
evils that have resulted inter alia from the present exces-
sive rates of taxation and that the practice of advanced 
countries shOUld be followed in order to avoid furtluir 
ro o ati~n and temptation to assessees to evade their 
obligations to the public exchequt:!r." 

13. In their reply dated 24th October, 1968 the Department of Re-
venue shted:-

"The suggestion made by the Committee has been noted." 

14. In a further reply dated 18th December. 1968, the Department 
of Revenue stated:-

"The Ministry has been obtaining from time to time the latest 
tax enactments and connected materials from the U.K., 
the U.S.A. and other Western countries which have been 
relying on Direct Taxes like Income-tax as their major 
source of'l'evenue. The materials received are studied and 
the information gathered is kept in view in formulating 
our taxation proposals in the annual Finance Bills. Recent-
ly, some orders have been placed for the latest publications 
relating to tax laws of several foreign countries. The . 
supply of these books is awaited. Since 1954, the Govern-
ment has been sending out some of the senior C1fficials of 
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the Income-tax Department for studying the U.K. and the 
U.S. tax ~ s at ftrat hand. The latest of such studies 
was on the administration of Direct Taxes in the U.S.A. 
undertaken in 1964-65 by two teams of Indian tax ofticials. 
The members of the first team submitted reports on the 
modes of detection of tax evasion in the U.S.A. The 
second team reported on the administration of Direct Taxes 
in the U.S.A A team of U.S. tax officials have been work-
ing in Delhi since 1965-66 and they have been advising 
the Government on both the administrative structure and 
the methods of detecting evasion. The Functional System 
of working in the Lncome-tax Department was introduced 
on the basis of suc.h studies. Besides, the Intelligence Wing 
was set up for tackling evasion and pursuing prosecution. 

The tax structure of the country is being reviewed year after 
year e or~ the, formulation of Budget pr'Opo"sals. The 
rates of taxation of income of corporate and non-corporate 
tax-payers are reviewed eveI'y year and the various factors 
relating to the economic needs of the country, budgetary 
requirements. incentives for investment of capital (includ-
ing foreign capital) are duly taken into account. In pres-
cribing the rates of tax by the annual Finance Acts and 
allowing the rebates and reliefs from the standard rates 
of tax, the .practices followed by advanced countries are 
taken due notice of. On 9-12-1968, the Government have 
already placed before the Parliament (in reply to the 
unstarred Question No. 3827 in the Lok Sa.bha) the current 
rates of tax in India on the business income of domestic 
companies and the corresponding rates of tax in the U.S.A., 
the U.K., France and Japan. A copy of the same is placed 
for the perusal of the Committee." 

15. Public Accounts Committee made the following further recom-
mendation in paragraphs 1.31 and 1.32 of their 76th Report (Fourth 

Lok Sabha):-

"'I'he Committee regret to note that the Ministry had not made 
headway in making a detailed study of all the as e ~ of 
taxation obtaining in other countries, such as, UnIted 
States, Belgium, West Germany. Holland, Norway, Swe,den, 
Japan, Ireland, Nigeria and Malaysia. The CommIttee 
desire that the Ministry should take early steps to com-
plete the study which should cover the adminiAtrative 
aspects of the system of allSessment and collection and 
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measures adopted. to check tax evasion. In the light of 
the study Government may examine, to what extent, the 
present laws and structure of taxation should be further 
rationaJised to gain wiWng compliance of the public." 

"The Committee note that Government placed before Parlia-
ment on 9-12-1968 (in reply to the unstarred Question No. 
3827 in Lok Sabha) the current rates of tax in India on the 
business income of domestic companies and corresponding 
rates of tax in the United. States, Britain, France and Japan. 
The Committee desire that a comparative study of the 
rates ohtaining in other countries, such as, West Germany, 
Belgium, Holland, Norway,  Sweden, Ireland, Nigeria and 
Malaysia should also be made early ~o as to provide upto-
date information to Government about the rate and inci-
dence of taxation in other developed and developing coun-
tries." 

18. In a fUrther reply dated 18-12-1968, the Department pf Revenue 
stated:-

"No study of the Voluntary Disclosure Scheme with a view to 
improving the survey technique has yet been undertaken. 
During 1968-69, the officers of the Department will be busy 
almost wholly in implementing the Governments crash 
programme of disposing of pending and current assess-
ments. necessitated by the reduction in the time-limit for 
assessment to only two years from the end of the relevant 
assessment year with effect from 1970-71. It will not b. 
possible now to undertake a serious study of the Voluntary 
Disclosure Scheme from the particular angle desired by 
the P.A.C. When the rresent pressure relating to disposal 
of assessment is relieved, a study will be undertaken." 

17. The Committee wanted to know if the Ministry of Finance 
had completed a detailed study of all tbe aspects of taxation in other 
'countries such as United States, West Germany, Belgium. Holland. 
Norway,  Sweden, Ireland Nigeria and Malaysia and whether in the 
light of that study Government have examined, to what extent. the 
laws and structure of taxation in India should be further rationalised 
to gain willing compliance of the public. In reply. the Ministry of 
Finance have. in a note dated 1~- -1 78  intimated that:-

"The Dire:-t Taxes Enquiry Committee, (Wanchoo Committee) 
was constituted in March, 1970, to examine and suggest 
legal and administrative measures for countering evasion 
avoidance of direct taxes. One of the terms of reference 
of this Committee was to recommend concrete and effec-
tive measures to unearth black money and prevent its 
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proliferation through further evasion. The Wanchoo 
Committee made an in-depth study of the causes of 
tax evasion, creation of black money and its proliferation 
and recommended a large number of measures for com-
bating these evils. The introduction to the Final Report 
of the Wanchoo Committee shows that they had got in 
touch with the High Commissions of Australia. Ceylon, 
New Zealand and United Kingdom and the Embassies of 
Federal Republic of Germany, Japan, Sweden and the 
United States of America for obtaining necessary infor-
mation about the  tax laws in those countries. J.n view of 
the fact that a study of the tax laws of foreign countries 
as envisaged by the PAC had been made by the Wanchoo 
Committee no further action was considered necessary in 
the matter. 

Last year, the Government set up another Committee of Ex-
perts known as the Direct Tax Laws Committee (Chokshi 
Committee). One of the terms of reference of this Com-
mittee is to recommend measures to simplify and ration-
alise the tax laws with a view to making them readily 
comprehensible to tax payers, r.educing litigation and thus 
subserving the interests of -the national economy. The 
Committee has also been entrusted with the task of sug-
gesting ways and means of imp.roving the administration 
of the direct tax laws and expediting assessment, appellate 
and other proceedings under those laws. The Chokshi 
Committee would, no doubt, have made a study of the 
tax laws of foreign countries to the extent considered 
necessary for the purpose of the task before it. 

The foreign Tax Division set up in the Central Board of Direct 
Taxes in 1971 is also required to, inter alia, study the tax 
laws of countries particularly countries with which India 
has or may have agreements for avoidance of double taxa-
tion. The Foreign Tax Division CAn thus notice the new 
tax measures introduced in foreign countries which could 
be usefully adopted by us. 

In view of the aforesaid consideration, any separate special 
study of the tax laws of foreign countries does not appear 
to be necessary at this stage." 

C. Introduction of Voluntary Di~dOs re Scheme. 

18. In order to tackle the p.roblem of large scale tax evasion and 
mopping up of black money, in circulation in the country, Govern-
ment of India have from time to time introduced Voluntary Dis-
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closure Schemes. So far four such schemes have been launched. 
These are: 

(i) The concessional scheme for payment of Arrears and Volun-
tary Disclosures (1951). 

(ii) Voluntary Declaration of undisclosed income scheme vide 
Finance Act (No.1) of 1965. 

(iii) Voluntary Disclosure of Income Scheme vide Finance Act 
(No.2) df 1965. 

(iv) Voluntary Disclosure of I.ncome and Wealth of 1975. 

First Voluntary Disclosure Scheme 
19. The Concessional Scheme for payment of Arrears and the 

Voluntary Disclosures was introduced by the Goverrunent of India 
in May, 1951. The salient features of this Scheme were:-

(1) The Scheme will apply to arrears of demandj 8ssessed 
before 1st April, 1951, particularly to cases where the de-
mand is for more than one assessment year. 

(2) The Concessional Scheme is for a limited period only and 
will not be repeated for any subsequent assessment. 

(3) If any assessee wants to take advantage of this Conces-
sional Scheme of payment he must apply in writing before 
31st July, 1951 to the Inspecting Assistant Commissioner 
of the Range in which his case is being assessed. 

(4) On re:-eipt of such application, an agreed instalment pIan, 
according to the circumstances of each case, w111 be fixed 
by the Insrecting Assist"nt Commissioner for the payment 
of the arrears of taxes by the 31st March, 1952 at the latest 
and in the meanwhile, subject to necessary steps to save 
time limit or to safeguard the interest of revenue; the 
assessees' properties under a'ttachment will not be sold. 

(5) If the payments are not made punctually according to 
the agreed instalment plan the concession will lape and 
all necessary action to recover the arrears will be taken 
immediately. 

(6) If. however, the payments are made punctually, according 
to the agreed instalment plan. any penalty imposed u/s 
46 (1) (but not u/s 22) of the Income Tax Act for non-pay-
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ment or taxes will be reduced or remitted according to the 
circumstances of the case by the Commissioner after the 
arrear taxes have been fully paid. 

(7) Under the Concessional Scheme assessees will be further 
allowed to bring into their accounts so much cash as 
represents the estimated intangible addition to the declared 
income made by the Income-tax Officer in the relevant 
assessments. 'This introduction of cash will attract no 
penalty, prosecution or further tax. Thus cash represen-
ting the difference between the assessed income and the 
income declared as increased by (i) any disallowable ex-
penditure (ii) other items added according to a~ o nts 

such as unexplained cash credits or (iii) cost of acquisition 
of any assets outside the accounts will be allOWed to be 
introduced without its being taxed as income from undis-
closed sources, provided that: 

(a) the first charge on this cash is the payment of the out-
standing tax within a short time of the introduction of 
the cash, say within a week; and 

(b) the grounds of appeals or revision in respect of such 
estimated intangible additions are withdrawn in writing 
within 7 days of the introduction of the cash. 

(8) The above CDncessional Scheme of payment does not 
apply to cases in i~  settlement has been made by the 
Income-tax Investigation Commission. 

(9) The intangible additions concession is extended to cases 
where there is no aITear of demand assessed before 1st 
April, 1951 i.e. such assessees may also bring into books 
unaccounted for cash without any fear of penalty, prose-
cution or further taxation, subject to the following con-
ditions:-(This was announced in the press nl)te which 
appeared in 18th July, ]951 copy enclosed): 

(a) The cash is brought into the books before August 31, 1951. 

(b) Intimation of the amount of cash introduced is sent. 
simultaneously to the Income-tax Officer concerned. 

(c) The amount of cash that will be exempt from -taxation 
is to be extent of the intangible additions made in the 
immediately preceding three completed assessments. 



15 

(d) The cash so introduced will be treated on the same foot-
ing as if it were a part or the whole, as the case may be, 
of voluntary or quasi-voluntary disclosure. As the last 
date for voluntary and quasi-voluntary disclosures has 
been fixed as August 31st, 1951 the same date has to be 
taken for bringing in cash under this additional conces-
sion. 

(e) If there is any ap.peal, revision or reference application 
pending in respect of such intangible additions, it has to 
be withdrawn. 

(f) If there are any penalty proceedings pending in respect 
of such intangible additions, the mitigating circumstances 
indicated by the disclosure will be taken into account 
and a very lenient view will be taken; but any penalty 
already imposed will not be remitted. 

(g) If the ~liI  introduced exceeds the intangible additions, 
made in the immediately ,preceding three completed 
assessm-ents, such excess will be treated as if it were 
a part or the whole, as the case may be, of a voluntary 
or quaSi-voluntary disclosure in respect of income which 
has escaped assessment, and will be charged to tax 
accordingly subject to the concessional treatment avail-
able for such disclosures. 

(10) It has been also decided that a;r3essees making voluntary 
-or quasi-voluntary disclosures before 31st August, 1951 
will be allowed immunity from prosecution. In imposing 
any penalties under the Indian Income-tax Act for con-
cealment etc. the Department will take into account all 
the mitigating circumstances such as fullness, correctness 
and speed of disclosure and the extent of cooperation re-
ceived from the assessee in completing the assessments or 
re-assessments consequent upon the voluntary disclosures. 
In recovering the taxes and penalties, if any, arising out of 
such assessments or re-assessments the assessee's capacity 
to pay both the arrears of tax and also the current tax 
liabilities will be taken into account while fixing the period 
to be allowed for payment and the rate of instalments. 

(11) Applications from assessees containing offers to make 
voluntary or quasi-voluntary disclosures should be addr'ess-
ed to the Range Inspecting Assistant Commissioners con-
cerned before 31st August, 1951. The applications should 
contain fully, true and orre~t disclosures or at least dis-
closure of concealment, its general nature, how effected, 
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and the estimated total amount thereof and the period in-
volved and such a li a.tio'n~ should be signed by the 
assessee personally. 

Second Voluntary Disclosure Schemes of 1965 

20. In 1965, government of India floated two schemes of Voluntary 
Disclosure. The first scheme was introduced in March, 1965 by the 
Finance Act (No.1) of 1965. The salient features of this Scheme 
Wel'e: ---

Aim: 

(1) This scheme was meant to offer an opportunity to persons 
who had evaded tax in the past to declare their undisclosed 
income, pay tax on it on a reasonable basis. and to bring 
in1lo their book of account the balance after payment of the 
tax, so as to return to the path of civic responsibility 1n 
future. 

Scope: 

~) The s em~ enabled the declaration of undisclosed income 
falling under anyone of the following categories: 

(a) Income which a person has failed to disclose in any 
retum of income field by him up to the 28th February, 
1965, or income which has escaped assessment in any 
assessment made by the Income-tax Department up to 
.the 28th February, 1965. 

This will also cover all incomes regarding which investiga-
tions by the Income-tax Department are in progress, or 
in respect of which searches ot seizures have been made, 
but the assessment or re-assessment has not been com-
pleted before the date of declaration of the undisclosed 
income. 

(b) Income for the assessment of which no proceeding has 
been taken by the Income-tax Department upto the 2:: 
February, 1965. 

This would enable a. peI'BGn-WhetbeI' a new assessee or an 
existing a~see-to disclose his income for any assess-
ment year or yeaTS for which he has not filed any return 
O-f income and for which no notice bas been issued to him' 
by the Income-tax Department before the 1st March, 1965 
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calling for a return of income. The position would be 
the same even if, in such a case, a search or seizure has 
been made by the Lncome-tax IJepartment. 

(3) Tb.e scheme, obviously, did not apply to the declaration oi-

(i) Income which is to be assessed for the assessment year 
1965-66; Ck 

(ii) any amount of income which has been included in an 
assessment made before the date of declaration under 
the scheme; 01' 

(iii) Income in respect of which no return has been filed 
but for the assessment of which the Income-tax Depart-
ment has issued a notice before the 1st March, 1965, 
calling for the return and the time for the filling of the 
return has not expired or the assessee has defaulted in 
filling it or has obtained an extension of time for filing 
the same. 

Income which does not fall under the purview of the scheme will 
be taxed at the appropriate rates by the Income-tax authorities 
after proper assessment. 

Rate Of Tax: 
(4) The fixed rate at which tax will be payable on the undis-

closed income declared during the three-month period is 
60'/c) of such income. However, where in respect of in-
come declared in March, 1965, tax is paid on such income 
in that month at the rate of 57 per cent, no further tax will 
be payable on it. 

The tax has to be paid at the time of making the declaration. 
If a person is not able to make payment at the time of the 
declaration, he will be allowed to avail of the benefit of the 
scheme only if he furnishes adequate security for 
the payment of the tax by way of a bank .. iUarantee 
or assignment of Government securities to the President, 
and undertakes to make the payment within a period not 
exceeding six months from the date of the declaration. 
The concessional rate of 67 per cent for March, 1965, will, 
however, not apply in such cases unless the tax will have 
to be paid at the rate of 60 per cent of the income declared. 
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Assessment Proceedings: 

(5) There will be no assessment proceedings in respect of the 
income declared under the scheme. 'lhe tax llabiHty in 
respect of such income will be finally settled on payment 
of the tax under the scheme at the rates stated above. The 
payment has to be made by the declarant by depositing 
the amount of the tax to the credit of the Central Govern-
ment at a Government treasury, sub-treasury, any branch 
of the Reserve Bank of :lndia, any branch of the State 
Bank of India or any of its agencies conducting Govern-
ment treasury business. A challan for making the pay-
ment must be obtained from the Commissioner of Income-
concerned. 

(6) Income on which tax has been paid under this scheme 
will not be subject to asseS9lllent in any proceedings for 
income-tax, excess profits tax, business profits tax, super 
profits tax or surtax, if the declarant credits the income 
declared by him (as reduced by the tax paid thereon 
under the scheme) in his books of account or any other 
record, under intimation to the Income-tax Officer. The 
declarant will, thus, be immune from any assessment or 
re-assessment of the income on which tax has been paid 
by him under the Scheme. He will also not be liable to 
the imposition of any penalty or prosecution in relation 
to the amount of income on which tax has been paid under 
the scheme. 

No claim will be entertained from the declarant for refund 
of the tax paid under the scheme or a set off or adjust-
ment of the income declared by him against any amount 
included in the income assessed for any past year, even 
where such assessment is under appeal, revision or 
reference. 

Income not declared in full: 

(7) It is expected that persons who have any undisclosed in-
come would declare it in full, if there are reasonable gro-
unds for believing that any part of undisclosed income has 
not been declared, the !Income-tax Department will pur-
sue investigations and take the usual steps for unearth-
ing it. If it is found that a person had undisclosed income 
in addition to what he had declared under the scheme, 
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souch additional income will be charged to tax under the 
normal assessment procedure and the assessee will be 
liable to penalty and prosecution in relation to the addi-
tional income so detected. 

(8) The declaration in respect of the income disclosed under 
thiS scheme is to be 1urnished in writing to the Commis-
sioner of Income-tax concerned, stating tne name and ad-
dress of the declarant, the place of his assessment (if he 
has been assessed to income-tax), the amount of the 
income declared, the financial year or year to which it 
relates (in so far as such information is available), and 
the form in which the amount declared is held (e.g., cash, 
including bank deposits, shares, debts due, commodities or 
any other assets), and the location of the money or assets. 
The purpose of asking for this information is to safeg-
uard the declarant from being assemed to tax in any 
subsequent proceedings on the income on which tax has 
been paid by him under the scheme. For this purpose, it 
has also been provided that the Commissioner will fur-
nish a certificate to the declarant, stating therein r~le ant 

particulars of the declaration, the amount of the income 
declarer, and also the tax paid thereon. 

(9) Provision has been made in the Finance Bill for secrecy 
abO'llt the name.and identity of the declarant, the income 
declared and the tax paid by him. 

Validation oj Declaration 

(10) Under Section 46 of the Finance (No.2) Act, 1967 provisions 
were made for the recovery of the ilncome-tax which was 
payable by a person on the amount of income declared 
by him under the provisions of Section 68(1) the Finance 
Act, 1965 and also to validate all the declarations where 
the taxes were paid at any time after the expiry of the 
period referred to in section 68 (1) of the Finance Act, 
190. The provisions are set out below: 

"Recovery of tax on income voluntarily disclosed, Notwith-
standing anything contained in section 48 of the Finance 
Act, 1965 (10 of 1965). 

(a) any income-tax which is payable by a person on the 
amount of income declared by him under the provisions 
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of sub-section (1) of that section but has not been paid 
within the period re'erred. to therem (such tax bemg 
hereafter in this section referred to as the o ts~andin  

tax) shall be deemed to :be tax due from the declarant 
on the date next following the expiry of the said period 
under a notice of demand issued under section 156 of 
the Income-tax Act, and the provisions of Chapter XV 
and Chapter XVII-D of, and the second Schedule and 
the Third Schedule to, that act shall, so far as :may be, 
apply accordingly, subject to the modification that in 
section 231 of the said Act, references to one year shall 
be construed as reference to two years; and 

(b) the outstanding tax which is paid at any time after the 
expiry of the period referred to in sub-section (1) of the 
said section 68 or is recovered under the provisions of 
clause (a) shall, for the purposes of sub-section (6) of 
the said section 68, be deemed to be tax paid by the 
declarant under that se t~on." 

Third Volu.ntary Disclosure Scheme 

21. The Third Voluntary Disclosure of income scheme 1965 was 
introduced by the Finance Act (No.2) Act, 1965 (No. 15 of 1965). 
Its salient features were:-

(1) Duration of the scheme: The scheme will apply to declar-
ations of income made on or after August 19, 1965, uptill 
March 31, 1966. 

(2) Income which can be declared: Under this scheme a per-
son can declare his income liable to tax for any asses3Illent 
year upto and inclusive of the assessment year 1964-65, 
falling under any of the following categories: 

(a) income for which the due date for furnishing the return 
(whether fixed originally or on extension to time by 
the income-tax officer) has expired on or before August 
19 l!t65 and the return has not been filed bv that date; , , . 

(b) income which has not been disclosed in a return filed 
On or before ~ st 19, 1965; or 

(c) income which has been underassessed or has escaped 
assessment by reason of omission or failure on the part 
of the person concerned to furnish a return or to disclose 
fully and truly all material facts necessary for his 

assessment. 



21 

(3) Income to whi.ch the scheme does not apply: The scheme 
does not apply to income for which a return was due  (whe-
ther with reference to the time allowed originally or the 
extended time allowed by the J:ncome-tax Officer), after 
August 19, 1965 but has not been furnished upto that date. 

The scheme does not also apply to income which has been 
detected or is deemed to have been detected by the Income-
tax Officer before the date of filing of the declaration on 
the basis of any information, statement, document or 
material which is, (a) in the knowledge or posse9Sion of 
the Income-tax Officer before the date of declaration or 
(b). is in the knowledge or possession of tne Income-
tax Officer within 15 days of the date of the declaration. 
For this purpose, any books of account, or assets seized 
before the date of the declaration in the course of a search 
made under section 132 of the Income-tax Act, 1971, or a 
search or seizure made under any other law by any other 
authority, such as the Customs or the Directorate of En-
forcement, will also be taken into income will be deemed 
to have been detected by the Income-tax Officer if 
on the basis of the statement information documents or 
material referred to above, the income in questi'on can 
be shown to exist or its existence is onsi~red so probable 
that a prudent men ought under the circumstances of the 
particular case to act on the supposition that it exists. 

The Commissioner of Income-tax will determine the amount 
of the income detected or deemed to have be detected 
by the Income-tax Officer before the date of the declara-
tion to the best of his judgement, on the information or 
material referred to above, within 30 days of the date of 
the declaration. lIn doing so, he will give an opportunity 
to the declarant of being heard. A copy of the Commis-
moner's order will 'be forwarded to the declarant. If any 
person objects to the determination of the amount of such 
income by the Commissioner, it wi1I be open to him to 
make an application to the Central Board of Direct Taxes 
in the matter within 30 days of receipt of the order. The 
Board will give an opportunity to the applicant of being 
heard. The Board's order in the matter will be final and 
conclusive. 
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The object of these provlslOns is to ensure that the benefits 
under the scheme are available only in respect of income 
which has been disclosed by the declarant 'under the 
scheme voluntarily and not in consequence of 'the detec-
tion of the income. The provisions in this behalf are 
meant to provide a fair and reasonable basis for the deter-
mination of the quantum of the income which is held to 
have been detected or deemed to have been detected by 
the Income-tax Officer before the date of the declaration, 
and to remove any uncertainty in the matter in the mind 
of the declarant. 

Any income which has been detected or is deemed to have been 
detected prior to the rate of the declaration will be assessed in the 
normal course under the provisions of the Income-tax Act, and not 
under the scheme. Any statement made by the declarant in regard 
to such income in the declaration made by him under the scheme, 
will, however, not be admissible as evidence against him in any pro-
ceedings of assessment or penalty or for the purpose of prosecution 
under the Income-tax Act of 1922 or 1961, the Excess Profits Tax 
Act, the Business Profits Tax Act, the Super Profits Tax Act, the 
Companies (Profits) Surtax Act or the Wealth Tax Act, in respect 
of that income. This is meant to protect the person making a declar-
ation under the scheme from suffering any adverse consequences 
as a result of making the declaration. 

Rates of tax: The amount of the ineome declared (or where there 
is more tp.an one declaration by the same person, the aggregate of 
the amounts declared) will be reduced by the amount, if any, of 
the income which has been or 1's deemed to have been detected by 
the Income-tax Officer before the date of the declaration. On the 
balance amount, income-tax will be charged as if it were the total 
income of the declarant, at the following rates:-

(i) In the case of a declarant other than a company, income 
tax will be charged at the graduated rates prescribed in 
Paragraph A of Part I of the First Schedule to the Finance 
Act, 1965 for individuals, Hindu undivided families, un-
registered firms etc., without granting tax relief on account 
of personal allowances. A firm making a declaration will 
be charged to tax as if it were an unregistered firm. For 
the purpose of levy of surcharge, the whole of the income 
will be treated as earned income. 
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(ii) In the case of a declarant which 1s a company, incon, 
tax will be charged in accordance with the rates prescrib-
ed in Paragraph F of Part II of the First Schedule to the 
Finance Act, 1965, subject to the exclusion of certain 
provisions therein relating to special rebates of income-tax 
on income derived from mining, generation and distri-
bution of electricity or manufacture or processing of goods 
etc. The effect of this will be as follows:-

(a) In the case of an Indian company or a foreign company 
which declares its dividends within India, the rate of 
income-tax will be 50 per cent, if the pubUc are substan·, 
tially interested in it, and 60 per cent, if the public are 
not substantially interested in it. 

(b) In the case of a foreign company which does not declare 
its dividends within India, the rate of income-tax 
will be 65%. 

Payment of tax: The tax due from a declarant will be payable 
within 35 daY9 of the service of the notice of demand. However, 
facility will be allowed for payment of the tax by instalments, under 
the previous authority of the commissioner, if not tess than 10 per 
cent. of the tax due i's paid within the time allowed in the notice 
of demand, and security to the satisfaction of the Commi9Sioner is 
furnished by the declarant for the payment of the balance. The 
instalments will, however, in no case extend beyond a period of four 
years from the date of the declaration. The provisions of the In-
come-tax Act, 1961 relating to collection and recovery of taxes, in-
cluding the charging of gimple interest at 6 per cent, per annum on 
the outstanding ~  will also apply to the coUection nnd recovery 

of the tax due under the scheme. 

Other provisions: The amount of income on which tax is payable 
under the scheme will not be in l d~rl in the total income of the 
declarant for the purpose of his assessment for any year under 
the ITncome-tax, the Excess Profits Tax Act, the Business Profit9 'T'ax 
Act, the Super Profits Tax Act and the Companies (Profits) Sur tax 
Act. The declarant is, however, required to credit the amount of 
such income in his books of account or any other record and to inti-
mate the Income-tax Officer about it. 

The name of the declarant and partiC'ulars contained in the de-
claration made by him will be treated as confident and no court will 
be entitled to call for information or evidence in the matter. 
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The effect of the above-mentioned provisions is that the declarant 
will also not be liable to any penalty or prosecution on account of the 
past concealment of the income voluntarily disclosed by him under 
the scheme. 

Another effect of the above-mentioned prOVISIons in that where 
the declarant is a company in which the public are not substantially 
interested, the voluntarily disclosed income wi:ll not be taken into 
account in computing the distributable income of the company for 
the purpose of levy of additional incOme-tax under section 104 of the 
Income-tax; Act. 

The tax paid on the income declared under the scheme will not 
be refunded in any circumstances. The declarant will also not be 
entitled to claIm any relief or set off in respect of the income on 
which tax is payable under the scheme in any appeal, references, 
revision or other proceedings relating to any assessment made in his 
case under the Income tax Act of 1922 or 1961, the Excess Profits 
Tax Act, the Business Profits Tax Act, the Super Profits Tax Act 
or the Companif's (Profits) Sur-tax Act. 

ParticulMs to be furnished in the declaration: The declaration 
under the scheme is required to be made to the CommiB'oner of 
Income-tax concerned. Full information has to be furnished in. the 
declaration, inter aHa, as to the previcros year or years in which 
the income was earned and the amounts relating to each such year 
(to the extent such information is available), and the form in whi'ch 
the income declared is held, i.e., whether in cash or ac; bank deposits 
or in the form of bullion, shares, debts due from other persons, com-
moditi.es or any other assets, and the location of such assets. The 
object of requiring these particulars is to safeguard the declarant 
against the o~si ilit  of eim~ assessed subsequently to in('ome-tax. 
excess profits tax, business profits tax, super profits tax or surtax in 
respect of the income on which tax is paid by him under the 
scheme. The declarant is entitled to obtain a certificate from the 
Commissioner stating the partiCUlars of the income on which tax 
hac; been paid bv him an.d the amount of the  tax paid. The certi-
ficate can be obtained only after the full amount of tax including 
any interest payable there on is paid. 

22. Expressing the view that it would be worth while to adopt 
measures which will make tax evasion unrewarding and unattrac-
tive rether than allow the "malignancy of evasion to grow and then 



25 

seek its cure by voluntary Disclosure Schemes," the Public Accounts 
Committee (1967-68) had, in paragraph 1.69 of their 17th Report 
(Fourth Lok Sabha) , recommended:-

I'The Committee note that the main objectives underlying the 
two voluntary disclosure schemes were to bring out un-
accounted income and encourage assessees who for some 
reasons had not adopted the right path, to adopt the path 
of rectitude. The amounts of unaccounted income declar-
ed under the first and second schemes were Rs. 52 crores 
and Rs. 145 crores respectively. According to the Minis-
try, "no one has any precise estimate of how much is float-
ing around us as black money .... the amounts that are 
disclosed are far less compared to the amounts which may 
be in circulation as black money." The Committee, there-
fore, feel that the two Schemes have not gone far in 
achieving the objectives in view. 

In view of the unsatisfactory results of the Voluntary Disclo-
sure Scheme, the Committee feel that by its very nat ~ 

and inherent weaknesses, no Voluntary Disclorure Scheme 
can ever be a real success. It is therefore essential to 
make a thorough probe into the grounds and factors which 
make eva9ion of taxes on a large scale so attractive as 
well as posSible, so that Government is implelled to com-
promise with the tax evaders in the larger interest. 
While adopting adequate administrative safeguards to 
arr.est tax evaf1;on it would be well worth while to adopt 
measures which will make evasion unrewardi'ng and 
unattractive. That w0'U1d be to forestall the malady 
rather than to allow the malignancy or evasion to grow 
and then seek its cure bv Voluntarv Disclosure Schemes." 

23. 1n their reply dated 13-12-1968, the Department of Revenue 
!'ltated: 

·'The obrervations of the Committee have been noted. A 
Committee onsistin~ of Departmental O i er~ ",a!! set up 
in April, 1968 to (to into the entire question ot tax-evasion, 
in all walks of life in the country and to renort on the 
various stepS to be taken t.o tackle the problem. Its re-
port is expected hefore thf> end of this vear. A copv of 
the order~ appointing thl:' Committee is also appended. 
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To make evasion of tax unrewarding and unattractive, the 
penalty provisions in the Income-tax Act have been tigh-
tened up by the Finance Act, 1968. Under the revised pro-
vision, the minimum penalty imposable for concealment of 

income has been fixed at 100% of the income S'Ilght to be 
evaded. The maximum has also been pitched at the high 
figure of 2oo'J, of the concealed income. The effect of 
these provision9 is that apart from payi'ng due taxes on 
the income concealed the  tax evader will have to O ~ o 

the enitre concealed income by way of penalty. Besides. 
the following other legislative measures have also been 

introduced by the Finance Act, 1968 to tackle the problem 
of tax evasion:-

(1) Provision has been made to disallow expenres claimed, 

in order to evade tax. towards excessive or unreasonable 
payments made t.o relatives, directors or associate con-
cerns. [Sec. 40A (2) ]. 

(2) Provision has also been made for the disallowance of 
expenditure, otherwise than by a ·crossed bank cheque 
or a C'rossed bank draft, of amounts e eedin~ Rs. 2,5001-. 
[Sec. 40A (3)]. 

(3) Punishment for defaulting to deduct tax at ~ r e and 
to pay it to Government account will now be rigorous 
imprisonment upto 6 months and also fine of not less 
than 15% per annum of the tax in default. (~. 276-B). 

As further measure to deal with tax evasion problem. the 
Central Circles, which deal with cases of substantial tax 
evasion, have been provided with more officers with 
special aptitude for this type of work. The Intelligence 
Wing of the Department is also proposed to be expanded 
considerably." 

The Public Accounts Committee (1~ a- ) in paragraph 127 of 
their 76th Report(Fourth Lok Sabha) further re~ommended that:-

"The Committee note that the Tax Evaflion EnQuiry Com-
mittee (1968) have recentlv submitted their Report. The 
Enquiry Committee have opined that there is no need 
to offer anv further Voluntarv Disclosure Scheme. Thev 
have. however, s J!~ested that.. "a provision should he 
made in law vesting the Commissioners with a specific 
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power to spread the concealecl income, faUlng within the 
provisions of Sections 68, 69, 69A and 69B, over more than 
one assessment year, where an assessment is made on an 
agreed basis." The Enquiry Committee have also suggest-
ed a number of measures to put eftective curbs on the 
flow and utilisation of unaccounted money. The Com-
mittee hope that Government will expeditiously process 
the recommendations of the Tax Evasion Enquiry Com-
mittee, and take necessary steps to put an end to evasion 
of tax in all walks of life of the country." 

25. After examining the results of the Voluntary Disclosure 
'Schemes of 1951 and 1965, and various arguments for and against 
"the introduction of such a scheme, the Direct Taxes Enquiry Com-
mittee (Wanchoo Committee) in paragraph 2.31 of its final Report 
.(December, 1971) recommended as under: 

"We are convinced that any more disclosure schemes would 
not only fail to achieve the intended purpose of unearth-
ing black money but would have deleterious, effect on 
the level of compli'ance among the tax paying public and 
on the morale of the administration. We are, therefore, 
strongly opposed to the idea of the introduction of any 
general scheme of disclosure either now or in the future." 

We consider that a disclosure scheme is an extraordinaf"Y 
measure, meant for abnormal situations such as after a 
war or at a time of national crisis. Resorting to such a 
measure duri:ng normal time and that too frequently. 
would only shake the confidence of the honest tax payers 
in the capacity of the Government to deal with the law 
breakers and would invite contempt for its enforcement 
machinery." 

26. Wanchoo Committee's recommendation opposing the introduc-
tion of any general scheme of voluntary disclosure of income was 
examined in the Ministry of Finance and it was decided that 
the same may be accepted. 

Fourth voluntary Disclosure Scheme 

27. As already stated the idea of Voluntary Disclosure of Scheme 
bad not found favour with the Public Accounts Committee as well 
as the Wanchoo Committee and the recommendations/observations 
15~. 



made in this regard were "noted" or "accepted" by Government. Yet, 
on 8th October, 1975,. Government introduced a new scheme for Vol-
untary Disclosure of Income and Wealth Scheme by promulgating 
a Presidential Ordinance. A copy of the Ordinance is appended to 
this Report (Appendix). This Ordinance was a.mended on 29th 
November, 1975 (Appendix 11'). 

28. The Committee enquired what were the compelling circum-
stances which led the Government to change its views and launch 
another Voluntary Discloure Scheme in 1975 even though both the 
Public Accounts Committee and Wanchoo Committee had recom-
mended that such schemes should not be introduced. In reply, the 
Ministry of Finance have intimated that "observations of the PAC 
as well as the recommendation made by the Wanchoo Committee 
were specifically considered while taking a decision to introduce the 
new Voluntary Disclosure Scheme." 

29. The main reasons which are stated to have weighed with the 
Government in introducing the new Voluntary Disclosures Scheme 
(1975) are given below:-

(i) While it was not possible to give any precise estimate of 
black money in circulation, it could be safely stated that 
the extent of such money is very large. The concealed 
income detected by the Income-tax Department repre-
sented only the tip of the iceberg. It was true that the 
recent search operations had unearthed significant 
amounts of black money in the hands of a small number 
of persons but having regard to the large number of tax 
evaders the instrument of searches cannot, by itself, be 
effective in dealing with this problem. 

(ii) The cases unearthed as a result of searches had to be 
processed according to ordinary assessment and appellate 
procedures which are time consuming and often in ol ~ 

prolonged litigation. A Voluntary Disclosure Scheme, on 
the other hand, would lead to a speedy settlement of cases 
of tax evasion. 

(Hi) The tempo of searches could not be kept up indefinitely 
as this puts very severe strain on the tax administration 
resulting in neglect of other important work. 

(iv) The drive against economic offenders in 1975 had created 
an atmosphere which would induce tax evaders to buy 
peace on payment of tax at a reasonable basis. It was 
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considered at that time that with the enactment of tne 
~ ation Laws (Amendment) Act, 1975 which was to 
come into force immediately thereafter, the Income-tax 
Department would have much wider powers to conduct 
searches and seizures and the punishment for tax offences 
would also be more stringent. Since tax evasion was go-
ing to be made more risky than ever before, a new 
scheme of Voluntary Disclosure was likely to yield better 
results than the earlier ones." 

30. During evidence the Finance Secretary said:-

"The ethical aspects of the Voluntary disclosure schemes 
are always open to debate and it will not be proper for 
me to pronounce any value judgement On that. I would 
like to place before yO'U certain points on the basis of which 
you can consider the circumstances in which voluntary 
disclosure scheme was introduced in 1975 in the proper 
perspective. As you are aware, in 1975-76, the schemes 
of searches and seizures were intensified and perhaps this 
will become clear when we take up that subject tomorrow 
you will find that for a period of two years, rightly or 
wrongly searches and seizures were intensified with a 
view to unearth undisclosed income and wealth. Secondly 
based on the Wanchoo Committee recommendations, the 
taxation laws Ame.ndment Act was enacted by Parli'a-
ment which had the effect of stiffening the penal provi-
sions of the Act and also provided for prosecution in a 
large number of cases. In other words circumstances 
were thus propitions for the introduction of voluntary 
disclosure schemes." 

31. The obje,cts of the 1975 scheme were two fold:-

(i) to offer an opportunity to persons who have evaded tax 
in the past to declare their undisclosed income and wealth 
and return to the path of rectitude, 

(ii) to seC'llre channelisation of black money SO disclosed into 
productive fields in the overall interest of the economy. 

32. The salient features of the Voluntary Disclosure of Income 
and Wealth Scheme, 1975 are given below: 

(1) The Scheme will apply to declarations of undisclosed In-
come and wealth made duri,ng the period from Octoher 
8, 1975 to December 31, 1975. 
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(2) Who can declare? 

All categories of taxpayers, viz., 

-Indiviiuals 

-Hindu undivided families 

-firms 

-associations of persons or bodies of individuals 

-local authorities 

-artificial jurdical persons 

. ~" i !  • 

.. 
•  •  I ~ 

Are entitled to make declaration and benefit from the Scheme. 

(3) However, the benefits of the Scheme are not available 
in the case of persons who are detained or whose deten-
t:op orders are issued under the Conservation of Foreign 
Exchange and r~ention of Smugglmg Activities Act 
1975. (COFEPOSA) . Persons in respect of whom orders 
of detention under COFEPOSA are issued will not, in cer-
tain circwnstances, be denied the benefits of the Scheme, 
e.g. where the order of detention is revoked on the basis 
of the report of the Advisory Board or review under that 
Act or such order is set aside by a Court of Competent 
Jurisdiction. 

Categories of disclosures 

Disclosures in terms of the Scheme can broadly be divided into 
three ate ori~: 

A. Voluntarily disclosed income in cases where no books of 
account, other documents, money, bullion, jewellery or 
other valuable articles or things have been seized as a 
result of any search made under the Income-tax Act or 

.the Wealth-tax Act. 

B. Declaratfon of income in cases of search and seizures where 
books of account, valuable assets, etc. have been seized 
as a result of any search under the Income-tax Act or the 
Wealth-tax Act. 

C. Vol'Llntarily disclosed net wealth or assets which were 
not disclosed o~. the value whereof was ndersta~ed in any 
return of net wealth. 

The provisions of the Scheme governing each of these categories 
were explained as follows: 
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(4) In cues where no seuch under the Iilcome-tax Act or the-
Wealth Tax Act has been made or ~ such search has; 
been made but no books, documents, assets etc., have been 
seized, 8 person can declare, under the Scheme, such of 
his income liable to tax: 

for which he had failed to furnish a return nde~ the Income-
tax Act, for any assessment year upto and incJuding the-

, assessment year, 1975-76; 

' .. , which he failed to disclose in a return of income filed by 
him before the 8th October, 1975; 

.blch has been under-assessed or has escaped assessment 
by reason of his omission or faLlure to furnish a return 
under the Income-tax law or to disclose fully and truly 

r all material facts necessary for his assessment or other-, 
~ wise. 

(5) The following incomes are not covered under the provi-
sions relating to voluntarily disclosed income: 

Income for any assessment year for which a notice under 
the Income-tax Act has been served on the person but 
the return for that year has not been filled by him be-
fore the 8th October, 1975. If, however, the notice has 
been served on him on or after this date and he has not 
submitted the return, he can make a declaration 'Under-
the Scheme; 

Income for any assessment year which has not been dis-
closed in the return of income furnished on or after the' 
8th October, 1975; 

In cases where books, documents, valuable assets, etc. have· 
been seized as a result of any search under the Income-
tax cor the Wealth-tax Act, the income in respect of pre-
vious year in which such search was made or any pre-
vious year. In such cases, however there is no bar on 
the declaration of undisclosed income for any previous 

.~ year falling after the previaus year in which the search 

was made. 

(6) Any income which has already been declared in any re-
turn furnished by a person or which has already been 
assessed for any assessment year cannot be disclosed in 
terms of this Scheme. However, if an assessment has 
been set aside in any proceedings by way of appeal or re-
vision, whether before the 8th October, 1975 or on or after 
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that date, the person can make a declaration in respect of 
the income which is in excess of the amount returned at 
the time of the original assessment. 

(7) The declaration of 'undisclosed income should be made to 
the Commissioner of Income-tax 1n whose jurisdiction the 
declarant is assessed to tax. Where he has not been 
assessed so far he should make the declaration to the 
Commissioner of Income-tax in whose jurisdiction his 
principal place of business is situated and in other cases, 
where he resides. 

(8) The declaration in respect of voluntarily disclosed income 
is to be made in the prescribed Form 'A' which is to be 
verified in the manner prescribed therein. In this decla-
ration, information has to be given regarding: 

(a) The  amount of income declared; 

(b)  assessment year or years to which the income relates; 
and 

(c) the form in which the income is held, viz., cash (includ-
ing bank deposits), bullion, investment in shares, debts 
due  from other persons, commodities or any other 
assets. 

Where the voluntarily disclosed income relates tQ more than 
one assessment year, income in respect of each assessment 
year msy. if possible. be indicated. separately. 

If the amount of the disclosed tncome has been redit~ in 
the books 0'£ account or any other record, copies of the 
relevant entries in duplicate should be attached with the 
declaration. 

The proof of payment of income-tax relating to the disclosed 
income, made before the date of declaration should also be 
enclosed. 

(9) The verification in Form 'A', inte ~lia  includes a solemn 
declaration by the declarant that income of other person (s) 
in respect of which he is chargeable to tax as also income 
accruing or arising from assets held by him through other 
persons, has been shown in the declaration in respect of 
the year or years for which the declaration has been made, 
to the extent such income was not disclosed or assessed 
earlier. The declarant has to further declare that income 



33 

of any other person in resect of which he is not chargeable 
to tax, has not been included in the declaration. These 
two declarations are intended to secure that while income 
from assets held by the declarant in benami names as also 
any income of other persons in respect of which he is 
chargeable to tax, does not escape assessment, the dec-
larant does not declare income of other persons in respect 
of which he is not chargeable to tax. Thus, while minors, 
ladies and HUFs are competent to make declarations on 
their own account, they cannot make declarations to help 
other persons. 

(10) The declaration in Form 'A' has to be verified and 
signed-

(a) where the declarant is an individual, by the indivi-
dual himself; where such individual is absent from 
India, by the individual concerned or by some person 
duly authorised by him in this behalf; and where the 
individual is mentally incapacitated from attending to 
his affairs, by his guardian or by other person compet-
ent to act on his behalf; 

(b) where the declarant is a Hindu Undivided Family, by 
karla, and where the karta is absent from India or is 
mentally incapacitated from attending to his affairs, by 
any other adult member of such family; 

(c) where the declarant is a company, by the managing 
director thereof, or where for any unavoidable reason 
such managing director is not able to sign the declara-
tion or where there is no managing director, by any 
director thereof; 

(d) where the declarant is a firm, by the managing partner 
thereof, or where for any unavoidable reason such 
managing partner is not able ~ ~i n the declaration, or 
where there is no managing partner as such, by any 
partner thereof, not being a minor; 

(e) where the declarant is any other association, by any 
member of the association or the principal officer there-
of; and 

(f) where the declarant is any other person, by that person 
or by some person competent to act on his behalf. 

(11) In the case of a minor, the declaration can be made by the 
guardian, entitled to receive or actually in receipt of such 
income on behalf of the minor. In the case of a non-
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resident, his agent can make the declaratioB. Similarly 
in case of certain other categories of tax-payers like trusts .. 
wakfs, etc., the representative assessees can make the 
declaration. 

(12) The Scheme provides that a declarant will be entitled to> 
make only one declaration in respect of his voluntarily 
disclosed income and any subseq\lent declaration filed by 
a person who has already made one declaration is void_ 
However, in his capacity as representative assessee, he can. 
make separate declaration in respect of the voluntarily 
disclosed income of a minor, non-resident, etc. 

(13) The voluntarily disclosed income will be treated as a sep-
arate block irrespective of the n ~ er of years over which 
it may have been earned and will be charged to tax at the 
following rates: 

(a) In the caae of a declarant, other than a company-· 

Slab of income declared upto Rs. 25,000 

Rs. 25,001 to Rs. 50,000 

Over Rs. 50,000 

(b) In the Clase of a declarant being a companY"l 

Rates of income-tax 

~5  

Rs. 6,250 plus 40% oftheexcclI; 
ova Rs. 25,000. 

Rs. 16,250 plus 600;.. of the ex-
cess over R s. 50,eoo" 

60% 

(14) Income-tax payable in respect of the voluntarily disclos-
ed income has, ordinarily, to be paid before the declara-
tion is made. For the purpose of making the payment, 
. appropriate challan form may be obtained from the 
Income-tax Department. The proo'f of payment of such 
tax should be enclosed with the declaration. The Com-
missioner of Income-tax is, however, empowered to extend 
the time of payment, or to grant instalments, in suitable 
cases where he is satisfied that the declarant was unable, 
for good and sufficient reasons to pay the full amount of 
income-tax before the declaration was made. Extension 
of the time for payment for good and sufficient reasons, 
will be considered by the Commissioner only where the 
declarant has made some payment of tax before making a" 
declaration. Where the time for payment is extended, 
the declarant will be required to pay at least one half of the 
total amount of income tax ppyable on or before the 31st 
March, 1976 and the balance, i'f any, on or before the 31st. 
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March, 1977. The declatant will also be required to tur-
nish adequate secwity for the paymtnt of the amount re-
maining unpaid. For this purpose, at least one half of the 
unpaid amount should be guaranteed by a Scheduled bank 
or secured by an assignment of Government securities 
(valued on the basis of their market value on the date of 
the assignment) by the declarant in favour of the Presi-
dent of India and the balance should be secured against 
Nch security as the Commissioner may, in his discretion 
direct. 

(15) In addition to the income-tax payable, the deolarant is 
also required to invest 5 per ceQt of the disclosed income 
in notified Government se riti~ within 30 days from the 
date of making the declaration. The notified securities 
are Government of India, 5-314 per cent Bonds, 1985. No 
relaxation of time in this behalf will be permitted. The 
proceeds of these Bonds will be utilised by Government 
for projects of high social priority, like slum olearance 
and housing for low income groups. 

(16) Where any part of the income-tax in respect of the 
voluntarily disclosed income is not paid by the 31st March, 
1976, the declarant will be liable to pay simple interest at 
12 per cent per ann'llm on the unpaid amount from 1st 
April, 1976 to the date of payment. 

The various provisions under the Income-tax law relating to 
interest on outstanding tax demands will be applicable in 
relation to such interest. 

(17) The declarant is entitled to the following benefits and im-
munities in respect of the voluntarily disclosed income: 

(a) There will be no assessment proceedings in respect of 
the disclosed  income. The tax liability for such income 
will be finally settled on payment of the  tax under the 
Scheme and investment in notified Government securit-
ies. It follows that no return of income has to accom-
pany the deolaration in Form 'A'. 

(b) The disclosed income will not be: 

(i) included in the total income of the declarant for any 
year under the Income-tax Act, the Excess Profits Tax 
Act, the Business Profit Tax Act, the Super Profits 
Tax Act or the Companies (Profits) S-urtax Act. 
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(ii) taken into account for the purpose of determining the 
rate of income-tax chargeable on the other income of 
the declarant; 

(iii) taken into account for the }\urposes of levy of addi-
tional income-tax in the case of a closely held domes-
tic company for any of the years to which the dis-
closure relates. 

For availing of the benefits mentioned in this clause, the dec-
larant has to fulfil the ' ollo in~ conditions: 

pay in full the income-tax in respect of the voluntarily dis-
closed income; 

invest the requisite amaunt in notified Government securit-
ies; and 

credit the amount of such income in his books of account or 
at his opinion, in any other record and intimate the In-
come-tax officer about it; 

(c) No wealth-tax in respect of assets representing the dis-
closed income as specified in the declaration in Form 
IA' will be payable by the declirant for any assessment 
year upto and including the assessment year 1975-76. 
Where the value of the assets acquired out of this dis-
closed income has been understated by the declarant in 
any wealth-tax return, the amaunt of understatement, 
to the extent the disclosed income has been utilised for 
acquiring such assets will not be included in the net 
wealth of the declarant for the said assessment year or 
years. However, if the value of the assets has already 
been correctly shown in the return of net wealth for 
any assessment year, such value will not be excluded 
from the relevant assessment. 

The concession will also be available only on fulfilment of 
the three conditions mentioned in da'USe (b) above. 

(d) Particulars contained in the declaration will not be ad-
missible as evidence against the declarant for the pur-
poses of any proceeding relating to imposition of penalty 
or for the purpose of proseC'Ution under the Income-tax 
Act, the Wealth-tax Act, the Excess Profits Tax Act, the 
Business Profits Tax Act, the Super Profits Tax Act or 
the Companies (Profits) Surtax Act. 
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(e) All particulars contained in a declaration in Form 'A' 
shall be treated as confidential and no court or any 
other authority (such as Sales. Tax or Excise authorit-
ies) will be entitled to require the declarant or any 
public servant to produce before it any such declaration 
or any part thereof or to give any evidence in respect of 
such declaration. This provision will override any other 
provision in any other law for the time being in force. 
Public servants will also be debarred from disclosing 
any particulars contained in such declaration except to 
income-tax and wealth-tax authorities and officers ap-
pointed by the Board or the Comptroller and Auditor 
General of India to audit income-tax receipts or refunds. 

Thus, where some of the owners of flats in a multi-storeyed 
building admit in declaration under this Scheme, pay-
ment of on-money, such declarations will not be used in 
evidence against the alleged recepients or the owners 
of other flats who have not admitted such payment. 

(18) Where a finn had concealed its income, it alone may make 
the declaration under the Scheme. The partners need not 
make declarations regarding their share in the voluntarily 
disclosed income of the firm. The firm will pay the tax 
on such income at the rates mentioned in para 9. There 
will be no additional tax liability either on the firm or on 
the partners in respect of such income. The registration 
of the firm under the Income-tax Act will also not be 
affected by S'\lch a declaration. 

(19) The immunities proVlded under the Scheme will be avail-
able only in relation to the disclosed income and do not 
cover any other income which may have escaped assess-
ment. Again, benefits or immunities are available only 
to the declarant and no other person. The income declared 
in Form 'A' will be accepted without any investigation or 
questions being asked and declarant will have to pay tax 
and make investment in notified Government securities on 
the basis of the income disclosed. A declaration in 
Form 'N will not be a starting point for making enquir-
ies. However, subsequently on evidence available if it is 
found that any part of undisclosed income has not been 
declared or the income declared, in fact, belongs to a per-
son other than the declarant, it will be open to the Income-
tax Department to take appropriate action under the law. 
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(20) A declaration made under the Scheme and the payment 
of income-tax on the declared income will not entitle 
the declarant to. reopen any assessmen-t or reassessment or 
claim any set off or relief in any appeal, reference or any 
proceeding in relation to any assessment or reassessment 
under the Income-tax Act, the Excess Profits Tax Act, the 
Business Profits Tax Act, the Super Profits Tax Act or the 
Companies (Profits) Surtax Act. 

(21) No claim for re~ nd of any part of the tax paid in pursu-
ance of a declaration in Form 'A' will be entertained under 
any circumstances. 

(22) Where, as a result of any search made under the provi-
sions of the Income-tax Act or the Wealth-tax Act, any 
books of accO'Ullt, other documents, money bullion, jewel-
lery or any other articles or things belonging to a person 
have been seized, such a person can make a declaration in 
Form 'B' under the Scheme in respect of the income o·f the 
previous year in which such search was made or any ear-
lier previous year. The income which can be disclosed 
in such a declaration must fall under any of the following 
categories: 

(a) income for which he has failed to furnish a return under 
the Income-tax Act; or 

(b) income which he has failed to disclose in a return under 
the Income-tax Act; or 

(c) income which he has failed to diselose in a return o'f 
income filed by him under the Income-tax Act, before 
the 8th October, 1975; or 

(d) income which has been under assessed or has escaped 
assessment by reason of the omission or failure on the 
part of the person concerned to furnish a return or to 
disclose tully and truly all material facts necessary for 
his assessment or otherwise. 

(23) The declaration cannot include-

(a) income for any assessment year which has not been dis-
closed in a return of income furnished on or after the 8th 
October, 1975-; 

(b) income which has been included in the total income of 
the declarant in any assessment made by the Income-
tax Officer before the date on which declaration is made. 
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(24) In addition to the declaration .made in Form 'B' in respect 
of the income of the previous year in which the search 
was made or any earlier previO'UB year, sueh a person is 
also entitled to make a declaration in Form 'A' disclosing 
his income for any previous year or years falling after the 
previous year in which the search was made. Thus, if in 
the case of a person search and seiZ1;U"e were made in 
January, 1974, he can make a declaration in Form 'B' in 
respect of the undisclosed income for the assessment year 
1974-75 and the earlier assessment years and in Form 'A' 
in respect of the undisclosed income for the assessment 
year 1975-76. 

(25) Further a person whose premises were searched after the 
31st March, 1975 resulting in the seizure of certain assets, 
can make a declaration in Form 'B' if the seized assets 
represent the undisclosed income of the assessment year 
1975-76 or an earlier assessment year. 

(26) The amount of income disclosed in the declarations of the 
value of the assets representing such income, as the case 
may be, will not be taken into account for the purpose of: 

(a) payment of interest by the declarant for delay or de-
fault in not furnishing the return of income under the 
Income-tax Act; 

(b) payment of interest by the declarant for shortfall in 
pay.ment of advance tax or for faLlure to file estimates 
of advance tax under the Income-tax ,Act; 

(c) imposition of penalty on the declaration under the pro-
visions of the Income-tax Act, the Wealth-tax Act, the 
Excess Profits Tax Act, the Business PTJ)fits Tax Act, 
the Super Profits Tax Act, the Companys' (profits) Sur 
Tax Act, other than penalty imposable for default in 
payment of tax; 

(d) prosecution of the declarant 'Under the provisions of any 
of the Acts mentioned above. 

(27i) The tax chargeable in respect of the income of any pre-
vious year for which a declaration in Form 'B' has been 
made by the declarant has to be paid in accordance with 
the procedure described in para 10. The expression 'Tax' 
chargeable on the income or any previous year for which 
the declaration has been made has been defined to mean-

(a) where the declarant has not furnished return in respect 
of the total income of that year and no assessment has 
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been made in respect of the total income of that year, 
the tax payable on the income declared in Form 'B' as 
if such income were the total income; 

(b) where the declarant has furnished a return, the tax has 
been made in pursuance of such return, the tax payable 
on the aggregate amount of the total income returned 
and the income declared as if such aggregate were the 
total income, as reduced by the tax payable on the basis 
of the total income returned; 

(c) where an assessment in respect of the total income of 
the previous year has been made, the tax payable on the 
aggregate amount of the total income as assessed and the 
income declared as if such aggregate were the total in-
come, as reduced by the tax payable on the basis of the 
~tal income, as assessed. 

(28) The declarant will be given credit in respect of the tax 
paid by him in the assessments made 'Under the Income-tax 
law in respect of the total income of relevant assessment 
year or years. 

(29) Where seizure of assets has been made prior to 1st Octo-
ber, 1975 as a result of a search under the Income-tax 
Act or the Wealth-tax Act, the seized assets can be re-
tained to satisfy the existing liabilities under the undis-
closed income estimated in the summary manner prescrib-
ed under the Income-tax Act. Where after satisfaction of 
the existing liability some balance amount is still retained, 
the latter may be adjusted against the tax chargeable in 
respect of the income described in the declaration in Form 
'B' to the extent such declared income corresponds to the 
undisclosed income estimated in the summary order. For 
such an adjustment the declarant must make a specific 
request in this behalf. Such adjustment cannot however, 
lead to release of any part the retained assets. 

(30) Under the Scheme a person can make a declaration in 
Form 'e' in respect of: 

(a) the net wealth chargeable to wealth-tax for any assess-
ment year for which he has failed to furnish a return 
under the Wealth-tax Act, provided no notice has been 
served on him before the 8th October, 1975 for furnish-
ing the return of net wealth for that year; or 
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(b) the value of the assets which has been disclosed, or the 
value of the assets which has been understated, in any 
return of net wealth for any assessment year. 

The provisions of (b) above will not, however, apply in 
relation to so much of the value of assets as has been 
assessed in any assessment for the relevant assessment 
year made by the Wealth-tax Officer before the date on 
which the declaration is made. 

(31) The net wealth or as the case may be, the value declared 
in a declaration in Form IC' will not be taken into account 
for the purposes of any proceedings relating to imposi-
tion of penalty on the person making the declaration or 
for the purposes of his prosecution under t~e Wealth-tax 
Act. This immunity is conditional on the fulfilment of 
the conditions regarding payment of wealth-tax on the 
amount declared and the investment of the requisite 
amount in notified Government securities viz., Govern-
ment of India 50! per' cent Bonds, 1985. 

(32) The wealth-tax chargeable in respect of the net wealth 
for any assessment year for which the declaration is made 
will have to be paid by the declarant in accordance with 
the procedure described in para 10. The expression 
"Wealth-tax chargeable in respect of the net wealth for 
any assessment year for which the declaration is made" 
has been defined to mean: 

(a) in a case where the declaration has been made in res-
pect of the net wealth chargeable to wealth-tax for any 
assessment year for which the declarant has failed to 
furnish a return the wealth-tax payable in respect of the 
net wealth declared; 

(b) where the declaration in Form IC' has been made in res-
pect of the value of the assets which has not been dis-
closed, or the value of the assets which has been under-
stated, in any return of net wealth, the wealth-talK 
chargeable shall be calculated as under: 

(i) where no assessment has been made in pursuance of 
the net wealth furnished by the declarant, the wealth-
tax payable on the aggregate of the net wealth re-
turned and the value declared for that year as if such 
aggregate were the net wealth, as reduced by the 
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returned; 

(il) where an assessment has been made in pursuance of 
the return of net wealth furnished by the declarant, 
the wealth-tax payable on the aggregate of the net 
wealth as assessed and the value declared for that 
year as if such aggregate were the net wealth, as 
reduced by the wealth-tax payable on the net wealth 
as assessed. 

(33) In addition to the wealth-tax payable, the declarant will 
be required to invest, within 30 days of making the de-
claration in Form 'c' in notified Government securities 
(viz. Government of India Sf percent Bonds, 1985) a sum 
calculated as under: 

(a) where the declaration has been made in respect of one 
assessment year, a sum equal to two and a half per cent 
of the amount of net e~~t  declared or, as the case may 
be, the value declared; 

(b) where the declaration has been made in respect of more 
than one assessment year, a sum equal to two and a 
half per cent of the net wealth declared or, as the case 
may be, of the value declared in respect of last of such 
assessment years. 

(34) The declaration in Form 'C' is required to be made to the 
Commissioner of Wealth-tax concerned. It should be 
made in duplicate and should be verified in the manner 
prescribed therein. Where a declaration is made in res-
pect of net wealth, or includes any declaration in respect 
of net wealth, for any assessment year or years, the de-
claration has to be accompanied by a return of net wealth 
in the form prescribed under the Wealth-tax Act for such 
year or years only for which the declarant had failed to 
furnish a return under that Act. 

(35) The Scheme specifically provides that nothing contained 
in it will be construed as conferring any benefit, conces-
sion or immunity on any person other than ~ e person 
making the declaration. Accordingly where any income 
or wealth is disclosed by a person under the Scheme and 
subsequently it is found on evidence available that the 
income or, as the case may be, the wealth disclosed by 
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the declarant did not, in fact, belong to him, there will be 
no bar to the inclusion of the income of the wealth in the 
assessment of the real owner. Accordingly, it is expected 
that the declarants will make full and true disclosure of 
their own undisclosed income and wealth. 

W. Results achieved by Voluntary Disclosure Schemes 

33. The Ministry of Finance (Department of Revenue) have inti-
mated that in respect of Voluntary Disclosure Scheme (1951) "re-
cords are not available" to furnish detailed information as to the 
nuinber of declarations received, total income/wealth disclosed, total 
tax paid and Balance tax due, if any. However, paragraph 7.78 of 
the Report of the Direct Taxes Administration Enquiry Committee 
1958-59 stated that the statistics furnished to that Committee by 
the Central Board of Revenue showed the following position:-

(a) No. of cases in which disclosures have been made 20,991 

(:2) No. of cases s('tlied by the end of 1958-59 1Z0,9 1:2 

(3) Income assessed ill the'l(, casel to tax after disclOlure lU. 11.53 crorel 

(4) Total income determined liable to tax after disciOBure . RI. 81.73 croret 

(5) Additional income brought to tax under 1951 scheme (col. 4 
minus col. 3) Rs. 70.20 crorel 

(6) Additional revenue resulting from disclosure Rs. 10.89 crores 

34. The Committee have been informed, in a note, dated 1-11-1978 
that the tax due under the Scheme as reported now by the Com-
missioners is Rs. 1,42,849/-. 

35. Referring to the Voluntary Disclosure Scheme of 1951, the 
Direct Taxes Administration Enquiry Committee 1958-59 (Tyagi 
Committee), in paragraph 7.77 of their Report observed that:-

"An event of considerable importance in the history of income 
taxation in India was the launching of the Voluntary Dis-
closure Scheme by the Government of India. A large 
amount of money concealed from the Department was 
brought out in to the open adding, in the process to the 
coffers of the State its legitimate share of the tax evaded. 
Apart from the benefits which accrued to the Indian 
economy in the form of addifional taxes, the scheme con-
tributed, to some extent, to the improvement of the rela-
tions between the Department and the pUblic. The feel-
ing of mutual distrust gave way to a sense of better under-
standing and appreciation of the problems of each other." 
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36. As regards achievements of 1951 scheme, Tyagi Committee 
in paragraph 7.78 of their Report (195:3-59) reported that: 

"Though the scheme was to be in operation till 22nd October, 
1951 only, the principle this scheme has been continued 
even thereafter. The statistics furnished to us by the 
Central Board of Revenue showed that disclosures have 
been made in 20991 cases, out of which 20912 cases have 
been settled by the end of 1956-59. The income assessed 
in these cases before disclosure had amounted to only 
Rs. 11.53 crores, while the total income determined liable 
to tax after disclosure in these cases was B.s. 81.73 crores. 
Thus, an additional income of Rs. 70.20 crores has been 
brought to tax under the scheme. The additional revenue 
resulting from the disclosures amounted to Rs. 10.98 
crores." 

37. The Ministry of Finance (Department of Revenue), have re-
ported that all the registers and records relating to the 2nd and 3rd 
Voluntary Disclosure Schemes introduced in 1965 are not available. 
Information presently available with the Department is stated to be 
as under:-

-------------------------------------
2nd Scheme 3rd Schf'me 

--------._---------

2l Income declared R~. 52. 18 crores Rs. 145 crores 

3) Tal( Payable on (2) above Rs. 30 .80 rore~ Rs. 19.45 crorea 

4) Tal( c:>llected upto 31-3-1967 . Rs. 30.13 crores Rs. 12.28 crorea 

5! Ta'lt due a. reported now by the Commi.-
sioners Rs. 10,189 Rs. 17,67,534 

NOTE: (lnform'ltioll regarding tax cnllected upto 31-3-197 R is lIot availabl.·). 

38. The Direct Taxes Enquiry Committee, 1970-71 (Wanchoo Com-
mittee) in paragraph 2.28 of its final report submitted in December 
1971 has commented on the Voluntary Disclosure Scheme of 1951 
and the two Voluntary Disclosure Schemes of 1965 as under: 
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"The principal argument against the introduction of another 
disclosure schemes is that the results of the three earliet 
schemes have been disappointing. The total income dis-
closed in all the three schemes "put together was a mere 
Rs. 267 crores which, to say the least, is only a small 
fraction of even the most modest estimate of concealed 
income for the period of 15 years from 1951 to 1965. As 
against this, it was stated that the concealment detected 
by the Department in the ordinary course during a period 
of 5 years from 1965 to 1969 was Rs. 161 crores and the 
taxes and penal ties in respect of such concealed income 
worked out to Rs. 105 crores or about 65 per cent of the in-
come detected. Moreover, much of the income disclosed 
during the course of the three sChemes had been either al-
ready detected or was about to be detected and the schemes 
did not make any real contribution to bringing to surface 
concealed incomes. The taxes realised out of the dis-
closures were even more unimpressive. The 60-40 scheme 
produced only Rs. 30.80 crores. The other two schemes 
yielded tax of hardly 15 per cent of the disclosed income. 
The total tax yield of all the three schemes put together 
was a mere Rs. 61.23 crores." 

39. Pointing out instances of misuse of voluntary disclosure 
schemes, Wanchoo Committee (December, 1971) in paragraph 2.29 
of its Report observed that:-

"All the three earlier schemes were found defective in one 
respect or another. They were more or less schemes for 
converting black money into white on payment of, what 
turned out to be in most cases, a small amount of con-
science, money. Disclosures made in the names of minors, 
ladles and benamidars have, on the other hand, contribut-
ed to perpetuating evasion, and rendered investigation in 
may a case of. suspected tax evasion difficult or even 

futile. The fact that in the last of these three schemes, 
namely, the block scheme, as many as 77 thou9and and 
odd out of the total of 1,64,226 disclosures were from per-
sons not previously assessed to tax would bear ample 
testimony to this misuse of the scheme. We were In-
formed by the Central Board of Direct Taxes that there 

were several instance9 of the same set of persons taking 
advantage of all the three disclosure schemes, which 
would belie the theory that such schemes help to rehabi-
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litate the repentent tax evader who is desirous of mend~ . 
ing his ways." 

40. The following statement issued on 1~1-1~  by' the' then 
Finance Minister reflects the then Government's views on the suc-
cess of the Voluntary Disclosure Scheme of 1975: 

"To err is human; but to have the courage and the conviction 
to recognise an aberration and to make amendE! is· indeed 
truly divine. I am deeply touched by the excellent re~ 
ponse to the Voluntary Disclosure Scheme and I would 
like to ofter my grateful thanks to all those who have 
come forward and made declarations of income and 
wealth. 

I would like to reiterate my assurance to them that those who 
have made an honest disclosure of concealed income and 
wealth will be fully ptotected. I am confident the money 
that has been legitimised will be employed for rod ~ 

tive and socially desirable purposes and would help Gov-
ernment to reach out to its socio-economic goals." 

41. According to the information received by the Department 
from all the charges [except Bombay city and Delhi (Central)], in 
respect of 1975 Voluntary Disclosure Scheme, the position is stated 
to be as under: 

U/s 3(1) U/s 14(1) U/s 15(1) 

----. 
No. of de laration.~ received 1,811,649 3,g65 11,1181 

T,)t-..I il\ o~"" lalt  declared (Rs. in 
thou,an:l) .  .  .  . 511,47,1163 4,61',718 70,68,935 

'ra" PilY1ryl", . 16,66.866 1,67,8311 57,1107 

Tax Paid 16.37,171 1.48,5511 55.060 
(uplo 31-3-78) (upto 31-111-77) (ulllo 31-111-78) 

Ta" due 119.6q5 19.1180 11,147 
(a., on 1-4-78) (as on 1-1-78) (as on 1-1-78) 

42. As regards Bombay, the Department of Revenue have re-. 
POrted that more than 50,000 declarations were filed in Bombay_ A 
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sample study made 'by the Department of 24952 declarations filed 
in Bombay has revealed as follows: 

(Rt. in thoull&lld) 

Total of income/wealth disclosed 

Cash 

Bank deposits 

Loam and advance to other. 

Jewellery & Bullion 16,11,0 

Investment in shares 

Stocks and commodities 

ImmOl.able proper tits 

(a) Factories L1uds, buildings machinery, fiats, agricultural lands 

(b) Residential fiats, House.q 

(c) Other assets 

----------- .... ---.--------
43. In reply to a question whether 1975 scheme of voluntary dis-

closure had proved a flop, the Finance Secretary repUed in evidence 
that: 

"The Government's objectives were very limited. and modest, 
I find from the papers that the Government had antici-
pated only a revenue of Rs. 100 crores as a result of this 
Scheme, but actual additional revenue was of the order 
of Rs. 240 crores. In this limited sense, the scheme was a 
success." 

44. Asked whether Voluntary Disclosure Schemes had succeeded 
in mopping up substantial amounts ()f black money floating in the 
country, Ministry of Finance (Department of Revenue) have, in a 
note furnished after evidence stated:-

"In the absence of any precise data on the basis of which it 
may be possible to make realistic assessment of black 
money in circ'ulation during any particular period, we 
have no means of evaluating the extent to which the 
Voluntary Disclosure Schemes of 1951, 1965 and 1975 have 
served to mop up black money." 
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litate the repentent tax evader who is desirous of mend-. i.' 

ing his ways." 

40. The following statement issued on 1-1-1976 by' the' then 
Finance Minister refiects the then Government's views on the 9IlC-
cess of the Voluntary Disclosure Scheme of 1975: 

"To err is human; but to have the courage and the conviction 
to recognise an aberration and to make amends is . indeed 
truly divine. I am deeply touched by the excellent res-
ponse to the Voluntary Disclosure Scheme and I would 
like to offer my grateful thanks to all those who have 
come forward and made declarations of income and 
wealth. 

I would like to reiterate my assurance to them that those who 
haVe made an honest disclosure of concealed income and 
wealth will be fully ptotected. I am confident the money 
that has been legitimised will be employed for produc-
tive and socially desirable purpOSes and would help Gov-
ernment to reach out to its socio-economic goals." 

41. According to the information received by the Department 
from all the charges [except Bombay dty and Delhi (Central)], in 
respect of 1975 Voluntary Disclosure Scheme, the position is stated 
to be as under: 

U!13(1) U!! 14(1) U!I 15(1) _._-_. 
No. of de 1ar~tion8 received 1,8!:1,649 3.965 11,281 

Tot'!1 iucome/wealth declared (RI. in 
thOlnan:l) .  .  .  . 52.47.263 4,6f;.718 70,68,935 

Ta'C il '1"l~ . 16.66.866 1.67.832 57.207 

Tax Paid 16.37.171 1.48.552 55,060 
(upto 31'3-78) (Ullto 31-12-77) (upto 31-12-78) 

Ta'C due 29.6<}5 19.280 2,147 
(as on 1-4-78) (as on 1-1-78) (as on 1-1-78) 

42. As regards Bombay, the Department of Revenue have re-' 
ported that more than 50,000 declarations were filed in Bombay. A 
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sample study made -by the Department of 24952 declarations filed 
in Bombay has revealed as follows: 

Total of income/wealth cliacloaed 

Cash 

Bank deposits 

Loans and advance to othen 

_ Jewellery & Bullion 

Investment in shares 

Stocks and commodities 

Immol'able propertits 

(a) Factories L:\nds, buildings machinery, flats, agriculturallllnds 

(b) Residential flats, Houses 

(c) Other assets 

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

(RI. in thousand) 

40,70,110 

lo,ag,I8 

8,13,19 

16,11,0 

43. In reply to a question whether 1975 scheme of voluntary dis-
closure had proved a flop, the Finance Secretary replied in evidence 
that: 

"The Government's objectives were very limited and modest. 
I find from the papers that the Government had anti i~ 

pated only a revenue of Rs. 100 crores as a result of this 
Scheme, but actual additional revenue was of the order 
of Rs. 240 crores. In this limited sense, the scheme was a 
success." 

44. Asked whether Voluntary Disclosure Schemes had succeeded 
in mopping up substantial amounts of black money floating in the 
country, Ministry of Finance (Department of Revenue) have, in a 
note furnished after evidence stated:-

"In the absence of any precise data on the basis of which it 
may be possible to make realistic assessment of black 
money in circulation during any particular period, we 
have no means of evaluating the extent to which the 
Voluntary Disclosure Schemes of 1951, 1965 and 1975 have 
served to mop up black money." 
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E. Analysis of Declarations 

45. The Committee wanted to know if the Government had 
been able to make a systematic study of cases which came to notice 
through the Voluntary Disclosure Scheme, 1965, to find out how 
these cases had escaped attention during surveys carried out by 
the Department. In reply, the Department of Revenue have, in a 
note, intimated that: 

"No systematic study of the voluntary disclosures made un-
der the Finance Act 1965 and the Finance (No.2) Act 
1965, has so far been made." 

46. Referring to the Voluntary Disclosure Scheme of 1975, the 
Department of Revenue have stated that: 

"An analysis of declarations made uts. 3 (1) of the Voluntary 
Disclosure of Income and Wealth Or,dinance, 1975 by per-
sons not hitherto assessed to tax is given in paragraphs 38 
to 42 of the study made by the Directorate of Inspection 
(Research, Statistics and Publication) in March, 1977." 

47. The following are some of the conclusions that emerge trom 
the aforesaid study:-

(i) Nearly halt the declarations u I s. 3 (l) came from persons 
not assessed earlier. However their contribution to 
the amount disclosed was only 39.3 per cent and the tax 
payable about 34.7 per cent indicating that the declarations 
tell mostly in the lower income ranges. 

(ii) 49.2 per cent 01 the declarants who were not assessed ear-
lier consist of ladies and minors. Their proportion is the 
highest in the lowest income range and is lower in the 
hi h . , 

g er Income ranges. 

(iii) Out of a total of 1,17,357 declarations by persons not 
assessed earlier, 1,14,552 declarations show income below 
Rs. 50,001, 2226 show income between Rs. 50,001 and Rs. 1 
lakh and 579 show income exceeding Rs. 1 lakh. Of 
course, ladies and minors together number 56,677 in the 
income range upto Rs. 50,000, 854 in the income range of 
Rs. 50,001 to Rs. 1 lakh and 183 in the income range of 
over Rs. 1 lakh. . 

(iv) In the major Commissioners' Charges, new assessees cons-
titute a comparatively smaller percentage of the total 
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number of declarants 41.5 per cent. Their contribution to 
the amount declared and tax payable is even lower-33.6 
per cent and 30 per cent, respectively. 

(v) In other Charges, the pattern is different. New assessees 
predominate, constituting 57.7 per cent of the total in these 
Charges. Their contribution to income disclosed and tax 
payabl is 48.9 per cent and 45.6 per cent respectively. 

(vi) In the Charge in UP. and Bihar, the percentage of new 
assessees is very high, ranging from 60 to 86 per cent. 

Similar study of wealth-tax declarations has not been made. 

48. Income-tax Officers and Inspectors of Income-tax can survey 
only business premises under section 133A of the Income-tax Act, 
unless the person concerned states that he has kept his books etc. 
elsewhere. The relevant provisions are contained in Section 133-A of 
the Income-tax Act. 

(i) Mistakes revealed by Internal Audit Parties 

In accordance with the provisions of Sec. 12(2) of the Voluntary 
Disclosure of Income and Wealth Act, 1976, the declarations filed were 
subject to both Internal as well as Receipt Audit. In the light of this 
background, Board decided that the more important declarations under 
the above Act and assessments made in pursuance thereof under the 
Income-tax Act as well as the Wealth Tax Act as well as ancillary 
matters should be checked by the Internal Audit Parties in order to 
see whether these have been made in conformity with law. In view 
of the large number of disclosures made under the Act, this checking 
was restricted to the following types of cases: 

(i) Voluntary Disclosure of Income of Rs. 1 lakh and above uls 
3(1) of the Act; 

(ii) Voluntary Disclosure of Income uls 14(1) of the Act and 
assessments made for the corresponding years; and 

(iii) Voluntary Disclowres of Wealth of Rs. 2 lakhs and above 
in anyone year uls 15 (1) of the Act. 

50. The Directorate devised detailed check-sheets fQl' the above 
types of cases and requested the CsIT in its letter dated 2()"8-1977 to 
have the checking done by their SAPs and lAPs. The CsIT were re-
quired to send reports by 15-1-1978 giving a gist of the more import-
ant mistakes detected by lAPs in these cases. Reports from many 
Commissioners i~ regard to checking of the above type of cases have 
been received. 
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51. On a perusal of the mistakes reported by the CsIT, details of 
which were furnished to the Committee, the foLlowing important mis-
takes have been observed: 

(i) The prescribed registers and documents mentioned below 
were not maintained: 

CIT's Of)ke 

(a) The Register of declarations uls 3(1) 14(1) 115(1); 

(b) Demand and Collection Register; and 

(c) Copies of certificates issued 'uls 8(2). 

ITO's Office 
(a) Registers and Confidential folders regarding i'ntimation of 

declarations uls 8(1); 

(b) Register of tax recovery certificates in respect of V.D. 
cases uls 3 (1); and 

(c) Record of copies of the statement of Voluntarily disclos-
ed income received from CIT. 

(ii) Where payment was made in instalments, there was no 
evidence whether they were specifically granted after 
obtaining proper security, 

(iii) There was no record to show that investment in requisite 
securities had been made. 

(iv) In respect of declarations u/s 14(1) /15(1) Income-taxI 
Wealth-tax assessments were made without aggregating the 
disclosed incomelwealth with the returned I assessed income I 
wealth. 

(v) Certificates ujs '8 (2) had not been issued to the declarants 
by CsIT. 

(vi) Copies of statements of Vol'Untarily disclosed income have 
not been sent by CsIT to the ITOs. 

(vii) In some cases, no tax had been paid by the declarants be-
fore making the declarations. 

(viii) Interest uls 220(2) has not been properly charged in res-
pect of delayed payments. 
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(ix) In some cases, amount credited in the books was' much more 
than what was declared uls 3 (1). 

(x) In cases where notices uls 139(2) or 148 of the IT Act or 
14(2) or 17 of the WT Act were served prior to 8-10-1975 
and returns were not received, d~larations were made uls 
3 (1) and 15 (1) and these were accepted. 

52. Instructions have been issued to the CsIT on 12-6-1978 to take 
appropriate remedial action to set right the mistakes pointed out by 
the lAP in individual cases as also similar mistakes in other cases and 
to send a compliance report by 30-9-1978. 

53. The Board by their letter dated 9-3-1978 has also called upon 
the CsIT to review carefully if any mistakes similar to those pointed 
out by the Receipt Audit in Para 47 of Audit Report 1976-77 have 
occured in their charges and to take remedial action with time. 
These reports were due from the CsIT by 15-5-1978. However, very 
few reports are reported to have been received so far. 

54. The Board by their telex dated 7-4-1978 required the CsIT to 
report by 25-4-1978 whether copies of statement of voluntarily dis-
closed income showing amount of income declared, assessment years 
to which the income relates and particulars of assets representing 
disclosed income in respect of declarations in which income disclosed 
exceeds Rs. SO,OOO have been forwarded to the ITOIWTO concerned. 
These reports are stated to have been received from all CsIT except 
Bombay City-V. 

(ii) Declarations by big Industrial 01.L~es 

55. The Committee wanted to know the number of declarations of 
income and wealth made by big industrial houses under the Voluntary 
Disclos'Ure Scheme of 1975 and how much incomelwealth was disclos-
ed by them. In reply, the Ministry of Finance (Deptt. of Revenue) 
intimated, in a note, that they had circulated a list of 74 big indus-
trial houses amongst the Commissioners of Income-tax. On the basis 
of reports received from the Commissioners, the Department has 
furnished the following information:-

No.of declarations 

(a) Under section 3 (1) 37 

(h) Under section 14 (1) 24 

(c) Uuder setion 15 (1) 34 

Total: 95 

Amount of i ncom, 'wealth discloSld 

RI. 86,18,820 

Rs. 6. ,90,894 
Rs. 6,68,36,507 



Sl. 

N. Detaill at lura_eel., U. Depll1a.t are .. ud.er:-

Group-i 

Group-ii 

Group-iii 

Group.iv 

G. D. KDthari Groll' 

41. D ... &: Co. Pvt. Ltd. 

"1I,alill Grou, 

Maganlal ehhalanlal Ltd. 

M.ti Gr.", 
(i) 8mt. Indira Rani Modi 

(ii) 8mt. Rani Modi . 

(iii) Patillia Flour Milll Ce. Ltd., Pati..ta 

Sh."oorji Pallo'!ii Gr.", 

(i) Shappoorji Pallonji I: Co. 

(ii) MIl. 8terlinl Inv.tmont Corpn. (P) Ltd. 

(iii) P. S. Miltry . 

ni)l ll'~lIn G". 
(i) Dr. Radha ~~aD 

(ii) T. L&napan 

(iii) S. Thyaaraja. 

(iv) J:ltate of SURdara Ciletti.r 

(v) T. Minabhi 

(vi) Mn. M. Chintaaani AGhi 

(yii) K. 8. S.shu 

(\'iii) i. Villabhi 

RI. 
lIgo,OQO 

141Z,5OO 

90,000 

8096,3l1O 

8618,81Z0 

Rs. 

66,000 

113,000 

30,000 

45,000 

11Z4,841Z 

199,842 

RI. 

830,000 

1500,000 

278,000 
---
lI608,000 

RI. 

103,943 

50,000 

150,000 

7,000 

88,860 

gog,SolI 

IlI9,41ZO 

5U339 

66,000 

113,000 

1 84~ 

IZ608,ooo 



(ix) T. N. Chatial' ~ • 

(x) S. A. Achi • 

(lIi) K. S. ChockaliJlgam 

'aip",ilI GroUl 

(i) SitaramJaipuria (HUF) .. 
(ii) Ashok Jaipuria I  . 

• (iii) Smt. Gayatri Devi I 

(iv) Abha Jaipuria 

(v) Km. VandanaJioipuria • 

53 

Rs. 

100,00. 

'-k. 
1711,56i 

9,500 

I 37!1,4311 IS72,4Sll 

R,. 

1142,070 

226,600 

IgS,950 

1I35,ooo 

29,000 

1831,620 1131,6Re 

Grand total of income declared u/' 14 (I) ofthc Voluntary DiJcIOlure Schllllc 'I e ~ 

(3) Amount of Wlalth d,clarld ul s 15( I) of ,h, V"lunl.ry Dis,,.sur, S,h,m" 1915 

Birla Group R,. 

Hari Prasad Birla 30S,eoe 3eS,MCo 

Modi Groul 

(i) Indira Rani Modi 30,000 

(ii) Smt. Rani Modi 6g8,6gc> 

(iii) Smt. Mayadevi 1200,000 9121,. 

9118,6go 

Sur/ljlMl NalMmol Group R,. 

(i) Bajrang Pd. Jalan 77,950 

(ii) Shanti Jalan &. Othen (HUF) gS45,ooo 

(iii) S. B. Jalan (Deed) L/H G. K. Jalan &. othcrs 5355,870 

(iv) K. L.Jalan 84112,138 

(v) Radhadevi J alan 1310,660 

(vi) Shantidevi Jalan 10060456 

(vii) S. K.Jalan 745 ~ 

(viii) Babulal Jalan (Deed) • 94,Ig6 
).f"" 

(ix) Shantidevi JalanJ" 1383,488 

(x) Bxtatc of N. K. jalan (Deed) L/H A. ~. Jalan 570,000 

(xi) Chandra DeviJalan (Dccd) L/H D. P.Jalan 11234,575 



(xii) Mahavir Pd. J alan 

("iii) J. R. Jalan 

(xiv) Smt. Nirmala Bajoria 

(xv) Smt. Ganwanti Bajoria 

(xvi) Smt. Lilawa:i Bajoria 

(xvii) S. L. Bajoria & Others 

(xviii) Rajinder Kr. Ramaprasad Bajoria • 

(xix) Nandlal Devi Pd. 

(xx) B. L. Bajoria & Brothers 

SIJIJ ~raji Pallanji GrQup 

(i) .~. Miltry 

Thyvalrajaq Group 

(i) Dr. Radha Thyagrajan 

(ii) T. Karlapan 

(iii) S. Thiyagrajan 

(iv) T. Minbhi 

(v) S. Vi_lkshi 

(vi) S. A. Achi 

(vii) T. Laxmi . 

(viii) S. M. Achi 

Rs. 

1118,420 

1...s,OOO 

11111,000 

3350,000 

111118,640 

4800,000 

4800,000 

480,000 

Ra. 

1150,000 

Ra. 

14113,8111 

304,839 

1190,000 

1683,0811 

615,7911 

1144,646 

447,7113 

1110,522 

1150,000 

5980,4115 5g80,425 

Grand total ofweahh declared u/s 15(1) of the Voluntary Disclosure Scheme 66836,507 

57. The n,umber of declarations out of these groups made in Volun-
tary Disclosure Scheme of 1965/amount declared and tax paid were 
as under:-

(a) Number of deciaratioul under scheme, 1965 7 

(b) Amowlt decrared • Rs. 7099,737 

(e) Tax: paid 
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58. A statement showing the position regarding payment of tax 

due on these declarations made by big industrial houses is appended 
(Appendix III). 

The position in brief is:-

Tax Payable Taxoaid Tax paid Tax paid Tax paid Balance 
before before before before due 

dclara- 3 l -3-,6 31-3-" 3 1-3-77 if any 
tion 

Rs. R,. RI. RI. RI. Rs. 

47.3J• 642 J,29,ooo 25,85,844 20,16,798 

25. 60•633 3,89. 16g 11,60.342 1,60,05 1 2,27·375 6,25,196 

5,52,463 60,86g 2,39, 629 1,71,892 10,000 

(iii) Dec Z(Jq"ation by Projess.i07l4ls 

59. The Committee wanted to know how much income and wea.;rh 
was disclosed by professionals under the Voluntary Disclosure 
scheme of 1975. In reply, the Ministry of Finance (Department of 
Revenue) have pointed out that: 

"The forms prescribed under the Voluntary Disclosure of IIn-
come and Wealth OrJUnance, 1975 do not provide for in-
formation relating to the source of income/wealth. As 
there is no indication in the declarat:ons as to the 

occupation of the declarant, the required information 
can be collected only after scrutiny of the files of the 
declarants who are income-tax assessee9 and enqUITleS 
with regard to the declarants not assessed to tax. As the 
number of declaration is very large the required informa-
tion has ·been obtained from the Commissioners of Income-
tax in whose charges profeSSional circles have been set 
up ... ' ...... " 

60. The following informption relating to the declarations filed 
u/s 3(1) of the Voluntary D¥closures of Income and Wealth Ordin-
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ance, 1975 in Bombay has been furnished by the Department of 
Revenue:-

-- -.. ----------- -----_._------------- .-. 

her_ionah 

J. Lawyers' 

I. Docters' 

,. Fil/ll ArtiJtes 

4· Chartered Accountanll 

5. Architects 

5. I!:agineen 

No. of 
declara-

tiona made 
by the 

prote.-
ionals 

RI. 

273 

5 

12 
---_. ------- ---

Income Income- Income- Incnme-
declared tax tax tax 

payable paid in arrC':ilrI 
on the 

declared 
income 

RI. A'S. Its. R •. 

--------_.- ----
'3,00,186 .,56,007 .,01,004 55,(,0:'1 

1,01,26,821 '4053,36234,16.!IB7 36.::Ii!i 

81. The Committee enquired whether there were any cases where 
persons who had filed declarations under the 1975 scheme had also 
declared concealed income under the earlier schemes of Voluntary 
Disclo8Ilre. In reply, the Department intimated:-

"There are persons who filed declarations under the Voluntary 
Disclosure Scheme, 1975 and had earlier made disclosures 
under the Voluntary Disclosure Scheme of 1965 under Sec-
tion 271 (4A) of the Income-tax Act." 

62. Asked why was the Department not keeping an eye on such 
chronic offenders, the witness assured the Committee:-

"We shall certainly keep a watch on the galaxy of chronic 
delinquents and take action." 

61. Asked what was the exact number o'l persons who had availed 
themselves of both 1965 and 1971 schemes. the Department of Revenue 
have, in a note, pointed out that: "To find out how many persons hnd 
availed themselves of the Disclosure Schemes of 1965 and 1975, the 
files of a very large number of declarants under these schemes 
have to be scrutinised. The Commissioners who were ased to re-
port hive mentioned the following difficulties:-

(i) All the regi.ten containing lIetails of the 1~5 voluntuy 
disclosure schem .. Ire aot l\Tailabl •. 
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(U) Every ClUle of the declarant under the 1975 scheme hall 
to be verified to get whether any declaration was made 
under the 1965 schemes which is Dot possible in all the 
cases, in view of the staggerinl volume ot work involved. 

64. Information to' the extent possible furnished by the Commis-
sioners to the Department is as undel": 

Agra 

Allahabad. 

Amritaar . 

Andhra Pradesh. 

Assam 

Bombay City 

Bomay (Central) 

Bihar 

Calcutta (Central) 

Delhi 

Delhi (Central) 

Jaipur 
Jodhpur 

Jullunder 

Gujarat 

Lucknow 

Kanpur and Kanpur (Ceatral) 

Karnataka 

Meerut 

Madhya Pradesh 

Maciraa (Central) 

Nil 

Nil 

108 

32 

15 [, No. &fpf'l'IORS wh& made disclosures under 
sectio. 68 of thf' FinanCf' Act, ,,65 aad 
also underthe 1975.cheme. 

394 

8 No. of persons who made disclosures 0' 
income f'xeeedinl' Rs. ,Iakh under tne 
'975 Scheme and had also made dis. 
closures u/s 24 of tlae Finaace (No.2) 
Act, 1965]. 

40 [Il elates to declaration. of lts. I lakh aad 
more under the 1965 Scheme.]. 

17 

10 

114 [ltelates to tlte declaranta who made di,· 
closures of income/wealth exceeding RI. 
, lakh under the '975 Scheme and who 
also made disclosure of income of RI. 
25,000 or more uader tlte 1965 schemes). 

121 

II 

3 

I. 

118 

ISO 

1CJ2 

2, 

[There was only oAe person wbo Rlade a 
declaration u/s 68 of the Finance Act, 
'965, He did not make a declaration under 
the '975 Scheme]. Available records 
show that there were no declarant. DC 
iacome exceedinc RI. I lakh under the 
Finance (No.2) Act, 1965. for whicla 
veriicatioa WBI made]. 



Nqpw. 

Orissa 

Patiala 

Pune 

Rohtak 

Tamil Nadu 

West Bengal including Asaruol 

Kerala 

Nil 

. Nil 

S8 

4 [Out of the declaration of Rs. 1 lakh and 
more under the 1975 scheme where decla-
raUons had allo been made under the 1965 
scheme1· 

13 [The ·figure relates to the declarants under 
the 1975 scheme who made disclosure of 
income under the Finance Act, 1965. 
Available registers .• how that there were 
no declarants of income orRs. 1 lakh and 
more under the Finance (No.2) Act, 1965 
for which verification was made)). 

29 

[There were no declarations u/s 6B of the 
Finance Act, 1965. Available records 
show that there were no declarants of 
income exceeding Rs. 1 lakh under the 
Finance (No.2) Act 1965 for which veri-
fication was made). 

9 [Out of the declarants of Rs. 1 lakh and 
more under the 1975 Scheme where de-
clarations had also been made under the 
1965 Schemes]. 

5 

65. The Commissioners have furnished the following information 
to the extent possible in respect of the declarations under the volun-
tary disclosure scheme: 

(a) For 1975-76 where normal returns could have been filed 

(b) No. of declarants who paid advance tax in 1974-75 under Section 212. 
not assesse? for '974-75 

(c) Assessees on whom notices under Section 148 were issued, had not filed 
returns in response to the notice and no departmental action was taken 

(d) Disclosure of persons whose cases were set aside between 8-10-75 and 
31-12-75 by A.A.C.jA.T.lor reference was pending before the high court 

(e) Disclosures forced by C. I. T. abandoning proceedings under Section 263 

(f) Disclosures of persons against whom Income Tax Department had in-
formation (C. AG/Internal D. 1. Inspection, Surveys lnter-departmental 
information • 

6833 

12 

388 

Nil 

66. Asked whether it was a fact that floating Of voluntary dis-
cloure schemes had resulted in creating a class of tax evaders in 
the country, the representative of the Department of Revenue said 
in evidence: 
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'"We have conducted a ~st check and you are 100 per cent 
correct; we found that a large number of people had 
availed themselves of both the 1965 scheme and the 1975 
, scheme ...... I would' like to make two: submissions in 
this connections. Lt is not as if tax evasion is confined 
to this country alone. As long as business is conducted, 
people do conceal and they may be caught sometimes. 
It is for the Government to decide whether they should 
be covered by the voluntary disclosure scheme or not, but 
it is true that people are prone to conceal whenever the"y 
can. If such a Disclosure Scheme is available to them, 
who would m1sI it!' 

8'7. The Committee wanted to know that if, as admitted by the 
Department there were persons who had been availing themselves 
of the benefits of one Voluntary Disclosure Scheme after another 
but had not returned to the path of rectitude. 

Special checks had been prescribed for the checking of future 
assessments of such assessees. In reply, the Ministry of Finance 
(Deptt. of Revenue) have stated as under: 

(1) So far ae declarations under Sec. 14(1) are concerned, 
they entail regular assessments after scrutiny of the 
declarations and also the materials seized during the 
search of the assessee's premises under section 132 of the 
Income tax Act There has been no need for any specific 
instructions in regard to tnese cases, in which the law 
takes its own course and the declarations have merely 
facilitated speedy assessment. 

(2) As regards declarations under section 3(1), copies of 
declarations involving income exceeding Rs. 50,000/-
have been made available to the officers deaUng with or 
havong jurisdiction over the income tax or wealth tax 
assessments of the declarants. The Income-tax officers 
concerned have been asked to ensure that thOSe who are 
not existing assessees are brought on the Lncoml!-tax 
registers and that the cUlTent market value of the assets 
disclosed by the declarants are duly taken into considera-
tion in their wealth tax assessments for 1976-77 and the 
~ se ent years (Board's F. No. 283/63/76-IT (Inv) 
dated 25.6.77). It is proposed to adopt the same procedure 
in respect of the declarations where income involved is 
below Rs. 50,000/-after adequate attention has been given 



10 the compuatively bigger cases where the ineome de· 
clared exceedl RI.60,OOOj •. 

(3) All important ·declarations under section 3(1) as well as 
15(1) were subjected to internal audit I(:l'utiny in 1977-78-
(F.No. Audit- 9/77.78IDIT, dated 20-&-77, addressed to all 
Cs. 1. T. by D. I Income tax) ,. iollctwed by Board's F.~ No. 
iUj5/78-II (Inv) dated -~7~ addressed to all Cs. I.T .. 
Copies of the Report of Dol. (D.T.& A) have already been 
submitted to the PAC. 

(4) Clariftcations/instructions; have bcteJ,l! issu.ecf from time to 
time pointing out that the income' tax authorities are not 
debarred from enquiring into the sources of n~ inv-
ested or disclosed under section 15~ 1). and that acceptanee 
of a disclosure' made by declarants· under sec; 3(1) did 
nOt preclude appropriate action against any other par.iy 
if it is found that the declarant has merely lent his name-
to the party for his income and/or asse.ts. 

F. Faulty comPUtatioD. of d'lse1Oled: wealth. 

68. The total amount of wealth disclosed under the 1975 Scheme 
was Rs. 841.72 crores. Audit paragraph has pointed out that 
this figure cannot be taken as the actual net wealth because a 
test check made by Audit of the declarations filed in some of the 
. Commissioners Charges had revealed that "in returning the amount 
'of net wealth declared the amount disclosed in a declaration against 
different assessment years was multiplied by the number of asse~ 
ment years." 

69. The Committee desired  to know if Rs. 84t.72 crores of wealth 
disclosed under the 1975 Scheme represented actual adcUtion to cou-
ntry's economy or it was merely a total of the same assets declared 
for various assessment years. The representative of the Department 
of Revenue during evidence clarified: 

C'What the Commissioners were required to do was to total up 
the declarations under Section 15 (1) -that is, indicate the 
total wealth declared by them for the different years and 
the tax thereon. They were not required to find out what 
actually was the wealth declared in the last assessment 
which was covered by the disclosUI'e. They were not re-
quired tc.i find out what was the gain to the economy in the-
form 01 net wealth. . .. Our instructions were not defec-
tive but we did not go into the implications of this statisti:-
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cal ltatemeJlt at that time. This pomt bas been raised in 
the Auditor General's report and as. result thereof we 
have got a sample study oondueted. We merely took the 
total of the wealth declared in the last assessment in one 
or two Clurges and it was found it varied from 113 to 114 
of the wealth shown in the statistical repons collected dur-
mg the period when the d1sclosUft! scheme was In force .... 
You are right to th1a extent that the actual addiUon to 
economy or net wealth is not Rs. 841 crores but it may be 
of the order of Rs. 200 crores." 

70. Asked what was the motive behind inflation of fisures in this 
manner, the witness said: 

"There was no intention to misdirect or misinform. It was 
just an ordinary, statistical method. We could have proper-
ly calculated the Det wealth that surfaced. We have not 
done so, so far; we are sorry if that has led to a wrong 
impression. " 

G. Incorrect AcceptaDce of DeclaratioDs 

71. Section 3(1) of the Voluntary Disclosure of Income and 
Wealth Ordinance, 1975 stipulated that: 

"Subject to the provisions of this Ordinance, where any per-
son makes, on or after the date of commencement of this 
Ordinance but before the 1st day of January 1976, a 
declaration in accordance with the provisiOns of section 
4 in respect of any income chargeable to tax under the 
Indian Income-tax Act, 1922 or the Income-tax Act for 
any assessment year-

(8) for which he has failed to furnish a return Wlder sec-
tion 139 of the Income-tax Act, or 

(b) which he has failed to disclose in a return of income 
furnished by him under the Income-tax Act before the 
date of commencement of this Ordinance, or 

(c) which has escaped assessment by reason of the omission 
or failure on the part of such person to make a return 
unde!' either of the said Acts or to disclose fully and 
truly all material facts necessary for his assessment or 
otherwise, 

then, notwithstanding anything contained in the said Acts or 
in any Finance Act, Income-tax shall be charged in res-
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pect of the income so declared (such income hereinafter 
referred to as the voluntarily disclosed income) at the 
rate or rates specified in the Schedule to this Ordinance." 

72. Audit paragraph has enumerated instances where declarations 
which were in respect of income/wealth already known to the De-
partment were accepted by Income-tax authorities. These cases 
broadly fall into the follOwing categories:' 

(i) cases where declaration were made by assessees on whom 
notices for reopening of assessments had already been 
served; 

(ii) cases where declarations were made by assessees whose 
assessments had already been completed; 

(ill) cases where declarations were made by assessees whose 
assessments were set aside for further enquiries; 

(Iv) cases where declarations were made by assessees who 
were covered. by searches and seizure operations. 

(i) De:laratiom mode by assesS'ees on whom notices for reopening ~ 
assessment had already been served. 

73. Audit paragraph, states that in the case of a registered firm 
in Tamil Nadu, even though the I.T.O. had issued notices to the 
assessee under Section 148 of the Act on 15-11-1975 and 17-11-1975 
and the notices had been received by the firm on 22-11-1975, a dec-
laration filed by the firm on 29-12-1975 disclosing a concealed in-
come of Rs. 20.68 lakhs was accepted. If the amount of concealed 
income were included in the total income for the assessment years 
1971-72 to 1974-75, an additional tax of Rs. 12.82 lakhs would have 
been recoverable besides penal interest and penalty for concealment. 

'14. The Ministry of Finance (Department of Revenue) have in 
their letter dated 3-6-1978 to Audit explained: 

"As the notices under Section 148 for the assessment years 
1973-74 and 1974-75 were served on the assessee firm after 
the commencement of the Scheme, it could make declara-
tions under Section 3 (1) for these assessment years. The 
sum of Rs. 20,68,700/- represents the under-valuation of 
stocks for the assessment years 1971-72 to 1975-76: For 
the assessment years 1972-73 to 1974-75, the under valua-
tion was only Rs. 9,54,600/-." 
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'(11) Declarations made by assessees whose as.sessments had already 
been completed. 

75. Audit paragraph has also reported another case in Tamil 
Narlu, where the assessment completed by the Income-tax Officer 
for the assessment year 1972-73 on 29-3-1975 after making addition 
of Rs. 7.11 lakhs to the returned income of Rs. 28,430 was upheld 
by the Appellate Assistant Commissioner on 27-8-1975 but, on a 
further appeal by the assessee the same was set aside by the Tribunal 
on ::9-12-1975 on the ground that the assessee's authorised represen-
tative had stated that the assessee proposed to have the matter set-
tled out of court and the departmental representative had not objected 
to the assessment being set aside. Instead of settling the matter 
outside the court, the Department accepted declat"ation filed by the 
assessee on 31-12-1975 under the Voluntary Disclosure Scheme 1975, 
disclosing a concealed income of Rs: 19 lakhs including an entire 
amount of Rs. 7.11 lakhs which been the subject of appeal. If the 
sum of Rs. 7.11 lakhs were charged to tax in the normal course as 
originally done, an additional tax of Rs. 4.72 lakhs would be recover-
able besides minimum penalty of Rs. 7.75 lakhs. 

76. In their reply to Audit on this case, the Ministry of Finance 
(Department of Revenue) have stated as under: 

"The dispute before the A.A.C. and the Tribunal was regard-
ing the capital gains estimated by the Income-tax Office!"' 
from the sale of land in June 1971. The Departmental 
representative, does not ordinarily object to the Tribunal's 
setting aside an assessment because general such an order 
does not prejudice the interest of t"evenue." 

77. As regards the question of penalty, the reply of the Ministry 
says: 

"The proceedings initiated by the Income-tax Officer under 
Section 271(I)(c) were dropped by the lAC on 19-12-1975 
on legal advice before the Tribunal set aside the assess-
ment on 29-12-1975." 

(iii) Declarations made by assessees whose assessment were set aside 
for further enquiries. 

78. Audit paragraph has reported a case in Tamil Nadu, where 
7 assessees of a certain group had in their returns of income fOr 
assessment years 1971-72 and) 1972-73 involving 12 assessments, 
claimed exemption from tax for large amounts aggregating 
RI. 32,52,010, stated have been won in Jackpots. After detailed 
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enquiries, the Income-tax Ofticer had come to the conclusion that tlw 
claims were not genuine and the assessees had utilised their un-
accounted money for purchasing tickets from persons who had WOIl 
in horse races, after the result had been announced. In respect of 
10 8SleSsments, he, therefore assessed the alleged race winnings as 
unexplained income of the assessees; the remaining 2 assessments 
reopened income assessment. On appeal, the A.A.C. deleted the 
addition of Rs. 439 lakhs in two assessments on 30-1-1975, and set 
alide the other 8 usessments on 19-12-1975 for further enquiries. All 
the 7 aBsessee, made disclosures under the Scheme on 24-12-1975 
declaring a total concealed income of Rs. 166.90 lakhs. The disclosed 
income included an amount of Rs. 25,24,257 which had earlier been 
claimed to be jackpot winnings. The disclosures were accepted by 
the Department. Had the assessment been made in the normal course 
in this case, it would have attracted an additional tax of Rs. 22.77 
lakhs apart from a minimum penalty of Rs. 25.24 lakhs for conceal-
ment of income. 

79. In connection with this case, the Ministry of Finance (De-
partment of Revenue) have informed Audit: 

"The Appellate Assistant Commissioner was notsatistied about 
the adequacy of the materials on the basis of which the 
Income-tax Officer had subjected the alleged race win-
nings to. tax in eight assessments which he set aside for 
further enquiries. Additions on this account in the other 
two assessments were deleted on the ground that the 
orders in question were not speaking orders. The asses-
sees took advantage of the Voluntary Disclosure Scheme 
and declared the disputed income in term of Section 3 (1)." 

(iv) Declarations made by asses sees who were covered by searches 
and seiu.re operation. 

80. The Audit paragraph has revealed a case in Madhya Pradesh, 
where cash amounting to Rs. 4.07 lakhs was seized in February 1974 
during the course a searches in the premises of an assessee. While 
passing (Ma'l'Ch 1974) an order under Section 132(5) of the Income-
tax Act, 19tJl, the Income-tax Officer determined the income from 
undisclosed sources at Rs. 2.86 lakhs and the amount of tax payable 
thereon as Rs. 2.72 lakhs. After this, the assessee filed (March 1974) 
in pursuance of notice issued under Section 148 of the Act, ~ ised 

returns of income including therein the aforesaid undisclosed in-
come. Later, the assessee filed on 31-12-1975, declarations under the 
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Scheme, declaring the concealed income. These declarations were 
:accepted and the amount of tax payable was reduced frOm Rs. 2.72 
lakhs to Rs. 0.79 lakh. Incorrect acceptance of the decl8'l'ations 
resulted in tax of Rs. 1.92 lakhs, interest of Rs. 7,990 and penalty of 
·R.. 2.58 lakhs (total RI. 459 lakhs) being abandoned. 

81. The Ministry of Finance (Department of, Revenue) have fur-
nished the following reply with regard to this case: 

"The tax payable on RI. 2,86,958 being the undisclosed income 
estimated under Section 132(5) was Rs. 2,36,804 and not 
Rs. 2,72,180 as mentioned in the Audit para. The sum 
of Rs. 2,72,180 was the cash seized from one of the search-
ed premises." 

82. Explaining the manner in which undisclosed income is esU· 
·mated, the Ministry have stated: 

"In an order under Section 132(5), undisclosed income is esti-
mated in a summary mann~r. A regular assessment is 
farmed on detailed evaluation of the facts are ci'rcuml-
tances of the case and often results in varying the quan-
tum of the undisclosed income and the year of its assess-
ment." 

83. As pointed out in the Audit paragraphs, the declarations in 
-this case were outside the scope of the Scheme and could not have 
been accepted, because the declared amount had already been in-
cluded in the 'returns of income filed long before the commencement 
of the Scheme. The Ministry of Finance have intimated. that "the 
case is being further examined." 

84. Admitting during evidence that a large number of persons 
-whose premises were searched and seizures made had escaped 
punishment by taking advantage of 1975 Voluntary DisclosU!'e 
Scheme, the representative of the Department of Revenue said: 

"Unlike the previous provisiOns of disclosure schemes of 1965 
and 1952, the scheme of 1975 covered cases in which 
searches and seizures had been effected, but it was not 
confined to such cases only. There were a 18'l'ge number 
of people, about 240,000 in whose cases no seizures had 
been effected, who came forward with disclosures. It ts 
true that about 4,480 people, in whose premises searches 
had been conducted and seizures were made, also came 
forwanl because the scheme made a special provision for 
covering such cases. but people who had not disclosed 
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their income or property and whose premises had not 
been searched were also covered by the scheme." 

85. The Committee wanted to know if it was a fact that thougb 
the Voluntary Disclosure Scheme of 1975 embraced the period 8-10-
1975 to 31-12-1975, cases of searches and seizures relating to earlier 
years were also included in the Scheme. The witness said in reply: 

"Disclosures could be of two types-disclosure of income 
which was not within the knowledge of the Department 
and voluntary disclosure of such income where searches 
had been conducted. It may be even 1939-40. There was 
no limit at all." 

86. The Committee pointed out that if a person gave out detai1& 
of his income and wealth of which Government had already become 
aware during the cou'rse of a search and seizure operation, he can,. 
by no stretch of imagination, be said to have made a disclosure and 
that too a voluntary one. The Committee, therefore, enquired who. 
was responsible for the decision to include even such cases under 
the 1975 Voluntary Disclosu're Scheme. The representative of the 
Department of Revenue revealed in evidence: 

"I very sincerely and truthfully submit that the father of the 
idea is not available from the records. I can only say 
that we found a foundling at our door." 

87. The. witness denied that the afO'1'esaid decision was taken at 
the official level. The Committee enquired that if the decision was 
not taken at official level at aU, was it not something really serious. 
In reply, the witness stated: 

"1 would only submit that this is a very serious matter. If 
Yi>U want me to find out which Minister exactly initiated 
the idea, you must give me some time. We will find out 
and submit a note to you ............. We will try t() 
clarify to the extent we can from our records. It was 
a sort of an amnesty before a blitzkreig." 

88. The Committee pointed out that unlike the previous Voluntary 
Disclosure Scheme of 1951 and 1965, the scheme introduced in 1975 
covered even the cases where sea'l'ches and seizures had already 
been conducted by the Department. The Committee wanted tOo 
knoVl if the declarations made in such cases could, strictly speaking, 
be regarded. sa 'voluntary disclosure' inasmuch as the iofonnation 
had already been obtained by the Department as a 'result of search 
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conducted by it. In a note furnished after evidence, the Ministry 
of Finance (Department of Revenue) have stated as under: 

"The 1951 Voluntary Disclosure Scheme covered voluntary 
or quasi-voluntary disclosures made before 31 August 
1951. The assessees who made such disclosures were 
allowed immunity from prosecution. In imposing any 
penalties under the Income-tax Act for concealment, etc. 
the Department took into account all the mitigating cir· 
cumstances such as fullness, correctness, and speed of 
disclosure and the extent of cooperation received from the 
assessee in completing the assessments or re-assessments 
consequent upon the Voluntary Disclosure Scheme. 
There was no specific mention of search cases in this 
scheme and all Voluntary Disclosures and Quasi-voluntary 
disclosures were covered subject to the immunities and 
concessions announced as mentioned above. 

There was no bar under the Voluntary Disclosure Scheme 
u/s 68 of the Finance Act, 1965 for disclosures by persons 
whose premises were searched. It was explained in the 
Press Note dated 4th March 1965 that the scheme would 
also cover all incomes regarding which investigations by 
the Income,-tax Department were in progress or in 'res-
pect of which searches or seizures had been made, but 
the assessment or re-assessment had not been completed 
before the date declaration of the undisclosed income. 

The scheme under the Finance (No.2) Act, 1965 did not apply 
to income which had been detected or which was deemed 
to have been detected by the Income-tax Officer before the-
date of filing of the declaration, on the basis of any infor-
mation, statement, document or material which was (a) 
in the knowledge or possession of the Income-tax Officer 
beJore the date of the declaration, or (b) in the knowledge 
O'l' possession of any other officer of the Government be-
fore the date of the declaration and which had come to 
the knowledge or possession of the Income-tax Officer' 
within 15 days of t ~ date of declaration. For this pur-
pose, any books of account or assets seized before the 
date of declaration in the course, of a search O'l' seizure 
made under any other law by any other authority such 
as the Customs or the Directorate of Enforcement was' 
also to be taken into account. Income would be deemed to-
have been detected by the Income-tax Officer if on the basis: 
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the statement, information, document or materiaa refer-
red to above the income in que.tion could be mown to 
exist or its existence was considered so probable that a 
prudent man ought under the circumstances of the parti-
cular case to act on the supposition that it existed.. 

The object of these provisioIll was to ensure that the benefits 
under this scheme w8!-e available only in respect of in-
come which had been disclosed by the declarant under the 
scheme voluntarily and not in consequence of the detection 
of the income. This scheme did not entirely shut out the 
search cases but only excluded such of thOle cases where 
income had been detected or could be deemed. to have 
been detected by the Income-tax Officer before the date 
of filing of the declaration. 

Under the 1975 Voluntary Disclosure Scheme, declaration 
could be made u/s 14(1) of 'The Voluntary Disclosure of 
Income and Wealth Act, 1\)76' where any books of 
accounts, other documents, money, bullion, jewellery or 
other valuable articles or things belonging to a person 
had been seized as a result of a search u 1 s 132 of the In-
come-tax Act O!' Section 37A of the Wealth-tax Act, and 
such person made on or after the date of commencement 
of the Act but before 1 January 1976, a declaration in 
respect of any income relating to the previous year in 
which such search was made or any elft"lier year. The 
tax applicable on the disclosed income was that of the 
year for which the incomes so declared related. There 
was no concession in the tax that was payable on the 
income disclOSed u/s 14(1) of the Voluntary Disclosure 
Act. The immunities related to the payment of interest 
u/s 139, 215 or 217 of the Income-tax, Act, 1961 or the 
corresponding sections of the Income-tax Act, 1922 and 
penalties except penalty u/s 221 of the Income-tax Act, 
1961 or the corresponding sections of the 1922 Act and 
prosecution. " 

89. In another note furnished after evidence, the Ministry of 
flnance have intimated: 

"The first Volunt8!"y Disclosure Scheme of 1965, which wu 
incorporated in Section 68 of the Finance Act, 1985, ex-
tended to cases in which concealment had already been 
detected. Concessions that were made available undeir 
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the Voluntary Disclosure Scheme, 1975, to cue. in which 
searches and seizures had been made were not, therefore, 
novel. The following is the sequence of events culmina-
ting in the Disclosure Scheme, 1975, including the con-
cessions in question. 

On 8-8-1975, the then Prime Minister desired that steps should 
be taken to put black money secreted by tax evaders and 
others to better use in the. oVe!"all interest. The then 
Fillance Minister set up a group of officials accordingly 
to look into this matter and report, in.ter alia, an the desir-
ability of having a Scheme for Voluntary Disclosure of 
concealed income/wealth, and the; concessions, if any, 
that should be given under the Scheme. ,The Group 'WaI 
alao asked to advise what classes of a.seasees should be 
brought within the ambit of the, Scheme and whether 
persons against whom proceedings had been initiated or 
were about to be initiated for alleged infringement of the 
tax laws, should be allOWed the benefit. of the Scheme. 
The !"eport of the Group was duly considered and a <fe. 
cision to introduce a Voluntary Disclosure Scheme was 
eventually taken by the Cabinet, leading to the promulga-
tion, by the President, of the Voluntary Disclosure of 
Income and Wealth Ordinance, 1975 on 8-10-1915." 

90. The Committee desired to know whether there have been any 
-eases where assessees were allowed to pay in instalments the tax 
due from them even though cash had been seized during the _reh 
-of their premises. 'nle representative of the Department of Re-
venue said in evidence: 

"Frankly, I am not aware of any individual C8see, but if any 
case comes to our notice we will call for a clarification ... 
The officer concerned owes an explanation. One cannot 
imagine .... It is untenable. We shall certainly send, a 
report." 

91. In a note furnished after evidence, the Department of Re-
venue have intimated that all the Commissioners' Charges except 
the Charges at Bombay, Bangalore-I and Delhi-IV have .ent 'NU' 
Reports. The reports received from these three Charge., however, 
show that: 

(1) in the case of C.r.T., Bangalore-I, seized cash retained as 
per order uls 132(5), were released by him in 5 cas. 011 
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the assessees furnishing suitable bank guarantees in 
accordance with the second provisO' to Section 135 (5). 

(2) C.I.T. Delhi IV has reported that in Mis Ram Chander 
Krishan Chander group of cases, instalments were ran~ 

ted to the declarants on the basis of their request although 
seized cash amounting to Rs. 11,36,250 was lying with the-
Department. 

92. The Committee have been informed in thia connection that-
the Board had issued a clarification vide para 2 (xi) of circular No. 
181 dated 25-10-1975 that in a case of the type mentioned above, 
adjustment of seized cash retained ujs 132(5) may be made against 
the tax chargeable in respect of the declaration uls. 14(1) ~  the 
Voluntary Disclosure of Income and Wealth Act, 1975 to the extent 
the declared income corresponds to the undisclosed income estimated 
earlier uls. 132 (5) and the declarant makes a specific request in this 
behalf. On the facts and the circumstances of the case, the Board 
had agreed with the Commissioner that no action was called for 
against the officers since the declarants had not made any request for 
adjustment by the assessee as per second proviso to section 132 (5). 
Subsequently regular assessments were completed in March 1978 and 
all the taxes have been paid by the firm 'in March 1978. Rs. 100,OOG 
has been forwarded to CIT, AP-I as the amount related to the assessee-
coming in his jurisdiction. 

H. Payment of tax on Disclosed Income 

93. Clauses (1) and (2) of section 5 of the Voluntary Disclosure-
of Income and Wealth Ordinance, 1975 had provided that: 

(1) "Subject to the provisions of sub-section (2), the income-
tax payable under this Ordinance in respect of the vol-
untarily disclosed income shall be paid by the declarant 
before making the declaration and the declaration shall' 
be accO'lllpanied by proof of payment of such tax, 

(2) IIf the Commissioner is satisfied, on an application made' 
in this behalf by the declarant, that the declarant t9 un-
able for good and sufficient reasons, to pay the full 
amo~nt of income-tax in respect of the voluntarily discloS'-
ed income in accordance With sub-section (1). he may 
extend the time for payment of the amount which remains 
unpaid or allow payment thereof by instalments if. the' 
declarant furnishes adequate security for the payment 
thereof; so, however, that an amount which is not less-
than one-half of the amount of income-tax payable in 
respect of the voluntarily disclosed income shall be paid OJl. 
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be paid on or before .the 31st day ot March, 1976 and the 
remainder, if any, on or before. the 31st day of March, 
1977." 

94:. It was, however, noticed' during the test check made by 
Audit that in a large number of cases, almost 80 per cent of the 

-cases seen in Bombay for instance, there was no evidence on record 
.of 50 per cent of tax having been paid by 31-3-1976. 

95. Referring to the aforesaid observation of Audit, the represen-
-tative of the Department of Revenue said in evidence: 

"I have received a telex (dated 22-;6-1978) from the Commis-
sioner of Income-tax Bombay. The total number of 
declarations according to him under Section 3 (1) is 
47,443 and the total number of cases in which 50% of the 
tax 'was paid by 31-3-1976 is 43,076 ......... . 

The unfortunate mistake of the Department wag that the 
registers had not been posted. properly when the audit 
went for check. The audit are never wrong. But unfor-
tunately the postings had not been completed They 
themselves have pointed out this. We are aware of this." 

96. The Telex No. 197 dated 22-6-1968 from the Commissioner 
'1>t Income-tax Bombay City I, Bombay, to the Central Board of 
'Direct Taxes had reported the following information: 
--------- ------ ---_._-------

Sec. 3(1) Sec. l.i(l) Sec.IS(I) 

~---------------------. , '!'otal No. ofDec1arations . 

Total No. of Dec1arations in which 50% of the tax was 
paid by 31-3-1976 . 

• 47.443 

494 

97. It will be seen that the figures given in the Audit paragraph 
.and those reported in his telex message are different. The Commis-
'Sioner of Income-tax, Bombay City I is stated to have furnished 
1!he following clarification to the Department in this regard: 

"I understand that when the Revenue Audit had taken up 
the audit of the Voluntary Disclo9Ure folders sometime 
early in 1977-78, many items of work relating to these 
cases had fallen in arrears on account of paucity of staff 
and filing of large number of relevant challans in the 
respective folders was one of these items of work. It was 
in these circumstances that the C&AG probably happened 

to make the observations as in para 47.3 (iii) of his report 
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for 197&-77. However later on, these pending itema of 
work were attended to and mo:tt of the challans were 
filed in the respective folders. In lOme cases where pay-
ment of tax was made but challalli were not received in 
the Commissioner's omce, photo9tat copies thereof were 
obtained and placed in the folden as evidence of payment. 

The figure of 43076 cases in which 5()% of tax was paid by 
31-3-76 was ascertained from these folders and reported 
in my telex No. 197 on 22-6-78. I am enclosing a copy 
of thi's telex. The figures reported therein may in the 
circumstances be taken as correct." 

96. Asked whether delays in po9ting of challana in Departmental 
Begiaters did not result in avoidable harassment and give rise to-
corruption the Department of Revenue have, in a note, stated: 

'~e the Board agree that delays in posting of challans in 
departmental registers result In avoidable harassment to 
assessees, they do not necessarily gWen rise to corruption 
in all cases. In order to avoid harassment to the tax-
payers instructions have been issued to lower formations 
from time to time that the challans received by the depart-
ment should be entered in the Daily Collection Register 
and the Demand and Collection Register and be placed 
in the respective files immediately thereafter. \In Board's 
latest instruction issued vide F. No. 385156178-11 (B), dated 
21 June 1978 the following procedure has been prescribed 
to deal with cases where claims for prepaid taxes have 
not been given: 

(a) All cases where credit for prepaid taxes has not been 
given should be identified. 

(b) The claims made by the assessees in reply to aid-sheets 
or otherwise shQuld be entered in a separate part of a 
Register of Rectification Applications. 

(c) The particulars of cases where the amount of prepaid 
taxes shown in the return of income is higher than the 
amount of tax verified at the time of regular assessment 
should also be entered in the Rectification Register. 

(b) The claims made by the asses sees in reply to 'aid-sheets 
of the register at least once in a month and record his; 
comments wherever necessary. 
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(e> The follow-up action for giving credit tor prepaid taxes· 
(whether in respect of current demand or arrear dem-
and) is to be promptly tHeft. 

(f) Unfiled challans, if any, are required to be traced out 
and placed in the respective files with the help of 
special squads, if necessary, after making requisite 
entriel in the Demand and Collection Register. 

Caset of malafides involved in the delays in the posting of 
challans, whenever they come to the notice of the depart-
ment areiRvestigated and RUtal;»e' aetiDu:tailen wherever 
0 Ni~ DeCeEUy."·" 

99. The Committee have also ken '1nfMIb_ :~ "l'Idtethat in their 
instruction No. 1174 dated 16-5-1978 the Central Board of Direct Taxes 
had urged the Commissioners of Income-tax to ensure that challan 
counterloils for the payments made upto March 1978 were entered 
in t~ Demand and Collection Regiilters'by30th :Jt.me", 1978. " 

100. The Committee desired. to know why the time limit of 
31-3-1976 for payment of 50 per cent of the income-tax or, as the case 
may be, wealth-tax payable on the basis of the declaration UDder 
the Voluntary Disclosure Scheme of 1975 was extended by Govern-
ment to 31-12-1977. In reply. the Ministry of Finance (Department 
of Revenue) have explained.; 

"It was represented that, in many cases, the failure to pay 
50% of tax by 31-3-76 or to make investment in Govern-
ment securities within 30 days of the date of declaration 
was attributable to various factors beyond the control of 
the declarants, e.g., the trade depression, funds being tied 
up in unremunerative assets,  dicffiulties in realising ad-
vances due to State Moratorium Acts, tight credit control 
etc. 

As the denial of the benefits provided by the Voluntary Dis-
closure of !Income and Wealth Act, 1976 would  have 
resulted in hardship in such cases, it was decided that 
necessary provisions might be made by amendment of 
Sections 14 and Hi of the Act to secure immunity from 
penalty, prosecution, etc. to person who had made dec-
larations under Sections 14 or 15 of the said Act in cases 
where the tax due and, where required, the investment 
in notified securities is made by 31-12-1977. Persons who 
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had failed to pay the tax as due in time were also requir-
ed to pay interest at the rate of 12% per annum on the 
unpa14 amount from. the date on which such· tax was due 
to the date Df actual payment." 

T. Non-investment of de lar·~ income in Government Securities. 

_ 101. Sub-clause (3) of Section 3 of the VDluntary DisclDsure of 
.Income and Wealth Ordinance, 1975 had stipulated that: 

"In additiDn to the amount Df, incDme-tax to' be paid under 
sub-lection (1), the declarant shall invest a sum equal to 
five per cent of the amount of the voluntarily disclosed 
incDme in such securities as the Central Government may 
DOtIf1I11 t1:iII tiehalf In the Ofticial Gazette." 

102. Sub-sectiDn (4) Df SectiO'n 5 laid dO'wn that: 

"The Investment In the securities referred to' in sub-sectiO'n 
(3) of SectiDn 3 shall be made by the declarant within 
thirty days frDm the date Dn which the declaratiO'n is 
made by him under sub-sectiDn (1) Df that Section." 

103. Section 7 of the Ordinance states:-

"(1) If the declarant fails to' pay the income-tax in respect 
O'f the voluntarily disclosed income within the time allowed 
under sub-section (2) of section 5 or to' invest the amount 
required to' be invested in the securities referred to' in 
sub-section (3) of section 3 within the time specified in 
sub-section (4) of section 5 the declarant shall be deemed 
to' be in default. 

(2) The prO'visions cO'ntained in sections 221 to' 227, 229, 231 
and 232 Df the IncO'me-tax Act and the SecO'nd and Third 
Schedules to' that Act and any rules made there under 
shall sO' far as may be, apply as if the said prO'visions were 
provisiO'ns O'f this Ordinance and referred to income-tax 
and sums payable by way of penalty and interest under 
this Ordinance instead Df to' tax and sums by way O'f 
penalty and interest payable under that Act and to the 
declarant instead O'f to the assessee. 

(3) Any arrears in respect of the amount required to be 
invested by the declarant in the securities referred to' in 
sub-section (3) of section 3 shall be recoverable in accor-
dance with the provisions of sub-sectiO'n (2) as if such 
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arrears were arrears of income-tax and the amount so 
. recovered shall be utilised for the purehaae of such 
securities in the name of the declarant." 

104. Circular No. 180 (19) J75-TPL, dated 15-10-1975 issued by 
the Central Board of Direct Taxes made it clear that:-

"The investment in notified Government securities wilJ have 
to be made in all cases within 30 days from the date ot 
making the declaration and no relaxation in this behalt 
will be permitted:' 

105. Section 8 of the Ordinance which made it clear that ,the 
amount o'f the Voluntary disclosed income shall not be included 
in the total income of the declarant is reproduced below:-

"8. (1) The amount of the voluntarily disclosed income shall 
not be included in the total income of the declarant for 
any assessment year under the Indian Income-tax Act, 
1922 or the Income-tax Act Excess Profit Tax Act, 1940 
or the Business Profits Tax Act, 1947, or the Super Pro-
fits Tax Act, 1963 or the Companies (Profits) Surtax Act, 
1964, 

(i) the declarant credits such amount in the books of 
account, if any, maintained by him for any source of 
income or in any other record and intimates the credit 
so made to the Income-tax Officer; 

(ii) the income-tax in respect of the voluntarily disclosed 
income is paid by the declarant; and 

<iii) the amount required to be invested in the securities re-
ferred to in sub-section (3) of section 3 is so invested by 
the declarant. 

(2) The Commissioner shall, on an application by the declarant 
grant a certificate to him setting forth the particulars of 
the voluntarily disclosed income, the amount of income-
tax paid in respect of the same, the amount of investment 
made in the securities referred to in suh-section (3) of 
section 3 and the date of payment and investment." 

106. SectiO'll 13 exempted assets aequired out of income declar-
ed under sub-section (1) of section 3 from Wealth-tax if 
the conditions specified in sub-section (1) of Section 8 
·were fulftlled by the declarant. 
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107. In his unstarred Question No. 1092. dated 23.1-1976. Shri 
Hukam Chand Kachwai M.P. had wanted to know: 

(a) the number of Government Bonds 1985, purchased by 
the people who disclosed their income and wealth under 
Voluntary Disclosure Scheme; and 

(b) the amount of interest to be paid by the Reserve Bank 
of India upto 1985 on the bonds purchased by them. 

108. The Deputy Minister in the Ministry of Finance gave the fol-
lo~  tnformation in reply: 

"(a) In pursuance of Section 3 (3) of the Voluntary Disclowre 
of Income and Wealth Ordinance 1975,5-314 per cent Bonds 
1985 were notified by Government for purposes of invest-
ments by declarants. Under section 5 (4) of the said Ordi-
nance investment in these Bonds is to be made by a declar-
ant within 30 days from the date on which declaration is 
made. 

1,00,251 applications aggregating Rs. 15 58 crores have been 
tendered at the receiving offices for investment in the Bonds 
upto 15th January, 1976. 

(b) The Bonds bear interest at 5-314 per cent per annum from 
the date of investment until their maturity on 20-10-1985." 

109. In their circular instruction No. 919, dated 10th February, 
19176, the Central Board' of Direct Taxes, however, issued a clarifi-
cation to the Commissioners that investment in approved Govern-
ment securities. after the lapse of 30 days from the date of declaration 
andlor payment of tax beyond the time allowed by the Commissioner 
will not invalidate the declaration. 

110. During evidence the representative of the Department Furni-
shed the following figures about cases where 5 per cent of declared 
income was not invested in securities within 30 days of the date of 
declaration: 

"I am sorry, I shall be causing you avoidable annoyance when 
I say that these figures were subsequently checked up and 
they require further rectification. The exact position as 
verified by our offices in Madras and reported to us fifteen 
days back is this. I had sent a team of officers for this 
purpose. There were 152 such cases including 140 in Tamil 
Nadu, 5 in Kanpur, 4 in Allahabad and 3 in Meerut." 
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111. The Committee wanted to know if it was a faet that declara-
tion of e~sons who failed to invest the securities within the stipulat-
ed statutory llinit of 30 days were accepted by the Department entitl-
ing them to benefits under the Vol'Wltary Disclosure Scheme. In 
reply, 'the witness said: 

"We have been advised that the date of payment or date ot 
purchase ot securities has no relevance to the acceptance 
of the disclosure." 

112. The witness admitted that sometime back certUicates under 
Section 8 of the Act were refused by the Commissioners in certain 
cases on the ground that tax was not paid in time or income declared 
was not invested in securities within 30 days of the date of declara-
tion and added: 

"You may kindly permit me to point out that this instruction 
was given on 10 February ,19'76. 

A question was put by some Commissioners: if the investment 
was made in approved government securi'ties after the 
lapse of 30 days from the date of declaration or the pay-
ment of tax was made beyond the time' allowed, would 
it invalidate it or not? The answer given as: No. It 
would not be perfectly valid." 

113. Explaining 1lhe relevant provisions in the Voluntary Dis-
closures Act, the witness said: 

"Unfortunately either the Act itself.... has left a lacuna, or 
this is the deliberate intention and deliberate decision of 
the legislat.ure. A distinction is made between declara-
tions under Section 3(1) and declarations under Sections 
14(1) and 15.(1). If a payment is not made by 31 Decem-
ber, 1977 and the complete requirements are not fulftlled, 
the assessee is not entitled to the original concessions. 
But, in regard tQ Section 3(1) no such prohibition and, no 
such specific provision exists." 

114. In a note furnished after evidence, the Ministry of Finance 
(Department of Revenue) have sought to defend their action to 
acce¢". declaratibns even in cases where investmenll in approved 
Government securities was made after the statutory limit of 30 days 
from the date of declaration on the following grounds: 

"All the provisions set out above show that a declarant will 
be eligible for the immunities and benefits offered by the 
Voluntary Disclosure Scheme only when he discharges 
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his tax liability and also makest the notifted investment. 
While Section 7 lays down the modes of recovery to which 
the Income-tax authorities may resort in the event of 
the declarant's default, there is no provision in the Act 
invalidating the declaration made by the declarant merely 
on the ground elf any delay on his part. 

On the contrary, the fact that Income-tax authorities are al-
lowed to avail of the recovery processes for realising the 
taxes due from the declarant and also ~e amount re-
quired to be invested by him leads to the conclusion that 
the recovery processes do not make the declaration void. 
A reasonable interpretation appears to be that the recovery 
processes imply that the declaratic.'n in question is valid 
and the declarant will not be precluded from availing of 
the benefits 1 immunities of the Scheme as soon as the 
conditions pres::ribed in Sub-section (1) of Section 8 have 
been met either through voluntary payments/investments 
or through enforcement by the Income-tax authorities. 
A declarant can legitimately content that the recourse to 
recovery processes would not be tenable if the declaration 
is void since in that case, no amounts would be due from 
him under the Scheme. It would be improper to invoke 
Section 7, if there is no undischarged statutory liability; 
and once the machinery of Section 7 is set in motion it 
wc1uld be inconsistent to hold that the declaration has 
become vitiated by the declarant's subsequent omissions 
or delays or that any benefit flowing from it has to per-
manently denied not withstanding the implementation of 
the conditions stipulated by Section 8(1) through Depart-
mental action under Section 7. Any other view will 
ren,der Section 7 otiose and it is an accepted principle of 
construction of a statute that only that interpretation is 
tenable which harmnises different provisions and which 
does no1: make any particular provision redundant. 

It was in the above understanding of the law that the C.B.D.T. 
issued Instruction No. 919 F. No. 28311175-11 (Inv.) dated 
10-2-76. This view of the Board has been confirmed on a 
later reference to the Ministry Qf Law." 

115. Referring to the answer gtven to Unstarred Question No. 
1092 in the Lok Sabha on 23rd January, 1976 and the instructions 
issued by the Board on 10-2-1976, the Dep8l'tment of Revenue have 
stated: 
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"There is no contradiction between the answer and the Instr. 
uction issued by the CBDT on 10-2-1976." 

116. The Deparment have als:> poillted out that the reference to 
thp. period within which the iavestment in the notified securities 
had to be made, viz. 30 days of the date of declaration was by way 
of clarification of the legal position. This would not justify the 
conclusion that a declaration not accompanied by the I"~ri ed in-
vestment within 30 days was nullified. The question put by Shri 
Kachwai did not caU for further elaboratiQ'n on the curative action 
for which Section 7 of the Act has provided." 

117. The Committee wanted to know when the statutory limit 
of 30 days had not been withdrawn or modified how far it was 
legal foI: the Board to issue clarific&tory instructions (;n 10-2-1976 
to the Commissioners that delay in payment would not invalidate 
the declaration. In reply, the Ministry of Finance (Department of 
Revenue) have, in a note, maintained that: 

"The instructions are in strict conformity with the law." 

118. Asked whether at the time of issue of instructions, the Board 
was aware of the answer given by the Deputy Finance Minister in 
Lok Sabhaon 23-1-1976 and if so, whether approval of the Finance 
MiniSter was obtained before issuing the afcresaid_instructions. The 
Ministry of Fblance (Department of Revenue) have intimated: 

"The instructions were issued by the Board. The Finance 
Minister's approval for the is~e of the instructions was 
not obtained as it was not oonsidered necessary." 

11.9. Since the question whether declaratioJ:ls made by assessees 
who invested their income after the expiry of gtatutory limit would 
.lItiU ~ ~ was apparently ,GDe of ~nter retation ·of law, the Com-
m.it~ @quired if the opinion of the Ministry d L~ ·was obtained 
by u.e Boar4 before ilsuing the instructions. In reply, the Ministry 
of F..i.na,nce (Department o£ .Revenue) have stated in a note: 

"The advice of the Ministry of Law is sought oo1y when there 
is any aoubt. It was not visualised dur.ing the relevant 
period that there w.as room f()l' a~  doubt ift. the matter. 
That was presumably why the Ministry .of Law were not 
co.nsulted earlier." 

l2O: However, the Board subsequently referred to .the Ministry 
of Law the case of a company which had not fully paid the amount 
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of tax by the last date, viz., 31-3-1977 but wanted that the prosecu-
tion and penalty proceedings launched against it should be dropped 
as it had already made a voluntary disclosure. The Madras Branch 
Secretariat of the Ministry of Law, Justice and Company Affairs, 
in its opinion dated lS-U-l977, held: 

"Under Section 8 of the Act, the benefit of exclusion of the 
disclosed income from the total income can be available 
only if all the three conditions specified therein are ful-
filled. We are only concerned here with the condition at 
item (ii) of sub-section (1) of, section 8, viz., Ithe Income 
tax in respect of the Voluntarily disclosed income is paid 
by the declarant'. A doubt expressed by the Department 
is whether it is necessary that the full amount should be 
paid by the prescribed date, 31-3-1977, in terms of 
section 8 in order that the company may seek the benefit 
under that section. No. .doubt, the condition at item 
(ii) requiring the payment of the income-tax does not 
refer to section 5 or the aforesaid date specified in sub-
section (2) of that section. In this context the Depart-
ment has broughf to my not;ce the provisions of section 
14 where in sub-section (5) it is specifically provided 
that the immunity provide,d under sub-section (1) shall 
not be available to the declarart.t unless the tax charge-
able is paid by the declarant in accordance with the pro-
visions of Section 5. Our definite view is that the wording 
df s ~e tion (5) of Section 14 is irrelevant and has noth-
ing to do with the question before us so far as Section 
8(1) (ii) is concerned. The two provisions are to be treated 
as independent of each other as in our view they. are not in 
pari'/'J'l4te'ria. In sub-section (5) of Section 14, the reference 
to the provisions of Section 5 was in the  context neces-
sary, while it cannot be said that the absence of the 
reiierence to the date specified in Section 5 (2), in Section 
8(1) (ii) would have the effect of wiping out the applica-
bility of the specification of the target date 31-3-77 regard-
ing the payment of tax on the disclosed incomes. In other 
words. Section 8(1) (ii) cannot be read in isolation to 
Section 5 (2) . which stipulates the target date. These two 
provisiOns are to be read together having regard to the 
doctrine of hannonious construction as otherwise the 
stipulation of the date in Section 5 (2) would be meaning-
less. 
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We are, therefore, to hold that in order to avail themselves of 
the benefit under Sectic.n 8 the declarant-assessee will 
necessarily have to complete the payments of the income-
tax by 31-3-'17. As they have not completed the payments 
the newly disclosed income will have to be included in 
the total income under Section 8. Their plea, therefore, 
that the prosecution and penalty proceedings should be 
dropped on this ground cannot be agreed to in this view 
of the matter. We may state in this context that in this 
case the prosecution has already been launched as arising 
from the defects noticed In the return as disclosed from 
the assessment proceedings. Therefore, the suggestion 
from the Department that a prosecution is contemplated 
only in a case covered by Section 14 and not Section 8 
does not appear to be relevant or correct." 

121. In a note dated 10-12-1977, the Central Board of Direct Taxes 
moved the Ministry of Law again in this matter. While doing so, 
the Board expressed the following view in that note: 

"However, the position with regard to tile voluntarily dis-
closed income under section 3 is entirely different. The 
income thus disclosed is treated as a separate block, irres-
pective of the number of years over which it might have 
been earned and is charged to. tax at the ~Ate specified 
in the Schedule to the Voluntary Disclosure of Income 
and Wealth Act. It remains outside the pale of the nor-
ma). assessment procedure under the Income-tax Act and 
is not included in the computation of the total income. 
Unless specifically providea, the usual recovery provi-
sions under the In ome-t~  Act cannot be availed of to 
. enforce recovery ot the  tax not paid in respect thereto. 
It was open to the Legislature to provide in Section 
8(1) (ii) that the income-tax in respect of the voluntarily 
disclosed income 'should be paid in accordance with the 
provisions of section 5'. This was not done. Evidently 
the intention was to treat the defaulters in respect thereto 
differently. This was done by providing a mode of re-
covery in section 7 which stipulates 'If the declarant fails 
to pay the income-tax in respect of the voluntarily <Us-
closed. income within the time allowed under sub-section 
(2) of section 5 ... the declarant shall be deemed to be in 
det.ult', Thereafter, the recovery provisjons of the In-
come-tax Act including the provisions for issued of e 
recovery certificate to the 'ftx. Recovery Oftlcer are made 
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applicable both with regard to the arrears of tax and the 
amount required to be .. nvested in the notified securities. 
Now. the time which could be allowed under .etion 5 (2) 
for payment of tax was upto 31-3.:76 for one half of the 
amount due and upto 31-3-77 for the remainder. It 
follows that if a declarant under section 3 had not paid 
half the tax which he was allowed to pay by the Commis-
sioner till 31-3-76, the recourse to recovery prOVisions 
under section 7 could be taken. Similarly. if the remain-
der was not paid by the time allowed by the Commis-
sioner which could only be till 31-3'-77, the recovery pro-
visions of section 7 can be pressed into service. After the 
amount is recovered, the declarant has to be given the 
requisite credit whereafter the declarant can be said to 
have paid the income-tax due and thus sat:sfy the condi-
tion  prescribed in section 8 (1) (ii). A view may be ad-
vanced that the mode of recovery prov!ded by section 7 
could be utiLsed only within the framework of the two 
target dates provided under section 5 (2), i.e., if the decla-
rant was to continue to be entitled to the benefits of 
Voluntary Disclosures Scheme, the recovery had to be en-
forced in such a manner that 50 per cent of t ~ tax was 
realised by 31-3-76 and the remainder by 31-8--71. How-
ever, there seems to be no warrant for this interpretation. 
Indeed, if that was the intention, it was not at all neces-
sary to provide the mode of recovery in section 7 because 
if the declarant failed to pay 00 per cent by 31-3-76 and 
fhe balance by 31-3-77, he would have automatically lost 
the benefits/immunities. It cannot also be that we enforce 
£ull recovery of the 'tax due (and requisite investment 
in notified se r~ties) on the one hand and deny the 
declarant the attendant benefits/immunities on the other. 
Therefore, for the sake of harmonious construction bet-
ween the provisions of section 5, section 7 and section 8 
the only view that seems possible is that if a declarant 
fails to make payment in accordance with section 5 (2) • 
he is to be treated as a declarant in default and the reco-
very can be enforced against him and only after the 
recovery is complete that he becomes entitled to the 
benefits of. sectlon 8 (and section 13). 

The-pctint raised is important and decision would affect a 
very large number 'Of eases. . As suggested by' the Com-
mJalianer. it may be taken up at a higher level in the 
Law Ministry and an authoritative view obtained'" 
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122. Reiterating hiI view, the Additional Lejal Adviser to the 
GoWl'Dme1lt of India (Shri A. G. Nambiar), Madras Branch Secre-
tariat in his reply dated 21-1-1978 stated as under: 

"In the note given by Shri H. K. Sondhi, Director (Inv.) 
dated 10-12-77 there is a lengthy d.scussion running to 7 
paragraphs and we have not been able to follow the real 
point on which adviCe has been sought by him. How-
ever, in pursuance of .detailed discussions with the Asstt. 
Director Shri Venkataraman we find that the point on 
which clarification is needed is as to the effect of Section 7 
as regards the entitlement of the assessee to the benefits 
conferred by Sub-section (1) of Section 8. According to 
him the Department's case is that the benefits under Sec-
tion 8 will be available to the assessee who does not pay 
the tax leviable on the voluntarily disclosed income but 
who suffers such tax to be recovered from him 8S per 
the mode of. recovery indicated in Section 7 and that this 
should be so since Section 8 follows Section 7. Accord-
ing to him, the expression 'paid by the .declarant' should 
be rea,d as 'paid by, or recovered from, the declarant'. 
This point was not s e ~ i all  raised in the referring note 
of the Department on which this Branch Secretariat gave 
its opinion on 1&-11-77. We have now coruiidered this 
point in detail and are of the view that, having regard 
to the scheme of the Act and the poLey behind it, the 
expression 'paid by the declarant' should be read as it is, 
and should not be considered as being capable of any in-
terpretauon other than what the plain words <themselves 
would convey. In this view we stick to our earlier opinion 
that Section 8 shculd be read together with Section 5 as 
the entire A.ct is based on a time-bound scheme. Section 
5 stipulates a time-limit by which the income-tax payable 
under the Act in respect of the vCilluntarily disclosed in-
come dall be paid by the declarant, one-hall before a 
particular date and the remainder by a late!' date, i.e., 
31st day of March 1977. If the stipulation is clause (if) 
o s~se tion (1) of Section 8 is dissociated from that 
re,ard.ing IimitatiOll as to time specified in Section 5, the 
whole scheme under the Act, in our view, may become 
W!lworltab1e. The LegiBlatUlre couM not have thoug'bt of 
a contingaey wt.1'e dlteccm:fermem: of the benefttUDMr 
Section 8(1) is dependent on, and is to be postpQned till, 
the realisation of, the tax-amount by protracted recovery 
proceedings. The time factor involved in such recovery 
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proceedings may be indefinite. Could it be said that till 
the entire tax is recovered in the recovery proceedings, 
the assessment of tax on the total income of the assessee 
(including the amount of income newly disclosed) under 
the Income-tax Act should be held up? It is admitted 
that the benefit under &ub-'SeCtion (1) of Section 8, that 
is to say, non-inclusion of the newly disclosed income 
cannot be given till the income-tax in respect of that in-
come is paid. If the expression 'pa:d' is to be construed 
as meaning 'paid recovered', then the Department will 
have to postpone the inclusion of the newly disclosed in-
come till the completion ol! the recovery proceedings. 
This apparently leads to an absurd result. There is no 
warrant for reading into clause (ii) words which are not 
there and give them an enlarged scope. The construction 
that can reasonably be given to the expression 'paid by 
the declarant' can, in the circumstances, only be what we 
have already indicated in our earlier Dpinion. Section 8 
will have to be read in conjunction with Section 5 and 
the fact that the prOVISIon for recovery in 
Section 7 intervenes in the order in which the sections are 
placed in the Act should not have any bearing on this 
point. After all Section 7 sets out the mode of recovery 
where the declarant fails to pay the income-tax in respect 
of the voluntarily disclosed income within the time allowed 
under sub-section (2), section 5 etc. Section 7, it may be 
noted, should also be read in continuation of the provi-
sions of section 5 as the consequences of non-payment by 
the declarant should also be catered for and t ~ existing 
sequence is to be considered as well founded. It may be 
pointed out that the very expression 'paid by the declarant' 
Is also contained in Section 5(1) and it cannot be said that 
this expression occurring in SectiOOl 5 should aisel be read 
as enlarged by the concept of recovery under Section 7. It 
appears to us that the concepts 'paid by' and 'recovered 
from' represent, in taxing statutes, a well-defined dicho-
tomy which cannot be read as mqging one into the other 
as is clear from the usage Of these expressiOOls in the 
. opening words of Section 219 of the Income-tax Act, 1961." 

123. III a note recorded in the oftl.ce of the Central Board of Direct 
Taus on '~1 78  it was, inter a.li4, pointed out: 

"~tlon 219 stipulates int.ler a.lia. that any sum, other than 
. pena3.tyor interest, paid by or recovered from an assessee 
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as advance tax in pursuance of Chapter XVII of the Act, 
shall be treated as a payment of tax in respect of the 
'income of the period which would be the previous year 
for an assessment for the assessment year next following 
the financial year in which it was payable and credit there-
fore shall be given to the assessee in the regular assess-
ment. With all respects this section cannot be considered 
as affording a guide for deciding the issue which is presently 
under consideration. The expression 'is paid by the 
declarant' used in Section 8(1) (ii) of the Voluntary Dis-
closure Act is to be ~idered in i ts ordina~  popular and 
r.. .. tural sense taking into consideration the setting in which 
t,llS expression has been used and the purpose it is intended 
to serve. It has been brought out in para 7 of the note at 
pp. 8-141N how a harmonious construction between the 
various provisions of the Voluntary Disclosure Act leads 
to the view that a declarant under section 3 (1) would be 
entitled, to the benefits after the recovery is complete. 
Indeed if the Branch Secretariat's opinion is accepted, it 
wowd seem to lead, in a case of belated payment or 
recovery. to denial of all benefits under the Voluntary 
Disclosure Scheme .. recovery of full tax due 'W1der the said 
Scheme and the declarant being subjected to normal assess-
ments on the amount disclosed ignoring the declaration 
and the enforcement of the consequent demand created 
thereby. Further, so much so, that if the declarant did not 
by himself and voluntari.ly make payment of 50 per cent 
of the tax due by '31-3-1976 and the balance by 3-3-1977 
he has to be denied the benefits of the voluntary Disclosure 
Act completely even thO'Ugh the recovery to the stipulated 
extent was enforced and was completed by 31-3-1976/31-3-
77. That, in my submission, will be an absurd proposition 
and will defeat the very purpose of the Scheme." 

124. Disagreeing with the view expressed by the Madras Branch 
Secretariat, the Joint Secretary in the Ministry of Law, Justice and 
Company Affairs, New Delhi (Shri M. B. Rao) in his note dated 
16-2-78 opined: 

"As regards the first question, Shri Nambiar's view is that if 
the tax due is not paid by the specified date in Sections 
5(2) of the Act, then the immunity under Section 8 is not 
available. It is true that before immunity is available, 
tu should be paid on the declared income under Secticm 
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3 of the Act. But, it is one thing to say that the immunity 
under Section 8 is not available if it is not paid by the date 
specified in Section 5(2) and quite another that immunity 
would not be available till the tax due on the declared 
income is not paid or recovered from the declarant. It is 
common ground that the immunity under Section 8 is not 
available till the tax due is paid and/or recovered. The 
only question is: should it be paid and/or recovered, before 
the date specified in Section 5 (2) to avail of the immunity 
under section 8 of the Act? In this connection, reference 
may be made to Section 7 of the Act. It seems to me that 
there is considerable force in Board's points of view that 
Section 7 should have to be taken into account as otherwise 
it may become redundant. To interpret that Section 7 
should be invoked only to recover the payments before the 
specified date in Section 5 (2) seems to me to be giving a 
very restrictive view 'Of the provision. Considering the 
matter as a whole, it seems to me that there is considerable 
force in the view put forward by the Board, namely, that 
immunity under Section 8 is available after the tax due is 
paid and/or recovered (not necessarily by the specified 
date laid down in Section 5 (2) of the Act." 

125 After considering the 
subject, the Law Secretary 
advised as under: 

different views expressed on this 
(Shri P. B. Venkatasubrama'nian) 

"1 agree WIth the reasoning and conclusions of Shri M. B, Rao 
on the S'llbject. For the immunity under Section 8 to be 
available, it is necessary that the income-tax in respect of 
the voluntarily disclosed income should have been paid by 
the declarant and the amount required to be invested SO 
invested. The section does not state that the payment 
shOUld be made or the investments made within the time 
limit fixed for that purpose under Section 5. A payment 
does not cease to be a payment merely because it is beyond 
the time. The position is the same with regard to invest-
ment." 

J. ExtensioR of t.eBefits ef the Voluntary Dis_are Sdieme to 
partfters 8ft the "sis. declaratioas .. cIe Ityftrms 

lJ6. Audit paragraph has pointed out that all immunities and 
concessions under the Voluntary Disclosure Scheme were available 
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only to a "person making a declaration". Under the lneome-tax Act, 
1961, a flrnl and its ~rtners are separate 'persons'. It would, there-
fore, follow that where declaration was made by a ftrm, the immuni-
ties could not extend to the partners. 

127. On 25th October 1975, the Central Board of Direct Taxes, 
however, issued a circular to the effect that where a firm had con-
cealed any income, the declaration could be filed by the firm and the 
partners of the firm need not make separate declarations. In 452 
cases in Andhra Pradesh, UP and Tamil Nadu, it was noticed that 
declarations had been filed by the firms and no separate declarations 
were filed by the partners. In 380 of these cases in Andhra Pradesh 
and Tamil Nad'll Charges, the additional taxes recoverable from the 
partners would be Rs. 30,39,130. 

128. The Committee enquired whether in the event of a declaration 
made by a firm partners 0'1 that finn were assessed on the basis of 
that declaration or whether the separate income of a partner was also 
taken into account. In reply, the representative of the Department 
of Revenue said in evidence: 

"Two  views are possible an this particular point-whether or 
not it was necessary for the partners to file separate 
declarations. The Board was of the view that it was not 
necessary for the partners to file separate declarations. 
There are a few facts which we would like to submit for 
consideration in this connection. There was an amend-
ment in November 1975 to the Ordinance itself. This 
explanation was inserted on 29 November 1975 or there-
about. It applies to Wealth-tax. 

'Where a declaration under sub-section 1 of Section 3 made 
by firm of assets referred to in clause (i) or as the case 
may be, the amount referred to in clause (il) shall not 
be taken into account for computing the net wealth cit 
any partner of the firm as the case may be ..... ' 

That is to say even for wealth-tax purposes the interest 
of the partner in the finn to the extent of his undisclosed 
sha'l'e should not be taken into accounts. The explanation 
was inserted after the promulgation of the Ordinance. That 
shows the intention of the Government and the legislature. 
This is what, in any case, we thought. .... The second 
aspect is that even in the 1965 Finance Act-there was an 
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analogous point and we took the view and it was accepted, 
that the partners did not have to file separate declarations 
if the firm has filed a declaration. 

Thirdly, you will find that if the finn declares more than Rs. 2 
lakhs, the partners and the finn together would pay more 
tax than the income of the finn. Such a situation could 
never have been intended. 

Fourthly, if the firm is fined for concealment of its concealed 
income. We do not levy penalty again on the partners on 
their share. The question of levying ena1t~ on the 
partner for the income concealed by the finn is not consi-
dered at an. 

Fifthly, the firm is subjected to tax on the full income it 
declares at a block rate. If the income of the finn is Rs. 1 
lakh, it would suffer tax of say 'X' on Rs. 1 lalth. This 
income would not be includable in the finn's assessment 
according to the law. What is not includable therein 
cannot be included in the partner's assessment. We have 
already made the original assessment of the partners. The 
partners have been assessed on their individual shares in 
the income. Later, we find that the firm has concealed 
and the firm has made a declaration. The inr.ame bears 
tax fully at a block rate but the original assessment cannot 
be re-opened  according to the Voluntary Dis:!ilosure of 
Income and Wealth Tax Act. It is, therefoJ"e, not includ-
able in the partner's income also. It is not open to Us to do 
that." 

129. The Ministry of Finance (Department of Revenue) have, in 
a note furnished after evidence, intimated that the following were 
the reason~ why the Central Board of Direct Taxes had held that it 
was not necessary for a partner to make separate de ~aration  where 
a declaration had been made by a firm under Section 3(1) of the 
Voluntary Disclosure of Income and Wealth Ordinance 1975: 

"(i) Tax is payable by the firm on the basis of block rates in 
three slabs, under section 3(1) of the Ordinance. If the 
partners are required to pay tax at the same rates on their 
respective shares in the firm's income, the net effect will 
be double taxation of the identical income. If the firm's 
income exceeds Rs 2,05,000, the  tax payable by the firm 
and the partners together will exceed the income, as shown 
In the following chart giving' aggregate percentages of tax 



89 

that will be borne by the firm and the partners together 
in difterent slabs of income: 

Amount dUclosed by the firm AmOWlt d.iIclosed Tax payable % of tax par 
by each of US/3(1) by able by t e 
the two partnel'l the firm and firm and the 
aauming that the partners partlJel'l to the 
the finn had in Coln e dill-
two partners. .cloled by the 

firm ~ 

Rs. Rs. RI. 

25,000 12,500 12,500 5°% 

53,000 • 26,500 31,750 59'9% 

60,000 30,000 38,750 J64'6% 

80,000 40,000 58,750 73' 5~:) 

1,00,000 50,000 78,750 78 . 75% 

1,20,000 60,000 1,01,750 ,86% 

1,5°,000 75,000 1,38,7.50 92'5% 

2,05,000 1,02,500 2,04,(,50 100% 
nearly) 

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

(ii) The Voluntary Disclosure of Income and Wealth (Amend-
ment) Ordinance 1975 (23 of 1975) added the following 
Explanation to section 13 of the Ordinance: 

'Explanation. Where a declaration under sub-section (1) 
of section 3 is made by a finn, the assets referred to in 
clause (i) or, as the case may be, the amount referred 
to in clause (ii) shall not be taken into account in com-
puting the net wealth of any partner of the firm, or, as 

,the case may be, in determining the value 0'£ the interest 
of any partner in the firm'. 

It is evident from the above Explanation that a partner of 
a firm will not be subjected to wealth-tax separately on the 
accretion to the value of h:s interest in the finn resulting 
from the disclosure made by the firm. This Explanation 
also points to the conclusion that the intention of the Le-
gislature was not to impose additional liability on the part-
ner's of a firm in a case in which the firm itself makes a 
disclosure under section 3(1) and suffers the consequent 
tax liability. 
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(iii) It is noteworthy that section 24(10) (a) of Finance (No. 
2) Act, 1965, and section 8 of the Voluntary Disclosure 
of Income and Wealth Act, 1976, preclude the incl'USion ot 
income covered by declarations under section 24 of the 
former Act and 3 (1) of the latter Act in the total income 
o'f the concerned assessee under the I.T. Act. Since the 
income covered by the declaration is not to be considered 
for purposes of regular assessment of income tax in the 
firm's case under I,.T. Act 1961 there is no scope for asses-
sing it in the hands of the partners. The declarations made 
under the V. D. S~ eme have to be considered as per the 
provisions in the V. D. of Income & Wealth Act, 1976 which 
is an' Act, separate from the I.T. Act, 1961. 

(iv) Under Section 271 (1) (c) of the Income-tax Act a partner 
of a firm is not subjected to penalty on the income con-
ceaJ.ed by the firm irrespective of whether the firm is 
registered or unregistered. On the same logic, if tax has 
been levied on a firm under a concessional block-rate, 
giving the firm immunity from income-tax penalty, and 
interest, it will not be justified to saddle the partners of 
the firm with the income-tax ori the technical grO'UDd that 
they have not filed sepante declarations under Section 
3(1). 

(v) A declaration could be filed under Section 3 (1), by any 
partner of the firm for and on beha.lf of the firm. The 
implication of the declaration by anyone partner was that 
all the partners of the firm were parties to the declaration 
though all of them were not required to sign the declara-
tion. Such joint signature would have served no parti-
cular purpose and was, therefore, not stipulated. Since the 
term 'firm' is only a compendious name for its partners, a 
declaration made by the firm is in effect a declaration of 
the income concealed by them thrO'Ugh the firm. It may 
not, therefore, be equitable to hold that a partner has not 
made a disclosure of his share income because he has not 
filed a formal declaration under his own signature." 

130. Asked whether the Ministry/Board obtained the opinion of 
the Ministry of Law on this issue, the Ministry of Finance (Depart-
ment of Revenue) have intimated: 

"The Ministry of Law have not been consulted on this matter." 



K. Declarations which included iocome assessable in the assessment 
year 1978-77. 

131. Audit paragraph has revealed that in Andhra Pradesh, Uttar 
Pradesh and Tamil Nadu 47 cases were noticed where declarations of 
concealed income, which included income assessable in the assess-
ment year 1976-77 or even 1977-78, were also accepted. 

132. The Ministry of Finance (Department of Revenue) have, in 
• communication dated -~1 78  intimated Audit: 

"Income relating to assessment years 1 7~77 and 1977-78 would 
be s j~ted to tax in the ordinary course. Action in this 
regard has been initiated." 

L. Second Declarations 

133. Sub-section (3) of Section 4 of the Voluntary Disclosure of 
Income and Wealth Ordinance, 1975 stipulated that: 

"Any person who has made a declaration under sub-section (1) 
of Section 3 in respect of his income, or as a represen ta-
tive assessee in respect of the income of any other person, 
shall not be entitled to make any other declaration under 
that sub-section in respect of his income or, as the case may 
be, the income of such other person, and any such other 
declaration, if made, shall be deemed void." 

134. It will be seen from the aforesaid provision that under the 
Voluntary Disclosure Scheme, 1975, a person was entitled to make 
only one declaration and that any subsequent declaration filed by a 
person who has already made one declaration was to be void. Audit 
paragraph has, however, pointed out that: 

(i) In Calcutta it was noticed that 6 members of a family made 
~  declarations of total amount of Rs. 8.26 lakhs in groups 
of twos and threes by various permutations and combina-
tions without indicating any 'status' for assessment. The 
income represented investments in the equity shares of a 
company run by the family. Each of the 32 declarations 
was for an amount of less than Rs. 50,000. Apparently, this 
was an arrangement to avoid payment of tax at the higher 
rate of 60 per cent applicable to disclosed income of over 
Rs. 50,000. These declarations were also accepted invol-
ving a f'hort levy of tax of Rs. 1,66,800. 

(ii) In another case in Calcutta, a declarant filed a declaration 
for Rs. 1.85,000 and subsequently filed a second declara-
tion for B.s. 90,000. Both the declarations were accepted 

215 L.S.-7. 
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though under the Scheme the second declaration which 
was for the assessed year 1975-76, should not have been 
accepted and the amount should have been brought to 
assessment in the normal course. 

135. As regards the case at (i) above, the Ministry of Finance 
(Department of Revenue) informed Audit in their reply dated 
3-6-1978 as under: 

"There was no bar to persons making separate declaration9 in 
their individual capacities and jointly on behalf of various 
firms/associations of persons etc. !If it is eventually 
found that the irms asso ~ations  in question did not exist 
or that the income belonged to a person other than the 
declarant, appropriate action will be taken." 

136. With reference to the case mentioned at (ii) above, the afore-
said reply of the Department of Revenue stated: 

"The validity of the second declaration is under examination.If 

137. During evidence the representative of the Department infor--
med the Committee that: 

IIIn that particular case, I have seen the records myself. ] 
called for the records and studied them. The facts are 
that there was, at the outset, a Hindu Undivided Family 
consisting of a father, two sons and the wife and mother. 
Then, there was a partial partition. The partition order 
had been passed long before the di9::10sure scheme was 
visulised. According to the partial partition, the father 
and the two sons remained together as the main family 
and at the same time certain asrets were divided/distri-
buted among the two sons. They were assessed separately. 
Assessments were  made on two separate entities-the ma-
jor family and the smaller family. Disclosures were made 
by both the entities namely the major family as well as 
the smaller family. It is not as if the same assessee or 
the same unit had made declarations. We have accepted 
the position that there were two assessees-big and small." 

M. Grant of Reward for operation of Voluntary Di.;c1osure Scheme, 
1975 

138. On 1-1-1976, the Finance Minister issued the following state-
ment:-

"I would like to place on record my appreciation of the man-
ner in which the officers and staff of the Income-tax De-
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partment have risen to the occasion and untiringly worked 
'for the success of the S~ eme. As a token of Govern-
ment's appreciation, it is proposed to sanction one month's 
basic salary to all officers and staff of the income-tax 
Department. Besides, Government have also decided to 
provide Rs. 2 crores for construction of residential accom-
modation for the Income-tax personnel in the current 
year. This will be followed by an allocation of Rs, 5 
crores, fOr each of the next two years." 

139. In appreciation of the meritorious work done by the Income-
tax personnel for the success of the Voluntary Di9::!losure of Income 
and Wealth Ordinance 1!}75, Government of India issued orders on 
16-1-1976 sanctioning reward of an amount. eq'} . .1} h one r~~ 't'1's 

basic pay to the following Categories of om er~ a~ld staff:-

(a) the officers belonging to II.R.S. (Income-tax), the Income-
tax Service (Class II), and the staff of the Income-tax 
Department, serving in the Central Board of Direct Taxes 
and the Ministry of Finance, Department of Revenue and 
Insurance (but excluding the Insurance Wing); and 

(b) the officers and staff, of the grades specified in the Anne-
xure, who were holding posts in the follow'ng offi.ces dur-
ing the entire period from 1-10-1975 to 31-12-1975 including 
the period spent on leave other than leave of the kind 
mentioned in para 3 below:-
(i) All charges of Commissioners of IIncome-tax. 

(ii) The Directorate of Inspection (Income-tax), New Delhi. 

(iii) The Directorate of Inspection (Investigation), New 
Delhi. 

(iv) The Directorate of Inspection (Research, Statistics & 
Publications), New Delhi. 

(v) The Directorate of Organisation and Management 
Services, New Delhi. 

(vi) I.R.S. (Dire~t Taxes) Staff College, Nagpur and the 
Regional Traini'ng Ilnstitutes at Calcutta, Bombay, 

Bangalore and Lucknow. 

140, On 6-2-1976, further orders were issued by Government 
granting the aforesaid reward also to the officers and staff not 
already covered by earlier orders, serving in the Central Board of 
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Direct Taxes and the Department of Revenue and. lDsurance (excl-
uding the Insurance Wing) in connection with the administration 
of direct taxes during the entire period from 1-10-1975 to 31-12-1975. 

141. In pursuance of these orders. the benefit of this reward was 
allowed to the following officers and staff:-

(i) In. the charges of Commissioners of In ome-t~. 

1. Commissioners of Income-tax (Level-I) 

2. Commissioners of Income-tax (Level-II) 

3. Additional Commissioner of Income-tax. 

4. Assistant Comm!ssioners of Income 

5. income-tax Officers, Class I (Sr. Scale) 

6. Income-tax Officers, Class I (Jr. Scale) 

7. Income-tax Officers Class II which tenns will include all 
officers of the Income-tax Department in the grades men-
tioned above having different functional designations. 

8. Hindi: Officers. 

(ii) In the ofjices other than the ehatrges of Commissoners of 
Income-tax mentioned in para 1 of the sanet.ion letter. 

1. Directors 

2. Deputy Directors 

:t Inspecting Assistant Commissioner 
4. Officer on Special Duty (Legal) 

5. Specialist in Management Systems and Forms Design. 

6. Assi'stant DLrectors (Cla..qg I) other than those in the Direc-

torate of O&M Service. 

'1. Assistant Directors (Clus II) 

8. Lecturers 

9. Hindi Offtcers 

to. Assistant Statistician (Income-tax). 

11. Assistant  Directors ") In the Dte. of 0  &  M 
_  I services who are o~ dep-

13. Programmer ~ utation from the T. T. 
I Deptt. or from any of 

12. Additional Assistant Directors the Directorates l'nder 
J the CBDT: 
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(iii) Non-gazetted staft of all grades in the charges of the com-
missioners  of 'Income-tax and in the other offices metioned 
in para 1 of the sanction letter, excepting those on deputa-
tion to the Date of O&M Services from Departments other 
than the charges of the Comm:ssioners or the Directorates 
under the C.B.D.T. 

142. In the Audit Report Union Government (Civil) for 1976-77. 
the total amount of reward granted is reported to be Rs. 1,46,41,535. 

143. Explaining why even officers and staff not directly responsi-
ble for operation of the Voluntary Disclosure Scheme e,g, officers 
staff o~ Central Board of Direct Taxes, Department of Revenue and 
Insurance, Directorate of Inspection (Research, Statistics & Publica-
tions) Dte. of O&M Service, Indian Revenue Service (Direct Taxes) 
Staff College, Nagpur and the Regional Training Inst.:tutes, Hindi 
Officers etc, were allowed the reward, the Ministry of Finance 
(Department of Revenue) have in a Note, stated that: 

lilt was a reward for team work and not a recognition of the 
services of any particular individual or ind~ id als  The 
mere fact that any personnel were not engaged directly 
in the working of the scheme would not justify their being 
excluded  from a benefit to which the Department as a 
whole was considered entitled in the light of its perform-
ance during the period during which the voluntary dis-
c:osure Scheme has been in operation." 

144. Asked what type of scrutiny, if any, was applied to the dis-
closure by the officers and staff who were totally unconnected with 
the Voluntary D"sclosure Scheme, the Department of Revenue have 
pleaded, in a Note, that: 

"The payment of a month's basic salary was not meant to 
compensate the o i~ers and staff direcily involved in the 
implementation of the Voluntary Disclosure Scheme. It 
was not in the nature ot over-time payor even a bonus 
to which the recipients were entitled as a matter of r'Rht. 
It was really a Rf'sture which Government thouRht it fit 
to make, as a token of appreciation of past performance 
and as an incentive for better performance in the future," 

145. The Committee desired to know if funct'ons perf.ormed by 
the Directorate of Investigation include investigation of cases of 
tax evas;on and if so how much extra revenue cou1cJ be ascribed to 
the activ'ties of this Dire~torate during the years 1974-75, 1975-76 
and 1976-77. The Ministry of Finance (Department of Revenue) 



have, in' a Note, intimated that "information about the extra rev. 
Due attributable to its activities has not been collected by the Dd-ec-
torate or worked out in the field officers." 

146. As regards the functions performed by the Directorate, it 
has been stated that the Director of Inspection (Investigation) per-
forms both statutory and non-statutory functions. These are:-

(1) The statutory n t~ons are performed u!s 132 and 132A 
which empower the Director of Inspection (Investigation) 
to authorise searches and to requisition books oil accounts, 
etc. taken into custody by any other officer or authority 
under any other law. In discharging the functions under 
these sect:ons the Director of Inspection (Inv.) acts as 
an independent statutory authority. No instructions are 
issued by. the Board Or any other authority to the Direc-
tor, of Inspection (Investigation) in respect of these 
functions. 

(2) The non-statutory functions performed by the Director 
of Inspect' on (Investigation) are the fullowing: 

(1) Co-ordinating investigations In difficult and complicated 
cases of tax-evasion, es e ial~  those having rami i ~ 

tions over more than one commissioner's charge. 

(2) Supervising investigations into complaints of tax-
evasion received by the Board to the Directorate for 
necessary action. 

{3) PrOviding guidance to the Intelligence Units 'ill over 
the country and coordinating their work. 

(4) Maintaining liaison with other Central and State Gov-
ernment agencies such as the Directorate of Enforce-
ment, Central Bureau of Investigat'on, Company Law 
Board, etc. obtaining inf()rmation which is relevant 
from the income-tax angle and ensuring that necessary 
investigations are carried out by the field officers con-
cerned. 

(5) Advis'ng the Board on claims by informants for re-
wards in s})ecific cases." 

147. The Committee wanted to know if it was a fact that In res.-
pect of payment of reward some officials of the Department were 
tilowed exemption f.rom tax in their income-tax assessments. In 
!"eply, the Deparotment of Revenue have admitted that: 
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"It is true that some officials of the Department claimed tax 
exemption for the reward and their claim was allowed 
by the Appellate authorities uls 254 and 251 of the Income-
tax Act. The Commissioners were advised to make refer-
ence to the High Courts in suitable cases ujs256." 

148. Asked whether tax was deducted at source from salaries 01 
officers and staff at the time of payment of. this reward, the Depart-
ment of Revenue have. in a note, stated that:-

"Since tax is deductible from all payments of salaries made 
to Government servants whose annual income exceeds 
the maximum amount not liable to tax, it is presumed 
that suitable tax deductions were made in every liable 
case." 

N. Special Squad Surveys 

149. Special squad surveys were introduced in July, 1975 in 
metropolitan and other big cities, viz., Ahmedabad, Bombay, Banga-
lore, Calcutta, Delhi, Hyderabad, Jaipur, Madras, Nagpur, Pune, 
Kanpur. Jullundur and Chandigarh in Patiala charge with a view 
to:-

(i) bring into tax registers, all the ers~ns liable to tax; 

(ii) Collect relevant informafon from various sources with 
a view to detect evasion of tax. 

150. Survey is a continuous activity. It includes door-to-door 
survey of all premises in various localit:es. It is a local acti-/ity 
and is organised by Inspecting Assistant Commissioners and Income-
tax Officers under the supervision ot Commissioners of Income-tax. 

151. The Surveys after being resumed in 1969 have continued 
ever since. Alongwith the general survey, emphasis was placed by 
the Department on Professionals, salaried employees and newly 
constricted premises. In 1974, importance was given to bring into 
tax register all professionals liable to tax and for this purpose. spe-
cial circle for professionals were created in 10 metropolitan cities. 
Prima"y :n 'mrvey' was given to posh and luxury houses during 
July to October, 1975 and again during June to December, 1976. 

152. The special squad &"Urveys did not constitute "searches" under 
the provisions of Income-tax Act, 1961 and eal~  Tax Act, 1961. In 
Bombay searches were carried out in 36 cases in which the special 
squad surveys were conducted. 
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. 153. On 1-11).;1975 instructions were issued by the Department 

of Revenue to suspend special squad surveys in order to appraise 
the results . achieved. 

154. According to the information presently available with the 
'Department of Revenue, the results achieved by these surveys con-
ducted from July to September, 1975 were as uader: 

----- --------_._--- - ------

(I) No. ofpremiJes surveyed (as reported by the 
Commiuionen in Auguat-October. 1978) .. 

(2) No. of aJllelSees involved ( as reported by the 
Commiaionen in August-October, 1978). • 

(3) Estimated undisclosed investml'nt/ unda-
valuation, reported by the Commiaaionen in 
November-December, 1977. 

(4) Extra tax levied upto 31-3-78 as a rtSu!t of 
Surve}... . . . . . 

Bombay 
City 

(\ther 
Citiel 

Total 

---------- --
,5,1118 

RI. 602 lakhs Rs. 2383 
lakhs 

2,98S 

Income Tax 34,,59,447 

Wraith Tax 15,69,241 

TOTAI_ 

155. Before introduction of the Voluntary Disclosure Scheme in 
October, 975, notice for filing returns and escapement and/or 
wealth had been issued in 148 cases of Income-tax and 13 cases of 
wealth-tax on the basis of these surveys. 

156. The number o£ declarations made under the Voluntary Dis-
closure Scheme, 1975 by assessees involved tn the Special Squad 
Surveys conducted during July to October, 1975 was as under:-

(a) bombay City 

(b) Othtt Citil"l. 

(RI. l.akhl) 

No. of Income 
Declaration declared 

._--- --'. -----_.- . 

121 

Wl'lllth 
drdarl"d 
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157. The number of assessments made upto 31-3-1978 in eases' 
where tteclarations were flIed under the Voruntary Disclosure' 
Scheme, 1975 and in other cases were as follows:-

(J) VoIunt4ry DilclOIW'e Scheme 
Cases. 

(II) Other Cases 

No. of aasessmcnts 
made up to 3'-3-78 

r.T. 
1:1 

967 9:10 

-----_ ..... ----. 

Rs. lakhs 

Incom(" 
a.s("S!l1'd 

Wealth 
IUIe8Ied 

113'8g 

158. Income daclared under Section 3(1) of the Voluntary Dis-
closure Scheme was as already stated, not to be included in the 
total income of the declarant for any assessment year. .. 
159. As regards special squad surveys conducted from June, 1978" 

to 24th December, 1976, the progress has been as under: 

(,) No. of premises surveyed (a, repor-
tcd by the C..,rnmi.sioners in 
A st.-O to ~r. 1978. 

($I) Estimated ndo l~ investmentto/ 
under valuation reportl'd by the 
Commissioners in November-December, 

'977-

(3) Number of asseMments made upto 
3'-3-'978 

(a) Income-tax 

(b) Wealth-tax 

(4) Concl"ILled income lUSeSS<'d upt{l 
3'-3-78 

(5) Concealed wealth a!Sessed uplo 
3'-3-78 

R.. '3' 03 lakh. 

'70' 57 
lakhl 

160. Year-wise progress of new assesses including professionals 
brought into the  tax net through  these surveys as reported by the 
Commissioners charges (except Bombay) was as follows: 

'972-7::1 '97:i-74 '974-75 1975-76 '976-n '977-78 
--.----------~ -.-- --~ -'_'-0.---.-----.--~-

,. Number of newly 
eonstructed proper tiel 
r r ~ . cI'i,348 "').532 '9.g88 12.763 14.g80 ~.~ 



1972-73 1973-74 1974-75 1975-76 19,6-" 1917-;11 

,ll. Number or other 
88.¥ IM,611 1,611,655 1,44,5311 premiIcs .urvcyed. 1,05,9117 1,0f,2,4lZ9 

3. Number of cues 
I't'pOI"ted. 

(a) profeasionaIJ .. 11,66,. 4,7°11 9,313 5,049 1.451 5,776 

(b) Other. 41,080 45,010 50,946 36,064 30,053 33,416 

43,744 49,712 60,259 41,1111 37,494- 39,1911 

4. Number of effective 
caaca. 

(a) Company easel. 76 Iiz8 2,260 741 577 1178 

(b) Others .25,397 26,012 47,197 35.376 30,835 26,215 

5. Numoer of _ell-
menta made. . 14,283 '4,8311 28,022 311,941 42,364 27,031 

Amount of Direct-
taxes levied (RupCQ 
in thousands) 1,382  • 3,136 6,019 108,585 14,993 111,111+ 

.- -~.--- -----.---
161. The Committee wanted to know if references were made to 

Departmental Valuation Cell in all reported cases on special squad 
.mrveys cases where such a reference was required by law. In re-
ply, the Department of Revenue have explained that:-

"Properties were referred to the Valuation Cell for valuation 
purposes only when estimates made by the Valuation 
Officer and the Income-tax Officer whom he accompanied 
during survey of the property were higher than the cost/ 
value declared by the owner of the property under Sec-
tion 3 (1) or Section 15 (1) of the Voluntary Dis lo~re ot 
Income and Wealth Ordinance, 1975. In the guidelines 
issued in this connection, vide D.O. letter in F. No. 3770/ 
Ch./ (DT) /75, dated 9-7-1975, the margin or variation 
calling for valuat:on was indicated as 15 per cent of the 
valuation made by the Squad or Rs. 25,000/-whichever 
was more. 

When a declaration was made under Section 3(1), there was 
no scope for assessment to Wealth Tax of the vallte of 
the assets specified in the declaration as representing the 
Voluntarily disclosed income upto and including the 
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assessment year 1975-76. There might be need for valua-
tion in such cases only for and from the assessment year 
1976-77. 

Estimates of the property made by the valuation officer and 
the I.T.O. who had surveyed the remise~ jointly were 
generally based on adequate data and thel'e is no reason 
to believe that there would be any material difference 
between these estimates and the formal valuation that 
the Valuation Cell might make, if a ref-erence has been 
made under Section I-A of the Wealth Tax Act, 1957 read 
with Rule 3B of the Wealth-tax Rules, 1957 for the valua-
tion of the properties. The Department has. no reason 
to feel that there has been any loss in revenue by valua-
tions not having been made immediately after declarations 
had been received under the Voluntary Disclosure 
Scheme. Neither the Voluntary Disclosure of Income and 
Wealth Act, 1976 not the provisions of Wealth-tax Act 
preclude appropriate action in the event of any signi-
ficant variation between the declared value and the value 
as assessed on fonnal valuation coming to light in 
future." 

162. Asked in how many cases such references were not made, 
the Department of Revenue have replied as under: 

"The C'ommissioners, Ahmedabad, Kanpur, Nagpur and Jaipur 
have reported that all cases in which surveys had been 
conducted had also been referred for valuation by the 
Valuation Cell. The Commissioner, Delhi has indicated 
that out of the cases in which surveys had been conducted 
114 cases have been transferred to a sigle Circle and re-
ferences had been made in these cases for having the 
properties in question valued by the Valuation Cell. The 
Commissioners at Calcutta have stated that valuation has 
been made in respect of 36 surveyed properties, Commis-
sioners, Andhra Pradesh in two properties at Hyderabad. 
Commissioner, Patiala in respect of 82 properties. No 
valuation surveyed at Bombay and Bangalore." 

163. From various circular letter~ issued by the CBDT and the 
recommendations made by the Public Accl1Imts Committee in their 
Reports (paras 1.30 and 1.31 of their lOOth Report (Fourth Lok 
Sabha) , Paras 1.11. 1.88 and 2.77 at their 117th Report (Fourth Lok 
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Sabha) , Paras 1.18, 1.19 and 1.23 of their 25th Report (Fifth Lok 
Sabha) it will be seen that:-

(i) Systematic and continuous survey have not been con-
ducted at least since 1965 and have been ordered only in 
1977 and that the surveys which were actually conducted 
were special or ranadom survey; 

(ii) No norms have so far been fixed for survey inspectors 
and special survey circles; 

(iii) While shortage of survey staff was stated to be one of the 
reasons for not conducting systematic survey, a bulk of 
survey staff remained diverted to other duties in the De-
partment; 

(Iv)' While it was felt that tbere was large scale tax evasion 
by professionals, like doctors, engineers, and by invest-
ment in newly constructed buildings. the sources (like 
records of and 1 !st of members or directories published by 
the prof.assional bodies, telephone directors records of 
government age:l:ies Civil Supplies Department, P.W.D., 
Forest, Sales-tax, Municipalities, banks, financing com-
panies etc.) have not been fuay tapped by survey cells 
and special Investigation Branches in various Commis-
sioner's charges; and 

(v) Defects in the work'ng of special Investigation Branches 
had not been removed (P.A.C.'s recommendation in Para-
graph 1.11 of their 117th Report (Fourth Lok Sabha) nor 
had their performanct been assessed. 

164. The C'ommittee therefore wanted to know what specific 
stens, if any, had been or werP. rroposed to be taken to remove these 
deficiencies. In reply the Ministry of Finance (Department of· 
Revenue) have intimated as undet:-

1. External survey was resumed, after ~ ln  been suspend-
ed for more than three years as a result of the decision 
arrived at the C.I. T's conference in 1969. It was decided 
that: 

(i) Intensiv'C survey should be conducted in newly develop-
ed colonies, 

(U) Municipal re¢sters should be checked up for details of 
housp. properties. 



(W) One-sixth of the total strength ot; the inspeptors should 
, be set apart for survey operations, 

(tv) LACs should be required to test check the survey re-
ports, and 

(v) Proposals should be sent by the Cs. I.T. to the Board 
for creation of additional posts of inspectors on the 
basis of one inspector for each I. T.e. so that survey 
work might be cont.nued on an organised basis through-
out the year. 

A quarterly statement was to be furnished to D.I. (IT & 
AUdit) in the proforma prescribed in Board's letter 
F. No. 81/l06/69-ITB dated 25tli July, 1969. The D.I. 
(IT & Audit) had stated in his D.O. No. 1-41/1/71-DIT/ 
12598 dated 9/1Oth November, 1971 that from the state-
ments received it was observed that the selective survey 
was being carried out more or less with the s e ~ ied 

strength of the inspectors. (F. No. 415/4/72-IT (Inv.). 
C.I.T. Delhi-! in his D.O. letter No. SIB-II/Survey / 
URPR/ (1) /'72-73/136-138 dated 13-9-1972 had reported 
that extensive survey of newly cO'nstructed properties 
was carried out in the year 1969-70, in respect of all the 
Delhi charges and that nearly 37000 properties spread 
over 34 localit:es were covered and '7000 new wealth-tax 
assessees were added to the Reglsfers. C.I. T. Madras in 
his letter No. 356/72-73 dated 8-9-1972 reoorted that - . 
Special Squads of inspectors were formed in the city and 
the mofussil as early as April, 1970 as required in Board's 
letter F. N. 6/22,/69-WT dated 17-12-69. for survey of 
select posh localities. 

(2) The results achieved in the survey were thereafter re-
viewed in the ~on eren e of the Commissioners in 1970 
and 1971. 

(3) On 12-1-1971 the Board reiterated its instructions dated 
17-12-69 for conducting a census of houses in major 
cities and towns to detect cases of evasion of wealth-tax 
and instructed the Commissioners to draw up a time 
bound programme with effect ~rom 1-4-1971. 

(4) On 15-12-1971, the Commissioners were directed by the 
Board that the staJf sanctioned specifically for survey 
should not be utilised for any otner purpC\se. 
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(5) On 3-6-1972 the Chairman issued instructions that all 
possible sources should be tapped for bringing into tax 
registers salaried employees and professionals. 

(6) On 19-8-1972 the Board issued instructions that in ad-
dition to salaried em ~o ees and professionals the sur-
vey should give a very high priority to newly constructed 
premises. 

(7) The D.I. (I.T. &: Audit) had on 24-11-1971 and 22-6-1972 
prescribed proforma following the instructions issued by 
the Board. The reports from the Commissioners were 
being received by D.I. (IT &: Audit), who was sending his 
monthly consolidated reports to the Board. 

(8) The reports from D.I. (IT &: A d~t) were reviewed by the 
Board 

(9) After reviewing the results achieved on the survey 
carried out in accordance with the earlier instructions of 
12-1-1971 and 28-12-1972, the Board directed that a survey 
of house properties ot annual letting value of Rs. 5,000 
or more should be undertaken by coI!ecting the details 
from munic:pal &: corporation records. 

(10) On 17-8-1973, the Board suggested that it might be use-
ful to have survey of insurance policies where the sum 
assured was Rupees one lakh and above and also from 
petrol pump dealers. 

(11) F'Ilrther guidelines were issued on 4-12-1974 for a survey 
of property dearlers and brokers, motor dealers and 
brokers, licensed gold dealers etc. 

(12) A test check was made, in the cities of Madras (includ-
ing mofussil), Delhi, Bombay and Calcuth, of the number 
of professionals such as doctors and lawyers borne on the 
lists of associations and those actually assessed to tax. The 
four Commissioners were instruc"ed on 19120 July, 1974 
that notices u I s. 139 (2) should be issued in all cases of 
professionals having taxable income. The file shows that 
lists of doctors. ad o at~ etc. were obhined by the cC'n-
cemed Commissioners from professional bodiee; and veri-
fication was being m'ide to find out if the professionals 
were borne on tax re is~ers. 
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(13) On 23-7-1974, the Commissioners other than the Cern--
missioners, Madras, West Bengal-I, BombaY-I and Delhi-I 
were instructed to collect information about professionals 
from various sources and guidelines were issued for the-
issue of notice u I s 139 (2) in cases of all professionals hav-
ing taxable income. 

(14) Guidelines were givtn on 33-7-1974 to all the Commis-
sioners regarding various sources of informadon with a 
view to bring to tax registers persO'ns other than doctors .. 
lawyers and other professionals. 

(15) On 28-8-1g74, the Cs.I.T. of 12 metropolitan cities namely 
Bombay, Madras, Delhi, Calcutta, Ahmedabad, Hyderabad 
Poona, Bangalore, Lucknow, Kanpur, Patna and Nagpur 
were advised to create a separate circle in these cities for 
assessing professionals. On the basis of reports received 
from these 12 Commissioners, Special Circles were created 
in 10 cities, Nagpur and Ahmedabad being excluded. 

(16) Review of general survey and professionals borne on GIR 
were made. 

(17) Instr ~ions were issued on 26-4-1976 to send annual eva-
l a~ion reports relating to Special Circles for ro essiona~ 

from 75-76. Annual evaluation of Special Circles by D I. 
(I.T.&Audit) have been made for the years 1975-76, 1976-
77 and 1977-78. 

(18) On 5-10-1977 instructions were issued to the Commis-
sioners to take stock of the survey operations and arrange-
the work so as to complete survey of all localities over a 
5 years period viz. 75-76 to 1978-80. 

165. The Public Accounts Committee had in paragraph 12.1 of 
their L86th Report (Fifth Lok Sabha) observed (December, 19f15) a& 
fo11oVl s: 

"If the vigour with which searches and raids are being present-
ly conducted and the amount of black money unearthed 
is any indication, it appears that if the normal duties 01 
the Department had been properly and efficiently per-
formed, these should have been rea~er compliance by the 
tax payers and higher realisa~ion of receipts In proper 
tune." 
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166. Inviting attention to the afor.esaid observation, the Com-
mittef' desired to know if, in this context, it would be correct to say 
that , ontinuous and systematic survey comprised normal duties of 
the J:l.partment and such survey obviates the necessity of resorting 
to va' untary disclosure schemes. In a note furnished to the Com-
mitt~~  the Ministry of Finance (Department of Revenue) have 
.re lie~:-

"It is true that continuous and systematic survey is a regular 
function of the Income-tax Department. It may not, how-
ever, be realistic or rellsonable to expect that a mere survey, 
which is aimed primarily at discovering new assessees, 
will by itself serve to obviate the necessity for resort to 
voluntary disclosure schemes. As pointed out in the reply 
to question 19 (b), the new assessees brought to light by 
the Voluntary Disclosure Scheme were mostly .ladies and 
minor children, declaring possession of cash, jwellery and 
ornaments, which were claimed to represent their income 
from sources which they were ei~ er not in a position or 
were not inclined to disclose. A survey, as such, may not 
help in bringing assessees of these categories into the tax-
net, or unearthing cash, jewellery and ornaments. While 
therefore, survey is an essential. and ceaseless process 
leading to de~e tion of new assessees deriving income from 
business or profession or immovable properties etc., it has 
to be supplemented by other measures for effectively 
countering tax-evasion or even getting, at persons earning 
income from sources not ordinarily accessible in surveys 
and escaping tax. The Voluntary Disclosure Scheme was 
only one of such measures designed to tackle black 
money." 

1St The Department have stated that the importance they attach-
~d to lI'IlrVey work would be evident from the fact that the subject 
was c'iscussed at the last Conference df the Commissioners of Income-
tax held at New Delhi on 17-19 May, 1978, when the following re-
(!omm tndations were made by the Commissioners:-

"Adequate number of Inspectors should be deployed for out-
door survey. A complete list of houses etc. sh9uld be 
obtained from the municipalities in order to check that 
no premises were left out. New townships which have 
la~l  sprung up in border areas should yield a number of 
new assessees. 
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The report of the Committee on general Survey suggesting 

inter alia new forms had been circulated to the CoIIlII1i&-
sioners for their comments which wer'e to be sent to the 
Director of Inspection (Income-tax and Audit); 

Survey plays an important role in drive against tax evasion. 
Outdoor survey operations should be a permanent and 
continuing feature of the working of the Department and 
a street and premises-wise directory of assessees should be 
maintained in each charge." 

168. In this connection the Committee have also been informed 
that the Board had appointed a Committee of senior officers at Delhi 
to standardise the information to ~ collected and the form in which 
reports should be presented by those engaged in surveys. The Com-
mittee submitted its report on 18-2--1978 but the Central Board of 
Direct Taxes asked the Committee to reconsider the matter and re-
vise the form suitably in the light of the suggestionslcomments re-
ceived from the Commissioners of Income-tax in this connection. 

169. Under Section 5(1) (viii) of the Wealth-tax Act only furni-
ture, household utencils, wearing apparel, provisions and other arti-
cles "intended for the personal or household use" of the assessee, but 
not including jwellery are exempt subject to the following proviso: 

"Provided that the furniture, utencils, or other articles are 
neither made whole or partly of, nor contain (whether by 
way of embedding, covering or otherwise), gold, silver, 
platinum or any other precious metal or any alloy contain-
ing one or more of such precious metals." 

170. In the case of G. 5'. Podder Vs. Commissioner of Wealth-tax 
(57 I.T.R. page 207) it was pointed out that the expression (intend-
ed for the personal or household use) did not mean capable of being 
intended for personal and household use, but meant normally, cam-
monly or ordinarily intended for personal or household use. 

171. The question whether airconditioners, geysers and other ftx-
tures, which cannot normally be moved about from place to place 
and from room to room by hand come within the ambit of Section 
5(1) (viii) or not is stated to be under consideration in the Central 
Board of Direct-taxes. 

172. The Ministry of Finance (Department of Revenue) have In 
a Note, intimated that Special squad Surveys had "d"l8Closed a num-
ber of cases where unaccounted investment in costly and luxurious 
215 LS--8. 
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construction, decorations, ornamental fittings, fixtures, furnishings 
and modern gadgets were noticed." 

173. The Committee wanted to know whether any norms ha·ve 
been fixed for work'ng of SU'rvey Inspectors and Special 'Survey 
Circles, In reply, the Ministry of Finance (Department of Revenue) 
have, in a note, stated: . 

"The duties of the Inspectors have been prescribed which in-
clude the duties relating to Survey Work. The work relat-
ing to survey differs from place and place and theorefore, no 
norms of work for inspectors and special survey circles 
have been prescribed by the Board. The Inspectors deput-
ed for survey and special survey circles function under 
the supervision of J,nspecting Assistant Commissioners and 
Commissioners of Income-tax." 

174. Asked what had hampered the pace of survey work so far, the 
Ministry have explained in a note: 

"Shortage of staff has been one of the factors affecting the pace of 
survey work. Due to exigencies of work in many of the 
Commissioners' charges the survey staff has been diverted 
to other areas of work. It may, however, be stated that 
the Commissioners decided about relative priorities of 
work and utilise the staff according to exigencies." 

175. On being asked whether several sources were tapped to 
collect relevant information in such cases the Department of Reve-
nue have intimated: 

"The work relating to collection of relevant information from 
various sources was going on continuously several sources 
are being tapped by Central Information Branch which 
is under the supervision of the Commissioners." 

176. The Committee enqui'1'ed if the Board had assessed the 
quantum of survey work which was still pending in each Commis-
sioner's Charge and drawn up plans for its completion. In reply, 
the Department of Revenue have stated: 

"Survey is a continuous process and includes survey of pre-
mises and persons and also tapping information- from 
various sources. New constructions may come up in the 
same localities and new persons having taxable income 
may move into localities which have already been sur-
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veyed. Similarly fresh inJlormation may be collected 
,from the same source records which have already been 
scrutinjsed. Thus, it is not possible to assess the quantum 
of "Survey" work pending at any particular point of 
time. It is the aim of the Department to cover one and 
all the localities over a period of five years pending with 
March, 1980. The Commissioners have been advised to 
take sto~  of the survey operations and arrange this pro-
gramme accordingly." 

177. At present, value of 'furniture' is exempt from wealth tax 
Without any limit. The Department of Revenue have intimatea 
that the question whether any monetary limit is required for the 
exemption provided under Section 5(1) (viii) of the Wealth Tax 
Act is under consideration of the Board. 

O. Other matters 

17'3. During evidence on the working of Voluntary Disclosure 
Schemes, certain other matters, though not directly connected with 
these schemes, but otherwise relevant from the point of view of 
direct taxes administration in the country were also considered by' 
the Committee. 

179. The Committee wanted to know if in cases of disclosures of 
wealth under the 1975 scheme, the Department had tried to verify 
in each case, whether the declarant of wealth had any taxable 
income too, the representative of the Department said in evi-
dence: 

"It is too early to go into this particular problem. This dis-
closure was made in 1975. The first assessment of wealth 
was for 1970-77. Returns would have been filed last 
year. We have given instructions to the ITOs to scruti-
nise all cases of wealth tax returns, examine the sources 
of wealth, examine also whether the wealth has been 
declared properly. An internal audit was also made which 
was very critical. Some sample checks were conducted by 
them which revealed omissions and commissions calling 
for remedial action. Th:s is a process which we have 
already started but which will take sometime to complete." 

180. Asked whether the form of Declaration itself could not have 
a column about income, the witness agreed: 
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"It should have made things much easier." 

181. The Committee enquired whether the instructions were 
iSlUed by the Department soon after the period covered by the 1975 
voluntary Disclosure Scheme came to end, the witness st.ated: 

"They were issued on 20th August, 1977 .... There were earlier 
instructions also dated 25th June, 1977." 

182. Asked whether after issue of these instructions the Depart-
ment had tried to find out whether 01' not, the same had been 
implemented, the witness said: 

"We have asked the internal audit party to check whether 
these instructions have been' implemented correctly and 
fully. It will take at least six to seven months' time to 
satisfy ourselves that proper action has been taken." 

183. The Committee wanted to know if the Department kept a 
track of certain officers in whose jurisdiction, the cases of tax 
evasion had been rather unconscionably large and who might be in 
collusion with tax evaders ..... In reply, the representative of the 
Department of Revenue said in evidence: 

"We always try to find out which officer is suitable for which 
post and if a person's honesty is open to question, we do 
not post him to circles where he is open to temptation, 
·"We do keep a list of suspect officers. Actually we 
are working in collaboration with the CBl. We have a 
Director of Inspection, whose job is to watch the conduct 
of officers from this point of view also. ~en  whenever 
there is a delinquent officer or an officer who succumbs to 
temptation easily, we have a system of inspection .••• 
The residences of three officers were searched and they 
were suspended on the ground of being in possession of 
large assets. The officers are cha,rge-sheeted and prose-
cuted if found guilty of corruption. This is an essential 
function which we discharge, as in any other Government 
Department. If any thing, the checking is tighter in our 
department than in others ~ a se of the sensitive nature 
of our work. "·We shall certainly take note 0'£ your 
direction and advice in the matter and tighten up our 
machinery. ···We do not entrust any case of tax 
evasion to CBI. We entrust cases of inquiry to our offi-
cers." 
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184. When the Committee enquired whether there has been any 
case of under assessment of a business concern where son of the 
former Chairman of the Central Board of Direct Taxes and son of 
the Inspecting Assistant Commissioner dealing with the case were 
employed,· the witness said: 

"CBL had been conducting investigations. They said the 
horse had bolted away from the stable. The officer left. 
the service of Government." 

185. In a Note dated 15-9-78 furnished after eVidence, the fol-
lowing facts of this case were supplied to the Committee by the 
Department of Revenue:-

(1) The case fell in the jurisdiction of the Income-tax Officer, 
Companies Circles XI, New Delhi. The Income-tax om-
cer who made the assessment under consideration was 
Shri M. L. Gupta, who had been directly appointed as an 
Income-tax Officer in Class II on 1-2-1969. 

(2) The Income-tax Officer sent to the assessee a eopy of 
his draft assessment order for 1972-73 on 28-1-1976. The 
assessee objected to the proposed additions on 5-2-1976. 

(3) The assessee company which had returned an income of 
Rs. 65,75595/- on 30-8-1972, revised it to Rs. 53,47,500/- on 
30-1-1975. The Income-tax Officer proposed to increase 
the returned income to Rs. 7,54,83,8751-. The main ad-
dit.ions indicated by him included the following: 

(a) Addition at 13.2 per cent on the total sales of 
Rs. 11,43,49,2011- on the ground that the assessee had 
disclosed profit at 37.8 per cent in the preceding year 
and since the costs of materials etc. had risen there 
was no satisfactory explanation f-or the decUne in 
profit to 24.6 per cent in the year under consideration. 

as. 4,21,845/-

(b) Surplus of receipts over expenses in works which 
had not been fully executed claimed by the assessee 
to represent provision for contingent expenses. 

Rs. 4,21,845. 

(c) Addition for 'on money' received at Rs. 1000 per tonne 
On total sale of 48,179 tonnes on the ground that local 
enquiries showed that 'there was a premium of over 
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Rs. 1000 per tonne on the sale of steel pipes incruding 
BST p·pes'. The ITO observed that the local 'l'eports 
were 'further corroborated by IT raid on certain parties 
having similar business as that of the Company.' 

Rs. 4,81,79,000\-

(d) Market value of 942 tonnes of pipe at Rs. 3373 per tonne 
estimated by ITO as unaccounted stock of reje ~ed pipes 
which generally increased in weight as a result of the 
use of sockets and rings. 

Rs. 31,77,366\-

(e) Sole selling agency commission paid to Raunaq and 
Co. (P) Ltd. 

Rs. 27,02,1991-

(f) Gratuity provisions. 

Rs. 1,20,277\-

(4) The concerned Inspecting Assistant Commissioner found 
that the bigger additions were not tenable. In particular, 
he directed the Income-tax Officer under sec. 144-B to wb-
stitute a sum of Rs. 1,05,47,111 for the following additions 
proposed by the ITO:-

Trading Account 

On money on 48,179 tonnes at Rs. 1000 
per tonne 

Rs. 1,51,93,9951-

Rs. -4,81,79,0001-

(5) The Inspecting Assistant Commissioner also suggested 
addition of Rs. 26,74,073 for the sum of Rs. 31,77,366 under 
the Head 'Supression of production.' 

(6) The Income-tax Ofticer completed the assessmenJt on 
27-7-1976 on Rs. 2,63,25,1221-. 

(7) The Appellate Assistant Commissioner, G. Range, New 
Delhi reduced the income by Rs. 1,30,00,109. He did not 
support the estimate of 'on money' Ito the extent of 
Rs. 98,24,832\-. He also deleted the addition made in res-
pect of (a) works in progress viz. Rs. 2,45,3141-(b) the 
sole selling agency commission of Rs. 27,02,1991-and a 
few other items. • 

(8) The Income-tax Appellalte Tribunal dismissed the De-
partmental Appeal against the Appellate Assistant Com-
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missioner's order and reduced the income as confirmed 
,by the Appellate Assis~aIllt Commissioner by a total swn 

of Rs. 35,72..565J-. 

(9) The Department has filed an application before the Tri-
bunal under Sec. 256(1) seeking a reference to the High 
Court on the question e~ er the Tribunal had any 
material for rejecting the Department's case and effecting 
further reduction in the assessed income by RB.35,72,5651-. 

(10) Shri M. L. ~ta  the Income-tax Officer submitted hJa 
letter of resignation on 4-3-1977 on the ground of family 
circumstances, and his resignation was accepted on 30-4-
1970. 

(11) The Central Bureau of Investigation wrote to 'the Director 
of Inspection (Vigilance) on 1-8-1977 that they had received 
information to the effect that Shri M .L. Gupta had joined 
Bharat Steel Tubes Ltd. on 1-5-1977 as the General Manager 
(Taxation) 'on a high salary of Rs. 3000/-p.m.' According 
to the Central Bureau of Investiga'don "the circumstances 
under which Shri Gupta resigned and was promptly ab-
sorbed in a lucrative post by tae Raunaq Singh Enterprises 
appear to be suspicious." The CenLral Bureau of Investiga-
tion requested that a special review might be made of all 
the cases of Raunaq Singh Enterprises dealt with by Shri 
M. L. Gupta and 'the result intimated to them "for taking 
further action in the matter." 

(12) Meanwhile, the cases of the Raunaq Singh Group were 
transferred by the Central Board of Direct Taxes from the 
jurisdiction of the Commissioner of Income-tax, Delhi-II 
to the Delhi Central Charge for centralised investigation 
by senior experienced officer. The Central Bureau of 
Investigation were infonned on 9th December, 1977 that 
a definite opinion could be formed only after the comple-
tion of at least one assessment in each of the cases which 
were previously handled by him and therefore the requir-
ed report would be submitted after some time. 

(13) Since Shri Gupta resigned, he was not entiltled to any 
gratuity or pension or other retiremenfoenefits. He could 
not be prevented from taking appointment under any em-
ployer because he had resigned without being entitled to 
any benefit from the Government. He is not, however, 
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permi'tted to appear as an assessee's authorised represen-
tative before any Incom.e-tax Authority under sub-sec-
tion (3) of section 288 of the Income-fax Act. 

(14) The Application filed by the Department before the In-
come-tax Appeliate Tribunal under section 256(1) of the 
Income-tax Act in the case of Bharat Steel Tubes Ltd. 
is still pending before the Tribunal, and investigations in 
this and other cases of the Raunaq Singh Group are in 
progress in the Delhi (Central) Commissioner's Charge. 

(15) The Appellate Assistant Commissioner 'G' Range who 
reduced the assessee's income by Rs. 1,30,00.109 on 10-2-
1977 was Shri B. M. Sharma. He continues to De an 
Appellate Assistant Commissioner of Income-tax Delhi. 
The Inspecting Assistant Commissioner who approved the 
\Income-tax Officer's order u\'s 144 B of the Income-tax 
Act, subject to reduction of 'the income by over Rs. 6 
crores is Shri T. R. Aggarwala, who is Commissioner of 
Income-tax (Appeals) at Kanpur. As p?inted out above, 
it is only Shri M. L. Gupta, Income-tax Officer who resign-
ed from Government service and 'took employment in the 
Raunaq Singh Group. 

186. The Committee have been informed that in this case enqui-
ries "are still in progress." 

Delays in issue of Refund Vouchers 

187. In paragraph 6.142 of its Re o~t the Direct Taxes Enquiry 
Committee had recommended that disciplinary action may be ini-
tiated in all the cases where the refund voucher is not issued within 
seven days of Ithe passin'g of the order. This recommendation was 
accepted by Government in principle. 

188. The Central Board of Direct Taxes issued instructions to all 
the Commissioners of Income-tax on 14-1-1976 to the effect that the 
dilCiplinary action may be initiated in cases where the refund vou-
chers are not issued wi thin seven days of the passing of 'the order 
"except under exceptional circumstances warranting the delay be-
yond seven days". 

189. The Committee have in a note been informed by the'Deparlt-
ment of Revenue that the Board had time and again emphasised 
through its various let!terslinstructions the need for proQlpt action in 
the matter of refunds. 
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190. It was, however, noticed that in spite of repeated instruc-

tions on· the subject, Board was still !feCeiving a large number of 
complaintslrepresenta'tions regarding delay and harassment in the 
matter of issue of refunds, which only showed that the instructions 
of the Board were not being followed by the lncomeJtax Officers. It 
also appeared that the I.A.Cs. were not exercising proper supervi-
sion to ensure prompt action in respect of refunds. Either 'the sta-
tistical statements of pending refunds were not being called by the 
l.A.Cs. or if called were being accepted by them without any scru-
tiny or verification. It also appeared that Commissioners were also 
not exercising proper control in the matter. 

191. Viewing the indifferences of the field officers in Ithis regard 
with the "gravest concern", the Board felt that the delay in issuing 
refunds not only involved payment of inlterest but also lowered the 
image of the department in the eyes of the public. 

192. The Board, therefore requested the Commission on 6-4-1978 
to take Ithe following steps:-

"(i) It should be ensured that above instructions are strictly 
followed in your charge. 

(ii) The LA.Cs. may be asked to furnish a quarterly report to 
you for the quarters ending 30th June, 30th September, 
31st December and 31st March, by the end of the mon1th 
following the quarter certifyin·g that they have checked 
up the position and that all refunds which fell due as a 
result of assessments, rectification, revision or appellate 
order, in the quarter have been issued. A list of refunds 
which could not be issued should be enclosed to Ithe report 
giving reasons as to why the refunds could not be issued. 

(iii) It may again be brought to the notice of the officerslofficial 
thalt disciplinary action would be taken against the per-
sons concerned if the refund are not issued within seven 
days of the passing of the order. This should be followed 
up by diSCiplinary action in suitable cases. Failure td 
take disciplinary action in suitable cases will be taken as 
an administrative lapse on the part of the L.A.C. and 
C.I.T. 

(iv) All refunds which had become due upto 3]st March, 1978 
should be issued by 10th May, 1978. The I.A.Cs. should 
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inspect all the circles/wards before 25th May, 1978 and 
ascertain that refunds have been issued in all cases. In 
cases where these have not been issued except for valid 
reasons, they should take necessary action against the 
defaulting official concerned. A compliance report may be 
sent to the Board by 31st May, 1978 positively. 

193. The Committee desired to know if their had been any cases 
where amount of refund was paid to assessees without paying the 
interest thereon at the prescribed rate. In reply, the Department 
of Revenue have stated: 

(i) Interest is payable in respect of refunds if they are not 
paid within the prescribed time provided in the Income-
tax Act, 1961. 'Since interest on delayed refunds is statu-
torily provided for, the, refundees have a right to ask 
the Income-tax Officers for the payment of interest if 
such refunds are paid after the prescribed time. No sta-
tistics are being maintained in respect of such cases 
where interest, though due, was not paid. The informa-
tion in this regard will have to be collected from the 
field. However, its compilation will ta ~ considerable 
time and would require deployment of a large number 
of the working staff. In v:ew of this, it is requested that 
the P.A.C. may be re est~ not to insist for the infor-
mation." 

(ii) The refund applications are filed along with the Income-
tax Return for the relevant assessment year. Before 
the refunds are granted, the relevant assessments have 
to be completed within the time limit prescribed under 
section 153(1) of the Income-tax Act 1961, according to 
whi.ch no order of assessment shall be made under sec-
tions 143 or 144 at any time after the expiry of two years 
from the end of the assessment year in which the income 
is fi'l'st assessable or within the expiry of one year from 
the date of filing of the return whichever is later. How-
ever, Board has issued instructions that refund applica-
tions should be d:sposed of expeditiously. 

(iii) In respect of refund applications, interest is payable in 
accordance with the provisions of section 243 depending 
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upon the nature of the claim. The provisions of section 
243 are as under:-

"243. (1) If the Income-tax Officer doei' :lot grant the re-
fund-

(a) in any case where the total income of the assessee 
does not consist soletly of income from interest on se-
curities or d:y'.dends, within three months from the 
end of the month in which the total income is deter-
mined under this Act, and 

(b) in any other case, within three months from the ~d 
of the month in which the claim for orefund is made 
under this Chapter. 

The Central Government shall pay the assessee simplE!! 
interest at twelve per cent per annum on the amQunt di-
rected to be refunded from tha date immediately following 
the expiry of the period of three months afaresaid to the 
date of the order granting the refund. 

194. 4,354 refund applications were pending with Income-tax 
authorities as on 31.3.1977 (vide page 24 of 1976-77 Audit Report). 
The Committee referred to complaints of inordinate delays on the 
part of Income-tax officials to pay refunds to assessees and anquired 
whether any steps had been taken to check such delays. The repre-
sentatives of the Department replied in evidence: 

"For refunds a limit has been fixed. They must be issued to 
the tax-payer within two weeks of the order and where 
cases o~ to the notice of the Commissioners, our ins-
tructions are that action should be taken against those 
who are responsible for the delay. •  •  • lit is a fact that 
refunds are delayed. You have mentioned it and we are 
also aware of it." 

195. The witness added that when payment of 'refunds is delayed, 
interest at 12 per cent is given on that. 

196. Explaining the position further, the representativa of the 
Department said:-

"A refund is to be given I\S soon as it is due. If it is not 
given within the time laid down in the law interest of 
12 per ~t is payable. However section 241 in the In-
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come-tax Act gives the power to the ITO to withhold the 
refund which is otherwise due to the assessee where there 
is an appe,al pending or where there is any other proceed-
ing pending under the law. The ITO with the approval 
of the Commissioner has the power to withhold the re-
fund and if subsequently a fresh demand is raised, it is 
my understanding tha,t under Section 245 t ~ ITO can 
adjust that refund which has become due earlier against 
such demand. Supposing the refund has become due in 
April, 1975 at that time, no demand is outstanding against 
the assessee. Therefore, the first duty of the ITO is to 
give the actual refund. Alterna,tively, he has also the 
power to withhold that refund if any other proceedings 
under the Income-tax Act is pending against the ass~ee." 

197. The Working Group of the Administrative Reforms Com-
mission (January 1068) had stated that "An idea of the dimensions 
of the problem (of black money) can be had if we look into the 
figures of concealed income detected by and disclosed to the Depart-
ment during the past two decades." The Group recalled that 
Income-tax Investigation Commission which investigated the con-
cealed income of the years UNO to 1946 had, ia ;respect of the cases 
referred to it, found out a concealment of Rs. 48 crores on which tax 
evaded was Rs. 30 crores. Under the Voluntary Disclosure Scheme 
of 1951, Rs. 70 crores were further disclosed by tbe assessees 
(20,912) and they paid tax and penalty of Rs. 11 crores. These figures 
by themselves give a total concealed income of Bs. 118 crores 
and evaded tax of Rs. 41 crores for a period of about 11 years (IHO 
to 1961). In the years 1963-64 to 1966-67, a total amount of Rs. 80.76 
crores of concealed income was detected by the Department on 
which total tax and penalty amounted to Rs. 30.44 crores. The 
working Group on Central Direct Taxes Administration (January 
1968) had pointed out that these figures indicated that tax evasion 
is a '(perennial problem" and that it has to be fought by spotting' 
out the sectors where this evasion is concentrated. The Committee 
have been informed by Government that "while it was not possible 
to give any precise estimate of black money in circulation, it could 
be safely stated that the extent of such money is very larar~.'; 

According to Government. the concealed money detected by the 
IDeome-tax Department, "represented only the tip of ice-berg." The 
Committee need Dot dilate upon the devastating role of Wack money 
In the f I)untry's economy nor does the need of a concerted action to 
~ontala its growth requires any emphasis from the Committee. The 
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Committee are greatly disappointed to observe that despite the 
appointment of many committees and working groups to study the 
problem of black money and suggest measures to contain, it, and the 
steps taken by the Government in pursuance of the recolDlDmlda-
tions of those committees etc., the problem has, instead of showing 
ally improvement, shown signs of escalation to very serious proper-
tions." The Committee strongly recommend that Government 
should evolve a concrete plan of action on urgent basis to contain 
the growth of black money. 

198. The Committee would like to invite attention of Govern-
ment to the fact that as far as back as 1967·68 the Public AccoUDts 
Committee had, in their 17th Report (4 LS) after referring to the 
fact that the rates of taxation on Corporate as well as non-corporate 
income in India WertI!' generally higher than in foreign countries, 
opined that "the Committee do not think that, in their eft'ort to 
raise adequate resources for developmental purposes, Government 
are justified in creating a situation where partly, as a result of ex-
cessive rates of taxation large amoWJJts of unaccomlted money are 
found floating and the entire economic atmosphere gets vitiated and 
in the process the growth in the rate. of collection of Direct Taxes is 
adversely affected." The Committee had also expressed the feelinl!# 
that the present system of levy of taxes was '(onerous and compli-
cated" and that the collection of taxes has not been efficient. Other. 
wise there would, the Committee had pointed out, be no need to in-
troduce Voluntary Disclosure Schemes. The Committee had, there-
fore, strongly urged that "the entire tax strtllCture of the countrY 
should be critically examined in the light of the evils that have re-
sulted from the present excessive rates of taxation and that the prac-
tice of advanced countries should be followed in order to avoid fur-
ther provocation and temptation to assessees to evade their obliga-
tions to the public exchequer." In 1977, Government set up a Com-
mittee of Experts known as the Direct Tax Laws Committee 
(Chobi Committee) to recolllDleDd measures to simplify and ration-
alise the direct tax laws with a view to making them readily com-
prehensible to tax payers, redUiCing litigation and thus subserving 
the interests of the national economy. The Report of Choksi Com-
mittee has been lIubmitted to Government in October, 1978. The 
Committee observe that despite the recommendations of the Public 
Accounts Committee in their earlier reports caUtioning the Govern-
ment against the high rates of taxation, the budgetary policy of the 
Government bas, since last year, shown a reverse trend. It is known 
fact that during 1974 when the maximum rate of income4ax was 
reduced., the proposed revenue in that year went up by about 
Rs. 200 crores. Similarly, in 1976, when the maximum rate was 
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further reduced, the proposed revenue went up further by about 
Its. 240 crores. The Committee have also observed that BIter the in-
crease in the maximum rate of income-tax in the Budget for 1978-79, 
the revenue yield during that year was ,comparatively less. The 
results of the budgetary proposals for a further increase in the 
maximum rate 0'1 income-tax during 1979-80 are hardly likely to be 
any different. The recommendations of the Public Accounts Com-
mittee regarding lowering of the maximum rate of income tax were 
supported by the committees appointed by the Government, such as 
the Direct Taxes Enquiry Committee (Wanchoo Committee) and the 
Direct Tax Laws Committee (Choksi Committee). The Conunittee 
hope that the Government would take note of tbis trend in the col-
lection of revenue directly resulting from the taxation policy of Gov-
ernment and re-apprise the taxation policy in the light of the 
aforesaid recommendations of the Public Accounts Committee and 
other committees appointed by Government in the past. They would 
like to be apprised, of the action taken by Government on each of 
the recommendation of the Choksi Committee. 

199. In paragraph 2.28 of its Report. (December 1971), the Direct 
Taxes Enquiry Committee (Wanchoo Committee) had pointed out 
that the total income disclosed in all the three Voluntary Disclosure 
Schemes put together was a mere Rs. 267 crores. Total tax yield 
thereon was stated to be Rs. 61.23 crores. In paragraph 2.31' of their 
Report, the Wanchoo Committee had strongly opposed the idea of 
the introduction of any general scheJl'!e of disclosure of concealed 
income ,either nOW or in the future" because they were convinced 
that "any more disclosure schem.es would not only fail to achieve 
the intended purpose of unearthing black money but would have 
deleterious effect on the level of compliance among the tax paying 
public and on the morale of the admlnistration, Government decided 
to accept this recommendation. Earlier, the Publie Accounts Com· 
mittee too had felt that these schemes had not gone far In achtevm« 
the object;ves and had, in paragraph 1.69 of their 17tll Report (Fourth 
Lok Sabha), recommended that "while adopting adequate adminis-
trative safeguards to arrest tax evasion, it would be well worthwhile 
to adopt measures which will make evasion unrewarding and unat-
tractive." That, the Committee pointed out "would be to forestall the 
malady rather than to allow the malignancy of evaslon to grow and 
seek its cure by voluntary disclosure schemes". These recommenda-
tions were either 'noted' or 'accepted' by the Governl1lent. In spite of 
G<)vemment noting or accepting the PAC's recommendations new 
scheme of Voluntary Disclosure of Income and Wealth was .. aunch-
ed by Government by promulgating a Presidential Or-dinance on 
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8 October, 1975 with the twin objectives to "offer an opportunity to 
persons who had evaded tax in the past to declare their undisclosed 
income and wealth, pay tax thereoa on a reasonable _ basis and re-
turn to the path of rectitude" and to secure "channelisation of black 
money seereted by tax evaders into productive fields in the overall 
interest of the economy". The Committee have been informed by 

the Ministry of Finance that the considerations which weighed with 
Government in introducing the Voluntary Disclosure of Income and 
Wealth Scheme, 1975 were (i) the instrument of searches cannot, 
by itself, be effective in dealing with the problem of black money, 
(ii) cases unearthed as a result of searches had to be processed ac-
cording to various assessment and appellate procedures which are 
time consuming and often involve prolong.ed litigation, (iii) tempo 
of searches cannot be kept up inde init~  as this puts very severe 
strain on tax administration resulting in neglect of other important 
work. The Taxation Laws (Amendment) Act 1975, conferred wider 
powers on the Department to conduct searches and seizures. Punish-
ment for tax offences was made more stringent. The Finance 
Secretary stated during evidence that "circumstances were thus pro-
pituous for the introduction of voluntary disclosure scheme." Gov-
ernment have, however, admitted that they "have no means of 
evaluating the extent to which Voluntary Disclosure Schemes of 
1951  1965 and 1975 have served to mop up black money." The 
~ommittee are dismayed that the problem of black money in the 
country has not beel! tackled effectively. They recommend that 
Government should take suitaMe drastic meas r~s to tone up Direct 
Tax Administration rather than lean on schemes of voluntary dis-
closure which are of dubious value to revenue while they have a 
distinct demoralising eflect on the on~t tax-payer. 

200. The Committee note that a study of the declarations u\s 
3(1) of the Voluntary Disclosure of Income and Wealth Ordinance 
1975 was made by the Directorate of Inspection (Research Statistics 
and Publicatiotrs) in March 1977. The conclusions which have emer-
ged from that study provide an insight as to how different sections 
of society had responded to the 1975 scheme. The study has re-
vealed that nearly half the declarations of Income u/s 3(1) come from 
persons not assessed earlier. However their (1,17,357) contribution 
to the amount disclosed was only 39.3 per cent and the tax payable 
about 34.7 per cent indicating that the declarations fell mostly in the 
lower income ranges. 49.2 per cent of the dec:arants who were not 
assegsed earlier consisted of ladies and minors. Their proportion 
was the highest in the lowest range and lower in the high income 
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range. Out of a total of 1,17,357 declaratiooa made by pel'8OllS DOt 
assessed earlier, 1,14,552 declarations show income below R&.. 51,881. 

2226 show income between Rs. 50,001 and Rs. 1 lakh and 597 show 
income exceeding Rs. 1 lakh. Declaration. of Income was to be made 

under Section 3(1), disclosure of income in cases of search and sei-
zure under Section 14(1) and declaration of wealth under Seetioa 
15(1). The Committee have been iDformed by the Department of Re-
venue that total income/wealth disclosed all over India except Bom-
bay city and Delhi (Central charges) under Sections 3(1), 14(1) and 

15(1) was Rs. 46.67 crores and B.s. 706.39 crores r4!l.ipectively. The 
Department had circulated a list of 74 big industrial. houses. Reports 
received in this regard from the CollllIl.ibioners have ShoWll that 37 
declarations made by big industrial houses under ~tions 3(1), 24 

under Section 14(1) and 34 under SeetioD 15(1)' bad di.selosed income/ 
wealth of Rs. 86.18 lakbs, as. 61.90 l~ s and as. 668.36 lakbs res-
pectively. Viewed against the total amount of income\wealth dis-
closed under the Scheme, the disclosures made by big industrial 
houses (vide para S5A) are wGelfully low, thus indicating that big 
industrial houses had failed to respond even to the voluntary Dis-
closure Scheme in fair measure. 

201. The Committee also understand that in Bombay, only 5 
Architects, 12 Engineers, 36 Lawyers, 64 film artists and 278 doctors 
had filed declarations under section 3(1) of the Voluntary Disclosure 

Scheme, 1975 disclosing an income of only Rs. 2.74 crores. On the 
basis of these facts, the Committee cannot but conclude that the 
Voluntary Disclosure Scheme 1975 had woefuily failed to attract bia 
industrial houses and even professionals, who are in hi,h income 

brackets 

202. Though a declaration in respect of income or wealth detected 
as a result of a search can hardly be regarded as a disclosure and 
that too a voluntary one, yet the Voluntary Disclosure Scheme of 
1975 provided that a declaration in respect of any income relating to 
previous year in which search was made or any earlier year could 
be made u/s 14(.1) where any books of accounts, other documents, 
money or bullion, or other valuable articles or things belonging to a 
person had been seized as a result of a search uJs Section 132 of the 
Income Tax Act or Semon 37A of the Wealth Tax Act. 

Calling this extraordinary provision of the o~ ntar  Disclosure 
Scheme 1975. as a sort of an "amnesty before a blitzkreig", the repre-
sentative of the Department of Revenue said "the father of the idea 
is not available from the record's. .  . .. We found a o ndlin~ at 
OUr door". 
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The COJ ~i tt~ c .... ot but ",iew with grave concern the fact that 
iinst~~ of a.J9wirJg t~ law to take its COUI'Se against tax evaders 
whose income/wealth had already beeD deteded as a result of search-
-es conducted. before the introduction of this scheme, provision was 
macle in Sei£tion I, of tile Scheme which accommodated ,such tax 
~ a4o 1l's to ~dl ~ extent tllat they not only escaped from the follow 
. up action of ~aJ' es and seizures cODducted but even availed them-
selves of t~ beltJe1its of tlae Sc:heme. This provision was clearly de-
,4-imeJltal to u.e interests of revenue. 
203. l)~t has perturbed the CODlmi~tee more is that t~atin  of 

'one Voluntary Disclosure Scheme after . .C)~er has helped in the 
,«:reation of a class of tax evaders who not only kept on concealing 
tht!lir income and e~Jt  ~ had bee" taking advaqtage of immuni-
ties and concessions ~ aila le in these S ~Il 'S. The nQDlber of 
such tax eva,cfers is pot small. In fact, the rep,r.ntatll'e of the De-
artmen~ of Revenue inforrp.ed the CODUl)4tee cluring evidence that 
. .8 test check made by them had re.vealed that tla large lJ1Wlber of people 
had availed themselves of both the 1965 Scheme and the 1915 Scheme." 
In the circumstan.ces, the Committee feel that a far more prudent 
'CourSe for Government would have been to provide in the 1975 
'Scheme of Voluntary Dis.clos1ll'e that a perlJon who had already made 
a disclosure of his income and wealth under any earlier scheme of 
Voluntary Disclosure will not be eligible to m~e a declaration. 

204. The Committee note that copies of declarations made under 
'Section 3(1) of the Volq.ntary Disclosure Schemes, 1,75 involving 
income exceeding Rs. 50,000 were made available to the officers deal-
ing with or having jurisdiction over the income-tax or wealth-tax 
'ass~ssments of the dedarants. Income tax officers were aslc.ed to en-
sure that new asseS8-e>es were brought on the Income-tax registers 
and the current mlJrket value of assets disclosed by thr. declarants 
was takeDinto consideration for 1976-71 8.Q.d suUsequent years. Clad-
'ficationsiinstrllctions are also stated to have been issued from time 
to time pointing out that the income-tax authorities were not debarred 
trom enquiring brio the sources of fund's invested or disclosed under 
section 15(1) and that acceptance of a disclosure made by declarants 
under Section 3(1) did not preclude appropriate action against any 
other party if it was found that tbe dedarant has merely lent his 
name to the party for his in,::ome and/or assets. Important declara-
tion under Section 3(1) as well as 15(1) were subjected to interD~l 
-audit scrutiny in 1977-78. Since the Voluntary Disclosure Scheme. 
1975 bac! ~erat~ b.i¥h hopes that tax enders would realise their 
~i ie responsibility aU l1!turll to th, patb ot reetitude. the Com-
:215 LS-9 
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mittee trust that Government would keep an eye.· on the future 
assessments of these declarants to see whether this hope had really-
materialised and if SO to what extent. 

205. Audit Paragraph has pointed out the case of a registered 
firm where declaration filed on 29-12-75 disclosing a concealed in-
come of Rs. 20.68 lakhs was accepted even though the I.T.O. had 
already issued notices to the assessee under Seetion 148 of the Act 
on 15-11-75 and 17-11-75. In their reply to Audit, the Department 
has contended that as the notices in this case were served on the 
assessee firm after commencement of the scheme, it could make de-
clarations under Section 3(1) for these assessment years. The Com-
mittee feel that since the taxable income of the assessee was al-
ready known to the Department for which notice was served on 
him, his declaration under the Scheme could not be deemed as 
"Voluntary disclosure". If a declaration made under these circum-
stances was not vitiated and was held valid, it defeats the very pur-
pose of the Scheme itself. 

206. The Committee note that while passing an order under sec-
tion 132(5) of the Income-tax Act, 1961 in a case in Madhya Pradesh 
where Cash amounting to Rs. 2.72 lakns was seized in February 
1974 from one of searched premises of an assessee, the Income-tax 
officer determined the income from undisclosed sources at Rs. 2.86 
lakhs and the amount of tax payable thereon as Rs. 2.36 lakhs. In 
pursuance of this Notice, the assessee filed (March 1974) revised 
returns of income including therein the aforesaid undisclosed 
income. Later, the assessee filed declarations on 31-12-75 under the 
Voluntary Disclosure Scheme, 1975. The declarations are open to 
question because these were in respect of income which was already-
known to the Department. Audit have pointed out that incorrect 
acceptance of these declarations has resulted in abandonment of tax 
of Rs. 1.92 lakhs, interest of Rs. 7,990 and penalty of Rs. f.58 lakhs 
(total Rs 458 lakhs). 

The Committee have been informed that this case is being fur-· 
ther examined. The Committee would like to be apprised of the-
outcome. 

The Committee would also like to know whether there are any 
more cases of this type meriting reconsideration and, if so, whether:-
suitable action has been initiated in all such case!ll. 

207. The Committee are unable to attept the claim of Government 
that the total amount of wealth disclosed under the Voluntary Dis-
closure Scheme of 1975 amounted to Rs. 841.72 crores. As polntecl 
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out in the Audit paragraph, "in returning the amount of net wealtho 
declared the amount disclosed in a declaration against different as-' 
sessment years was multiplied by the number of assessment ears.'~ 

The representative of the Department of Revenue also conceded in 
evidence that "~t al addition to economy or net wealth is not 
Rs. 841 crores but it may be of the order of Rs. 200 crores". Though 
the Committee were assured in evidence that "there was no inten--
tion to misdirect or misinform, the Committee are unable to disper 
their suspicion that a deliberate attempt was made to magnify the-
achievements of this scheme nearly four times and thereby mislead 
Parliament and the P;eople. The Committee recommend that an 
independent enquiry should be conducted to fix responsibility for 
this wilful distortion of facts." 

208. Apa.rt from introduction of Voluntary Disclosure Scheme-. 
Government had launched special squad surveySi in Metropolitan 
and other big cities for effectively countering tax evasion. Report' 
received by the Department from the Commissioners in August-?", 
October, 1978 show that i~ the first phase of such surveys conducted 
from July to September, 1975, 5218 prem.lses of 5,362 asses sees were' 
surveyed revealing an estimated undisclosed investment/under-
valuation of &S. 2,985 lakhs on which extra tax of Rs. 50.28 lakhs 
and penalty of Rs. 0.51 lakh were levied up to 31-3-78. As against 
this, the aforesaid Report indicate that surveys conducted in the 
second phase from June 1976 to 24 December, 1976, ~ ered 3,76% 
premises revealing an estima,ted undisclosed investments or under-
valuation of &S. 4032.14 lakhs. The Committee feel that if the work 
of general survey is taken up on continuing basis and earnestly, the-
need for organising special squad surveys may not arise. 

The Committee, however, regret to note that in recent years the' 
number of effective cases out of those reported on the basis of survey 
of newly constructed properties and other p'remises has ,gone down. 
Out of 60,259 cases reported in 1974-75, 2,260 company cases and' 
47,197 other cases were effective. In 1977-78, out of 39,192 cases' 
reported, only 278 company cases and 26,215 other cases were effec-
tive. The Committee recommend that causes of this downward' 
trend may be analysed and effective steps taken to arrest it. 

209. The Committee have been assured that "it is the aim of th.,. 
Department to survey one and all the localities over a period of" 
five years ending with March, 1981. The Commiuion are stated to-
have been advised to take stock oC the survey operations and arran~ 
this programme accordingly. In this connection the Committee re-
call that various aspects of survey work wet"e also discussed at the-
last Conference of the Commissioners of Income-tax held at New 
last Conference of the Commissioners of Income-tax held at New 
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:'Delhi in May 1978. The Conference had stressed the need to deploy 
adequate number of inspectors for outdoor survey, and maintained in 
each charge a premises-wise Directory of Assessees. It was also 
tlecided that a complete list of houses should be oWained from the 
municipalities in order to che£k that no premises were left out. 
The Committee would like to be apprised of the progress made 
\ in this direction. 

210. '(he Committee note that special squa4 survey had disclosed 
:a number of eases where unaccounted investment in costly and 
luxurious construction, decorauon or onaamentaf fittings, fixtures, 
:furnishings and modem gadgets were noticed. The Committee 
understand that the question whether air-conditioners, geysers and 
-4lther fixtures which cannot be moved about from place to place and 
'from room to room by hand come within the ambit of Section 5(1) 
(viii) of the Wealth-tax Act or not is under consideration in the 
~entl'al Board of Direct Taxes.. The Committee would like an early 
-.liecisioR being taken ill this matter. 

211. The Committee fiad that under the rn om~ta  Act, 1961, a 
firm and itll partners are separate 'Persons'. In the case of Volun-
tary Disclosure Scheme, 1975, however the Central Board of Direct 
'Taxes issued a circular on 25-10-1975 to the effect that where a firm 
had concealed any income, the declaration would be filed by the 
firm and the partners of the firm need not make separate declara-
tions. Audit have pointed out that in 380 of these cases in Andhra 
rradesh and Tamil Nadu charges. the additional taxes recoverable 
from the pa.rtners would be Rs. 34),39,130, The representative of the 
Department pleacled during evidence that (i) under an explanation 
inserted in the Ordinance in November, 1975, the interest of the 
Jlartner in the firm to the extent of his undisclosed share is not 
taken into account eV,en for wealth-tax purposes; (ii) it could not 
ltave been the intention that if the firm declares more than Rs, 2 
I8khs, the p'artners a'l'" the firm together shared more tax than the 
. income of the finn; Ciii) a partner is not liable for penalty on the 
income concealed by R finn, and (iv) what is not includable in the 
'income of a firm canQot be included in the partner's assessment 
especially when a finn is subjected to tax at a block rate on the rull 
income it declares. 

As far as the Committee can see, this question was one of inter-
·pretation of law. Moreover it had revenue implications too. The 
"Committee. therefore. feel thnt this was a fit case in which opinion 
.of the Ministry of Law should have been obtained before t~e afore-
~aid InstructiOlll of the Board dated the 25 October 1!l15 were iss e~ 



127 

212. Yet anether matter of concern to the Committee is that de;-
darations of eveR tbose persons whe f.iIed to mVelt 5 per eent ef the-
disclosed income in notified Government UIl:urities wlthia the 
statutory limit of 30 days frem tile date of making the declarati_ .... 
stipulated in Section 5(4) of the scheme were accepted. A circular 
is~ ed by the Central 80ard M Direct Taxes on 15-10-1975 matle it 
clear that investment will have to be ma4e ill .U cases within 3a-
days from the elate of making the deelaratioa and that no relaxation: 
in this behalf will be permitted. In reply to Unstarred Questioa' 
No. 1092, the then Deputy Minister in tile Ministry of Finance o. 
23-1-1976 informed the Lok Sabha inteT-alia that "under Sed_ 
5(4) of the said Ordinan ~  investment in these Bonds is to be made 
a dedarant within 30 days from fhe 4ftte 88 I1~  ~lar.tion is 
made". But when a qtJeStion was posed by some Commissioners that 
if the investment was made in approved Government securities. 
after the lapse of 38 days from the date Of declaration or the-pay-' 
1fteht of tax 'Was lna4e beyond the time allowed, wO:Jld it invalidate' 
the deelaration or !lot. in reply. the Board issued instructions Iiv 
their Cil'C1tlar elated ]0-%-1976 tbat such a declaratlon would not r;e.~ 

InveHdated. 'nte CMllmittee have been infonned that FinaDce' 
I ~~'sa. )t1'0.81 fot tire issue of thetlc instruct'ons was not obtaine(f: 
as "it .as not considered necessary". What i§ even more s r ris ~ 

is tbm though the question was apparently one of the interpreta-
tion of law, t ~ Board did not seek the advice of the Ministry of 
Law before the issue of the circular dated 10-2-1976. It was only 
subsequently that legal implications of thi§ matter were examined 
in consultation with tbe Ministry of Law, Justice and Company 
Affairs. 

Giving his opinion on the question, the Law Secretary stated that. 
Section 8 of the Voluntary Disclosure of Income and Wealth Act •. 
1976 "does not state that the payment (of tax) sbould be made or 
tbe investments made within the time limit fixed for that purpose' 
under Section 5. A payment does not cease to be a payment merely 
because it is beyond the time. The position is the same with re-
gard to investment." In regard to this question, during evidence 
the representative of the Department of Revenue stated: "Unfol"-' 
tunate'y either tbe Act itself has left a lacuna, or this h the deli-
berate intention and deliberate decision of the le~slat re". It is. 
difficult to understand how this lacUDa was allowed to remain itli 
the Act which defeated the very spirit of the Scheme. 

213. 'the Committee note the Government's gesture in issuing 
orders in January, 1976 for payment of one month's pay as rewanl' 
to income tax penon tiel in *ppteelatlon of tbe meritorious work',: 
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"taled'to have been done by them for the success of the Voluntary 
Disclosure of income and Wealth Scheme of 1975, the Committee 
.also note that the reward was granted even to those ca.tegories of 
personnel who were not even remotely concerned with the imple-
~entat~on of this scheme as. for example, the Directorate of Inspec-
,tlon, Directorate of O&M Services, and the Indian Revenue Service 
.(Direct Taxes) Staff college, Nagpur, Regional Training Institutes 
.at Calcutta, Bombay, Bangalore and Ludmow and Hindi officers. 
According to the Report of the Comptroller and Auditor General of 
.India for the year 1976-77, Uni'On Government (Civil)' the total 
..amount of reward granted is Rs. 1.46 crores. The Committee fail 
.to appreciate the rationale of the reward scheme and particularly 
·nf the decision to reward even those who were not connected with 
:the working of the Voluntary Disclosure Scheme of 1975." 

214. The Committee were assured during evidence that the De-
partment maintained a list of suspect officers. If an officer's honesty 
'was open to qnestion, he was, it was stated, not p'Osted to circles 
where he was open to temptation. One of the ,functions of the 
Director of Inspection was to keep a watch over the conduct of 

.officers. The scrutiny was stated to be tighter in the Income-tax 
Department because of the sensitive natW'e of the work they had 

·to handle. The Committee, however, find that despite tlis e'aborr te 
.mechanism to check corruption, cases of corruption continue to occur. 
'1:n one such case, the Income-tax Officer who had made tax assess-
:mcnt of a firm belonging to a particular Group resigned his post 
and was rewarded by the same Group with a post carrying much 
'higher salary. The Conupittee have been informed that enquiries 
in this particuJar case are still in progress. The Committee have no 
Goubt that deterrent action will be taken in this case against delin-
«Juent officers of whatever level, so as to serve as a warning to others. 
"Meanwhile the Committee would like to be apprised whether the 
t'eport of the cases has since been sent to the CBI and o,f the prog-
ress of the case against the delinquent official. They further recom-
mend that the Department should keep a watch on all officers in 
whose jurisdiction cases of evasion are found to be a.ppreciably 
large. 

2.15. The Committee find that challans of payments made by the 
.c1ec1arants under the Voluntary Disclosure Scheme. 1975 were not 
entered in the Registers of the Department with the result that it 
was difficult to ascertain whether as stipulated in the Scheme the de-
darant had made the payment of tax and interest thereon, if any, 
by the specified date. While agreeing that "delays in posting of 
challans in departmental registers result in aveidable harassment to 
.assessees", the Central Board of Direct Taxes has stated that Itthey 
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110 not necessarily give rise to corruption in all cases." The Board is 
:stated to have issued instructions on 16-5-1978 urging the Commis-
'Sioners to eDSure that "chalIan counterfoils for the payments made 
upto March 1978 were entered in the Demand and Collection Regis-
ters by 30-6-1978". The Committee would like to be assured that the 
Tequisite entries have been made in the Demand and Collection 
Register. 

NEW DELHI; 

April 2, 1979. 
----Chaitral3, 1901 (S). 

P. V. NARASIMHA RAO, 
Chairman, 

Public Accounts Committee. 
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EXTRAORDINARY 

PART D-Section 1 

PUBLISHED BY AUTHORITY 

., 

Separate paging is given to this Part in order that it may be filed. 
as a separate compilation. 

MINISTRY OF LAW, JUSTICE AND COMPANY AFFAIRS 

(Legislative Department) 

New Delhi, the 8th October, 1975/ Asvina 16, 1897 (Saka) 

THE VOLUNTARY DISCLOSURE, OF INCOME AND 
WEALTH ORDINANCE, 1975 

No. 15 of 1975 

Promulgated by the President in the Twenty-sixth Year of the 
RepUblic of India. 

An Ordinance to provide for voluntary disclosure of income and 
wealth and for matters connected therewith or incidental there-
to. 

Whereas Parliament is not in session and the President is satisfied 
that circumstances exist which render it necessary for him to take 
immediate action; 

Now, therefore, in exercise of the powers conferred by clause (1) 
of article 123 of the Constitution. the President is pleased to pro-
mulgate the following Ordinance:-

1. (1) This Ordinance may be called the Volunta!"y Disclosure of" 
Income and Wealth Ordinance, 1975. 

(2) It extends to the whole of India. 

(3) It shall come into force at once. 
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2. In this Ordinance; unfess: the context otherwise ra ire~

(a) (1) "Income4ax Act" means the Income-tax Act, 1961; 

(ii) "Wealth-tax Act" means the Wealth-tax. Act, 1957; 

(h) all other-words lind expressions used in this Ordinance-
but not defihett IHld defined in the In om~ta  Act shall 
have the. meanings respectively assigned to them in that 
Act. 

3. (1) Subject to the provisions of this Ordinance, where any 
persOl'l makes, on Ol' after the date of commencement. Qf this Ordi-
nance but before the 1st day of January, 1976', a declaration in ac-
cordance with the provisions of section 4 in respect of any inc)me-
chargeable to tax under the Indian Income-tax Act, 1922 OT the In-
come-tax Act for any assessmefit year-

(a) for which he has failed to furnish a returil nd~ section 
139 of the Income-tax Act, or 

(b) which he has failed to disclose in a return of income fur-
nished by him under the Intome-tax Act befote the date-
of commencement of this  Ordinance, or 

(c) which has escaped assessment by teason of the omission 
c:Jr failure on the part of stich person to make a retu'rn 
under either of the said Acts or to disclose fully and· truly-
all material faets necessary for his assessment or other-
wise, 

then, notwithstanding anything contained in the said Acts or in any 
Finance Act, income-tax shan be charged in respect of the income s~ 
declared (stich income hereinafter referred to as the voluntaTily dilf-
closed income) at the rate or rates specified in the SchMule to this 
Ordinance. 

(2) Nothing contained in sub-section (1) shall apply in rdation 
to-

(i) the income assessable for any assenment yeaT for which 
a notice under section 139 or section 148 of the Income-tax 
Act has been served upon such person and the return hw;; 
not been furnished before the commencement of this 
Ordinance; 

(ii) where any books of account, other dbc1iments, money, 
bullion, jewellery or other valuable articles or things be-
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lcmging to the person making the declaration under sub-
section (1) (hereafter in this section, in sections 4 to 13 
and in the Schedule to this Ordinance referred. to ,as the 
declarant) have been seized as a result of any search under 

'section 132 of the Income-tax Act or under section37A of 
the Wealth-tax Act, the income in respect of the previous 
year in which such search was made' Or any earlier 
previous year. 

(3) In addition to the amount of income-tax to be paid under sub-
section (1), the declarant shall invest a sum equal to five per cent. of 
the amount of the voluntarily disclosed income in such securities as 
the Central Government may notify in this behalf in the Official 
'Gazette. 

4. (1) The declaration under sub-section (1) of section 3 shall be 
made to the Commissioner and shall be in such form and shall be 
verified ~n such manner as may be prescribed by rules made by the 
Board. 

(2) The declaration shan be signed-

(a) where the declarant is an individual, by the individual 
himself; where such individual is absent from India, by 
the individual concerned or by some person duly authoris-
ed by him in th's behalf; and where the individual is 
mentally incapacitated from attending to his affairs, by his 
guardian or by any other person competent to act on his 
behalf; " / " 'I ~ ~- ~I" 

I 

(b) where the declarant is a Hindu undivided family. by the 
kaTta, and where the karta is absent - from India or is 
mentally incapacitated from attending to his affai'l's, by 
any other adult member of such family; 

'(c) where the declarant is a company, by the managing direc-
tor thereof, or where fO'!' any unavoidable reason such 
managing director is not able to sign the declaration or 
where there is no managing director, by any di'l'ector 
thereof; 

'(d) where the declarant is a firm, by the managing partner 
thereof, or where for any unavoidable reason such manag-
ing partner is not able to sign the declarqtion, or where 
there is no managing partner as such, by any partner 
"thereof, not being a minor; 
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(e) where the declarant is any other association, by any mem-
ber of the association or the principal officer thE!reof; and 

(f) where the declarant is any other person, by that pe1"son or 
. by some person competent to act on his behalf. 

(3) Any person who has made a declaration unde£, s!lb-section (1) 
of section 3 in respect of his income, or as a represenlative assessee 
in 'respect of the income of any other person, shall not be entitled to 
make any other declaration under that sub-section in respect of his 
income or, as the case may be, the income of such other person, and 
any such other declaration, if made, shall be deemed to be void. 

5. (1) Subject to the provisions of sub-section (2), the income-tax 
payable under this Ordinance in 'respect of the voluntarily disclosed 
income shall be paid by the declarant before makiflg the declaration 
and the declaration shall be accompanied by proof of payment of 
such tax... .''t 4 • 

(2) If the Commissioner is satisfied, on an application made in this 
behalf by the declarant, that the declarant is unable, for good and 
sufficient reasons, to pay the full amount of income-tax in 'respect of 
the voluntarily disclosed income in accordance with sub-section (1), 
he may extend the time for payment of the amount which remains 
unpaid or allow payment thereof by instalments if the declarant fur-
nishes adequate security for the payment thereof; so, howeve'l", that 
an amount which is not less than one-half of the amount of income-
-tax payable in respect of the voluntarily disclosed income shall be 
paid on or before the 31st day of March, 1976 and the remainder, if 
any, on or before the 31st day of Ma'rch, 1977. 

(3) A declarant shall not be considered to have furnished ade-
quate security for the purposes of sub-section (2), unless--

(i) at least one-half of the unpaid amount is guaranteed by a 
scheduled bank or secured by an assignment made by the 
declarant in favouor of the President of India of any security 
of the Central or a State Government; and 

(ii) in respect of the remainder, if any, the declarant furnishes 
security in such form and in such manner as the Com-
missioner may, in his discretion, direct. 

Explanation.-For the purposes of this sub-section,-

(a) where an assignment of Government securities is made in 
favour of the President of India, the amount covered by 
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such assignment 'shall be the market value of the securities. 
on the date of the assignment; 

(b) "scheduled bank" means the State Bank of India consti-
tuted under the State Bank of India Act, 1955, a subsidiary 
bank as defined in the State Bank of India (Subsidialy 
Banks) Act, 1959, a corresponding new bank constituted 
under section 3 of the Banking Companies (Acquisit' on 
and Transfer of Undertakings) Act, 1970 or any other 
bank, being a bank included in the 'Second Schedule to. 
the Reserve Bank of India Act, 1934. 

(4) The investment in the securities refer.:ed to in sub-section (3} 
of section 3 shall be made by the declarant with.in thirty days from 
the date on which the declaration is made by him under sub-section 
(1) of that section. 

6. If the amount of income-tax payable in respect of the volun-
tar:ly disclosed income is not paid on or before the 31st day of 
MaTch, 1976, the declarant shall be liable to pay simple interest at 
twelve per cent. per annum on the atnount remaining unpaid from 
the 1st day of April, 1976 to the date of payment and-the provisions 
of the Income-tax Act and the rules made thereunder shall, so far 
as may be, apply as if the interest payable under this !!ection were 
interest payable under sub-section (2) of section 220 of that Act. 

7. (1) If the declarant fails to pay the income-tax in respect of the 
voluntarily disclosed income within the t;me allowed under sub-
section (2) of section 5 or to invest the amount required to be invest-
ed in the securities 'referred to in sub-section (3) of section 3 within 
the time specified in sub-section (4) of sectibh 5, the declarant shalT 
be deemed to be in default. 

(2) The provisions contained in sections 221 to 22'7, 229 231 and 
232 of the Income-tax Act and the Second and Third Schedules to 
that Act and any rules made thereunder shall, so far as may be, ap-
ply as if the said provisions were p.rovis:ons of this Ordinance and 
referred to income-tax and sums payable by way of penalty and in-
t~i'est urtder this Ord'nance instead of to tax and sums by way of 
penalty and interest payable under that Act and to the declarant 
instead of to the assessee. 

(3) Any QlITears in respect of the amount required to be invested 
by the declarant in the securities referred to in sub-section (3) of 
section 3 shall be recoverable in accordance with the pr<lvisions of 



135 

.s -~e :tion (2) as if such arrears were arrears of income-tax and 
the $mount so recovered shall be utilised for the purchase of such 
securities 1n the name of the d,e::larant. 

8. (1) The amount of the voluntarily disclosed income shall not 
be included in the total income of the declarant for any as~essment 
yea,. under the Indian Income-tax Act 1922 or the Income-tax Act, 
or the Excess Profits Tax Act, 1940 or the Business Profits Tax Act, 
1947 or the Super Profits Tax Act, 1963 or the Companies (Profits) 
Surtax Act, 1964, if,-

(i) the declarant credits such amount in the books of account, 
if any, maintained by him for any source of income or in 
any other record, and intimates the credit so made to the 
Income-tax Omcer; 

(ii) the income-tax in respect of the voluntarily disclosed in-
come is pa:d by the declarant; and 

(iii) the amount required to be invested in the securities refer-
red to in sub-section (3) of section 3 is so invested by the 
declarant. ' 

(2) The Commissioner shall, on an application by the declarant, 
'grant a ceFt'ficate to him setting forth the particula'l's of the volun-
tarily disclosed income, the amount of income-tax paid in respect of 
the same, the amount of investment made in the securities referred 
to in sub-section (3) of section 3 and the date of payment and in-
·vestment. 

9. The de~larant shall not be entitled, in respect of the voluntarily 
disclosed income or any amount of income-tax paid thereon. to re-
'open any assessment OT reassessment made under any of the Acts 
mEnt:oned in sub-section (1) of section 8 or claim any set off or relief 
in any appeal, refe'l'ence or other proceeding in relation to any such 
a~sessment or reassessment. 

10. Any amount of income-tax  paid in pursuance of a declaration 
trlacie under sub-section (1) of section 3 shall not be _ refundable in 
any circumstan::es. 

11. Notwithstanding anything contained in any other law for the 
time being in force. notning contained it) any declaration made under 
'Sub-section (1) of section :3 shall be admissible in evidence against 
the declarant for the purpose of any ro eed n~ relating to imposition 
of penaltv or fur the f'ut'poses of prosecution under any of the Acts 
nlent:oned In sub-section (1) of section 8 or the Wealth-tax Act. 
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12. (1) All particulars contained in a declaration made under-
sub-section (1) of section 3 shall be treated as confidential and, not-
withstanding anything contained in any law for the time being in 
force, no court or any other authority shall be entitled to_ require 
any public servant or the declarant to produce before it any such 
declaration ot any part thereof or to give any evidence before it in 
respect thereof. 

(2) No public servant shall dis::lose any particulars contained in 
any such declaration except to any officer employed in the execu-
tion of any of the Acts mentioned in sub-section (1) of section 8, 
or the Wealth-tax Act, or to any officer appointed by the Comp-
troller and Auditor-General of India or the Board to audit income-
tax receipts or refunds. 

13. (1) Where the voluntarily disclosed income is represented 
by cash (including bank deposits), bullion, investment in shares, 
debts due from other persons, commodities or any other assets spe-
cified in the declaration made "Under sub-section (1) of section 3-

(a) in respect of which the declarant has failed to furnish 
a return under section 14 of the Wealth-tax .Act for the assess-
ment year commencing on the 1st day of April, 1975 or any 
earlier assessment year or years, or 

(b) which have not been shown in the return of net wealth 
furnished by him for the said assessment year or years, or 

(c) which have been understated in value in the return of 
net wealth furnished by him for the said assessment year or 
years, 

then, notwithstanding anything contained in the Wealth-tax Act,-

(i) wealth-tax shall not be payable by the declarant in res-
pect of the assets referred to in clause (a) or clause (bi) and 
such assets shall not be included in his net wealth for the said 
assessment year or years; 

(ii) the amount by which the value of the assets referred 
to in clause (c) has been understated in the return of net 
wealth for the said assessment year or years, to the extent such 
amount does not exceed the voluntarily disclosed income uti-
lised for acquiring such assets, shall not be taken into account 
in computing the not wealth of the declarant for the said 
assessmen t year or years. 
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(2) The provisions of sub-section (1) shaD not apply unless· the-
conditions spe::ified in sub-section (1) of section 8 are fulfilled by 
the declarant. 

(3) All w.ords and expressions used in this section and in sec-
tion 15 but not defined and defined in the Wealth-tax Act shall 
have the meanings respectively assigned to them in that Act. 

14. (1) Subject to the pr'ovisions of this section. where any books 
of account, other documents, money. bullion, jewellery or other· 
valuable articles or things belonging to a person have been seized 
as a result of a search \Hlder section 132 of the Income-tax Act or 
section 37A of the Wealth-tax Act and such person, (hereafter in 
this se::tion referred to as the declarant) makes, on or after the date 
of commen'cement of this Ordinance but before the 1st day 01 
January. 1976, a decIaration in accordance with sub-section (2) in 
respect of any income relating to the previous year in which such 
search was made or any earlier previous year-

(a) for which he has failed to furnish a return under section· 
1'39 of the' Income-tax Act, or 

(b) which he has- failed to disclose in a return of income fur-
nished by him under the Income-tax Act before the com-
mencement of this Ordinance-, ar 

(c' which has escaped a'Ssessment by reason of the omISSIon 
or failure- on the part of such person to make a return 
under the Indian Income-tax Act, 1922, or the Income-tax 
Act or to disclose ful1y and truly all material facts neces-
sary for' h:s assessment or otherwise. 

then, notwithstanding anything contained in any of the Acts men-
tioned in sub-section (1) of se-ction 8 or the Wealth-tax Act, the· 
amount of income so declared or, as th,e case may be, the value of 
the assets representing such i"ncome; shaH not be taken into account 
for the purposes of-

(i) payment of interest by the declarant under sub-section 
(8) of section 13!J of the Income-tax Act; 

(ii) payment of interest by die declarant under section 215 or-
section 217 of the Income-tax Act or the corresponding:-
provisions of the Indian J,hcome--tax Act. 192t:. 
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.(lit) im~ti no  penaltg on the declarant;ander the provisions 
of ~n  of the said Acts, e ~ :t under section 221 of the 
Iincome-tax Act or the corresponding provisions of any 
of the other said A t~ and 

(iv) prosecution of the declarant 'Under the provisions of any 
of the said Act&. 

(2) The declarat:on under sub-section (7) shall be made to the 
fCommissioner ap,d shall l>e in such form and shall be verified in 
;such manner as may be prescribed by rules made by the Board. 

(3) A decalart':on under this section shan be signed by the person 
:.6pe::ified in sub-section (~) of section ~ as if the declaration had 
been made under that section. 

(4) A copy of the declaration made by the declarant under sub-
: section (1) shan be forwarded by .the Commissioner to the In om~ 

tax Officer and the informat':on contained therein may be taken 
into account for the r o~s of :the proceedings relating to ass~
. ment or reassessment of the income of the dedarant under the pro-
visions of any of the Acts mentioned in s ' se~tion (1) of f:ection 8 
,or the Wealth-tax Act. 

(5) The immunity provided unaer sub-section (1) shall not be 
available to the aedarant unless the tax chargeable in respect of 
. the income of the previous year or years for which the declaration 
has been made is paid by the de:larant in accordance with the pro-
'visions of section 5. 

Explanaticm..-For the purposes of this sub-section, tax charge-
: able in respect of the income of any previous year for which the 
,declaration is made shall 'be,-

(a) where the declarant has 110t furnished, return in respect 
of the total income of that year and no <" ssessment has 
been made in respect of the total income of that year, the 
tax payable on the income declared under sub-section (1) 
for that year as if such income were the total income; 

(b) where the declarant has furnished a return in respect of 
the total income of that year and no assessment has been 
made in pursuance of such return, tbe tax payable on the 
aggregate of the total Income I'eturned and the income 
declared under sub-section (1) for that year as if such 
aggregate were the total income as redu.ced by the tax 
payable on the basis of 'the total incorne retl1rned; and 
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(c) where an assessment in respect of the total income of that 
year has been made. the hx payable on tfie ageregate of 
the rotal income as assessed and the income declared under 
sub-section (1) for that year as if such aggregate were 
the total income, as reduced by the tax payable on the 
buis of the total income as assessed. 

(6) Where any tax is paid by the declarant in accordance with 
the provisions of section 5, read with sub-section (5) of this section, 
credit therefor shall be given to the declarant in the assessment 
made under the Ind:an Income-tax Act, 1922, (11 of 1922) or, as the 
case mav be, the Jncome-tax Act, in respect of his total income of 
the previous year or yea·rs. 

(7) Nothing in sub-section (1) shall apply in relation to any in-
come which has been included in the total income of the declarant 
in any assessment made by the Income-tax Officer before the date 
on which the declaration under that sub-section is made. 

15. (1) Subject to the provisions of this section, where any person 
makes, on or after the date of commencement of this Ordinance but 
before the 1st day of January. 1976, a declaration in respect of-

(a) the net wealth chargeable to we 31th-tax for any assess-
ment year for which he has failed to furnish a return 
under section 14 of the Wealth-tax Act; or 

(b) the value of the assets which has not been disclosed, or 
the value of the assets which has been, understated, in 
return of net wealth for any assessment year. 

then, notwithstanding anything contained in that Act, the net 
wealth, 01'. as the case may be, the value so declared shall not be 
taken into account for the purposes of ani proceedings relating to 
imposition of penalty on the person making the declaration under 
this sub-section (hereafter in this section referred to as the de~la
rant) or for the purposes of the prosecution of the declarant under 
that Act: 

Provided that-

(i) noth:ng in clause (a) shall apply in relation to the net 
wealth assess::! ble for any assessment year for which a 
notice under section 14 or section 17 of that Act has been 
served upon the declarant before the commencement of 
this Ordinance; 
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of the value of such assets as has been assessed in any 
assessment for the relevant assessment year made by the 
Wealth-tax Officer before the date on-which the declara-
tion under this sub-.section is made. 

(2) The declaration under s -se t:~n (1) shall be made to the 
Commissioner and shall be in such form and shall be verified in such 
manner as may be prescnbed by rules made by the Board. 

(3) A declaration under sub-section (1) shall be signed by the 
person specified in sub-section (2) of section 4 as if the declaration 
had been made under that section. 

(4) A copy of the declaration made by the declarant under sub-
se:tion (1) shall be forwaI'ded by the Commissioner to the Wealth-
tax Officer and the information contained therein may be taken into 
account for the purposes of the proceedings relating to assessment 
or reassetl8llllmtof the net wealth of the declarant under the provi-
sions of the Wealth-tax Act. 

(5) The immunity provided under sub-section (1) shall not be 
available to the declarant 'unless the wealth-tax cbargeable in respect 
of the net wealth for the assessment year 01' years for which the 
. de-:-Iaration has been made is paid by the declarant in accordance 
. with the provisions of section 5 and the declarant invests in the 
securities referred to in sub-sect:on (3) of section 3 within the time 
specified;in sub-section (4) of section 5 the sum specified in s ~ 

. section (6) of this section 

ExplanaitiOn.-For the purposes of this sub-section, wealth-tax 
chargeable in respect of the net wealth for any assessment year for 
which the declaration is made shall be-

(a) in a ease falling under clause (a) of s ~se tion (1), the 
wealth·tax payable in res e~t of the net wealth declared 
under that clause for that y£:ar; 

(b) in a case falling under clause (b) of sub-section (1),-

(i) where no assessment has been made in pursuance of the 
return of net wealth furnished by the declarant. the 
. wealth-tax pa.yable on the aggregate of! the net wealth 
retuI'med and the value declared under that clause for 
(that year. as if such a r~ate were the net wealth. as 
reduced by the wealth-tax payable on the b"sis of the 
net wealth returned; 
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(ii) where an assessment has been made in pursuance of 
the return of net wealth furnished by the declarant, the 
wealth-tax payable on the. aggregate of the net wealth 
as -assessed and the value declared under that clause for 
that year as if such aggregate were the net wealth, as 
reduced by the wealth-tax payable on the npt wealth 
as assessed. 

(6) The sum refeI'red to in sub-se:::tion (5) shall be,-

(a) whether the declaration has been made in respect of one 
assessment year, a sum equal ro two and a half per cent. 
of the amount of net wealth declared under clause (a) 
of sub-section (1), or, as the case may be, the value de-
clared under clause (b) of that sub-section; 

(b) wher'e the declaration has been made in respect of mOTe 
than one assessment year, a sum equal to two and a half 
per cent. of the net wealth declared under clause (a) of 
SUb-section, (1), or, a; the case may be, the value declared 
under clause (b) of that sub-section, in respect of the last 
of such assessment years. 

(7) Where any wealth-tax is paid by the declarant for ~n  assess-
ment year in accordance with the r'o is~ons of se~tion 5, read with 
Bub-section (5) of this section, credit therefor shall be given to the 
declarant in the assessment made under the Wealth-tax Act for that 
year. 

] 6. The provisions of Chapter XV of the Income-tax Act relating 
to l:ability in special cases or of Cllapter V of the Wealth-tax Act 
relating to liability to assessment in .special cases shall, ~ far as may 
be, apply in relation to proceedings under this Ordinance as they 
apply in relation to proceedings und«:r the Income-tax Act or, as the 
case may be, the Wealth-trx Act. 

17. For the removal of doubts, it is hereby declared that nothing 
contained in this Ordinance shall be construed as conferring any 
benefit, concession or immunity on any person other than the person 
making the declarat:on under this Ordipance. 

18. (1) If any difficulty arises in giving effect to the provisions 
·,of this Ordinance. the Central Government may, by order', not in-
consistent with the provisions of this Ordift8nce, remove the 
difficulty. 

(2) Every order made under this. section shall be laid befoI'e each 
House of Parliament. 
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19. (1) The BOE'.rd may, by notification in the Official a~tte  

make rules for carrying out the provisions of this ordinance. 

(2) The Central Government shall cause every rule made under 
this Ordinance to be laid, as soon as may be after it is made, before 
each HOuse of Parliament while it is in sess:on for a total period of 
thirty da.ys which may comprise in one session or in two or more 
successive sessions and if, before the expiry of the session immediate-
ly following the session or the successive sessions aforesaid, both 
Houses agree in making any modification in the rule or both Houses 
agree that. the rule should not be made, that rule shall thereafter 
have effect only in such modified form or be of no effect, as the case 
may be; so, however, that any such modification or annulment shall 
be without prejudice to the validity of anything previously done 
under that rule. ' 

20. The provisions of this Ord:nance shall not apply to any per-
son in respect of whom an order of detention has been made under 
the Conservation of Foreign Exchange and Prevention of Smuggling 
Activities Act, 1974 (52 of 1974): 
Prov:ded that-

(i) such order of detention, being an order to which the pro-
visions of se~tion 9 or section 12A of the said Act do not 
apply, ~s not been revoked on the report of the Advisory 
Board under section 8 of the said Act or before the re-
ce:pt of the report of the Advisory Board; or 

(ii) such order of detention, being an order to which the pro-
visions of section 9 of the said Act apply, has not been 
revoked before the expiry of the time for, or on the basis 
of, the review under sub-section (3) of section 9, 01' on 
the report of the Advisory Board under section 8, read 
with sub-section (2) of section 9, of the said Act; or 

(iii) such order of detention, being an ol'der to which the pro-
visions of section 12A of the said Act apply, ,las not been 
revoked before the expiry of the time for, or on the basis 
of, the first review under sub-section (3) of that section, 
or on the b'lsis of the report of the Advisory Board under 
section 8, read with sub-section (6) of section 12A, of the 
sa:d Act; or 

(iv) such order of detention has not been set aside by a court 
of competent jurisdiction. 



THE· SCHEDULE 

[See section 3 (1)] 

Rates of income-tax 

(ell) In the case of a declarant, being a company, at the rate of 
60 per cent. of the voluntarily disclosed income. 

(b) In the case of a declarant, being a person other than a com-
pany,-

(1) where the voluntarily 
disclosed income does 
not exceed Rs. 25,000 

(:I) where the voluntarily 
disclosed income ex-
ceeds Rs. 25,000 but does 
not exceed Rs. 50,000 

(3) where the vohlntarily 
disclosed income ex-
ceeds Rs. 50,000 

25 per cent. of the voluntarily 
disclosed income; 

Rs. 6,250 plus 40 per cent. of the 
amount by which the volun-
tarily disclosed income exceeds 
Rs. 25,000; 

Rs. 16,250 plus 60 per cent. of 
the amount by which the volun-
tarily disclosed income exceeds 
Rs. 50,000. 

FAKHRUDDIN AU AHMED, 
President. 

K. K. SUNDARAM, 
Secy. to the Govt. of India. 



APPENDIXD 

(Vide Paragraph 27) 

MINISTRY OF LAW, JUSTICE AND COMPANY AFFAIRS 

(Legislative Department) 

New Delhi, the 29th November, 1975jAgrahGyana 8, 1897 (Saka) 

THE VOLUNTARY DISCLOSURE OF INCOME AND WEALTH 
(AMENDMENT) ORDINANCE, 1975 

No. 23 OF 1975 

Promulgated by the President'in the Twenty-sixth Year of the 
Republic of India. 

An Ordinance to amend the VQluntary Disclosure of Income and 
Wealth Ordinance, 1975. 

Whereas Parliament is not in session and the resi~ent is satisfied 
that circumstances exist which render it necessary for him to take 
immediate action; 

Now, therefore, in exercise of the powers conferred by clause (1) 
of article 123 of the Constit ti~  the President is pleased to promul-
gate the following Ordinance:-

1. (1) This Ordinance may be called the Voluntary Disclosure of 
Income and Wealth (Amendment) Ordinance, 1975. 

(2) It shall come into force at once. 

2. In section 5 df. the Voluntary Disclosure of Income and Wealth 
Ordinance, 1975 (hereinafter referred to as "the Ordinance"), for 
sub-section (3), the following sub-sectioQ shall be substituted, 
namely:-

"(3) The security required to be furnished by a declarant for 
the purposes of sub-section (2) shall be in such form an,d 
in such manner.as the Commissioner may .. in his discretion, 
direct.". 
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3. In section 12 of the Ordinance, after sub-section (2), the follow-
ing sub-section shall be inserted, namely:-

"(Ii) The provisions of sub-sections (1) and (2) shall apply in 
relation to all documents and particulars relating to the 
investment in the securities referred to in sub-secti<>n (3) 
of section 3 (including the payment of interest on such 
securities) as they apply in relation to the declaration made 
under sub-section (I) of tha.t section and the particulars 
contained therein.". 

4. In section 13 of the Ordinance, in sub-section (1) ,-
(i) after the words "then, notwithstanding anything contained 

in the Wealth-tax Act", the words "or any rules made 
thereunder" shall be inserted; 

(ii) the following Explanation shall be inserted at the end, 
namely:-

"Explanation.-Where a declaration under sub-section (1) of 
section 3 is made by a firm, the assets referred to in clause 
(i) or, as the case may be, the amount referred to in 
clause (ii) shall not be taken into account in computing 
the net wealth of any partner of the firm or, as the case 
may be, in determining the value of the interest of any 
partner in the firm:'. 

5. After section 15 of the Ordinance, the follOWing section shall 
be inserted, namely:-

"1M. (1) Where-

(a) the voluntarily disclosed income declared under sub-
section (1) of section 3 or any part thereof, or 

(b) the net wealth, or the assets the value whereof is, 
declared under sub-section (1) of section 15 or any part 
of such net wealth or asset., 

is or are represented by gold, then, notWithstanding anything con-
tained in the Customs Act, 1962 (52 of 1962) or the Gold (Control) 
Act, 1968, (45 of 1968) such gold shall not be liable to confiscation 
under either of the sa;d Acts and the person making the declaration 
shall not be liable to imposition of any penalty or infliction of any 
punishment under either of the said Acts for any act or omission in 
relation 10 such gold, if he fulfils the following conditicns, namely:-

(A) in a case where the gold is owned, possessed, held or 
controlled by the person making the declaration (such 
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gold being owned, possessed, held or controlled by him 
in his capacity as a licensed dealer), necessary entries are 
made by him in the accounts, registers and documents 
maintained under the Gold (Control) Act, .1968 (45 of 1968) 
under intimation to the Gold Control Officer of the rank 
of an Assistant Collector of Central Excise or of Customs 
before the 1st day of February, 1976 and such other steps 
as are nece3sary for him to comply with the requirements 
of that Act in relation to such gold are taken by him 
before that date; 

(B) in any other case,-

(i) Where the gold is an article or ornament c.r both and 
the weight of such article or ornament, or the aggregate 
weight of both, together with the weight of any 
other gold (being an article or ornament) owned, poss-
essed, held or controlled by him, exceeds the limits speci-
fied in sub-section (5) of section 16 of the gold (Control) 
Act, 1968, such article or ornament or both, as the case 
may be, is or are declared in the form prescribed under 
sub-section (1), and in the manner specified in sub-sec-
tion (8), of that section befO'l'e the 1st day of February, 
1976; 

(Ii) where the gold is pr'mary gold, such gold is either sold 
to any licensed dealer under intimation to the Gold 
Control Officer of the rank of an Assistant Collector of 
Central Excise or of Customs before the 1st day of 
February, 1976 or is made into ornaments and a declara-
tion in this behalf is made in the form prescribed under 
sub-section (1), and in the manner specified in sub-
section (8), of section 16 of the Gold (Control) Act, 1968 
before that date. 

(2) Notwithstanding anything contained in the Gold (Control) 
Act, 1968, any primary gold referred to in sub-clause (ii) of clause 
(B) of sub-section (1) may be sold by the perSOn making the dec-
laration to any licensed. dealer and such licensed dealer may purchase 
such gold, provided that the total quantity of primary gold (not 
being in the form of standard gold bars) in the possession or custody 
of such dealer and the quantity of primary gold (not being in the 
'form of standard gold bars) to be so purchased does not exceed the 
dmit specified in clause (a) or clause (b) or clause (c) or, as the 
case may be, clause (d) of the proviso to sub-section (1) bf section 
32 of tha tAct. 
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(2) Where a declaration is made under sub-clause (i) or sub-clause 
(ii) of clause (8) of sub-section (1), the provisions of section 16 of 
the Gold (Control) Act, 1968 shall, SO far as may be, apply as if such 
declaration were a declaration made under that section. 

(4) The immunity provided under sub-section (1) shall, in a case 
where the person making the declaration is a firm, als:> extend to 
the partners of the firm. 

(5) Nothing in this section shall apply in relation to any gold,-

(a) which has been seized or confiscated under the Customs 
Act, 1962 or the Gold (Control) Act, 1968 before the dec-
laration under sub-section (1) of section 3 or, as the case 
may be, under sub-section (1) of section 15, is made; or 

(b) which is seized as a result of any search made under either 
ot the said Acts where such search had commenced before 
such declaration is made; or 

(c) in respect of which any Dither proceedings under either 
of the said Acts are pending before any authority before 
such declaration is made. 

(6) For the removal of doubts, it is hereby declared that nothing 
in this section shall be construed as exempting any person from dIs-
charging any obligation under the Gold (Control) Act, 1968 after 
the 1st day of February, 1976 in relation to the gold referred to in 
this section. 

Explanation.-For the purposes of this section, the expressiolll 
"article", "gold", "Gold Control Officer", "licensed dealer", "orna-
ment", "primary gold" and "standard gold bar" shall have the mean-
ings respect:vely assigned to them in the Gold (Control) Act, 1968.". 

6. In section 17 of the Ordinance, after the words "it is hereby 
de:-Iared that", the words, brackets, figuJ"es and letter, "save as other-
wise expressly provided in the Explanation to sub-section (1) of 
section 13 and in sub-section (4) of section 15A," shall be inserted. 

F AKHRUDDIN ALI AHMED, 

President. 

K. K. SUNDARAM, 

Secy. ttl the Govt. of Indi/!. 
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t
n
er
 
i
n 
t
h
e 

0.. 
fi
r
m 
t
o 
t
h
e 
e
xt
e
nt
 
of
 
hi
s 
u
n
di
sc
l
os
e
d 
s
ha
re
 i
s 
n
ot
 
t
a
k
e
n 
i
nt
o 
ac
c
o
u
nt
 
1
0 

e
ve
n 
f
or
 w
ea
lt
h·
 t
a
x 

r
o
~
e
s
;
 
(i
i)
 i
t 
c
o
ul
d 
n
ot
 h
a
v
e 
b
e
e
n 
t
h
e 
i
nt
e
nt
i
o
n 

t
h
at
 i
f 
t
h
e 
fi
r
m 
de
cl
ar
es
 
m
or
e 
tl
la
n 
Rs
. 
2 
la
k
hs
, 
t
h
e 
p
ar
t
n
er
s 
a
n
d 
t
h
e 

fi
r
m 
t
o
ge
t
he
r 
s
ha
re
d 
m
or
e 
t
a
x 
t
h
a
n 
t
h
e 
i
nc
o
me
 o
f 
t
h
e 
fi
r
m;
 
(i
ii
) 
a 

p
ar
t
n
er
 
is
 n
ot
 
li
a
bl
e 
f
or
 p
e
n
al
t
y 
o
n 
t
h
e 
i
nc
o
me
 c
o
nc
ea
le
d 
b
y 
a 
fi
r
m,
 

a
n
d 
Ci
v) 
w
ha
t 
is
 
n
ot
 
i
n
d
u
d
a
bl
e 
i
n 
t
h
e 
i
nc
o
me
 o
f 
a 
fi
r
m 
ca
n
n
ot
 
b
e 

i
nc
l
u
de
d 
i
n 
t
h
e 
p
ar
t
n
er
's
 
as
se
ss
me
nt
 
es
pe
ci
al
l
y 
w
h
e
n 
a 
fi
r
m 
is
 

s
u
bj
ec
te
d 
to
 t
a
x 
at
 
a 
bl
oc
k 
r
at
e 
o
n 
t
h
e 
f
ul
l 
i
nc
o
me
 i
t 
de
cl
ar
es
. 

As
 
f
ar
 a
s 
t
h
e 
Co
mi
ll
i 
a
e
e 
ca
n 
se
e,
 
t
hi
s 
q
ue
st
i
o
n 
wa
s 
o
ne
 
of
 
i
nt
er
pr
e-

ta
ti
o
n 
or
 
la
w.
 
M
or
?:
)
ve
r 
it
 h
a
d 

re
ve
n
ue
 
i
m
pl
ic
at
i
o
ns
 t
oo
. 
T
h
e 

C
o
m
mi
tt
ee
, 

t
er
e
;)
~e

 
fe
el
 
t
h
at
 t
hi
s 
wa
s 
a 
fi
t 
ca
se
 
i
n 
w
hi
c
h 
o
pi
ni
o
n 
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3 

M
in

is
tr

y 
of

 F
in

an
ce

 
(D

ep
 tt

. 
of

 R
ev

en
ue

. )
 

4 

of
 th

e 
M

in
is

tr
y 

of
 L

aw
 sh

r..
ul

d 
ha

ve
 b

ee
n 

ob
ta

in
ed

 b
ef

('t
re

 t
he

 af
<l

ll'e
sa

id
 

in
st

ru
ct

io
ns

 o
f 

th
e 

B
oa

rd
 d

at
ed

 t
he

 2
5 

O
ct

ob
er

 1
97

5,
 w

er
e 

is
su

ed
. 

Y
et

 a
no

th
er

 m
at

te
r 

of
 c

on
ce

rn
 t

o 
th

e 
C

om
m

itt
ee

 i
s 

th
at

 d
ec

la
ra

-

tio
ns

 o
f 

ev
en

 t
ho

se
 p

er
so

ns
 w

ho
 f

ai
le

d 
to

 i
nv

es
t 

5 
pe

r 
ce

nt
 o

f 
th

e 

di
sc

lo
se

d 
in

co
m

e 
in

 n
ot

ifi
ed

 G
ov

er
nm

en
t 

se
cu

ri
tie

s 
w

ith
in

 t
he

 s
ta

tu
-

to
ry

 li
m

it 
of

 3
0 

da
ys

 I
ro

m
 t

he
 d

at
e 

of
 m

ak
in

g 
th

e 
de

cl
ar

at
io

n,
 s

tip
u-

la
te

d 
in

 S
ec

tio
n 

5(
4)

 o
f 

th
e 

sc
he

m
e 

w
er

e 
ac

ce
pt

ed
. 

A
 c

ir
cu

la
r 

is
su

ed
 

by
 t

he
 C

en
tr

al
 B

os
rd

 o
f D

ir
ec

t T
ax

es
 o

n 
15

-1
0-

19
75

 m
ad

e 
it

 c
le

ar
 th

at
 

iB
ve

st
m

en
t 

w
ill

 h
av

e 
to

 h
e 

m
ad

e 
in

 a
ll

 c
as

es
 w

it
hi

n 
30

 d
ay

s 
fr

om
 

th
e 

da
te

 o
f 

m
ak

in
g 

t.:
le 

de
cl

ar
at

io
n 

an
d 

th
at

 n
o 

re
la

xa
tk

m
 i

n 
th

is
 

be
ha

lf
 w

ill
 b

e 
pe

rm
'.t

te
d.

 
In

 r
ep

ly
 to

 U
ns

ta
rr

ed
 Q

ue
st

io
n 

N
o.

 1
09

2,
 

th
e 

th
en

 D
ep

ut
y 

M
in

is
te

r 
in

 t
he

 M
in

is
tr

y 
of

 F
in

an
ce

 o
n 

23
-1

-1
97

6 
~
 

in
fo

rm
ed

 t
he

 L
ok

 S
ab

ha
 m

te
r 

al
ia

 t
ha

t 
"u

nd
er

 S
ec

tio
n 

5(
4)

 o
f 

th
e 

sa
id

 O
rd

in
an

ce
, !

nv
es

tm
eh

t i
n

 t
he

se
 B

on
ds

 is
 t

o 
D

e 
m

ad
e 

a 
de

cl
ar

an
t 

w
ith

in
 3

0 
da

ys
 f

ro
m

 t
he

 d
at

e 
on

 w
hi

ch
 d

ec
la

ra
tio

n 
is

 m
ad

e"
. 

B
ut

 

w
he

n 
a 

qu
es

tio
n 

w
as

 p
ro

po
se

d 
by

 s
om

e 
C

om
m

is
si

on
en

 th
at

 if
 th

e 
in

-

ve
st

m
en

t 
w

as
 

m
ad

e 
in

 
ap

pr
ov

ed
 

G
ov

er
nm

en
t 

se
cu

ri
tie

s 

af
te

r 
th

e 
la

ps
e 

of
 

30
 

da
ys

 
fr

om
 

th
e 

da
te

 
of

 
de

cl
ar

at
io

n 

O
F 

th
e 

pa
ym

en
t 

of
 

ta
x 

w
as

 
m

ad
e 

be
yo

nd
 

th
e 

ti
m

e 
al

lo
w

-

ed
, 

w
ou

ld
 

it
 

in
va

lid
at

e 
th

e 
de

cl
ar

at
io

n 
or

 
no

t, 
in

 
re

pl
y,

 

th
e 

B
oa

rd
 

is
su

ed
 i

ns
tr

uc
tio

ns
 

in
 t

he
ir

 
C

ir
cu

la
r 

da
te

d 
10

-2
-7

6 

th
at

 s
tlc

h 
a 

de
cl

ar
at

io
n 

w
ou

ld
 n

ot
 b

e 
in

va
lid

at
ed

. 
T

he
 C

om
m

itt
ee

 

ha
ve

 b
ee

n 
in

fo
rm

ed
 t

ha
t 

I''
in

an
ce

 M
in

is
te

r's
 a

pp
ro

va
l f

or
 t

he
 is

su
e 

of
 

th
es

e 
in

st
ru

ct
io

ns
 w

as
 n

ut
 o

bt
ai

ne
d 

as
 "

it
 w

as
 n

ot
 c

on
si

de
re

d 
ne

ce
.-
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-D

o-

88
ry
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W
ha

t 
is

 e
ve

n 
m

or
e 

su
rp

ris
in

g 
is

 t
ha

t 
th

ou
gh

 t
he

 q
ue

stl
Cl

n 
w

as
 a

pp
ar

en
tly

 o
ne

 o
f 

th
e 

in
te

rp
re

ta
ti

on
 o

f 
la

w
, 

th
e 

B
oa

rd
 d

id
 n

o
t 

se
ek

 th
e 

aU
vi

ce
 o

f t
he

 M
.in

is
try

 o
f L

a
w

 b
ef

or
e 

th
e 

is
su

e 
of

 th
e 

ci
rc

ul
ar

 
da

te
d 

10
-2

-1
97

6.
 

It
 w

as
 o

nl
y 

su
bs

eq
ue

nt
ly

 t
ha

t 
le

ga
l 

im
pl

ic
at

io
ns

 o
f 

th
is

 m
at

te
r 

w
er

e 
cx

am
iu

ed
 in

 c
on

su
lta

tio
n 

w
it

h 
th

e 
M

in
is

tr
y 

of
 L

aw
. 

Ju
st

ic
e 

an
d 

C
om

pa
ny

 A
ffa

irs
. 

G
iv

in
g 

hi
s 

op
in

io
n 

on
 th

e 
qu

es
tio

n,
 t

he
 L

a
w

 S
ec

re
ta

ry
 s

ta
te

d 
th

at
 

Se
ct

io
n 

8 
of

 th
e 

V
ol

un
ta

ry
 D

is
cl

os
ur

e 
of

 In
co

m
e 

an
d 

W
ea

lt
h 

A
ct

, 
19

76
 

"d
oe

s 
no

t 
st

at
e 

th
at

 t
he

 p
ay

m
en

t 
(o

f 
ta

x)
 

sh
ou

ld
 b

e 
m

ad
e 

or
 t

he
 

in
ve

st
m

en
ts

 m
ad

e 
w

it
hi

n 
th

e 
ti

m
e 

li
m

it
 fi

xe
d 

fo
r 

th
at

 p
ur

po
se

 u
nd

er
 

Se
ct

io
n 

5. 
A

 p
ay

m
eI

lit
 d

oe
s 

no
t c

ea
se

 t
o

 b
e 

a 
pa

ym
en

t m
er

el
y 

be
ca

us
e 

it
 is

 b
ey

on
d 

th
e 

tim
e.

 
T

he
 p

os
iti

on
 i

s 
th

e 
sa

m
e 

w
it

h 
re

ga
rd

 
to

 
in

ve
st

m
en

t. 
"I

n 
re

ga
rd

 t
o 

th
is

 q
ue

st
io

n,
 d

ur
in

g 
ev

id
en

cp
. 

th
e 

re
pr

e-
.. 

se
nt

at
iv

e 
of

 th
e 

D
ep

ar
tm

en
t o

f 
R

ev
en

ue
 s

ta
te

d:
 "

U
nf

or
tu

na
te

ly
 e

it
he

r 
~
 

th
e 

A
ct

 i1
se

lf
 h

a;
; l

ef
t 

a 
la

cu
na

, o
r 

th
is

 is
 th

e 
de

lib
er

at
e 

in
te

nt
io

n 
an

d 
de

lib
ra

te
 d

ec
is

io
n 

of
 t

he
 l

eg
is

la
tu

re
".

 I
t 

is
 d

iff
ic

ul
t 

to
 u

nd
er

st
an

d 
ho

w
 t

hi
.; 

la
cl

m
a 

w
as

 a
V

ow
ed

 t
o 

re
m

ai
n.

 i
n

 t
he

 A
ct

 w
hi

ch
 d

ef
ea

te
d 

th
e 

ve
ry

 s
pi

ri
t 

of
 t

he
 5

<'
he

m
e.

 

T
he

 C
om

m
itt

ee
 n
~t

e 
th

e 
G

ov
er

nm
en

t's
 g

es
tu

re
 i

n
 i

ss
ui

ng
 o

rd
er

a 
in

 Ja
nu

ar
y,

 1
97

6 
fo

r 
pa

ym
en

t d
f 

on
e 

m
on

th
's

 p
ay

 a
s 

re
w

ar
d 

to
 in

co
m

e 
ta

x 
pe

rs
on

ne
l 

in
 a

pp
re

ci
at

io
n 

of
 th

e 
m

er
ito

ri
ou

s 
w

or
k 

st
at

ed
 t

o 
ha

"l
e 

be
en

 d
on

e 
by

 t
he

m
 f

or
 t

he
 s

uc
ce

ss
 o

f 
th

e 
V

ol
un

ta
ry

 D
is

cl
os

ur
e 

of
 

In
co

m
e 

an
d 

W
ea

lt
h 

Se
he

m
e 

of
 1

97
5,

 t
he

 C
om

m
itt

ee
 a

ls
o 

no
te

 t
ha

t 
th

e 
re

w
ar

d 
w

as
 g

ra
nt

ed
 e

ve
n 

to
 t

ho
se

 c
at

eg
or

ie
s 

of
 p

er
so

nn
el

 w
lro

 
w

er
e 

no
t 

ev
en

 r
em

ot
el

y 
co

nc
er

ne
d 

w
it

h 
th

e 
im

pl
em

en
ta

tia
n 

of
 th

Ja
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2
0
4 

3 
4 

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

s
~
m
e
 
as
, 
fo
'r
 
e
xa
m
pl
e,
 
:t
he
' 
Di
re
ct
or
at
e 
of
 
I
ns
pe
c .
i
o
n,
 
Di
re
ct
or
at
e 

of
 
Q
&
M 
Se
I'
Vi
ce
s, 
iu
id
 
th
e 
T
n
di
a
n 

R
e
e
n
~
 
se
r
vi
ce
 
(
Di
re
ct
 
Ta
xe
s)
 

st
af
f 
C
ol
le
ge
, 
Na
g
p
ur
, 
Re
gi
o
na
l 
Tr
ai
ni
n
g 
I
ns
ti
t
ut
es
 
at
 
Ca
lc
ut
la
, 

B
Qt
nb
ay
, 
Ba
n
ga
l
or
e 
a
n
d 
L
uc
k
n
o
w 
a
n
d 
Hi
n
di
 
of
fi
ce
rs
, 
A 
~

o
r
d
i
n

 
t
o 

t
he
. R
e
p
or
t 
of
 
t
h
e 
C
o
m
pt
r
ol
le
r 
a
n
d 
A
u
di
t
or
 
Ge
ne
ra
l 
of
 
I
n
d
h 
f
or
 
t
he
 

ye
ar
, 
,1
97
&-
77
, 
U
ni
o
n 
G
o
ve
r
n
me
nt
 
(
Ci
vi
l)
 
t
h
e 
t
ot
al
 a
m
o
u
nt
 
of
 
r
e
w
ar
d 

r
~
~
d
 
is
 
Rs
. 
1.
46
 
cr
or
es
. 
T
he
 
C
o
m
mi
tt
ee
 
fa
il
 
te
, 
a
p
pr
ec
ia
te
 
t
he
 

~
t
i
o
n
a
l
e
 
of
 
t
h
e 
r
e
w
ar
d 
sc
he
me
 
a
n
d 
pa
rt
ic
ul
ar
l
y 
of
 
t
he
 
de
ci
si
o
n 
t
o 

r
e
~
d
 e
ve
n 
t
h
os
e 
w
h
o 
we
re
 
n
Oit
 
c
o
n
ne
ct
e
d 
wi
t
h 
t
h
e 
w
or
ki
n
g 
of
 
t
he
 

V
ol
u
nt
ar
y 
Di
sc
l
os
ur
e 
Sc
he
me
 
of
 
19
75
."
 

Mi
ni
st
r
y 
of
 F
in
an
ce
 

T
h
e 
C
o
m
mi
tt
ee
 
w
er
e 
as
s
ur
e
d 
d
ur
i
n
g 
e
vi
de
nc
e 
t
h
at
 
t
h
e 
D
e
p
ar
t-

~
 

(
De
pt
t.
 o
f 
Re
ve
nu
e)
 
m
e
nt
 
ma
i
nt
ai
ne
d 
a 
li
st
 o
f 
s
us
pe
ct
 
of
fi
ce
r. 
I
f
 a
n 
of
fi
ce
r'
s 
h
o
ne
st
y 
wa
s 

, 
. 
o
pe
n 
to
 q
ue
st
i
o
n,
 
h
e 
wa
s,
 
it
 w
as
 
st
at
e
d,
 
n
ot
 
po
iI
te
d 
t
o 
ci
rc
le
s 
w
he
re
 

he
 
~
 
o
pe
n 
t
o 
te
m
pt
at
i
<'t
t,
 
O
ne
 
of
 
t
h
e 
f
u
nc
ti
o
ns
 
of
 
t
he
 D
ir
ec
t
or
 
of
 

I
Ds
pe
Ct
io
n 
wa
s 
t
o 
ke
e
p 
a 
w
at
c
h
<
w
er
 
t
he
 
c
o
n
d
uc
t 
of
 
of
fi
ce
r
S. 
T
h
e 

~
.
a
s
 
st
at
e
d 
t
o 
lJ
e 
ti
g
ht
er
 
i
n 
t
h
e 
I
nc
o
me
-t
a
x 
De
pa
rt
me
nt
 

~
~
e
 
of
 
t
h
e 
se
ns
it
i
ve
 n
at
ur
e 
of
 
t
he
 w
or
k 
t
he
y 
h
a
d 
t
o 
ha
n
dl
e.
 
T
he
 

c.
o:i
;i
u
Pit
te
e, 
'
h
o
We
ve
r,
 f
i
n
d 
t
h
at
 d
es
pi
te
 
t
hi
s 
el
a
b
or
at
e 
m
e
c
h
a
ni
s
m'
 
t
o 

i
.
~
 c
or
r
u
pt
i
o
n,
 
ca
se
s 
of
 
c
or
r
u
pt
i
o
n 
c
o
nt
i
n
ue
 
t
o 
oc
c
ur
. 
rI
n 
o
n
e 
s
uc
h 

~
;
 t
b
e 
i
nc
o
me
-t
a
x 
Of
fi
ce
r 
w
h
o 

~
d
 m
a
d
e'
t
a
x 
a
S
Se
ss
me
rt
t 
of
 
al
r
m 

e
1
o
n
~

 t
o 
a 
va
rt
ic
ul
ar
. 
Gr
o
u
p 

r
e
s
i
~
e
d
 h
is
 
p
os
t 
a
n
d 
wa
s 
r
e
w
ar
d
e
d 

b
y 
t
h
e 
sa
me
 
Gr
o
u
p 
wi
t
h 
a 
p
o
st
 
e
ar
r
yf
u
g'
m
u
c
h 
hi
g
h
er
 
s
al
ar
y.
:;
T
h
e 

C
o
m
mi
tt
ee
 
ha
ve
 
b
e
e
n 
i
nf
or
me
d 
t
h
at
 e
n
q
ui
ri
es
 
i
n 
t
hi
s 
pa
r 
ti
c
ul
ar
 c
as
e 
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2
1
, 

-
Dc
-

ar
e 
st
il
l 
i
n 
pr
o
gr
es
s.
 
T
h
e 
C
Q
m
mi
tt
e
e 
ha
ve
 
n
o 

d
o

~
 
t
h
at
 d
et
er
r
e
nt
 

ac
ti
o
n 
wi
ll
 
b
e 
ta
ke
n 
i
n 
t
hi
s 
ca
se
 
a
ga
i
ns
t 
de
li
n
q
ue
nt
 
of
fi
ce
rs
 
of
 
w
ha
t-

e
ve
r 
le
ve
l,
 
so
 
as
 
t
o 
s
er
v
e 
as
 
a 
w
ar
ni
n
g 
t
o 
ot
he
rs
. 
Me
a
n
w
hi
le
 
t
h
e 

C
o
m
mi
tt
ee
 
w
o
ul
d 
li
ke
 t
o 
b
e 
a
p
pr
is
e
d 
w
h
et
h
er
 
t
h
e 
re
p
or
t 
of
 
t
h
e 
ca
se
s 

ha
s 
si
nc
e 
be
e
n 
s
e
nt
 t
o 
t
h
e 
C
BI
 
a
n
d 
of
 
t
h
e 
pr
o
gr
es
s 
of
 
t
h
e 
ca
se
 a
ga
i
ns
t 

t
h
e 
de
li
n
q
u
nt
 
of
fi
ci
al
 
T
h
e
y 
f
Ur
t
he
r 
re
c
o
m
me
n
d 
t
h
at
 t
h
e 
D
e
p
ar
t
m
e
nt
 

s
h
o
ul
d 
ke
e
p 
a 
wa
tc
h 
o
n 
al
l 
of
tl
ce
rs
 
i
n 
w
h
os
e 
j
ur
is
di
ct
i
o
n 
ca
se
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