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INTRODUCfION 

I, the Chairman of the Public Accounts Committee, as authorised by 
;the Committee, do present cn their behalf this Thirty-fourth Repon of 
,the Public Accounts Committee (Seventh Lok Sabha) on Paragraph 7 of 
the Report of the Comptroller and Auditor General of India for the year 
1978-79, Union Government (Civil), Revenue Receipts, Volume II, Direct 
'Taxes, relating to Arrears of Assessments. 

2. The Report of the Comptroller and Auditor General of India for 
,the year 1978-79, Union Government (Civil) Revenue Receipts, Volume 
II, Direct Taxes, was laid on the Table of the House on 1 July, 1980. 

3. The problem of mounting pendency of assessments and relays in 
finalisation of cases has been engaging the attention of the Committee ever 
since 1969-70. The pendency of assessments was as high as 19.26 lakbs 
at the end of the year 1978-79. The Committee have found that the 
concept of Management by Objectives sought to be implemented through 
the yearly Action Plans has failed to enthuse the Department; on the other 
hand serious abberrations have developed during the COllrse of their im-
plementation. ,In this Report, the Committee have dealt with various facets 
'of the problem and have suggested remedial measures for bringing down the 
pendency and reduction in the arrears of tax demands. 

The Committee have emphasised the need for strengthening the 

"Special Cell so that it becomes an effective instrument for overseeing the 
'activities of monopoly concerns, for directing, coordinating and expediting 

their assessments as well as for studying the methods employed by them 
to avoid/evade their tax liability. 

4. The Public Accounts Committee 19 ~ 1  examined the paragnph 
relating to Arrears of Assessments at their sittings held on 23 and 24 October, 
1980. The Committee considered and finalised this Report at their ~tt n  

held on 17 March 1981. The Minu:es of sittings of the Committee form 
Part 11* of the Report. 

5. A statement containing conclusions and recommendations of the 
Committee is appended to this Report (Appendix 111). For facility of 
reference these have been !Jlinted in thick type in the body of the Report. 

-Not prinred. (One cyclostyled copy laid on the Table of the House 
and five copies placed in Parliament' Library). 

(v) 



(vi ) 

6. The (Jommittee place on record their appreciation of the assistance 
rendered to them in the examination of this paragraph by the Office of the 
Comptroller 8IIld Auditor General of India. 

7. The Committee would also like to express their thanks to the officers 
of the Ministry of Finance (Department of Revenue) for the cooperation. 
pomptroller and Auditor General of India. 

NEW DELID; 

March 19, 1981 

Phalguna 28, 1902 (S). 

CHANDRAJIT YADAV, 
Chairman, 

Public ACcOunts Committee. 



ARREARS OF ASSESSMENTS 

Audit Paragraph: 

(a) *Income-l@ including Corporation tax 

1.1. (i) The number of assessment cases to be finalised as on 31st 
March, 1979 has increased as compared to that at the close of the 
Previous year. The number of assessments pending as on 31st March, 
1979 was 19.26 Iakhs as comopared to 15.38 Ialclrs as on 31st March, 
1978 and 17.42 lakhs as on 31st March, 1977. Of the 19.26 lakbs of 
pending cases as many as 10.52 Iakh cases related to small income and 
summary assessments. 

1.2. (ii) The number of as'Sessments completed out of arrear assess-
ments and out of current assessments during the past five years is given 
below: 

Number of assessments completed 

Financial 
year 

1974-75 

1975-76 

1976-77 

1977-78 

1978-79 

Number 
of assess-
ments for 
disposal 

55,18,327 

57,34,327 

56,go,717 

55,81,355 

52,35,891 

Out of 
current 

24>23,575 

25,08,108 

24,88,743 

25,72,678 

21,07,544-

Out of 
arrears 

14,17,271 

14,99,536 

14,60,136 

14,71,135 

12,02,783 

·InformatioD supplied by Ministry of Finance. 

Total Percen-
tage 

38,40,846 6g·6 

40,07,644- 6g·9 

39,4B,879 6g'4 

40,43,81 3 72'5 

33,10,327' • 63'2 

"Revised fiaure furnished by the Ministry of Finance is 33,12,099. 

Number 
of assess-
ments pend-
ing at 
the er.d 
of the 
year 

16,77.481 

17,26,683 

17,41,838 

15,37,542 

19,25,564 
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1.3. (iii) Category-wise break-up of the total number of assessments 
completed during the years 1977-78 and 1978-79 is as under:-

-------
1977-78 1978-79 

(a) Business cases having income over Rs. 25,000 2,75,24,8 2,33,472 

(b) Business cases having income over Rs. 15,000 but 
not exceeding Rs. 25,000 1,50,733 1,37,5JJ 

(c) Business cases having income over Rs. 7,500 but not 
exceeding over Rs. 15,000 2,19,303 2,01,352 

(d) All other cases (including refund cases) except those 
mentioned in categories (e) and (f) .  .  . 3,49,781 2,79,929 

(e) Small income scheme cases, Government salary and 
non-Government salary cases below Rs. 18,000 60,731 45,888 

(f) Summary assessments 29,87,927 24,12,165 

TOTAL : 4°,43,813 33,10,327 

1.4. (iv) Status-wise break-up of income-tax assessments completed 
during the years 1977-78 Wld 1978-79 is as under: 

1977-78 

(i) Individuals 31,85,228 

(ii) Hindu Undivided Families ,1,94,186 

(iiii) Firms 5,Bh815 

(iv) Companies 41,533 

(v) Association of persons 38,051 

TOTAL : 40,43,813 

1.5. (v) The position of assessments c ~ete  under 
Assessment Scheme is os under :--• 

I. Total number of assessments completed under Section 143(1) 
of the Act 

2. Assessments made under Section 143(2) (a) of the Act, (where an 
assessment having been made under Section 143(1) and assessee 
makes within one month an application objecting to the assess-

1978-79 

25,49,938 

1,77,732 

5,08,1g6 

35,g82 

38,479 

33,10,327 

Summary 

ment 1,804 

3' Assessments made under Section 143(2) (b) that is where the In-
come-tax Officer considers it neccsaary to verify the correctness of 
the return by requiring the presence of the assessee. .• 1,107 
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1.6. (vi) The position of pendency of income-tax assessments for the 
last three years is as under: 

AB on 31St AB on 31St A!J on 31St 
March 1977 March 1978 March 1979 

1974-75 and earlier yean 91,770 37,426 24,828 

1975-76 . 4,07,231 37,797 19,233 

19 ~  • 12,42,837 3,84,814 1i1,185 

1977-78 . 10,77,505 5,17,533 

1978-79 . 13,02,685 

TOTAL 17,41,838 15,37,542 19,25,¥i4, 

1.7 (vii) Category-wise break-up of pending income-tax assessments as 
-on 31st March, 1978 and 31st March, 1979 is as under: 

A~ on 31st A!J on 31st 
March 1978 March 1979 

(a) u~ ne  cases having income over Rs. 25,000 1,64,340 1,86,943 

(b) Business cases having income over Rs. 15,000 but 
not exceeding Rs. 25,000 1,59,232 1,72,335 

(c) Business cases having income over Rs. 7,500 but not 
exceeding Rs. 15,000 2,07,goS 2,17,097 

(d) All other cases (including refund cases )except those 
metioned in categories (e) and (f) below .  . 2,93,088 2,97,258 

(e) Small income scheme cases, Government salary cases 
and non-Government salary cases ~ el  

Rs. 18,000 .5°,567 35,900 

(f) Summary assessments 6,62,407 10,16,031 

TOTAL : 15,37,54JI 19,25,564 
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1.8. (viii) States-wise and year-wise break-up of pendency of income-tax. 
usessments as on 31st March. 1979 is as under:-

----------- ----
Status 1974-75 1975- 1976-77 1977-78 1978-79 Total 

and 76 

Individuals 

Hindu undivided 
families 

Companies 

FlI"IIIS 

Associations of per-
sons 

TOTAL : 

earlier 
years 

12,573 21,81 4 

1,11,812 

14,8g8 21,595 

(ix) Re-opened ,assessments and set aside assessments which are-
pending. 

1.9. (1) Year-wise details of asse'Ssments cancelled under Section 146 
of the Income-tax Act, 1961 (or under the corresponding provisions of the' 
old Act) and which are pending finalisation on 31st March, 1979 are as. 
follows: 

Assessment year 

1970-71 and earlier years 

1971-72 

1972-73 

1973-74 

1974-75 

1975-76 

19']6-77 

1977-78 

1978-79 

TOTAl. : 

Number 
of assess-
ments 

28g. 

399-

661 

2,055· 

12,032-
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1.10. (2) Year-wise details of assessments cancelled under Section 
263 of the Income-tax Act, 1961 (or under the corresponding provisions. 
of the old Act) which are pending finalisation on 31st March, 1979 are: 
as follows: 

Assessment year 

1970-71 and earlier years 

19 1 ~ 

1972-73 

1973-74 

1974-75 

1975-76 

1976-77 

1977-78 

1978-79 

TOTAL: 

Number 
of assess-
ments 

1.11. (3) Year-wise details of assessments set aside by the Appellate 
Assistant Commissioners under Section 251 of the Income-tax Act, 1961 
(or under the corresponding provision of the old Act) or by the Appel-
late Tribunals under Section 254 of the Income-tax Act, 1961 (or under 
the corresponding provisions of the old Act), where fresh assessments 
have not been completed as on 31st March, 1979: 

Set aside by Appellate Assistant 
Commissioners 

Assessment year 

1970-71 and earlier years 

1971-72 

1972-73 

1973""74 

1974-75 

1975-76 

1976-77 

1977-78 

1978-79 

TOTAL: 

Set aside by Appellate 
Tribunals 

Number Assessment Number 
of cases year of cases 

3039 1970-71 
an· earlier 

534 

years 

379 1971-72 65 

517 1972-73 119' 

723 1973-74 133 

1040 1974-75 140 

1038 1975-76 116 

861 1976-77 117 

627 1977-78 124 

779 1978-79 104 

9,003 1,472 
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1.12. (b) Pendency (If SltpIer Profits Tax and Surtax a e en~ 

The position of pendency as on 31st March, 1979 is given below: 

(i) Total number ofeases ror disposal during 1978-79 

(ii) Number of cases disposed of provisionally 

(iii) Number of eases disposed of finally 

(iv) Amount of demand raised on provisional assess-
~u .  .  .  .  .  .  .  . 

(v) Amount of demand collected on provisional assess-
~u 

(vi) Amount of demand raised on final a e ~t  

(vii) Amount of demand collected on final a e ~u 

(viii) Number of eases pending as on 31St March, 1979 . 

(ix) Approximate amount or tax involved in (viii) 

(Amount in thousands or 
rupees) 

Super profits Surtax 
tax 

12 5,204 

760 

g88 

41,32,14'9 

38,72,97.1 

28,21 25,94,08'4 

29,76 25,07,38•1 

II 4,216 

194 34,80,21 ·7 

.-~.

1.13. Year-wise details of assessments, under Companies (Profits) 
Surtax Act, 1964, pending as on 31st March, 1979 are as under:-

Number 
0: assess-
~t  

IgIig-70 and earlier years 4B 

1970-71 20 

1971-72 35 

1972-73 6g 

1973-74 107 

1974-75 226 

1975-76 441 

1976-77 831 

1977-78 II 76 

1978-79 1238 

TOTAL : 4191 
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1.14. (c) Year-wise details of Wealth-tax, Gilt-tax and Estate Duty 
assessments pending on 31st March, 1979 are given below. The 
approximate amount of tax/duty involved therein has not been furnished 
by the Ministry of Finance: 

Number of assessments pending, 

Wealth- G:ft-tax Estate 
tax duty 

----
1974-75 and earlier years 9,942 2,581 40509 

1975-76 35,936 2,520 3,220· 

1976-77 46,147 2,g66 4,932' 

1977-78 63,478 3.8g6 6,117 

1978-79 1,76,058 9,844 9,024. 

TOTAL: 3,31,561 21,807 27,802 

-----.. _--
(d) Incentive Scheme for outstanding performance in assessment work 

1.15. As n result of Public Accounts Committee's recommendation to· 
improve the performance of asse'ssment work and in order to encourage 
the Income-tax Officers to give their best, an :Incentive Scheme for quality 
work in assessment has been introduced from lst April, 1976. The 
Scheme contemp!ates 20 cash awards 8 of Rs, 2,000 each and 12 of 
Rs. 1,000 each to be given annually to the Assessing Officers whose 
assessments are rated to be the best of the year. 

1.16. The information regarding the number of beneficiaries and the 
amount disbursed in 'nil' for the years 1977-78 and 1978-79. 

(Paragraph 7 of tho:! Report of the Comptroller and Auditor 
Geneml of India fer the year 1978-79, Union Government 
(Civil), Revenue Receipts, Vol. II-Direct Taxes (pp. 15-22), 

REPORT 

ARREARS OF ASSESSMENTS 

A. Action Plans 

1.17. Under Section 153 (1) of the Income Tax Act, 1961, the 
assessments are to he comp1eted by the Department within 2 years from-
the end of the assessment year in which the income was first a e~a ltt 
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.or the expiry of one year from the date of filing of the returns or a re~ 

vised return, whichever is ktest. 

1.18. The total  number of assessments completed, during the year 
1978-79 declined to 33.12 lakhs as compared to 40.44 lakhs in 1977-78. 
There was a correspondhlg increa'se in  pendency as on 31 March, 1979, 
of about 4 lakh assessments from 15.38 lakhs to 19.26 lakhs. In other 
-words, the percentage of assessments completed declined sharply from 
72.S in 1977-78 to 63.2 in 19 ~ 9. The table in sub-para (vi) of para 
7 of the Audi: Report shows that as many as 24,828 income tax assess-
ment year 1974-75 and earlier years were pending as on 31-3-79. Apart 
from this, as many as 17,032 wealth tax/gift tax/estate duty assessments 
pertaining to the year 1974-75 and earlier years were also pending on 
,31-3-79. 

1.19. The Public Accounts Committee have, over the years, expressed 
·concern at the large number of pending assessments. The need for e ~ 

penditious dearannce of pending assessments particularly in big income 
·.cases has been pOinted out by the Commit:ee repeatedly in the past. 
In para 1.43 of the 117th Report, the Committee (1969-70) while tak-
ing note of the Ministry's assurance that the Board expected to reduce 
-the pendency to 10 lakh5 by the end of 1969-70 and to "an insignificant 
figure by 1972, had expressed the hope that vigorous efforts would be 
made by the Board to fulfil the undertaking given by it. The Ministry of 
Finance stated in reply (Jan. 71) that the Board had issued suitable 
instructions to the Commissioners of Income Tax and it expected that 
pendency as on 31 March, 1972 would be further reduced to about 2 to 

3 months' work load. 

1.20. Explaining the 'Position with regard to disposal of pending 
:assessments mentioned in the audit paragraph, the Ministry of of Finance 

bave stated: 

"The Income-tax Department has been having a yearly Action 
Plan from 1974-75. The Action Plan is formulated after 
going through the following exercises: 

(i) Take stock of the pending work-load as well as the current 
addition during the year. 

(ii) Take stock of the avail'3ble resources particularly from the 

man-power angle. 

(iii) Determine the priorities to be set for the Department. 

(iv) Set down targets in important areas. 
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Over the years the Department has atteched ncre~n  importance 
to the task of reduction of tax arrears. Reducton of arrear 
and current demand had the first priority in the Action Plan 
for 1978·79. Consequently, disposal of assessments could 
not be' given the first priority." 

1.21. Indicating the rea~ n  for the sharp decline in the number of 
completed assessments during 1978-79, the Ministry of Finance (Depart-
ment of Revenue) have stated: 

Year 

1975-76 

1976-77 

1977-78 

1978-79 

"There is a shortfall of about 7 lakhs income-tax assessments in 
the year 1978-79 as compared to the disposals in the year 
1977-78. Included in the figure of the total number of 
assessments completed are assessments which are termed ~ 
ineffective as'Sessments. An ineffective assessment is an 
assessment made when the total income is below the taxable 
limit end is referred to as an NA and filed case. In the year 
1977-78 12 conscious decision was taken to segregate such 
ineffective rturns and not to complete assessments in such cases 
in that year. However, the in'Structions to the field authori-
ties were that permissible ineffective assessments could be com-
pleted. Such returns would be those which would get barred 
by limitation, end return'S involving refunds. The number 
of NA and filed cases diSPosed of in the years 1975-76, 
1976-77, 1977-78 and 1978-79 is given below. 

Disposal of 
NAand 
Filed cases 

573532 

Figures given in the table  hereinabove would indicate that 
the disposal of NA and filed cases has been constantly on the 
decline with a noticeable drop in the year 1978-79. When 
compared to the figures of 1977-78, the number of ineffective 
and filed cases has been .reduced in 1978-79 by as much as 
1,64,000." 

1.22.1be Committee e ~e  to know, what according to the Ministry, 
would be the reasonable level of pendency at the end of a year, whether 
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any target  date had been fixed to achieve that level and if so, what steps. 
were bejng taken to clear the arrears. In a note, it has been stated: 

"The Ministry are of the tentative view that the pendency under' 
summary assessment at the end  of the year should be 10 per 
cent of the' workload of summary assessments and in regard 
to scrutiny assessments, the pendency at the end 9f the 
year should be of the order of 25 per cent. Detailed exer-
cises to achieve this and make suitable projections of cases 
and man-power are under way but the results of tentative' 
exelcise carried cut show that the Income-tax Department 
would be able to. achieve lQ per cent pendency in the caSe of 
summary assessm.ents by 1983-84 and the 25 per cent pen-
dency in the case of all scrutiny cases by 1985-86. An impor-
tant and inescapable corollary to this achievement would be' 
that we would require 500 additional ITOs spread over the' 
period upto 1983-84 with supplementary staff, to achieve 
this tal get." 

1.23. During evidence, the Committee desired to know why the assu-
trances held out to them several years earlier had been not fulfilled and' 
why the pendency had on the other hand been going up from year to year. 
The Ymance Secretary explained the position as follows: 

" ...... I myself have gone into this question as to why there 
had been sharp fall in the disposal of assessments. From 
1974-75 onwards this department has been operating 0'0 the' 
"basis of 'action plan' and that the Department has tried to do 
is to set before itself at the commencement of every financial 
year certain targets for its performance and identify certain 
areas as warranting special attention of the 'Part of the depart-
mental officers. T e ~ are discussed within the department 
by the Board collectively and .also discussed with the Commis-
sioner of Income Tax. On the basis of such discussion, 
the department issues 'action plan' and the Board evalua-
tes its own performance with regard to this 'action ~an" .. 
,. .. ' ...... 

What happened was in the year 1978-79 'action plan' was drawn 
up and sent to various field formations on 4th May, 1978 .... 
This 'action plan' asked the Income Tax Officers to lay aside' 
the so-called ineffective  cases and concentrate on effective 
cases and wealth tax and penalty cases. From the figures 
furnished, I find that as a result of this one direc-
tive as many as 1.64 lakhs of ineffective cases were not attend-
ed to. Department also concentrated on the dispos!lJ. of 
wealth tax cases. The increase in 1978-79 in the disposal 
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of wealth tax assessment cases was 1.57 lakhs. Sir, it is 
very difficult to establish co-relationship between simple in-
come-tax case and wealth tax case. I would only say aSsum-
Ing that one wel:llth tax assessment is equal to two salary cases 
this extra disposal in wealth tax assessment will alone account 
for 3 lakhs of additional disposals. The 'action plan' also 
laid stress on disposal of penalty cases. In 1978-79, the 
number of penalty orders passed for concealment of income 
was as high !is 28,000 as against 8,000 in 1971-78. 

Then, Sir, the problem of mounting arrears of income tax had been 
causing concern both to the department as well as Parliament. 
l er~ re  in this year emphasis was laid on reduction of 
arrears and the figures will bear witness to the fact that a signi-
ficant dent was made on this problem of arrears of income_ 
tax in 1978-79. If you make allowance for all these factors 
this deliberate decision to lay aside ineffective cases, accelera-
ted disposal of wealth tax .assessment cases, greater attention 
to penalty cases v.ith all the time-consuming procedures 
involved and the special stress laid on a substantial reduction 
of arrears. I would submit that the department's perfor-
mance in 1978-79 was not on the whole bad. 

When I say this, I do not mean to say that we are fully satisfied 
with everything and that the Department cannot do better. 
It is not so. There is always scope for improvement. This 
is my submission. The question of disposal of assessments is 
very important. We have to see that the wealth-tax assess-
ment cases do not get time-barred. The Department had to 
take special steps to dispose them of. In that year Rs. 200 
crores addition was made to the demand under this item-
wealth tax. But of course we don't know how much cif it 
will stand actual judicial scrutiny. But we do hope at least 
some part of the. demand which we have raised will stick. 
So, my only submission is that one may have to make some 
allowance for these factors while considering this question of 
disposal of a!'sessments." 

1.24. The Member of  the Central  Board of Direct Taxes, who at the 
relevant point of time was Director, o&M and was responsible for draw-
ing up the detailed 'action plan' amplified: 

"Since 1974-75, we have based the working of our department on 
the concept of management by objectives-MBO as it is called, 
under which we lay down all-India objectives. We identify 
the key result areas on which the de'lfctrtment should con_ . 

4107 LS-2. 
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centrate in that year. From 1974-75 to 1977-78, we had 
placed our emphasis only on the disposal of income-tax assess-
ments. We found-this is borne out by the report itself-
that whereas disposal had remained almost in the neighbour-
hood of 40 lakhs, varying between 38 to 40 lakhs, the number 
of pending cases at the  end of the year was not going down. 
We also found, on a review made in respect of the four action 
plans which had preceded the 1978-79 action plan tim most 
of the items relating to pre-assessment work and post-assess-
ment work had r~ a ne  neglected. Penalty casl!s were 
growing from year to year. Audit objections were not being 
attended to. Taxes paid were not being credited and so on. 
In order to save some man-hours and within the constraints 
within which we were working, especially constraint about 
man-power resources available to the department, and other 
legal constraints liks introducing a time bar in wealth tax 
assessments whicl} made it obligatory on the department to 
complete ~ e assessments before 31-3-1979, we thought we 
could cut out some of the areas from our action plan, which 
did not need our immediate attention." 

He added: 

" ...... During 1978-79. our ITO's were asked to do effective cases 
only. . . . .. there was no such ban in 1977-78, with the result 
that out of those 7 lakh assessments, more ,than 1.5 lakh cases 
fell under that category, we did not want OUr employees [0 be 
deployed for doing work which was of an infructuous nature, 
which means where the income disclosed was below the tax-
able limit." 

1.25. To a pointed question why man-power was being wasted on 
ineffective category cac;es which had no relevance or validity, the witness 
replied: 

"If we look at it from that Ipoint of view, ineffective cases which 
give us no relevance, should be r~ e  from OUr registers. 
There is no denying it. But it sometimes happens that the 
assessees file their references in order to keep their records 
straight, even though in respect of that assessment year, their 
income is just below the taxable limit. So we have to keep 
them on the trial register for some years. If for a number of 
years, the income returned is less than the taxable limit, then 
we can certainly strike off their names." 
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Tho Finance Secretary added: 

"Following the assurance which you got from my predecessor in 

1970, I assure you that we will go into this question and see 

that a dent is made in the overall pendency. All I am plead-

ing is, in 1978··79, the Department said, "these are our man-

power resou):'ces; these are limited. Therefore, we will con-

• centrate on these cases ...... There is also the problem of 

reduction of arrears. If you m,ake allowance for this, I would 

say, the drop in absolute terms of the disposal of assessments, 

though looks large, is reasonably explained . 

. . . . You wanted me to give an assuranCe on behalf of the Depart-

ment. I have to respond to that in a constructive spirit. 

While concentrating on important cases, we should also bring 

down overall pendency. An assessee can rest in peace only 

when he is told by the Department, "You forget it, that case 

is settled." ...... Increase in disposal of cases is also import-
ant. This is a very legitimate task which we have set before 

us. It is not enough if we concentrate only on clearing arrears 

in regard to wealth-tax cases, in regard to penalty case, and 

the like. One or two years is all right. We can ignore it. 

But at some stage, we should also try to bring down the over-

all pendency." 

1.26. Subsequently, the Department furnished at the Committee's 

iinstance, a copy of the note which was prepared for discussion by the 

~ ar  for finalising the Action Plan for 1978-79. 

This note took stock of the position during the last four years with a 

view to assess the progress achieved in the various fields and if need be, 

ltO change the priorities, re-set the targets, etc. The note inter-alia states:' 

"Indeed, a study of the various spheres of work does not reveal a 

very bright picture; in any case, some corrective action seems 

to be called for immediately, Whether it be the arrears of 

assessment or arrears of ta'{ demands, the over-all picture 
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is not too encouraging. The following table reveals the dis--
posal of income-tax cases: 

(In laIms) 

Pinancilll Year Workload for the Disposal during the Pending at the end 
year year of the year 

LT. W.T. LT. W.T. LT. W.T. 

--------------------I 2 3 4 5 6 7 

1974-7S 
1975-76 
1 97f>-./7 

55. 01 

57·53 
56 -79 

4.'88 38 .51 

5-08 40 -25 
5.52 39·54 

2·53 16·5° 2-35 
2- 64 17-28 2-44 

2-76 17- 25 2-76 -

55-71 6-00 4°·93 3- 06 14-75·· 2-94 

.Projected on the basis of disposal upto December, 1977· 

... The slightly lower pen:iency expected to be carried forward on 1-4-1978 is due to the 
fast that under Board's revised instructions pendency of current cases was restricted only to 
cases where notices u/s 139 (2) are issued or where returns actually received. 

As can be seen, the quantum of work expected to be carried forward' 
on 1-4-1978 is almost the same as was four years back. This is inspite 
of the fact that there has been increases in man-power during the period as. 
under: 

Increase in Manpower during this period: 

S.No. Date No_of 
!TOS 
added 

I. 4-6-1975 

2_ 30-11-1977 

1.27. Setting out the objectives of the Action Plan for the year 197&-79 
the Chairman, C.B.D.T. in his D.O. letter dated 4th May, 1978 addressed 
to all the Commissioners of Income Tax, stated: 

"As you are aware, the budget estimates for 1978-79 have been 
increased to Rs. 2,585 crores as against Rs. 2,300 crores for 
1977-78. This calls for according the highest priority to the 
maximisation of collections. The collection effon is, therefore. 
to be mounted with sincerity and vigour so as to also achieve 
a major break-through in the problem of tax arrears. The 
extreme urgency of the matter is also evident from the com-
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. ments in the Parliament and the Public Accounts Committee 
on this subject. Hence, a complete revaluation of our priori-
ties has been made by us this year ..... . 

• On the ac;sessemen! front a new dimension is being added 
to our endeavour. In this year an attempt will be made to 
dispose of only "effective" assessments .... since the disposal 
in this year, unlike last year, would be confined only to "effec-
tive" oases, the disposal of assessments in terms of numbers 
has been purposely kept low. The man-power saved from 
attending the infructuous work will be more fruitfully employed 
in the followin.g areas of work: 

(a) Combating the menace of increasing tax arrears; 

(b) Improving the quality of assessments; 

(c) In::reasing the disposal of assessments under Wealth Tax Act 
where some assessments wi!! be getting time-barred in 1978-
79." 

Monitoring Machinery 

1.28. The Committee desired  to know whether there was any machinery 
:in the Board to monitor the actual performance against the prescribed 
standards from time to time during the course of the year. The Ministry 
~ a e stated: 

"In implementing the Action Plan ... the All India targets for 
different key result areas are fixed and communicated to the 
Commissioners of Income-tax who are to formulate their own 
action plans having regard to the all India objectives, the man-
power available with them, the work-load involved and other 
constraints in the field. The Commissioners are to report 
to the Board the results achieved at the end of every quarter 
vis-a-vis the targets fixed. Their performances are then. 
revieWed and comments are given by the Board. These are 
known as quarterly reviews of control statistics." 

·1.29. During evidence, the Chairman, C.B.D.T. stated: 

"The monitoring of Action plan is done by the Chairman himself. 
A quarterly review of the progress of the Action Plan is sent 
to the Commissioners. 

1n the Board there is a functional distribution. In addition to that 
each member has a ward-a particular zone. He looks into 
their local problems and whenever he goes there he watches 
the progress of work and also looks into the general progress 

too." 
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1.30. The Action Plan (1978-79) proposals submitted in March 1978 
indicated the following aberrations/drawbacks that had developed during 
the course of implementation of the annual Action Plans over the 4 year 
period ending 1977-78. 

(i) More than 1 f3 of the departmental effort was being used to 
deal only with ineffective cases, yielding no demands; 

(li) The number of effective cases where notices u/s 139(2) had 
not been issued had increased in geometrical proportion after 
the introduction of the Action Plan in 1974-75. "This may. 
be with a view to suppressing the inputs of current assessments 
from year to year and thereby achieving the Action Plan targets 
of carrying forward only a certain percentage of pending 
assessments. " 

(iii) The pendency of penalty cases under the Income Tax Act, 
Wealth Tax Act, Gift Tax Act as well as that of audit objec-
tions had been increasing; 

(iv) The main rationale of the summary scheme was to utilise the 
man power saved to make detailed investigatiOn in all the 
cases left for scrutiny. This objective has not been pursued. 

(v) There was no co-ordination between income tax assessments 
and wealth tax and other direct taxes assessments; 

(vi) Where appeals were pending before the AAC, Income tax 
Tribunals, or High Courts, no briefs were being sent for 
giving assistance to the Department Counsels etc. etc· 

1.31. The Note further points out that target setting with reference to 
artificially fixed work norms had proved to be counter-productive from 
three view-points: 

(a) As stated above, it had let to suppression of actual workload 
of current assessments; 

(b) It had led to fulfilment of targets by the diposal of higher per-
centage of infructuous assessments; and 

(c) It had also led to complete neglect of pre-assessment work as 
well as follow up post-assessment work. 

1.32. Time Mnd again, the Public· Accounts Committee have expressed 
leoncem onr the mounting pendency assessments. In paragraph 1.43 of the 
1l7th Report, the Committee (1969-70) had taken note of the Ministry's 
88,'iUrancc that the Iloard expected to reduce the pendency to 10 lakbs by 
the cnd of 1969-70 and to 'an insignificant figure' by 1972. Far from the 
assuranre held out to the Committee having been fulfiRetl. the IJend'ency 
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has gone up to 19.26 Iakbs at the end of the year 1978-79 which itself 
recorded 9D increase of 3.88 lakh assessments over 1977-78. The first ever 
study under:taken by the Directorate Of O&M Services in the Central Board 
of Direct Taxes in early 1978, to take stock of the position and assess the 
progress achieved during the four-year period (1974-78), "does not reveal 
a very bright picture. .  • Whether it be the arrears of assessments or arre-
ars of tax demands, the overall picture is not too encouraging. The quan-
tum of work expected to be carried forward on 1-4-1978 is almost the 
same as llas four years back. •.• This is inspite of the fact thlt there has 
been iucrease in man-power (to the extent of 373 Income-tax Officers) 
during the period." 

1.33. The Committee ~e concerned to note the submission made by 
the representatin of the Ministry during evidence that. .• ."We also found, 
on a review made in respect of the four action plans which had preceded· 
the 1978-79 action plan that most of the items relating to pre-essessment 
work and post-assessment work had remained neglected. Penalty cases 
were growing from year to year. Audit objections were not being attended 
to. Taxes paid were not being credited and so 01"'. 

1.34. The Committee would also like to draw attention to some other 
serious aberrations tbat have developed during the course of implementa-
tion of the Actiou Plans namely:-(i) more than 1/3 of the departmental 
effort was being used only to deal with ineffective cases, yielding no ~

mand; (ii) number of cases where notices under Section 139(2) had not 
been issued had increased in geometrical proportion, "may be with a view 
to suppressing the inputs of current tlSSCS§ments from year to year and 
thereby achie\ing the Action Plan targets of carrying forward only a cer-
tain percentage of pending assessments", (iii) there was no coordination 
between income tax and wealth tax and assessments under other cIirect 

taxes. 

1.35. The above paJ1:lgTaphs reveal a very unhappy state of affairs ia 
the Income Tax Ilepartment. It is obvious that the attempt to translate the 
concept of "Man.'lgement by Objectives" through the yearly action Plans 
has failed to enthuse the tax collection machinery and to reorient its [unc-

t n n~ on puryosh'e lines. 

1.36. The Committee have dealt with the mrious facets of the problem 
in detail in the subsequent sections of this Report. At this stage, they would 
only like to eml)hasise the imperatin need for a thorough reorientation snd 
tr~a l n n  of the machinery so as to make it an efficient tool for realis-
ing the objectives of the Government. Any amount of plugging the loopho-
les through sllccessive amendments of the tax laws would be an exercise in 
futility only making the law onerous and cumbersome so long as the top 
functionaries  of the organisation are not able to motivate properly the 
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field staff as well as those working in the e~er  towards achieve-
ment of cIeady defined objectives. The Committee recommend that besides 
official tours undertaken by the Members of the Central Board of Direct 
Taxes, periodirol re\'iew meetings should be held with the field officers to 
discuss threadbare their problems and difficulties with a view to improv-
ing the administrathc efficiency Of the Department. 

1.37. The Committee are of the view that there is a paramount need 
not only to tone up the management information system at all levels but 
also for simplification of procedlD'es and bringing about the hUJlliJn touch 
which is so essential in any organisation which has day-to-day dealings 
with the public. 

1.38. The problem of mounting arrears of tax assessments and delays 
in finalisation Of cases Ills a human aspect to which the Department do not 
seem to have given adeqm:lte thought so far. So long as a case is not futsli-
sed, the honest tax payer continues to suffer from a nightmarish feeling 
that he is in the dock. The committee cannot therefore, emphasise too 
strongly the IIrgent need for clearing the backlog of assessment under a 
time bound programme and also for ensuring that fresh cases are not aHow-

ed to get piled up. 

1.39. The Commiftee desire that the Ministry of Finance sbould take 
n&te of the various lacunae in the implementation of the Action Plans re-
ferred to above and etfect necessary improvements withont delay. 



· B. Reduction of Arrear ar.d Current Demand 

2.1. The figures given in para 6 of the Audit Report reveal that gross 
arrears of Rs. 910.64 crores were due as on 31.3.79. The break-up is 
as under: 

Corporation Tax 

Income Tax 

Interest 

Penalty 

Total: 

(Rs. in 
crores) 

200.42 

104.57 

2.2. Of the above arrears of tax for 1968-69 and earlier years amoun-
ted to Rs. 76.97 crores. 

The total demand raised during the years 1975-76 to 1978-79 was as 
under: 

Financial Year Total 
demand 
raised 

---
(Rupees in 

crores) 

1975-76 1194. 22 

1976-77 1273. 03 

1917-78 1426 .g6 

1978-79 1557'78 
.. ---

2.3. The revised objectives set for the Action Plan, 1978-79, inter-alia 
laid emphasis on combatiDg the meaace 01. ever increasing tax arrears. 
Accordingly, the following targets were fixed: 

19 
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"Collect at least 55 per cent of the gross arrear demand through 
adjustment/collection/reduction and collect atleast 90 per cent 
of the gross current demand through at adjustment/collection/ 
reduction. 

or 

reduce the outstanding arrears demand to be carried forward on 
1.4.79 by 25 per cent of that brought forward on 1.4'.78." 

2.4. During evidence, the Member C.B.D.T. explained the achieve-
ments in reduction of arrear demands with reference to targets laid down 
in the Action Plan (1978-79), as follows: 

"In 1978-79, among other things, greater emphasis was laid on 
this aspect especially. This particular aspect of the work got 
greater emphasis. Action Plan was initiated. There have 
been specific targets laid down. One was to reduce the 
amount carried forward from arrear demands by 50 per cent. 
Also, to reduce arrears carried forward hom current demand 
and to collect 85 per cent out of the current demand. With 
the re-formulation of the Action Plan, these targets were 

stopped up. We asked the Commissioners in the Commis-
sioners Conference to increase the targets, let the reduction 
out of arrear demand be 55 per cent and reduction out of 
current demand 90 per cent. In terms of this, specific action 
was taken. Of course, the Commissioners have got their dis-
cretion to organise things in their own way .......... " 

2.5. He added: 

" ........ The result is significant in terms of the targets of reduc-
tion of arrears by 55 per cent. The achievement was 44.4 
per cent instead of 55. Out of current demand, instead of 
90 per cent they could collect 90.6 per cent. The demand 
outstanding as on 31.3.78 was Rs. 990 crores ....... As of 
the end of the year 1978-79, this has been brought down to 
Rs. 911 crores. This has been a very significant achievement. 
As you know, we had not been able to make a dent on this 
problem. This was the year in which we reduce the arrears 
by Rs. 79 crores ...... The second point to note is that while 
we reduced the total from Rs. 990 crores to Rs. 911 crores. 
that is about Rs. 79 crores, all oT it was the reduction in tax 
arrears. Out of Rs. 990 crores of the preceding year, the, 
tax in arrears was Rs. 634 crores. This was brought to Rs. 
555 crores, notwithstanding the fact that, during the year 
1978-79, we raised a c~nt demand of Rs. 205 crores more 
than the preceding year." 
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2.6. He further added: 

" •..... Now we have done some statistical exercise. At the end 
of March 1973, the demand outstanding w;as Rs. 790 crores. 
We collected Rs. 1183 crores. The percentage to the total am-
ount collected during 1972-73 was as high as 66.5. This 
percentage went down to 61 next year and it remained 
around 61. In the year 1975-76, it went down to 48 per 
cent. In 1976-77 it was 40 per cent. It registered a slight 
increase of 44 per cent in 1977-78. It went down to 37.5 
per cent in 1978-79 and it is about 37 per cent in 1979-80. 
It is our c n' t~nt endeavour to bring down this because we 
are aware of the fact that every time we go to the P,arlia.!nent 
for additional dOSe of taxation. we are reminded of the need 
to bring down tax arrears. We are constantly endeavouring 
to bring it down, but we cannot eliminate it completely. 

2.7. The Committee desired to be furnished with a statement showing 
the (i) arrear demand and (ii) current demand; the number of assessee 
and total demand as on 31.3.78 and 31.3.79 under the following groups: 

(i) Upto Rs. 1  lakh 

(ii) Over Rs. 1  lakh and upto Rs. 5 lakhs 

(iii) Over Rs. 5 lakhs and upto Rs. 10 lakhs 

(iv) Over Rs. 10 lakhs and upto Rs. 25 lakhs 

(v) Over Rs. 25 lakhs and upto Rs. 1 crore 

(vi) Over Rs. 1 crore. 

2.8. In reply, the Ministry of Fmance have stated that the requisite 
information regarding the number of assessees 'from whom (i) arrear 
demand (ii) current demand outstanding as on 31.3.78 and 31.3.79 under 
the various income groups is not readily available as it is not maintained 
according to "Income Groups". The collection of the required information 
by scrutiny of individual records from the field offices spreading all over 
the country will involve considerable time and labour. However, infor-
mation regarding arrears due under the various tax arrear ranges as on 
31.3.78 and 31.3.79 is available in t ~ C&AG's Report for the year 
1978-79, at page 12 against para 6 (iii)." 

2.9. The Committee further called for a statement showing the total 
arrear demand of Rs. ten lakbs and above as 0'11 31.3.78 and 31.3.79 out-
standing against each monopoly house covered by the Monopolies and 
Restrictive Trade Practices Act, 1969. The Ministry accordingly fur-
nished a statement which is reproduced in Appendix I. 
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2.1.0. The Committee observe that one of the major problems on which 
particular emphasis was laid in the Action Plan for 1978-79 was the 
menace of "ever increasing tax arrears" which stood at Rs. 990 crores as 
on 31-3-78. The action pIlan envisaged collection of at least 55 per ccnt 
of the gross arrear demand and 90 per cent of the gross current demand. 
The aetnal achiel'cment was 44.4 per cent collection of the gross arrear 
demand aud 90.6 per cent of the current demand. The gross arrears were 
brought down from Rs. 990 crores to Rs. 911 crores at the end of the 
year 1978-79. The entire reduction of Rs. 79 crores is stated to b.lVe been 
achiend in the tax in arrears (from Rs. 634 crores to Rs. 555 crores). 
According to the Ministry, this reduction was achieved notwithstanding the 
fact during 1978-79, the Department raised a current demand of Rs. 205 
cr~re  more than in the preceding year. 

2.11. The Committee do consider that commendable efforts have been 
nude to reduce the tax arrears. It is, however, clear that more cfforts aR 
needed to reach the target, the achievement of which fell short by about 
11 per cent. Thus, even if there is evidence of efforts being made in the 
diret.-tion of reduction of tax arrelfS, the efforts need to be augmented. 

2.12. From the statement given in Appendix I the Committee finel 
that the net arrears of tax outstanding against the monopoly houses cove-
red by the MRTP Act, 1969 amounted to Rs. 1164.60 lakhs I:lS on 31. 
March 1978 and Rs. 711.14 lakhs as on 31 March 1979. The Ministry 
have stated that ''this statement does not include information about three 
dominant undertakings registered under section 20(b) of the MRTP Act, 

1969." 

2.1.3. The Committee recommend that information regarding tax in 
arrears and current demand exceeding Rs. 10 lakhs  should henceforth be 
made avaDable to Parliament through the Annual Reports of the Ministry. 



C. Scrutiny Assessments 

3. t. The need for expeditious clearance of pending assessments parti-
cularly in big income cases has been pointed out by the Public Accounts, 
Committee repeatedly in the past. To mention only a few of the Com-
mittee's earlier r'!commendations, attention may be drawn to paras 73 of 
21st report '(3rd Lok Sabha) 1.8 of 17th report (4th Lok Sabha) 1.9 of 
76th report (4th Lok Sabha) 1.12 of 100th report (4th Lok Sabha) 1.42 
of 117th report (4th Lok Sabha) and 4.4 of the 87th report (Fifth Lok 
Sabha. In para 1.33 of their 4th Re'port (1977-78) the Committee had. 
inter alia stated: 

"Since under this (Action) plan, an Income-tax Officer could dis-
pose ·of 75 per cent of company cases and 70 per cent of 
non-company cases as the case may be and still leave out the 
real big income cases as part of the remaining 25 per cent 
or 30 per cent, they would like the Central Board of Direct 
Taxes to re-examine this aspect and ensure proper planning 
of the work of Income-tax Officers so as to complete in time 
and on priority basis the high income group assessments ex-
peditiously. " 

Company Assessments and other high income assessments 

3.2. The Action. Plan for 1978-79 laid down a target of disposal of 
90 per cent of the total workload of company assessments (with income 
above Rs. 25,000) and 75 per cent in respect of non-company scrutiny 
assessments with returned/last assessed income of Rs. 1 lakh and above. 

3.3. The Tables in sub-paras (iv) and (viii) of Para 7 of the Audit 
Report (1978-79) show that the number of company assessments completed 
during the year 1978-79 was 35,982 'as against 41,533 assessments com-
pleted during the year 1977-78. The number of such assessments pending 
at the end of the year was 40, 563 as against 34,864 cases pending at the 
end of the previous year, 1977-78. 

3.4. The Committee have been informed that Company assessments 
are made in company circles which have been carved out in important 
places such as Bombay, Delhi, Calcutta, Madras, Ahmedabad, Bangalore, 
and Hyderabad. Where, having regard to the workload, it is not possible 
to carve out separate company circles, c('Jllpany assessments are made by 
ITOs alongwith other cases over which they hold jurisdiction. Company 
assessments are also made in Central Circles where groups are centralised. 

23 
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3.5. In reply to a question regarding the number of ITOs attached to 
the various Company Circles, the Ministry have, in a note, stated as 
follows: 

"The information has been ascertained from all Commissioners 
barring a few. The following is the position as on 1.9.80. 

No. of Company Circles No. of 
ITOs 

Remarks 

89 295 In certain charges there is no separate 
company circle. The Income-tax Officers 
man charges which are mixed and inclu-
ded in this are cases of companies. Apart 
from this there are two lACs (Assessments) 
holding jurisdiction over companies." 

3.6. The Committee desired to know why the progress in the c l~ 

tion of company assessments was poor. The Ministry have, in a note, 
stated: 

"( 1) During the year the emphasis was mainly on reduction of 
arrear demand. It would be seen that the gross arrears of 
Corporate tax have declined during the year from Rs. 185.96 
crores to Rs. 168.04 crores. 

(2) The reduction in overall arrears was from Rs. 989.87 crores 
to Rs. 910.64 crores. 

(3) During the year the gross demand raised was Rs. 1799 crores 
as against Rs. 1593 crores in 1977-78. 

(4) The number of higher income assessments between 1 to 5 
lakhs was 38251 against 36518 in the earlier year. The dis-
posal in cases above Rs. 5 lakhs w.as 3714 against 3208 in 
1977-78. 

Though disposal of company assessments has fallen, more big 
case's have been disposed of, more demand has been raised 
and more reduction has been actieved." 

3.7. Elucidating the position further, the Member, CBDT stated in 

evidence: 

"The disposal of higher income assessments between Rs. 1 and 
5 lakhs was 38,251 as against 36,518 in the earlier year. 
Disposal of cases with income of above Rs. 5 lakhs was 3714 
as against 3208 in the preceeding year. Regarding com-
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panies, we have s:ated in reply to Questionnairs that in respect 
of all cases where the income fell between Rs. 1 and 5 lakhs 
we have disposed of 1733 .assessments more. Where the ill-
come assessed WGS above Rs. 5 lakhs, we disposed of 506 
assessments more. These are the cases from which we get 
substantial revenue. In Tact, the main revenue comes from 
them. I do admit with very great respect, that there is some 
fall if we look to the scrutiny assessments as a whole, but in 
so far as the higher category cases are concerned, i.e. between 
Rs. 1 and 5 lakhs and above Rs. 5 lakhs, we have definitaly 
given a better disposal and therefore, we are able to raise a 
demand which was more by Rs. 205 crores this year." 

3.8. In a note subsequently furnished to the Committee, Government 
have given the following figures of performance in regard to disposal of 
'scrutiny assessments during 1978-79: 

.Area of work Workload Expected Expected Actual % of Col. 
disposal disposal disposal 5 to Col.4-. 
as per all as per 
India C.I.T's 
objective objective 

2 3 4- 5 6 

·Companv assessments with income 
above Rs. 25,000/- 23,625 21,262 17,353 12,166 7°·1% 

Non-company scrutiny assessments 
with returnedilast assessed income 
ofRs. I lakh and above. 63,712 47,784 41,144- 41,648 gS.8% 

3.9. In reply to a further question, the Ministry have informed the 
Committee that the total number of company assessments completed 
during the financial year 1978-79 was 35,982 as against 41,533 in the 
financial year 1977-78 thereby showing decline to the extent of 5,551. 
The *category-wise disposal of company assessments for these two years 
was as under:-

Cate.I Cate. II Cate. HI Cate. IV Cate. V Total _ .. __ ._._-------

*Category 1-
Category 11-
Category 111-
Category IV-

Category V-

2165 

1869 Ij,9'3 

Bussiness Cases having income over Rs . .25,000. 

711 

9°5 

Business cases having income over Rs. 15,000 but not exceeding Rs. 25,000 
Business cases having income Rs. 7,500 but not f"xceeding Rs. 15,000 
All other cases except those mentioned in category (V) below and refund 

cases. 
Small income scheme cases, Government salary cases and non-Government 

salary cases below Rs. 18,000. 
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3.10. Shortfall to the extent of  4,399 out of the total shortfall of" 
5,551 is accounted for by decline in disposal of category IV company 
cases only. Thus the decline in completion of other categories of company 
assessments is small. 

Wealth Tax Assessments 

3.11. In the Action Plan for 1978-79, the objective set was to com-
plete all arrear wealth tax a e en~  pertaining to the year 1975 .... 76 and 
earlier years. However, from the figures of wealth tax assessments pending 
on 31 March, 1979, as givf'n in the Audit paragraph, it is seen that 9,942 
such assessments pertaining to 1974-75 and earlier years, and 35,936 such 
assessments pertaining to the year 1978-79 remained pending on 31 March, 
1979. Siniilarly, the overall figures of pending wealth tax assessments alsO' 
went up from 3,14,224 on 31 March, 1978 to 3,31,561 on 31 Marc ~ 

1979. 

3.12. One of the reasons given by the Minis'.ry for taroy performance 
in Ithe disposal of Wealth tax assessments during 1978-79 is as follows: 

"Under section 17 A (1) of the Wealth-tax Act, 1957, assessments 
for and up to the a e en~ year 1974-75 were getting time 
barred on 3! st March, 1979. The Income-tax officers bad ;to 
devote more time to complete the pending wealth tax assess-
ments." 

< 

3.13. During evidence, the finance Secretary explained: 

"That was the year in which t.here were a large disposal of wealth-
tax assessments which were getting time barred and the depart-
ment c ncentra~e  on wealth-tax assessmen. cases and more 
than 1 lakh wealth-tax assessments were disposed of. You 
need time to dispose of these assessments and in relation to 
ordinary ;ncome-tax cases, penalty cases, the demand raised 
on wealth-tax was more. I am not saying or condoning any 
delay. All that [ am saying is tha.t in making your judgement 
you kindly take this factor also into account." 

3.14. In one of the replies subsequently furnished to the Committee,. 
Government have inter alia stated: 

"The gap in performance in cer:ain areas of work is covered by 
higher achievemf'nts in some other areas namely, disposal of 
wealth tax assessmen's, from 3,15,660 in 1977-78 to 4,65,894 
in 1978-79 ...... " 
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3.1S. ,In reply to a question regarding the number of wealth-tax 
assessments pertaining 10 assessmen ~ year 1974-75 and earlier years pending 
as on 1-4-1978 and how many of these were completed during 19 9~ 

the Ministry have furnished the fo!lowing information:-

(i) Wealth-tax assessments pertaining to A. Y 
1974-75 and earlier years pending as on 
1-4-78. 62651 

(ii) Wealth..,tax af.sessmepts pertaining to A.Y. 
1974-75 and earlier years pending as on 
1-4-79. 

Disposal of above cases during 1978-79 (i-ii) 

9942 

52709 

3.16. Explaining the reasons for increase in the number of pending 
wealth-tax assessments from 3.14 lakhs on 31-3-78 to 3.32 lakhs on 
31-3-79, the Ministry have stated: 

"The increase in pendency is not much_ However, this is on account 
of ,the ev.!r mOl!nting work l~a  without the corresponding 
increase in staff strength." 

3.17. It will be seen from the table given in sub-para (vii) of para 7 
of the Audit' Report (1978-79) that the increase in pendency is sharper in 
big income cases 14 rer cent for ca!egory I and 8 per ceDlt for category 
II than for low income cast's in categories III and IV (4 per cent and 1 
per cent respectively. The Committee desired to know if the m,atter had 
been looked into and if so what correc:ive steps were contemplated in this 
regard. Ina note, the Mjnistry of Finance have stated: 

"There is an overall increase of 25 per cent in pendency as on 31st 
March, 1980 as compared to 31st March, 1978. The increase 
in the pendency in respect of Category I & II cases is however 
relatively lower a.t 14 per cent and 8 per cent respectively. 
The higher rates of increase in pendency in the Category I and 
II cases as compared to the smaller category of cases is due to 
assessments of higher category cases requiring longer time for 
their completion. During .the year 1978-79, ·the attention of 
the Income-tax Officer!' was diverted to other and equally 
important arrears of work, the reduction of tax arrears 
occupying the highes: rriori:y. Constant efforts were put in 
this direction as is reflected by the fact that the reduction in 
the arrears demand outstanding during ;the year was of the 
order of Rs. 79.23 crcres. This fact will assume significance 
if at the same time note is taken of the fact that during 1978-79, 
the extra current demand creasted over 1977-78 was of the 
order of Rs. 130.82 {'rores. 

4107 LS-3. 
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Again wealth tax assessments for assessment year 1974-75 and 
earlier years were getting barred by limitation by 31st March, 
1979. This naturally compelled the Income-tax Officers to 
e ~e more time for completion of wealth t,ax assessments 
which were getting barred by limitation. During 1978-79, 
there was :l disposal of 4,75,021 wealth tax assessments as 
against 3,18,565 during the year 1977-78 which represents an 
increase of 49 per cent. Similarly the number of penalty 
orders passed under section 271(i) during 1978-79 was of the 
order of 28,776 as compared to the corresponding figure of 
8613 for 1977-78. A penalty order u/s 271(i)(c) for con-
cealment of income takes time as before the levy of the penalty, 
the Income-tax: officer has to give the assessee full opportunity 
for being heard and for establishing concealment, the onus is 
on the Income-tax Department. Coming to the quality of 
assessment itself, it would be seen -that the number of assess-
ments involving t ~al income between, 1 to 5 lakhs and above 
5 lakhs was higher during the 1978-79. 

The comparative figures nre given below: 

Financial Year No. of assessments No. of assessments 
disposed of between disposed of above Rs. 
Rs. I lakh to 5 lakhs 5 lakhs 

The Action Plan for 1980-81 lays' down the highest priority for 
making of scruting assessments. It has laid down a dis-
posal target of 65 per cent of the total workload for the current 
year." 

3.18. Asked whether the Department had made any specific study 
about ,the requnrement of officers at higher level to cope with arrears of 
assessments having high revenue potential the Chairman, CBDT stated in 
evidence: 

''With a view to tackling important cases, the Department has intro-
duced the system of assigning' such caSes to lACs as we call 
them lACs ac;sessment who function as ITOs. This institution 
was brought into force from 1978 when 63 lACs were put on 
this job of lAC assessment and in the next year, in August 
1979, another 45 lACs were put on this job. Today there 
,are nearly 108 lACs assessment in all working all over the 



29 

~ untr  and mainly at the bigger centres. They work as lACs 
when they have to do all the cases themselves. They also 
perform the functions under Section 125A which gives con-
current jurisdiction to the lAC alongwith a team of 2 to 3 
ITOs attached to him and delegating certain other functions 
to the lTOs. They have now been in position for about 2 
years. It took sometime for them for these things to he set up. 

According to the reports of the Commissioner here, I have instances 
of various additions made by these lACs functioning as ITOs 
in about 54 cases. The additions run from thousands to crores 
of ru e~  even. In as many as 25 cases these lACs are able 
to make disallowance cr additions amounting to about Rs. 25 
crores. This institutions has come into existence .and we hope 
it will be functioning better," 

3.19. The Committee find that as against the Action Plan target for dis-
]Josal of 21,262 company assessments with income above Rs. 25000/-, the 
:actuaI dispomJ during 1978-79 was of 12,166 cases only-a shortfall of 
9,096 cases or nearly 43 per cent. Other non-company scrntiny assessments 
with retumed/last assessed income of Rs. 1 Iakh and above also fell short 
of the target by 6,136 cases i.e., by nearly 13 per cent. The total number of 
-company assessments completed during 1978-79 was 35,982.as against 
41,553 in 1977-78 i.e., 5,551 cases short of the previous year's performance. 
The pendency of company assessments went up from 34,864 at the end 
·.of 1977-78 to 40,563 at the end of 1978-79. 'The overall pendency in 
big income cases was 14 per cent category I (i.e., business 03Ses having 
income over Rs. 25.000) and 8 per cent for category n (over Rs. 15,000 
but not exceeding Rs. 25,000/-) as against 4 per oent and 1 per cent 

respectively for categories In and IV i.e., low income cases. 

3.20. The Committee further observe that even though the disposal 
of wealth tax a!/sessment went up from 3.16 Jakhs in 1977-78 to 4.66 
lakhs i.1I 1978-79, the total pendency of such cases also increased from 
3.14 laIms as on 31-3-78 to 3.32 Il'lkbs as on 31.3.79. Inspite of the 
fact thHt the Action Plan laid specific stress on disposal of wealth tax 
assessments which were getting time barred on 31 March 1979, as many 
as 9,942 such assessment pertaining to 1974-75 and earlier ye:trs re-

mained pending on 31-3-1979. 

3.21. The Committee thus find that the Action Plan targets in tbe 
above important categories of scmtiny assessments could not be achiev-
oed by the Department inspite of the fact that these had been identified 
as key result areas and special company circles were carved out in im-
portant places. The Department bas also been assigning high income 

-cases to senior officers designated as lACs (Assessment). 
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3.22. The Committee r¥et to note that iDspite of these measures. 
the Department failed to achieve the targets for disposal. of high income 
assessments during 1978-79. 1be CODBDittee consider that much more' 
vigorous efforts are C'lIIed for in the matter of clearing the increasing 
backlog of high income cases than what bas been in evidence thus far •. 

3.23. In this connection the Committee note that inadequacy of 
eftorts was attributed also to insufficiency of s1aft. The Committee con-
sider that for purpose 0( collection of revenue, adequate and efficient 
statf is sine qwmon land therefore an evaluation is immediately necess-
ary to determine how far the strength of the staff needs to be augmentecl' 
to make the working of the Depar1'ment more effident. 



D. Delays in disposal of ca!Jes due w frequent adjournment$ 

4.1. The Public Accounts Committee (1968-69) had, in paragraph 
-1.80(iii) of their 73rd Report (4th Lok Sabha) suggested inter alia the 
_following preventive steps to avoid accumulation of arrears: 

"The real and serious reason for heavy arrears, as pointed out by 
the Working Group of Administrative Reforms Commission, 
is the tendency on the part of any Income-tax Officers to delay 
assessments till the end of the financial year and make cumula-
tive assessments for more than one year, particularly in big 
assessment cases, resul:ing in piling up huge demands which 
naturally the assessee is unable to discharge. This tendency 
should be firmly checked and the assessment work spaced out 
evenly over the year." 

4.2. In reply, the Ministry had stated that instructions had been issued 
:1n October 19 ~ at the Income-tax Officer should plan their programme 
in such a way that assessment cf cases involving large income w,as not 
,crowded into the last month and the last week of the financial year. TIle 
Ministry added tha t the work of the assessing officers was closely watched 
by the Inspecting Assistant ~ ner  and the Commissioners of Income 
'Tax and necessary directions were issued where it was noticed that the 
,disposal of cases per month a~ not uniform which might lead 10 heavy 
. disposal of cases in the last months of February and March. 

4.3. The Public Accounts Committee in para 3.21 of their 51st Report 
(1972-73) had taken note of subs,antial pendency of Ca-.egory I and II 
. cases and the fact that the assessments in such cases continued to be taken 
IIp for completion in the last three months of the financial year and 
.especially in the month of March. They further observed: 

" .... The Committee are concerned over the plea of helplessness 
of the department in completing the assessment cases of bigger 
assessees before December. They, however, find that the 
working Group of the Administrative Reforms Commission 
have come to the conclusion on the basis of a case study that 
the t ~al number of adjournments granted by the Income-tax 
Officer on his own is much higher than the number of adjourn-
ments asked for by the assessees. The Committee, therefore, 
desire that government shOUld seriously consider this rna'ter in 
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all its aspects and take effective measures, to discourage dila-· 
tory tactics on both side8-j3ssessees and the Assessing autho-
rities---BO .!hat bigger assessment may be completed speedily." 

4.4. The Central Board of Direct Taxes while sharing the Committee's. 
concern, issued the following Instruction (No. 521) on 12-3-1973: 

"The Board share the Committee's concerns about substantial pen-
dency of import,ant assessments viz., Category I and II Income-
tax assessments and the assessments under ~ er direct taxes. 
It is important that these revenue yielding assessments are 
handled with maximum possible promptness. A notable con-
tributing factor for delay in completion of these ,assessments is 
unnecessary adjouflDments given by the assessing officers on 
their own or on untenable requests from the assessees. The 
Board desire that the assessing officers should, unless for com-
pelling reasons, not adjourn such cases on their own and the 
,assessee's request for adjournment in such cases should be' 
weighed by them very carefully and conceded only if the-
circumstances pleaded are convincingly genuine and unavoid-
able. The Inspecting Assistant Commissioners when l l ~ct

ing the Income-tax Officer's work, should specifically look into-
this aspect and take note of avoidable and unnecessary adjourn-
ments." 

4.5. The Committee desired to know whether the matter had beeJl 
gone into recently and any instructions given. The Chairman, C.B.D.T ~ 
stated in evidence: 

"This point has been impressed upon the ITOs now and then. 
We also observe some particular weeks of fortnights as part 
of our public relations programme. There, we try to bring 
the ITOs and the assessees together, so that they can under-
stand each other, and the problems are solved quickly. I d() 
not say that the ITOs are very regular and always give ad-
journments only for proper reasons. But they have their own 
difficulties in working. On many occasions we know that 
when the assessee is sent for to come at 11 A.M., he turns 
up at 4 P.M. You have to work in an atmosphere when the 
convenience of the ITO and of the other side are both looked 
into. We try to do the best, but because the ITO's engage-
ments are fixed according to the exten.t of his charge-lO Or 
5 cases that day-according to the importance of the cases. 
sometimes he finds that the assessees donot tum up, or only 
a few tum up. So, he is not able to fix his programme pro-
perly. May be the ITO is to blame to a certain extent. But 
these things are facts of life." 
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4.6. In reply to a question if it 'was not necessary that the matter was 
looked into afresh and proper instruction/guidelines issued to check the 
tendency on the part of the ITOs to grant adjournments without adequate 
reason, the Member C.B.D.T. stated: 

"I agree, Sir." 

The Finance Secretary also stated: 

"We have taken note of it." 

4.7 In a further note on the subject, the Ministry have inter alia stated: 

"The quest'\on of delays in completion of assessment due to adjourn-
ments being given by the Income-tax Officers has not been 
gone into in depth. However, there could be cases where the 
I.T.O.s have allowed adjournments for pressing official reasons 
such as being detailed on the day of the hearing in. search 
duties. There could also be situations where adjournments 
are made  necessary due to requests made by the assessees. 
The appellate authorities may delete additions made in the 
assessment on the ground that sufficient opportunity has not 
been given to the assessees. It is with a view to avoid such 
a situation that often Income-tax Officers are compelled to give 
adjournments. " 

4.8. 1be Committee had earlier in ~r 57th Report (1972-73) ex-
pressed concern over tlk> plea of helplessness of the Department in com-
pleting the assessments of bigger .sessees and had recalled that the 
Working Gronp of the Administrative Reforms Commission had come 
to the conclusion, on the lusis of a case study. that the total number of 
adjournments granted by the Income Tax Officer on u own was muclt 
higher than the adjournments asked for by the assessees. The Committee 
had desired that Government should seriously consider this matter in 
aD its aspects and take effective measures to discourage dilafory tactics 
on both sides so thnt bigger assessments could be completed speedily. 

4.9. The Committee find that in spite of specific instructions u~  

by the Roard, the assessing officers continue to adjourn bigh income 
group cases without compemng reasons. It was conceded during evidence 
that to a certain extent, the I.T.Os are to blame for unnecessary adjourn-
ments. The Committee recommend that some sample studies should be 
conducted in this regard and based on the results of the study, public 
instructions be issned to the assessing officers. This would also allay the 
misgiving in public mind that frequent adjournments are granted for ex-

traneous reasons, 



E. Special Cell 

5.1. A Special Cell was created in the Directorate of Inspection (In-
vestigation) by an order dated the 29th June, 1972 of the Government 
with a view to effectively tackle tax evasion by large industrial houses under 
the immediate charge of an Additional Director assisted by 3 DeJ?_uty 
Directors and 6 Assistant Directors under the overall supervision of Direc-
tor of Inspection ( Investigation) . At present, the Special Cell is headed 
by a separate Director of the grade of Commissioner of Income-tax Level I 
and assisted by 6 Deputy Directors and 12 Assistant Directors. The 
objectives of the Special Cell are as follows:-

(i) Collection and supply of information to the Board regarding 

assessments completed, concea!ments detected, penalties levied, 
prosecutions launched, tax recovered, tax in arrears, progress 
of appeals and reference  applications etc. in respect of cases 
belonging to big industrial houses; 

(ii) Research into the techniques employed by the big n u~r al 

houses for minimising tax liability in the case of companies, 
individuals and trusts belonging to the group; 

(iii) Expediting the completion of assessments, hearing of appeals 
and collection of dues; 

(iv) Ascertaining deficiencies and shortcomings of the Department 
in dealing with such groups; 

(v3 Suggesting measures for adding to the effectiveness of the 
Department in dealing with cases of big business groups more 
expeditiously and adequately; and 

<vi) Providing guidance and assistance as to the mode of investi-
gation and to take coordinated action on priority basis in the 
cases of groups assigned to the Cell. 

5.2. During evidence, the Committee desired to know what criteria 
were followed by the Special Cell in selecting the industrial houses. The 
witness stated: 

"The criteria for large houses are the same as have been adopted 
by the MRTP Act, viz. groups, houses or companies having 
assets of more than Rs. 20 crores. Th.:re is also an alter-
native or dominant criterion, viz., the total sales or produc-
tion-not less than 1/3rd, having assets not less than Rs. 1 
crore. This is a list prepared by the MRTP. I think the 
number of large houses is about 72. Under each house, 
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there are the companies lists. Due to constraints of man-
power, it is not possible for the special cell, which has now 
6, Deputy Directors of the rank of Assistan.t Commissioner and 
12 Assistant Directors of ITOs' rank, to do a compJete job. 
In fact, the total number of companies covered by these 
groups speaking roughly, off-hand, will be more than 2,000. 
What is done, therefore, is that the Board decides from time 
to time what group/cases will ;be looked into .... 

Initially, when the cell was created in 1972, 2 or 3 groups like 
Birlas and Bajoria-Jalan were taken up. Subsequently, fur-
ther groups were added; and it now includes Birlas, Modis, 
Dalmias, Kapadias, IBM, foreign banks, 1.K., Raunak Singh, 
Goenka and 1 aipuria. There are 11 groups now. About 
criteria, we get directions lrom the Board; but I believe the 
criterion is 2-fold. One criterion is the total amount of 
assets i.e. if the amount involved in the assets of a group is 
very large, it is taken into account. Secondly, there may be 
some specific complaints, in certain cases, against a group; 
and the Board or Government may decide that these cases 
should be looked into, in depth. For example, as a result 
of the PAC's observations, the cases of the foreign banks 
were assigned. Similarly, if some complaints are received 
by the Bo.ard, or in the field, and if it is decided to look into 
them in depth and investigations in detail are required, these 
are assigned. I think this is, by and large, the criterion. The 
method by which we operate is that we find out the relative 
importance of all the groups. We go to the field and discuss 
with the Commissioner concerned as to which are the import-
ant cases, in which investigation should be concentrated 
during a particular year; or whether there are specific tax 
evasion cases." 

5.3. He added: 

"It is not possible, every year, to take up all the cases. So, in 
each group we decide upon an annual plan .... I have got 
figures for 1979-80. There were 72 assessments in which 
we were actively involved and as a result of the investigation 
made, additions of about Rs. 48 crores were made. Similarly, 
for the earlier year also, the additions were a little more. This 
is the modus operandi. This year, we thought of devising a 
different plan of action. We know that there are certain 
industries in which there are shortages. We have picked up 
5 or 6 of these industries, e.g. soda ash, cement, sugar, alu-
minium and paper. This year we have taken up industries 
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belonging to large houses which are carrying on manufac-
turing or trading in these items. In other words, interest of 
picking up individual cases, we have picked up 6 or 7 indus-
tries. Cases which are engaged in these industries will be 
looked into in detail, and there will be investigation with our 
assistance. " 

5.4. Asked whether the addition of Rs. 48 crores made from these 
72 assessments in 1979-80 represented concealed income the Member 
C.B.D.T. clarified: ' 

"Total additions made would include concealed income or cases of 
tax-avoidance or other additions." 

5.5. Asked whether the Special Cell did not keep surveillance over all 
the companies numbering 2000 or so, Finance Secretary stated: 

"MRTP companies as such need not necessarily be a candidate 
for surveillance. Normally, the monitoring of their assessment 
should be the special concern of the Commissioner of In-
come Tax. We have also created a central circle where these 
assessments were centralised. The objective of the special 
cell, as I have understood, is to get the surveillance over such· 
of those large houses or individual units in respect of which 
Government have reason to fear that there has been exactly 
an evasion of taxes. In my opinion, their assessment should 
be dealt with at a higher level. But, he, as Director In-
charge of the Special Cell, intervenes and provides them direc-
tion and guidance to see that they are tracked down. Since 
We know this year, because of shortage of certain commodities 
and break down of distribution arrangement, etc., in certain 
areas, certain industries are known to have made a lot of money, 
we asked them to look into the assessment of such industries 
with special care. The responsibility has also been entrusted 
to them. There is a need for keeping the bigger assessments 
under special review. This work can best be done on a 
decentt'alised basis, at the level of the Commissioner and so on. 
It cannot be done through one cell however effectively it might 
be manned. There are cases where the Director of a special 
cell provides that little input which is needed to bring tax 
evaders to book." 

5.6. Asked whether Government were aware that due to inadequate 
manpower the Special Cell could not maintain surveillance over all the 
2,000 or so MRTP companies and whether special attention was not needed 
to deal with them considering the fact that these companies had been 
adopting the same methods of tax evasion and ,avoidance as the multi-
Dationals the witness stated: 

''We will consider it, we will request the Board to come with. 
concrete proposals." 



37 

5.7. In reply to a further question regarding the difficulties in 
augmenting the assessing staff at lAC level for dealing with MRTP 
companies, the witness stated: 

"The whole question of cadre review is under our consideration. 
The category of lAC assessment came into existence two years 
ago. If Reports obtaind from the Board show that in many 
cases the lAC assessments have been more effective than the 
junior officials, certainly this category has to be expanded and 
and more cases have to be brought under them. We will go 
into this matter." 

5.8. In a further note furnished to the Committee, the Ministry have 
stated: 

"Initially only two groups were assigned to the Special Cell and 
later other groups of large industrial houses were also assigned 
to it. At present 8 groups have been assigned to the Special 
Cell. The Special Cell is also coordinating the work relating 
to COFEPOSA cases ..... The Special Cell does not have 
statutory powers of assessment, which are vested in the asses-
sing officers in the field. The Special Cell carries out in-depth 
studies of the cases selected by it, supplements the information 
obtained by it with the field officer and issues guidelines for 
investigations to the field officer. It oversees not only the 
proper conduct of investigation but also ensures that  proper 
assessments are made in the cases selected by it. In 
addition to overseeing the ~ e ent  and investigations in 
selected cases the Special Cell studies at the same time the 
modus-operandi employed for evasion/avoidance of tax by the 
concerns which are selected by it so that methods to be 
employed in detecting tax evasion can be devised. After all im-
portan.t aspects and all the important cases of a particular group 
have been studied and after en ur n~ that the assessments/in-
vestigations are being made on proper lines by the assessing 
officers in the field, the Special Cell cease's to oversee the 
assessments and investigations in that group and is assigned 
another group for in-depath study and investigations. Thus, a 
close watch is kept on investigations and assessments of cases 
by the Special Cell in the important cases of the groups assigned 
to it. Besides, dossiers are maintained by the assessing officers 
of tax arrears of Rs. 10 lakhs :md above in alI cases including 
cases of large industrial houses, which are overseen by Director 
(Recovery) in Directorate of Inspection (R8&P)." 

5.9. Commenting upon the effectiveness of the Special Cell in the tasks 

assigned to it, the  Ministry's note states: 

"The effectiveness of the Special Cell is reflected in the substantial 
additions made in the assessments overseen by it and also in 
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the proper assessments in these cases. In addition, the results 
of the research studies disseminated to the assessing officers 

have been found to be a c n era ~e value in educating the 
officers in the field in the methods and techniques devised by 
the large groups for evasion and avoidance of tax." 

5.10. A special ceU has been functioning in the Directorate of I .. 
pection since June 1972 entrusted with the responsibility of el cct e~  

tackling tax eVllsion by large industrial houses. Orignally only 2 Groups 
of industrial houses were entrusted to it. But now 8 Groups are entrusted 
to it. According to the Ministry, with the limited stalE at its disposal, the 
CeU is not able to keep surveillance over all the 2000 and odd com-
panies belonging to the brge industrial houses covered under tbe MRTP 
definition. The representative of the Ministry averred during evidence 
that surveillance over MRTP companies should continue to be done by 
the existing field machinery on a decentralised INNs. The Committee 
understand that during 1979-80, the CeU was actively involved in 72 
assessments which yielded additional revenue of the order of Rs. 48 
i:rores to the Government. 

5.11. The Committee are strongly of the view that the activities of 
the large industrial houses need to be watched more closely than has 
been the case so far. Considering the fad that the monopoly houses in 
1he country are increasingly adopting the same techniques and tactics of 
tax evasion and bx avoidance as the multi-national companies, the com-
mittee would emphasise the need for strengthening the Special Cell so 
that it becomes an ettective instrument for overseeing the acthities of 
the monopoly concerns; for directing, coordinating and expediting theill 
assessments as weU as for studying the various methods employed by 
them to evade! avoid their tax liability as to make it increasingly diffi-
colt for them to dodge the tax dragnet. 



F. Power to reduce or waive penalty etc. in certain cases 

6.1. Sec. 273A of the Income Tax Act inter alia provides:-

"Notwithstanding anything contained i'D ,this Act, the Commlsioner may,. 
in his discretion whether on his Own motion or otherwise,-

(i) reduce or waive the amount of penalty imposed or impossible 
on a person nnder clause (i) of sub-section (1) of section 271 
for failure, without reasonable cause, to furnish the return of 
total income which he was required to furnish under sub-section 
(1) of section 139; or 

(ii) reduce or waive the amount of penalty impOSed or impossible 
on a person under clause (iii) of sub-section (1) of sec'ion 
271; or 

(iii) reduce of waive the amount of interest paid or payable under 
sub-section (8) of section 139 or section 215 Ol' section 217 
or the penalty imposed or impossible under section 273, if he-
is satisfied that such person-

( a) in the case referred to in clause (i) has prior to the issue of a 
notice to him under sub-section (2) of section 138, voluntarily 
and in good faith made full and true disclosure of his income; 

(b) in the case referred to in clause (ii), has, prior to the detection 
by the Income-tax Officer, of the concealment of particulars of 
income or of the inaccuracy of particulars furnished in respect 
of such income, voluntarily and in good faith, made full and 
true disclosure of such particulars; 

(c) in the cases referred to in clause (iii), has, prior to the Issue 
of a notice to him under sub-section (2) of section 139, or 
where no such notice has been issued and the period for the 
issue of such notke has expired, prior to the issue of notice to 
him under section ] 48, voluntarily and in good faith made full 
and true disclosure of his income and has paid the tax on the· 
income so disclosed, 

and also has, in all the cases referred to in clauses (a), (b) and (c). co-
operated in any enquiry relating to the assessment of his income and has 
either paid or made satisfactory arrangements for the a en~ of any tax 
or interest payabfe in consequence of an order passed ooder this Act in· 
respect of the relevant assessment year ... " 

39 
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6.2. During the cou.rse of informal discussion with the Commissioners 
of Income Tax at Bombay, the Study Group of the PAC were informed 
that a circular had been issued bY the CBDT restricting their discretion in 
settlement of cases u/s 273A where searches and seizures had been con-
ducted as a result of which they had not been able to complete many an 
.ssessment even though the asses sees were willing to payoff their taxes. 
The witness replied: 

"We have not divested them of their powers of settlement. Accord-
ing to law, they have to exercise their power under 273A. But 
they have to satisfy themselves under Section 273A that the 
cases are voluntary and before detection." 

6.3. Another Member, CBDT stated: 

"Sir, no such circular has been. issued which gives a: blanket ban on 
application of 273A. In certain seizure cases what we have 
stated is that if a concealment is detected, then obviously that 
cannot come under 273A." 

6.4. In reply to a question if the Board had received any communication 
in this regard from any Income Tax Commissioner, the witness stated: 

"I have already got a copy of the letter from the Commissioner. 
The problem is whether a partial detection t a~e  the entire 
disclosure. There, Our view is the pro:er one. But we will 
consult the Law Ministry." 

65. The Finance Secretary added: 

" ... I would go into this question if the Board has issued any 
circular or instructions which has the effect of circumscribing 
any power which the law has vested in the Commissioner of 
Income Tax that has to be reconsidered. On the other haJnd, if 
in the kind of case which Mr. .. . . . . . . . . . .. mentioned even 
under the law as it stands, the Commissioner cannot exercise 
his discretion then we cannot help. Then we have to think in 
terms of approaching Pa.rliament for amendment of the law." 

6.6. In a note on the subject subsequently furnished to the Committee, 
'the Ministry of Finance have clarified the posi:ion as under: 

"The Taxation Laws (Amendment) Ac~  1975 deleted the sub-
sections (4A) and (4B) of Section 271 of Income-tax Act, 
1961, relating to powers of the Commissioner to reduce or 
waive penalty in certain cases and a enacted these provisions, 
with several modifications, in the new section 273A, the provi-
sions of which came into force with effect from 1-10-1975. The 
Central Board of Direct Taxes have issued circular No. 179 
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dated ~  September, 1975 stating the main points of diffe-
rence between the provisions in section 271 (4A) and (43) on 
the one hand and new Section 273A on the other. The Cen:ral 
Board of Direct Taxes have issued instructions explaining the 
scope ,and applicability of the provisions of Section 271 (4A) 
(now. deleted) and Section 273A. Copies of the following 
ins'ructions have already been furnished to the Public Accounts 
Committee by this office O.M. No. 240/4/80-A&PAC-II dated 
24th October, 1980. 

1. F.No. 1/33/68-IT (Inv) dated 29th September, 1969 

2. F.No. 4/49/69-IT(lnv) dated 30-9-1969 

3. F.N o. 281 /40/77 -IT (lnv) dated 25 th J a1Iluary, 1978 (Instruc-
tion No. 1142) 

Para 4 of the Board's Letter F.So. 1/33/68-IT(Inv) dated 29th 
September, 1969 was modified by issue of Instruction No. 822 
dated 13-1-1975 conveying the Law Ministry'S advice that for 
the purpose of deciding whether a return for a particular 
assessment year was filed voluntarily and in good faith, the 
Commissioners should take into consideration all the facts and 
circumstances of the case under which the return was filed, 
including the fact, if any, that the said return was filed by the 
assessee after getting a notice u/s 139(2) in respect of anollter 
assessment year. 

The Cemral Board of Direct Taxes have not issued any instruction 
to the Commissioner which had the effect of or which could 
be construed as fettering their discretion in dealing with cases 
falling under Section 271(4A) (now deleted) or Section 273A 
of Income-tax Act, 1961. The eD'~ral Board of Direct Taxes 
is aware that powers which are vested in the Commissioners 
under section 273A are quasi-judicial powers and have to 
remain unfet:ered;' 

6.7. Asked to what extent the powers/discreHon vested in the Commis-
'sioners u/s 273A were circumscribed in cases where searches and seizures 
were involved, the Ministry hzve stated: 

"The Commissioner of Income-tax can invoke his powers under 
section 273 (1) of LT. Act and give relief to the assessee, if the 
condi'ions laid down in Section 273A of LT. Act, 1961 are 
satisfied. Even in a case of search, if the Commissioner finds 
after considering ,all the facts and circumstances of the case 
that the conditions laid down in Section 273(1) of I.T. Act, 
1961 are satisfied the Commissioner can invoke the provisions 
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of Sec. 273(1) of I.T. Act and grant relief to the assessee. 
However, a disclosure following a search in which unaccounted 
cash or other incriminating documents were discovered cannot 
be said to be voluntary and prior to the de:ection of conceal-
ment of income and therefore, such of the search cases would 
be outside the purview of Section 273 (E): The Board has 
issued only clarifications as above in item (vii) of Paragraph 16 
of Board's letter F.No. 1/33/68-I1(1nv) dated 29-9-1969 and 
Instruction No. ] 142 dated 25-1-1978 (copies already furnish-
ed). The Commissioners powers u/s 273A(1) for waiver/ 
reduction of penalties and/or interest are circumscribed only 
by the conditions stipulated in the above section which are to 
be satisfied." 

6.8. It will be seen that the latest instruction in this subject is Instruction 
No. 1142 dated 25 January, 1978. Relevant extracts therefrom are-
reproduced below: 

'The Receipt Audit have brought to the Board's notice a case in 
which books of account, etc. indica:ing concealment were 
seized. While enquiries were in progress, the assessee came· 
forward with an offer of settlement. A settlement was finally 
arrived at, which, according to the Commissioner of Income-
tax, was in the best interest of revenue as, in the normal course, 
the Department could not frame an assessessment on the figures 
agreed ~  by the assessee nor levy any penalty. Assessments· 
made accordingly and penalties were reduced u/s 271(4A), 
as an integral part of the settlement. 

In the Board's confidential letter F.No. 1/33/68-IT(lnv) dated 29 
September, 1969, the connotation of the words 'voluntary' ,and 
'disclosure' used in section 271 (4A) was exolained and it was 
clarified, inter alia that section 271 (4A) did not authorise a 
setflement of cases i.e., making of assesssment and levy of tax 
on the basis of a contract or agreement between the assessee 
and the Commissioner by giving the assessee certain concessions 
not permissible In law because of the reduced payimg capacity 
of the assessee or because the prospects of having the assess-
ments sustained in appeal were not very bright in return for tbe· 
assessee's agreeing to be assessed on incomes which might not 
otherwise be taxable. Further, a disclosure following a search 
in which unaccounted cash or other incriminating documents 
were discovered cannot be considered a voluntary one." 

6.9. The Committee take DOte of the specific MSertion made by the 
official representatives of the Ministry during evidence that no circular-
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Iaad been issued by the CBDT whicb fettered the discretion of the Income 
tax Commissioners in the matter of reduction or waiver of penalty in cases 
where the BSSf'SSf".£ Iras voluntarily and in good faith made true and full 
disclosure of his income (otherwise dian provided in the Act itseH) •.. In 
view of certain doubfs about the interpretation of the legal provisions in 

this respect, pardcularly in regard to the question whether a partial detec-
tion vitiates the entire disclosure, the Committee suggested that tile views of 

the Law Ministry may be obtaioed in this re&ard. 

6.10. The Committee consider that a very ~ beaded and pragmadc 
view must be taken in the matter of setdement of cases. In its anxiety 
eUber to collect fancy quantum of taxes whicb ~ never realised or in its 
anxiety to penalise the assessees wbo are rarely prosecuted, the mechanism 

of settlement contemplated in section 273(A) should IIOt be allowed to rust 
where as a result of settlement better revenues can be coIIectetl by ~ 
Government. Keeping this in view, the Board sboolc!. issue suitable iRs-
truc:tioDS in the matter and dispel die apprehensions in die miDd of die 
Commissioners that there bands are tattered in tIae matter of e ~ 

powers under Section 283(A) and other CODDeCfed Sections of &be Jacome-

fax Act. 1961. 

4107 LS-4. .' 



G. Summary Assessment Scheme 

7.1. The Summary Assessment Scheme was given a statutory basis by 
the amendment to section 143 o'f the Income tax Act, 1961 by the Taxa-
tion Laws (Amendment) Act, 1970. Oause (b) was inserted in section 
143(1) and the four sub-clauses to clause (b) enabled the Income' tax 
Officers to complete assessments without calling the assessees after making 
adjustments to the returned income so as to, inter alia, allow/disallow any 
claims etc. which on the basis of the return and accompanying documents 
is prima facie adminissib!e/inadmissible. In order to further shep up the 
pace of disposal of summary assessments, the Finance (No.2) Act, 1980 
bas deleted sub Clauses (i) and (iii) of section 143 (1 )(b) with effect 
from 1 April, 1980. Income Tax Officers will hereafter be able to dis-
pose of assessments falling under the scheme without spending any time 
on checking whether the statutory adjustments permitted earlier by the 
two sub-clauses are necessary in the first place, and carrying them out 
thereafter. 

7.2. From the Table given under sub-para (v) of the Audit para-
graph, it is seen that of the 33.12 lakh assessments completed, as many 
as 24.12 lakhs were summary assessments. The Committee desired to 
know the types of assessments that were categorised as 'Summary assess-
ments'. The Ministry of Finance have, in a note stated: 

"The Summary Assessment Scheme has been implemented with 
reference to two concepts. The first is the income limit which 
marked the dividing line between a summary assessment and 
a non-summary assessment. The monetary limit has also 
been applied with reference to the returned/assessed income 
in cases falling under the scheme, the idea being that the 
income returned in the year for assessment should be below 
the limit and the income assessed in the earlier twoi three years 
is also below that limit. Initially the monetary limit for sum-
mary assessment was prescribed at Rs. 25,0001- for all charges 
except Bombay and Calcutta where it was fixed at Rs. 50,0001-. 
A uniform limit was introduced for all charges in 1977. In 
the case of registered firms with returned 1 assessed income of 
less than Rs. 75,0001- and in other cases with retumedlassessed 
income less than Rs. 50,0001- the summary assessment scheme 
became applicable from 1977 in all charges. The limit has 
been raised to Rs. one lakh uniformaly in all cases in 1980-81. 

44 
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The second concept in the implementation of summary assess-
ment scheme has been the class of cases in which the sum-
mary assessment scheme would not apply. This is being fixed 
administratively. " 

7.3. As a percentage of assessments completed both in 1977-78 and 
1978-79, about 74 per cent are by way of summary assessments, but in 
absolute terms the number ;of summary ~a e ent  completed during 
1978-79 has gone down by over 5 lakhs. Asked to indicate the reasons 
therefore, the Ministry have stated: 

The following table gives the comparative position of total dis-
posal and summary assessments disposals during 1978-79 and 
1977-78: 

;(i) No. of Summary assessments for disposal. 

(ii) No. of sumary assessments disposed of 

«iii) Total No. of disposals 

«iv) Percentage of (ii) to (iii) 

34>28,1g6 

24,12,165 

33,12,1.00 

73% 

36,5°,334 

29,87,927 

4°,43,813 

74% 
----_ .. _---

In 1978-79 a conscious decision was taken not to make assessments 
in ineffective cases and as & result the number pI such dis-. 
posals was lower by 1,64,000 in 1978-79 as compared to the 
position in .1977-78. 

The Finance (No.2) Act, 1977 raised the basic exemption from 
Rs. 8000 to Rs. 10,000 applicable for Assessment Year 
1978-79. This would naturally result in a number of assessees 
having incomes in the Rs. 6000-10000 bracket not being 
assessable as before." 

7 .4. In regard to sample scrutiny of cases under the summary assess-
ment scheme, the Department having stated: 

"The scheme of sample scrutiny of cases falling under summary 
assessment scheme is an integral pan of the scheme. The 
sample scrutiny is made by picking up on a random basis a 
fixed percentage of cases completed in the earlier year under 
the summary assessment scheme." 

7.5. In regard to pre-assessment selection checks, the Department have, 

in a note furnished to the Committee, stated: 

"In order to ensure that no summary caSe is wrongly converted 
into a scrutiny case or vice-versa a. check sheet has been pre-
pared giving various details including specific reasons that the 
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. case is taken as a summary case or otherwise. . A special for-
mat for summary making assessmentl> has been devised iIll 
order to save time. No time demand notice is to be issued in 
respect of a summary assessment which does not result in 
liability to pay tax or interest after giving credit to pre-paid 
tax, etc. The only situation when a demand notice is to be 
issued are where adjustments provided under section 143(1)(b) 
have been made or the assessment results in any liability to 
pay tax or interest, after giving credit to pre-paid taxes. Now 
that the adjustments under section 143 (1) (b)(ii) and (iii) 
are not permissible, the number of cases where a demand 
notice would have to be issued will be reduced, leading t() 
quicker assessments." 

7.6. In another note, the Ministry have furnished the following infor;.. 
malion: 

(In Crores of Rnpees) 

Ymancial Year Total demand raised Demand raised under 
Section 143 (I) 

Percentage 

1975-76 12.6 

177·59 

1557-78 166''37 le,67 

7.7. Asked to indicate how tlie limit for summary assessment had been 
raised to Rs. 1 lakh in 1980-81, the Finance Secretary replied: 

"So far as this particular question about the increase in the limit 
of summary assessment from Rs. 75,000 to Rs. 1,00,000 is 
concerned, it was done because the limit was already Rs. 75,000 
and in view of the decision taken to concentrate on the more 
important cases-here also new cases whatever their income. 
they will not come under the summary assessment. Large 
number of categories have been excluded 'from summary 
assessments. This year's decision is limited to cases from 
Rs. 75,000 to Rs. 1 lakh. That was arrived at on the basis 
that the number which is involved will not be so very large. 
We will concentrate on the more important cases." 
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7.S. Asked whether the successive increases in the limit of sunimary 
assessment had not reduced the workload considerably without correspond-
Jng improvement in the performance of the organisation, the Member, 
C.B.D.T. informed the Committee: 

"Weaknesses are there in every organisation. There  may be weak-
ness with us also. So far as the summary assessment scheme 
is concerned, it envisages that certain cases upto a certain 
money limit were to be disposed of without calling the 
assessee to the income-tax office. But, all the same, an office 
audit was prescribed as against detailed audit, which is done 
when a tax-payer comes to the income-tax office. For doing 
office audit, within the monetary limit, there are 14 categories 
which are taken out of the summary assessment scheme. Th,at 
has to be seen. In every case that is to be disposed of sum-
marily, we have to examine if the case falls in anyone of 
those excluded categories." 

7.9. Asked whether the witness meant to say that the summary pro-
-cedure had been negatived, the Finance Secretary, clarified: 

"II I may interpret my colleague, summary assessment scheme does 
serve a very useful purpose in the sense the assessee is not 
to be called to the income-tax ~e. But whether a case is 
one of summary assessment or not has to be decided by some-
body by applying his mind. Therefore, it does call for some 
work." 

7.10 In reply to a specific question, whether the object of introducing 
the scheme ~.  to deal with smaller cases in a summary manner, had 
been achieved, the Finance Secretary stated: 

"I agree that the number of pending assessments snould be brought 
down significantly. It is with that end in view that we evolved 
the scheme of summary assessment, _ with all its merits and 
demerits. The idea was that ITOs should not waste their 

time on petty cases." 

7.11. In a subsequent note furnished to them, the Committee have 
'been informed that the Action Plan for 1978-79 had visualised disposal 
.of 90 per cent of summary assessment cases. The targets fixed and the 

:actual ~c e e ent Wa3 as follow: 

(i) Workload . 

(ii) Expected disposal as per all India objective 

·(iii) Expected disposal as per C. I. Ts objective 

:(iv) Actual disposal • 

19·33 

2li'40 

24.16 

20.88 

lakhs 

.. 
" 
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7.12. The Committee desired to know on what considerations it had 
been decided to raise the limit for summary assessment to Rs. 1 lakh and 
what steps had been devised to ensure that this scheme was not abused.. 
In a note, the Ministry of Finance have stated: 

"The scheme in the present form was made in order to make-
optimum use of available manpower, and time so that cases 
requiring scrutiny are properly scrutinised. Once smaller 
cases are dealt with in a truly summary manner the ITO can 
examine the other cases thoroughly, collect and sift the evicfence 
!properly and make scrutiny judiciously so that equality of 
assessment improves, additions are made which may stand the 
test of appeal, concealments are detected and the evaders. 
punished." 

7.13. The following measures have been adopted to prevent the abuse-
of Summary Assessment Scheme: 

(i) Section 139(9) ha<; been introduced in the IT Act by the 
Finance Act, 1980 according to which it has been made obliga-
tory on the assessee to comply with certain conditions and to.. 
attach to the IT returns, certain statements and documents. 
These are as under:-

(a) the Annexures, statements and columns in the return of income 
relating to computation of income chargeable under each head 
of income, computation of gross total income and total income-
have been filed in. 

(b) The return of income is accompanied by the following,. 
namely: 

(i) A statement showing the computation of the tax payable on' 
the basis of the return; 

(ii) the proof of the tax if any, claimed to have been deducted' 
at source and the advance tax and tax on self-assessment" 
if any, claimed to have been paid; 

(iii) the proof df the amount 01' compulsory deposit, if any, claim-
ed to have been made under the Compulsory Deposit 
Scheme (Income-tax Payer) Act, 1974. 

(iv) where regular books of account are maintained by an as-' 
sessee; 

(i) Copies of manufacturing account, trading account, profits and' 
loss account, or income and expenditure account, or any other 
similar account and balance sheet; 

(ii) iO the c~e of approprietory business or profession the personal 
accuunt of the proprietor; in the case of a firm, association of . . '. 
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persons or body of individuals, personal accounts of the part-
ners or members and in the case of partner or members of a 
firm, association of persons or body of individuals also his 
personal account in the firm, association of persons or body 
of individuals. 

(v) where the accounts oT the assessee have been audited copies 
of the auciited profit and loss account and balance sheet and 
copy of the auditor's report; 

(vi) where regular books of account are not maintained by the 
assessee, statement indicating the amounts of turnover or 
gross receipts, gross profits, expenses, and net profit of  the 
business or prcfession and the basis on which such amounts 
have been computed, as also of the amounts of total sundry 
debtors, sundry creditOIs, stock-in-trade and such balance 
as at the end of  the previous year. 

The ITOs have been empowered to declare a return as invalid if the 
assessee fails to remove the defects within the time allowed by the I.T.O. 
It is expected that this provision will prove effective in preventing abuse of 
the Summary A~ e ent Scheme. 

(ii) An essential feature of the Summary Assessment Scheme is 
that a certain percentage of such cases-will be selected for de-
tailed scrutiny. The selection of cases is to be made on the 
basis of random sampling. Further, all cases upto Rs. 1 lakh 
do not necessarily fall under the scheme. There are various 
exceptions provided e.g. new cases, search cases, most of the 
company cases, tax-evasidn cases etc. The latest list of 
excluded cases is given below: 

TYPES OF ASSESSMENTS TO BE REGARDED AS FALLING INTO 
CASES NEEDING SCRUTINY 

1. AIl cases assigned to IC (Assessment). 

2. All cases assigned to Central Circles/Film Circles/Special Investi-
gation Circles /Special Circles. 

3. AIl assessments upto the date of search and seizure (for assessment 
year to which the material seized during the course of  the search relates). 

4. Cases of suspected tax evasion selected for detailed investigation 
by the Income-tax Officers with the approval of the Inspecting Assistant 
Commissioners/Commissioners. 

S. Cases belonging to trades where tax evasion could be suspected 
during the relevant previous years to be selected on the basis of instruc-
tions to be issued later by the Board. 
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. 6. Company cases (other than summary) including cases of Directors, 
Executives etc. of companies at present assigned to company circles and 
sm-tax cases. 

(i) For the year 1980-81, in the case of companies where income 
returned is Rs. 10,000 or less and paid up capital is Rs. 5 
lakhs or less will be completed in a summary manner, excep-
tions being first assessments and cases where legal issue raised 
in the past assessments have bearing on the pending assess-
ments. 

(li) Company cases with returned loss upto Rs. 5001-may be 
completed in a summary manner excepting cases involving 
first assessments and where legal issue raised in the past 
assessments have a bearing on the pending assessments. 

7. All cases other than company/companies, including cases of Part-
ners where the returned of assessed income in anyone year out of the last 
three assessment years, namely assessment years 1977-78, 1978-79 and 
1979-80 was Rs. 1 lakh or above. 

8. All Income tax cases in which the wealth returned/assessed for 
anyone of the last three asses'sment years, namely 1977-78, 1978-79 and 
1979-80 was Rs. 5 lakhs or more. 

9. All cases of Trusts and Charitable Institutions. 

10. All cases showing losses exceeding Rs. 25,000. 

11. Summary cases selected for random scrutiny. 

12. All cases re-opened under section 147 or/and all cases where fre'sh 
as'Sessments have to be made as a result of cancellation/setting aside of the 
earlier assessments under the provisions of section 146, 251 etc. 

13. All new cases (including cases involving change of status or change 
in colIStitution' of a firm). 

14. All cases in which Section 44AA of the I.T. Act, 1961 is attracted 
and where books of account are not maintained. 

7.14. Tbe summary assessment scheme was launched in 1970 l\ith 13 
"e~: ter al ~ to acbieve larger disposals in cases with comparatively 
sIIIaIIer iDeomeS sO as to bring down the pendency of a e ~' Dent  in a 
signifibUlt Mainer. With this end in view, the initial moaetary limit of 

lb.' Z5,0&0 /-for . sumnnry IRessmeJds haS been progressiftly ui.sed and 
at ~. it is Its. 'one I8kb uaifonDly in. cases. 

,..,..- ~ 
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7.15. Of the 52.36 lakh assessments for disposal at the beginning of 
the year 1978-79, as lIl8Ily as 34.28 Iakbs comprised summary assess-
.ments. The Committee find that whereas the number of summary assess-
ments completed in the previOl¥ year viz., 1977-78 was 29.88 bkbs, 
those completed under this scheme in 1978-79 declined to 20.83 )akM. 
Thus, the number of sUIDIIW'Y MSessments completed during 1978-79 
,registered a decrease of 9 Iakhs over the previous year. As compared to 
the action plan target of 26.40 Iakhs the performance feU short by 5.82 
Jakh cases i.e. by over 21 per cent. As per figures given in the audit report 
the pendency of summary MSessJDent cases went up from 6.62 lakhs 88 
·on 31-3-78 to 10.16 lakhs as on 31-3-79. 

7.16. One of the reasons advanced by the Ministry of Finance is that 
.in 1978-79, a conscious decision was taken to keep the number of assess-
ments in effective cases (Le. where the income is below the taxable limit) at 
a low level. Anotber argument advanced by the Ministry for lower dis-
posals in summary assessment C&'ies is that the raising of basic exemption 
limit from Rs. 8,000 to Rs. 10,000 applicable for assessment year 1978-79 
resulted in a number of assessees having income in the above bracket not 
being assessable as before. 

7.17. The Committee are not convinced with the reasons given for the 
substantial sbortfaH in disposal of summary assessment C&'ieS during 1978-
79 since the action pbn targets were fixed after taking into consideration 
:all relevant factors. 

7.18. As would be seen from the figures given earlier, the disposal of 
scrutiny assessment during the year 1978·79. was also far below the pres-
cribed targets. The Ministry have themselves admitted-'IlIe main ration-
'able of the summary &'isessmeu,t scheme was to utilise the manpower 
saved to make detailed investigation in aD the cases left for scrutiny. This 
·objective has not been pursued." 

7.19. As the objective underlying the summary assessment scheme, viz., 
,to utJ"lise the manpower saved to make detailed investigation in scmtiny 
'Cases bas not been fully achieved, the precise reasons fer increasing the 
monetary limit for summary a9seSSments to Rs. 1 lakh need to be explained 
to the Committee. The Committee recolDJDend that since the scheme has 
'been in operation for over ten years, an overall evaluation of the scheme 
may be made with n view to finding out how far it ... succeeded in ex-
pediting the dill-posal of CSMeS, reducing the cost of collection, Slving in 
mupower etc. A sample stndy should also be made to ascertain the ex-
·tent of suppression of revenue-yield as a result ot adoption of the summary 
pocedure. 



H. Augmentation of Staff Strength 

8.1. The number of sanctioned posts of ITOs, IACs and Cs I  T in 

the Income Tax Department as on 1 ~  1 ~  and 1-4-79 vis-a-vis the 
actual working strength was as follows 

-------
Sanctioned Actual strength 
Strength 

ITOs lACs CsIT ITOs lACs CsIT 

i) 1-4-77 3392 290 73 3389 280 63 

ii) 1-4-78 3642 294 73 3603 294- 86 

iii) 1-4-79 3746 377 156 3739 357 153 

iv) Total increase 354 87  83 350 77 go 

8.2. The number of Income-tax Officers who were actually engaged on 
assessment functions during the financial year 1976-77, 1977-78 and 1978-
79 is iiven below 

Year 

1976-77 

1977-78 

1978-79 

-------------
No.ofITOs 

2747 

8.3. As regards the number of lACs who had been assigned assesS-
ment functions, the Minil'try have stated : 

"An amendment was introduced by inserting Section 125A in the 
Income-tax Act, 1961 by Taxation Laws (Amendment) Act .. 
1975 w.e.f. 1-10-75 to give concurrent jurisdiction to lACs for 
assessment work. As an experimental  measure very few (total 
5) lACs were given assessment work in Bombay, Delhi, Kanpur 
and some other places. The institution in a fullfledged manner 
started functioning when 63 posts of lACs (A:ssessment) were: 
sanctioned in October, 1978 and further 45 posts were sanc-
tioned in August, 1979. 

52 
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Five types of cases have been generally assigned to these Ranges:-

(a) Cases having income of Rs. 5 lakhs and above; 

(b) Search and seizure cases; 

(c) Foreign company cases; 

(d) Selected Trusts case'S; and 

(e) Selected Tax fraud cases involving prosecution or concealment. 

8.4. The Committe·;! enquired whether the Board had laid down any 
standards for completion cf assessments of various types. The Ministry 
have stated : 

"In the past the work of an Income-tax Officer was measured in terms. 
of the number of roses done by him, falling into five categories 
referred to as categories I, n, III, IV and V. These categories. 
were fixed with reference to the as'Sessed income. A further 
measure of work done by the Income-tax Officer was the stan-
danl unit which had a correlation with the assessment'S by the· 
I.T.O. 

In 1968, the Sroff Inspection Unit of the Department of Expenditure, 
Ministry of Finance conducted a 'Study and as a result thereof 
norms tor different types of cases were fixed." 

8.5. The following standards of output were fixed in 1969 as a result or 
the study made by the Staff Inspection Unit 

Sl.No. Nature of work 

I. Company (all categories) 

2. Non-company (Category I cases above Rs. 25,000/-) 

3. Categories II & III (. cases between Rs. 7,600 & Rs. 25,000/-) 

a) without grant of hearing u/s 143 (I) I. T. Act 

b) with grant of hearing u/s 143 (3) I. T. Act 

4. Categories IV & V (cases below Rs. 7500/-) 

a) without grant of hearing u/s 143 (I) I. T. Act 

b) with grant of hearing u/s 143 (2) I. T. Act 

5. Other taxes e. g. wealth Tax. Gift Tax & Estate Duty. 

6. Salaries 

Unit of No. of 
measure- cases 
ment 

Cases 145-

Cases 325-

Cases 1255-

Cases 870-

Cases 2755-

Cales 1675-

Cases 1554 

Cases 5780 . 

.,.. --------------- ----.,---
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8.6. So far us the norms of work for lAC (Assessment) are concerned, 
.. he Ministry have stated : 

"1.A.Cs are required to necessarily pass orders by themselves in 
case's of income oyer Rs. 5 lakhs. They were exPected to dis-
pose of 25 main assessments plus linked cases in a year. This 
norm lros been revised on 23rd May 1980 to 50 main cases 
a10ngwith linked cases for IACs having exclusive jurisdiction 
u/s 125 and 35 plus linked cases for lACs having concurfent 
jurisdiction ujs 125A in a year. 

A monthly report has been prescribed for watching their perform-
ance in the Board's office by Board's letter dated 10 June, 1980. 
As per reports received for the financial year 1979-80, they 
had completed 3,181 assessments raising gross demand of 
Rs. 24,035 lakhs. They have also initiated penalty proceeding 
for concealment during 1979-80 in 590 cases. 

From the reports received in regard to results of the assessments done 
by lACs (Assessment), it was found that upto October, 1980 
additions to the extent of more than Rs. 25 crores were made 
in 54 ca'ses by lACs (Assessment). 

The institution of J.A.Cs (Assessment) is in its initial stages and it 
is expected that in the years to come, it will give more fruitful 
results." 

8.7. According to the Ministry, the number of assessments that should 
nave been completed during 1978-79 on the basi's of the prescribed 
~tan ar  is as follows : 

a) T"lDle barring assessments 647,959 

b) Company assessments with income above Rs. 25,000/- 17,353 

'c) Non-company scrutiny assessments with retumed/last assessed income of Rs. 
one lakh and above ...... •  •  •  •  • 42,144 

11) Search & Seizure cases 

i) assessments connected with searches completed on or before 31-3-1977 

ii) Assessments in 'Oth,er search cases 1,064 

-e) Summary assessments 

(T..,aare laiddown.viewiag the work-L9ad in variolu cron-sectio:uan.:i there is.a certaiu 
-amount of overlapping therein). 



8.8. In reply to a question if the increase in the number of assessing. 
officers should not have resulted in improved performance on assessment 
front, the Members, CBDT stated in evidence : 

"(The increase was ........ ) 250 ITOs. Out of 250, 100 were' 
leave reserves. And out of 150, as many as 87 posts of the 
ITOs were upgraded to lACs, with the result thet the net 
increase between 1977 and 1978 was very nominal." 

8.9. He added : 

"There was a very nominal increase in the number of ITOs who were' 
required to do asses'sment work. On the basis of the SIU's 
study which was conducted more than 10 yeers· back, we found 
that if "ie were to dispose of these 40 lakh as'Sessments, we' 
would require ntarly 1300 ITOs more. But on account of' 
constraints on public expenditure and economy drive, these' 
1 300 posts of ITOs based on the recommendation of the S ~. 

Report which has become outdated now, could not be filled." 

8.10. He further added: 

" .... And even for disposing of 33 lakh assessments if we apply 
those very norms to which I do not subscribe because tI'lose 
arc not the latest norms, we needed 3208 lTOs. We hed in 
position only 2747 lTOs. It means that some aspect of the-

work had to be neglected or relegated to the background. 
That is how, we had fixed the norms and the target disposal, 
at 30 lakhs." 

8.11. In regard to the validity of the work-norms prescribed by Staff' 
Inspection Unit, the representative of the Ministry stated during evidence: 

"With all the changes brought out after the Works Study which has 
been conducted in 1969, the law has become complex and to 
put the same expectation for disposal from an Income-tax 
Officer is not proper. Far certain category of cases they have' 
fixed norm at 325 cases per year. Obviously, with all these 
changes it should be revised downwards with the result that 
the number of officers required will go up." 

8.]2. As against the previous years' performance of 40,43,813 disposals, 
the Action Plan. for 1978-79 had put the target for completion of 36,12,187' 
assessments. The actual 'p'crformance however went down to  33,12,099 
assessments representing a shortfal1 over the Action Plan targets by 1()' 
per cent. On the other hand, there was increase in the number of assessing 
I.T.Os from 2622 in 1977-78 to 2747 in 1978-79. The number of assess-
ments per ITO on an average has come down from 1533 in 1976-71" 
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.2Ild 1,542 in 1977-78 to 1,205 in 1978-79, representing a shortfall of about 
25 per cent in average performance. 

8.13. During evidence, the Committee, therefore. desired to know 
'whether the availab!e staff were being utilised to the optimum level for 
Jiquidating the arrears of assessments. The Member, CBDT replied: 

"Now, so far as the e ~t n  staff are concerned, my reply is that we 
rather overstraining them, not only we are utilising them -ino:;t 
effectively but, in fact, if I may be permitted to say with 
utmost respect, we are taking more work from them than the 
Staff Inspection Unit has prescribed for them." 

He added: 

"There is a shortage of Ministerial staff, there is a shortage of notice-
serves. There is a shortage in lower levels. They all 

affect the efficiency of the Department. Now, we on the 
basis of a work study conducted by the DOMS in April 1978 
determined ~  shortage bf ministerial staff which was very heavy 
more than  10000 or 12000. This work study conducted 
by the Directorate of OMS was subjected to a detailed scrutiny 
by the Staff Inspection Unit which recommended an addition 
of 5000 more staff immediately. Now. we are trying to pursue 
thi's propos"l with the (Department of Expenditure) and we 
do hope that We will succeed. That would. to a large extent, 
prove that the existing staff that we have got is not only being 
utilised fully but more than that. 

8.14. In regard to augmentation of staff strength, the Finance Secretary 
:stated: 

"This !problem of increasing the staff of the Department has to be 
looked at from two angles. One is, of course, that we must 
have sufficient strength at the officer level so that the pace of 
disposal of assessments is accelerated. At the same time, we 
have also to take steps to simplify laws ... " 

'8.15. He added: 

"the clerical requirement!. of the Income-tax Department had been 
neglected over a long period of time. Therefore, the Staff 
Inspection Unit carried out a study and, based OI!, that the 
Board qualified the requirements of clerical staff required and 
they came up with a massive proposal. I was myself very 
diffident. I have to get clearance from my colleague in the 
Expenditure Department. I cannot sanction the staff on my 
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OWn. So, I had a discussion with my colleague in the Expen-
diture Department. We also had a discussion with the Minis-

ter. Naturally, We felt that we could not sanction so much 
staff in our own Department. So, we agreed that we will 
sanction only half the staff and we will sanction the other half 
next year ..... So far as additions to s19ff at higher level are 
concerned, I would like to make two submissions. One is, as 
the hon. Members of the Committee may be aware, some 
changes were made in 1975 or so in the Income-tax law. As 
a result of that, in many cases, the ITO had to refer the case 
to the Inspecting Assistant Commissioner before finalising the 
assessment. In order to enable the Department to deal with 
such cases--when they go in appeal, it will not be proper for 
an Appellate Assistant Commissioner to hear appeals--we took 
a deliberate decision and the Act was also amended to create 
a new category of Commissioner of Income-tax (Appeals). 
We sanctioned a very large number of posts of Commissioners. 
A new category was brought into eXistence. This accounts 
for the increase in the staff strength of the Department. Other-
wise, by and large I should say, this is a Department where 
the increase in staff both at the clerical level and at the officers 
level has been contained within very reasonable limits. If 
anything, We are  parsimonious in regard to the sanctioning 
of staff in our Department. 

.... I agree that the legitimate requirements of a revenue 
department have to be met. In fact, when they ask for staff 
on the non-plan side, we do not generally agree, we resist. But 

so far as the revenue department is concerned, once a case is 
made out, we agree to it. . . . " 

8.16. He further added: 

" .... whether some increases in staff strength is necessary at the 
initial assessment level is an important issue. I shall go into 
it. This is a very legitimate task which you have set before 
us. It is not enough if we concentrate only on clearing arrears 
in regard to wealth-tax cases, in regard to penalty cases and 
the like. We can do it for a year or two, try to trim the 
task to the manpower resources available. But at same stage, 
if it becomes necessary, we will have to augment the manpower 
at the initial level so that we also make a dent on the overall 
pendency. I can give you an assurance that I shall go into 
this question. I will not accept what the Director, 0 & M 
or the CBDT recommend. We shall go into it critically as we 
examine the proposals of other Departments. Whatever 
increase is nece ~ar  at the initial level of assessment in order 
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to bring down the overall pendency from where it has slipped 
down, will be agreed to." 

8.17. In reply to a question if it was not equally necessary to remove' 
the built-in weaknesses of the Department and to increase the efficiency,. 
the witness stated: 

"We have to imprm-e our organisational methods, we have to pro-
perly motivate our officers and also increase the strength of 
officers if it ec e~ necessary to see that the ovemll pend.ency· 
is brought down." 

8.18. The rote prepared by DOMS in March 1978 outlining the pro-
posals of the Action Plan 1978-79 for consideration of Chairman, CBDT 
inter alia stated: 

"This weakness of the Action Plan targets has also been examined 
by this Directorate from the manpower angle. By applying the 
SIU norms, it was found that if all the objectives that were 

specified for the Action Plan for 1977-78 were to be achieved 
in 1978-79 also, the number of ITOs required will swell to 
4139 as against the available strength of 2742 ITOs. This 
would highlight firstly, that there is a uefinite shortage of 
manpower according to the SID norms and secondly, that due 
t<> the shortage of the manpower the quality of follow-up work 
and other distortions of the work done are a necessary c0-
rollary." 

8.19. The Committee desired to know the action taken by Government 
~ the proposal for addi ional staff -projected by the DOMS in MarchI April 

1978. In a !Dote, the Ministry have stated: 

"The D.O.M.S. letter dated 30-3-78, was a paper relating to an inter-
nal exercise for formulating the ac:ion plan for 1978-79. As 
part of the exercise, the work load for the year was projected 
and the manpower  requirement, if the S.l.U. norms for assess-
ment work were applied, was also worked out .... The D.O.M.S_ 
also made a separate workng of manpower of efFective cases and 
basis of the plan targets for disposing of effective cases and 
worked out the additional requirement of ITOs. at 208. The 
D.O.M.S. had suggested in their let'er that this manpower should 
be ·found by approving the proposal for creation of 206 leave 
reserve Group B posts which was then pending. Subsequently. 
on the basis of this propOsal, 150 leave reserve posts were 
'sanctioned under F. No. A. llOO13/41/77-Ad. VII dated 
16-9-78. 

It may also be -men;ioned that the D.O.M.S. made an assessment of 
requirement of c1erical staff for assessment and collection work 



59 

and arrived at a shortage of 18034 on the basis of· the work 
load for 1976-77. The S.I.U. after test-check agreed that there 
was 8 shortage of 5000 on the basis of the work-load for 1976-77. 
The S.lU., however, reduced the requirement to 3930 on the 
basis of the actual disposals in later years even though the re-
duction in disp'osal was partly due to shortage of stoff. This 
was further reduced to 3475 by setting off certain surplus 
posts in other area~ and formal proposals for sanction were 
sent. As an economy measure a 50 'Per cent cut was made 
and creation of 1737 clerical posts has been agreed to in 
principle, but formal sanction is yet to be received.' 

8.20. In a further note on the requirement of ITOs based on the :lctual 
number of assessments completed in 1978,;,79 vis-a-vis the norms prescribed 
by the S.I.U., the Ministry  have stated: 

"In connection with Ihe annual action plans, the Board prescribes 
annual disposal targets. in the areas of assessment,' collection, etc. 
In regard to assessmeIit separate targets are laid down for 
different types of scrutiny. ~ e ent . As regards summary 
assessments, specific numeriCal disposal targets have been laid 
down for each Commissiqner's charge. These targets are how-
ever not based on any work or ,method study and they cannot 
therefore, be compared with the nonns laid down by the Staff 
Inspection Unit. The objective of the annual action plans is to 
achieve optimum results in the most important areas with the 
ava1lable manpower . 

. .. in appl'ying the S.I.U., norms the following facts have to be 
kept in mind. 
(i) The S.LU. has not fixed any norms for disposal of investi-
gation cases in Central Cirles and Special Circles. SUch 
cases and the number of I.T.Os. deployed on them will 
have to be excluded from the working; 

(ii) No norms have been fixed by the S.I.U. for surtax cac:es 
and set aside assessments which pose special problems. 
During the ye'Jr 1978-79, 994 Sur-tax assessment and 
17648 set aside assessments were disposed of. Some 
adjustment is necessary in respect of such cases. 

(iii) The nonns of 9780 prescribed by the S.LU. for salary cases 
applies only to salary cases disposed of under section 
143 (1 ). These norms cannot be applied to non-salary 
assessments under section 143(1) for which the S.I.U. oos 
'p'rescribed separate norms of 1255 in respect of case'S with 
income of Rs. 7500/-and above and 2755 in respect of 
cases bdow R5.. 7500/-. The summary caSes disposed of 
inc1ude less than 5 lakhs of salary Gsses'Sments. 

4107 L5-5. 
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2. A tresh working of the manpower requirement on the basis of S. 
I.U. norms as applied to the disposal during 1978-79 is given 
in Appendix III. From th,is, it may be seen that 3237 officers 
would have been required to be deployed if S.I.U. norms had 
been followed, whereas actually only 2747 officers were deploy-
ed. There is, therefore, no shortfall in performance. On the 
other hand, in the light of the shortfall in manpower, the perfor-
mances is higher than the norms fixed." 

8.21. The Committee desired to know how many nOs had been actually 
engaged on aisessment work and how mlNl'y had been assignee other work 
such as administrative, tax recovery, estate duty, internal audit functiolD etc. 
The Ministry have accordingly furnished the fonowing informatidn: 

The total sanctioned strength of I. T. Os a-I and CJass.II on 30-6-80 is as under:-

Inmme tax officers (Class-I) ISOI) 
~ Total: 3703 

nc ~ta  Officers IClass-II) l ~ J 

Out of the total strength of 3'7050 the following Dumber or I.T.Os. are emplO}'Cd on duties 
other than assessment and· collection work. 

I. I. T. Os. deployed at Hqrs. oa and., jw:licial, Technical functions etc. (includinlJ 
20 in admiDistration in C. 1."'1"'111. Q..). .  .  .  . .. 160 

2. juaier A. Rs. sa 
3. I. T. Os. 94 

4· Assistant Directors .,s 

5. Assistant Director (Intelligence) 73 

6. P. R. Os. 19 

7· I. T. Os. Foreign Sc-ction 5 

8. I. T. Os. administration in wards 35 

9· T. R. Os. 223 

10. C. I. B. 32 

II. Probationers under training ISo 

Total: 957 

Thus, out of a total of 3703 !T0s 957 were on non-assessment work in 
specific important areas. The Dumber of ITOs available for assessment 
work was only 2746. The number actually deployed on assessment tluc-

tuates on account of leave, probationers becoming available fOr posting etc." 

8.22. The sanctioned strength of ITOs has risen from 3392 as on 
1.4.1977 to 3742 as on 1.4.1978 and 3746 as on 1.4.1979. The sanc-
tioned :strength of lACs has gone up from 290 to 294 and still further to 
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377 during the abol'e period. The number of Commissioners of Income 
Tax rose from 73 as on 1.4.77 and 1.4.78 to 156 as on 1.4.79. Thus 
the total increase during this period has been of 354 ITOs, 87 lACs and 
83 CSIT. The number of ITOs actuaDy engaged on assessment functiom 
was 2575 as on 1.4.77, 2622 as on 1.4.78 and 2747 as on 1. . 9~ i.e. a 

net increase of 172 in two years. In addition, 63 posts of lAC's (Assess-
ment) were sanctioned in October 1978 to assess cases hal'ing income of 
Rs. 5 lakhs and above, search and seizure cases, foreign company cases 
etc. 

8.23. The Committee understand that by applying the norms of 

work bid down by the Staft lasedion Unit in 1969, it was found (March 
78) dlat if all the objectives dud were specified for 6e Action PIaa for 
1977·78 "ere to be addeved in 1978-79 also, .. DUmber of rros re-
qoired would be as hiRit as 4,139. 

8.24. TIle ColIIJ8ittee _e uo beea Wormed dIId the CBDT pres-
cribes .... 1181 disposal .... ts iR tile area. or assessment, eoIIecti.OIl etc .• 
the objective beiDg achievement of .1_,01 results ill tile _t iJDportant 
anas wida tile available ... ·power. 1'IIeIe ..... are 1Ioweftr, IIOt -.ed 
on 1liiy work or method -.Iy .... dley CBIIOt,. therefore, be compared 
wi .. tile IIOI1IU1 laid doWll by die s.LU. Moreover. tile S.I.V. ave Ht 
find .y IlOrIIIS for dispoIaI of investiptioa caleS ia CatnI .. d Special 
Cirdes CIS wd as for sUlfa cases'" set aside 8SIe5SIIleat wIIidI 
pose speci:d problems. 

8.25. Tile exercise doDe by die MiBistry to work out tile maapower 
requirements OR the basis of S.LV. ...... IIpIltied to tile actual disposal 
in 1978·79 indicates tIIat as ....., as 3237 ITOs would _ve been required 
if tile SIU norms bad been foIowed, wllereas lIdallIy GIlly 2747 olicen 
were deployed i.e. there was • sIIordaIl of 490. AccordiDg to tile M a ~ 

try. this is indicative 01 the fact that the penOl'lll8llCe .. been higher thaa 

the norms fixed. 

8.26. The Committee note the contention of the representative of the 
Ministry that the norms laid down by the S.lV. more than 10 years back 
have now become outdated and the law havillg become more complex, it 
would not be fair to expect the same disposal hm the 1TOs. The Com-
mittee nevertheless consider that ~ such as the gradual extension 

of the summary assessment scheme to cover cases npto Rs. one lath, creation 
of posts of lACs (Assessment) etc. sbould have enabled the Department 

at least  to sustain the prel'ious years' perfonnance. The heav.v shortiaH 
of 7 '3kh assessments dnring 1978-79 as compared to 1977-78, despite aD 
increase of 172 in the strengtb of ITOs actually engaged in assessment 
function, and creation of 63 posts of lACs (Assessment) would, therefore. 
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iDdicate that tbere bas been a marked deterioratiOn in tbe efticieocy of tbe 
Department. 

8.27. It is e!\Sential that a fresh works and metbods study be made to 
ascertain the ntaDpower necessary to efficiently ladminister tbe direct tax 
hws. The complaint of the Department that it is under-staffed needs to be 
properly evaluated. If the grievmce is found to be jUstified On tbe basis Of 
tbe study, Government sbould provide adequate number of Income-tax 
Ofticers, Inspecting Asstt. Commissioners, AppeUate Asstt. Commissioners 
and Commisssioners of Income-lax. The exact number of AppeUate Asstt. 
Commissioners required for expeditious disposal needs to be examined be-
cause a brge number of appeals have been pending finaHsation in tbe 
Department which is injurious to the interest of revenue. The Committee 
are of the opinion that the Department is expected to collect revenue. 
witb speed and efficiency which are indispensable pre-requisite for maxi-
mising revenue collections. The Government must not. therefore, labour 
under a false sense of economy in not providing adequate manpow.er if it 
is needed to optimise speed and efticieniy. 



I. Incentive .scheme jor outstanding performance in. assessment work. 

9.1. As a result of Public Accounts Committee's recommendation to 
improve the performance of assessment work and in order to encourage the 
Income-tax officers to give their best, an Incentive Scheme for quelity work 
in assessment has been introduced from lst April 1976. The Scheme con-
templates 20 cash awards, 8 of Rs. 2,000 each no. 12 of Rs. 1,000 each to 
be given annually to the Assessing Officers whose assessments are rated to 
be the best of the year. 

9.2. According to audit the information regarding the number of bene-
ficiaries and the amount disbursed is 'nil' for the years 1977-78 and 
1978-79. 

93. The Committee desired to know w'1y the scheme had remained 
inoperative during the years 1977-78 and 1978-79. In a note, the Ministry 
have stated: 

"The incentive scheme envisages that any ITO who desires to com-
pets for a reward under the scheme should submit one assess-
ment to the lAC which he considers to be his best. The lA.C. 
has to conduct an inspection of the Officers work during the 
relevant year and out of the various assessments submitted by 
ITOs, forward two best a'ssessments to the Commissioner 
alongwith the Inspection reports and the report to the internal 
audit whiCh is also required to be conducted in respect of 
I.T.Os aspiring for the reward. Out of the various assessments 
submitted to the Commissioner, the best assessmellt selected 
by him is forwarded to the Board for being considered for the 
reward. 

It is felt that the requirements regarding inspection by lACs as well 
as internal audit have created a natural fear that mistakes may 
be noticed resulting in the necessity of rectification or re-open-
ing with the resultant consequences. It is perhaps for this 
reason that during the financial year 1977-78 and 19n-79 no 
assessments were forwarded by the ITOs to the BOIlrd for this 
purpose. Accordingly no reward could be given under the 
Incentive Scheme for high quality work in the field of assess-
ment. The Commissioners have been requested to examine the 
cases completed during the financial year 1977-78 and 1978-79 
and send the same to the Board. Similarly the assessments 
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completed during the years 1979-80 and 1980-81 will also be 
examined for the purpose of reward. A revision of the scheme 
is also under consideration." 

9.4. The incentive scheme designed to encourage ths ITOs to give of 
their best does not appear to have enthused the Dep:u1ment. According 
to the :Ministry, the reasOn perhaps is that the ITOs are afraid that mis-
takes might be detected during inspection by lAC or during scrutiny by 
Internal Audit. Since the reason for introduction of the scheme is preci-
sely to encourage quality work, it is difticult to see what other criteria 
could be introduced and indeed how a really competent and conscientious 
officer could feel discoumged Or hesitant to meet the required t ulat n ~ 

In any case, there is need for reviewing the whole matter. 



/. Simplification of Income-tax Act 

10.1. During informal discussions with the Commissioners of lncomp 

Tax in the course of their tOUTS, the Study Groups of the Public Account:> 
Committee were informed that 'the Income Tax Act, 1961 had been sub-
jected to a large number of amendments which had made it very complicated 
and difficult to administer. It was time that the Act as a whole was restruc-
tured. Commenting upon the growing complexity of the income-tax law 

which had a vital bearing on the output of the ITOs, the Member CBDT, 
stated in evidence:-

"Since ] 969, I have culled out from the Income Tax Act, the 
change'S, and the complexities in the Income Tax Act which 
have been inuodvced and the new sections which haVe been 
added. I have classified them into four categories-legislative 
changes, changes in procedure, increase in statistical work and 
work relating to other matters like increase in search and 
seizure and such other enforcement activitie'S. H we see all 
those new sections, under the first head I have listed 9 such 
changes. Under the "new tax/concessions" that we have given, 
I have listed 29 such changes. Under the procedural changes 
I have listed 6 changes, under the important changes in Ue 
ealt ~ta  Act, the number is 4. Under the Gift-tax Act there 
are 3 .... With all these changes brought about after the work 
study which was conducted in 1969, the law has become more 
complex and to have the same  expectation for disposal from 
an income-tax officer, would not be proper." 

10.2. Elaborating the views of the Government in this behalf, the Fin-
ance Secretary stated: 

"Every budget is also an instrument for implementing the policies of 
the Government. Fortunately or unfortunately, the Income-tax 
law has become an instrument for the fulfilment of certain 
social and economic objectives, considered valid by the Gov-
ernment, for the time being. If one were to say that in the 
process the law becomes complicated, that is one a ~ct of the 
matter. ~ec n l  however careful we might be, there can be 
certain lacuna-such as drafting ta e~  what We intended 
to achieve may be set at naught and we have got to take some 
reD)ediaI ~ct n. All this adds to the complexity of the income-
tax law, if I may say so. We grapple with thi9 problem peria-
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dically. There are other objectives side by side of tackling 
evasion of taxes, of giving incentives for savings and ior invest-
ments and so on, of giving encouragement for the starting of 
industries in backward areas etc. Each one of these and other 

kinds of objectives is valid, and has to be taken care of. In 
the process, the law becomes complicated. But we are aware 

of the need to simplify the Income Tax Act. We will have to 
undertake this exercise periodically, so that we remove the pro-

visions which have outlived their usefulness. I agree that it is 
the wearer of the shoe who knows where it pinches. It is the 
Commissioner in thi!' case, who experiences the 'difficulty and 
not we ourselves who formulate the legislation." 

10.3. Asked to state whether Government had got any evaluation done 

to ascertain whether the various amendments made in the Income-tax law 
over the years had served the intended purpose and to what extent they had 

really subserved the socio-economic objectives of the Government, the 
Finance Secretary stated: 

"As you are aw;tre, one recent study has been made and that was 
by the Dandekar Commit:ee limited to the issue-whether the 

various financal incentives provided under our direct tax laws 
as well as the, indirect tax laws-have fulfilled their objectives 
or not Or \'II hether some further incentives can be provided 
through the mechanism of these laws .... You might recall that 

while ~ e Government has not accepted all the recommenda-
tions of t ~ Committee, there is one particularly significant 
recommendation of this Committee namely that the existing 
provisions relating to tax holiday in the income-tax law have 

the effect indirectly of imparting a ca'pital bias to investment 
decisions and, thf;l'efore, we should have a somewhat neutral 
criterion for determining the eligibility for tax holiday. This 
particular recommendation has been accepted and implemented. 

Then, I am not able to say straightaway whether the impact of tax 
incentives is being examined by them-there is a committee 
headed by Mr. Sivaraman. That was going ioto the question 
of redressal of regional imbalance's. As you know, our income-

-, 

tax Jaw embodies some provisions for promotion of industries 
in a backward area. .  . May be, Sivaraman Committee may 
go into this question -whether the provision in the income·tax; 
law for promotion of industry in backward areas has served 
its purpose or not. . . ." 

"I will give one other example. Sec. 72A. This was incorporated 
in 1977 to promote amalgamation of sick units with healthy 
units. Government felt, and perhaps rightly, that instead of the 
government being oblige to take over sick: units, in the interests 
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of production and employment, it will be much better if tax 

incentives are provided to enable healthy units to merge with 

sick units. Now,_ there is screening committee looking into 
this. Frankly speaking, so far this Sec. 72A has not come upt() 

the expectations we entertained of it when we introduced it. 
But hardly two years have gone. We cannot draw any prema-

ture conclusions." 

10.4, The witness, however, conceded: 

"I cannot readily .,ay that a comprehensive evaluation of these con-
cessions has bcen made while there have been piecemeal studies 
of specific provisions. I would  respectfully submit that it is not 
our claim that we have been able to solve all the. problems. I 

do not think any go\ternment has claimed to have solved all the 

problems or the economic ills to which the Member referred 
just now. There are still wide disparities in incomes: regional 
imbalance is there; unemployment problem is there. All these 
problems cannot be solved only by fiscal laws, That is why, I 
say that the fls.:al laws have to assist in fulfilling the objectives 

that are embodied in our programmes. No doubt there may 
have .been lapses in the formulation of the plan. There may 

be some deficiencies in the implementation of the phos which 

havc led to the various maladies which the Hon'ble Member !tas 
mentioned. How can we, to that extent lay the blame for all 
this at the doors of the income-tax act is the only question. It 
is also to be OOIlceded that the Income-tax Act has had the 

effect of mitigating the inequalities to some extent. For ex-
ample, there is some deficiency in our public distribution sys-

tem. As a result of all this, black money is generated, the in-
equality and the gap has got widened. Therefore, it is not 

possible to find a solution to all these ~ cu1t e  through the 
Income Tax Act. So, it is not the claim of the department 
which has been placed in charge of tax. administration that all 
these economic objectives can be achieved throUgh the fiscal 

laws or fiscal policies only. The only thing is that it is possible 
that, in furthering of some of the objectives, it may accelerate Or 
declerate the achievement of ~e of the objectives. That is 
all the claim that is being made. The USe of fiscal instrument 
for achieving the ends cannot be wholly ruled out." 

10.5. Summing up the position, the Finance Secretary stated: 

...... I wouldrespectJully_ submit that tax laws are to· powerful, an-

..... instrument for' promoting , _ c O e~n c.. objectives aDli ~  -



68 

government is likely to refrain from using the tax instrument 
for promoting its cherished socio-economic goals." 

10.6. Government had appointed a Committee of experts, namely Direct 
Tax Laws Committee (,popUlarly known as the Chokshi Committee) in 
June, 1977 inter alia 10 examine and suggest legal and administrative mea-
sures for simplification ~n  rationalisation of the direct tax laws. The 
Committee desired to know whether any efforts were being made to Qring 
forward comprehensive legislation. The Finance Secretary stated: 

"So far as legislation is concerned, the Finance Minister himself has 
indicated in Parliament that it is his intention to bring forward 
comprehensive legislation. Based on the Law Commission's 
report this foct, of 1922 was replaced by a comprehensive Act 
in 1961. The Chokshi Committee also made recommenda-
tions. We have examined them at the official level .and taken a 
view on most of them. Many of the recommendations have 
also been cleared at the Ministerial level. But before we could 
take action to formulate legislation, there was change of Gov-
ernment. Now the idea is to examine not only the Chokshi 
Committee's recommendations but also those of the Wanchoo 
Committee '~  han not been acted upon yet and also keeping 
in view the over-riding need" for simplificatioR, bring forward 
comprehensive legislation on income-tax. This is what our 

Minister has in view and at the officials' level it shall be our 
endeavour to see that his ideas are translated into action. ,. 

10.7. One of tbe factors contributing in some measure to the delav in 
finalising the assessments is undoubtedly the cumbersomeness of various 
tax laws. As a continuously developing tax law, the Income-fa" Act has 
been repeatedly amended during the last two decades with a view to plug-
ging the v,:uious loopholes leading to evasion of taxes, to combating the 

evU of black money and often to extending the areas of concessions in-
tended for planned development 0( the economy with the result that it is 
exiled from simplicity and coherence. Various factors relating to the 
economic needs of the country, budgetary requirements, incentives (or 
investment of capital are taken into account at the time 0( formulation of 
Budget proposals. As far 1nck as in 1967-68, the Public Accounts Com-
mittee bad, in their 17th Report (4th Lok Sabha) expressed the view that 
the present system of levy of taxes was 'onerous and complicated' and that 
the coUection of taxes had Dot beeD ef6deDt 

10.S. In 1977. Government set up a Connnittee of experts. IrnowB as 
Direct Tn Laws COIIIIIIiUee (CboksJli Committee) to reeoDIIIleDd iOt&d'Ci8 
to""shBpIify ... ~ tile direc:t ....... witIa • ~ to .uhIg ..... 
... .~ ......... CD ,.,.., re ............... ....... 



69 

ving the interests of the national economy. De final Report of the Choksbi 

Committee was submitted to Government in September, 1978. The Com-
mittee have been informed that the recommendations of the Chokshi Com-
mittee are under examination alongwith such of the recommendations of 
the Wanchoo Committee, which had not been acted upon las yet. Keeping 
in view the over-riding Deed for simplification, Government r ~ to 
bring forward a comprehensive bill on direct taxes. 

The Committee have observed that numerous amendments made to 
the direct tax laws were necessitated on acconnt of faulty drafting. Con-
tinuous spate of amendments make the law incomprehensible and the job 
of the MseSSing cfficer exceedingly difficult. The Committee tlre of the 
view that frequent amendments for purposes of plugging the loopholes 
become counter-productive in so far as instead of helping the Govern-
ment to augment its revenue, they provide scope for easy evasion and 
evoidance because of the increased complexity of law implicit  in frequent 
amendments. The Committee, therefore, recommend that while the pro-
posed comprehensh'e enactment is prepared, so as to simptify tbe  direct 
tax bws both with reference to procedural and substantin laws, particular 
attention is paid to carefully draft the same. It would obviate the neces-
sity of amendments year after year. Care should also be taken that the 
entire enactment is made more methodical so as to be caplble of being 
comprehended and understood by the tax payers.. 

10.10. While proposing retrospective legislation, Government needs to 
bear in mind that it is likely to cause hardship to honest and unsuspecting 
assessees as well as is apt to adversely affect the credibility of the Govern-

ment. 

NEW DFLHJ; 

March 19, 1981 
----

Phalguna 28, 1902 (Saka) 

CHANDRAJIT Y ADA V, 

Chairman, 
Public Accounts Committee. 
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APPENDIX I 

(Vide paragraph ~. 9) 

STATEMENT SHOWING THE TOTAL ARREAR DEMAND OF RUPEES IN TEN 
LAKHSANDABOVEAS ON·31-3-1978 OUTSTANDING AGAINST EACHMONO-

POLY HOUSE. 

Name of the ~e 

2 

A. C. C. GROUP 

I. MIs. Associated Cement Co. Ltd. 

DEEJAY GROUP 

2. Amin Chand Payare Lal 

B.ANGUR GROUP 

3. D ~ a  CemCDt Co. Ltd. 

BIRLAGROUP 

+ Mis. Bham General Textiles . 

5. BirlaJute Mfg. Co. Ltd. 

6. Mis India Steamship Cil. Ltd. 

7. New Swaclesbi Mills of Ahmedabad Ltd. 

8. Orient paper M ll~ Ltd. 

I.C.1. GRO UP 

9. Ciha Geigy of India Ltd. 

J.K. SINGHANIA GROUP 

]0. J. K. Udyog Ltd .. 

II. J. K. Syntht"tics Ltd. 

73 

Net 
arrear 

3 

Tunat 
CallCD due 

4 

Gross 

5 

~ _ .... *--

10·gB 10·g8 

II· 57 11·57 

1 .... 50 ~·  37.08 

21·33 2(·1 3 

101· 74- (01· i ... 

143.05 143· u5 

19.06 19.06 
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2 

KAMANI GROUP 

12. Jaipur Metal & Elect. Ltd. 

13. MIs. Kamani Mettallic Oxidas P. Ltd. 

14. Kamani Engg. Corp. Ltd. 

15. MIs, Kamani Bros. (P) Ltd. 

KILACHAND GROUP 

16. MIs, Fort Properties Ltd. 

KAPADIA KIUJCK GROUP 

17. Magenlal Chagan Lal p, Ltd 

KHATAU GROUP 

18. Colour Chern. Ltd. 

19. Siemens India Ltd. 

MAONETLL MAGOR GROUP .. 
20. Assam Co. Ltd. 

MAHINDRA & MAHINDRA GROUP 

21. Mahimlra & Mahindra Ltd. 

MODI GROUP 

22. Modi Industries Ltd. 

2g. Modipon Ltd. 

R. N. GOENKA GROUP 

24. Express News paper Ltd. 

25. Indian Express (P) Ltd. (Madurai) 

26. Indian Express (P) Ltd. (Bombay) 

27. MIs, Traders & Traders 

SARABHAI GROUP 

28. Ahmedabad Calico & Ptg. Co. Ltd. 

29. Suhrid Geigy Ltd. 

go. Sarabhai Technological Development Syndicate 
(P) Ltd. ..... . 

3 

47'32 

22'22 

407. 08 

86·08 

4 

12'59 

40' 10 

14' II 

12'98 

67'55 

20·63 

5 

12'59 

47'32 

40'10 

14' II 

22'22 

86·08 

12'gB 

10' 30 
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,--
2 3 4 5 

----
SESHASAYEE GROUP 

31, Seshasayee Papers & Boards Ltd, 34'95 34'95 

SOORAJMALL NAGARMALL GROUP 

32, MIs, Asiatic Oxygen Ltd, 23'29 23' 2<0 

33, MIs, B,I,C, Ltd, 62'72 00' 72 

34, Elgin Mills Ltd, 30 '84 30 '84 

S, JAiPURlA GROUP 

35, Swadeshi Cotton Mills Co, Ltd, 73'42 73'42 

T. V,S, IYNGAR GROUP 

36, Brakes India Ltd, 14'08 14'08 

37, Wheels India Ltd, 14'95 14'95 

TATA GROUP 

38, Tata Iron & Steel Co, Ltd, 17'91 17'91 

59. Voltas Ltd, 14'98 14'gB 

THIAGARAJA GROUP 

40· Sree Rajendra Mills Ltd. 16'48 0'72 17'20 

41. Saroja Mills Ltd. 13'00 5' 10 18· 10 

UNITED BREWERIES' GROUP 

42 • Carew lit Co. Ltd. 76'29 76'29 
41'3, Hoechest Pharmaceuticals Ltd, 24' 39 24'39 

UNION CARBIDE GROUP 

44, Union Carbide India Ltd. 49'6g 49'69 

WALCHAND GROUP 

45' Hindu!tan Con,truction Co, Ltd, 10'32 10'32 

4107 LS-6 
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SttJtement showing the total arrear Dmumd qf lb. Ten Lakhs and above as 011 31-3-1979 " outstllndillg 
tl{{ainst eeuh mo1lOpoly House 

S. 
No. 

BANGVR 

Name of the Company 

2 

I. Maharaja Shree Umaid Mills Ltd. 

2. Shree Madhusudan Mills Ltd. 

BIRLA 

3· Gwalior Rayon Silk Mfg. Co. Ltd. 

4. India Steamship Co. Ltd.x. 

5. Jiyajeerao ('.otton Mills Ltd. 

6. National Engg. Industrial Ltd. 

7. Texmaco Ltd. 

8. MIs. Mysore Cement Ltd. 

9. MIs. Jayshree Tea and Industries Ltd. 

10. M/,. Century Spg. and Mfg. Co. Ltd. 

BHIWAND/WALA 

II. A.H. Bhiwandiwala 

CHOGUlE 
12. MIs, Chogule Brothers 

7·K. SINGHANIA 

13· J. K. Synthetics Ltd. 

14· .I. K. Cotton Spg. and Wv(1,. Mills Ltd. 

15. Straw Products Ltd .. 

(Amounts in lakhs of Rupees) 

Demand as on 31-3-1979 

Tax in Tax not Gross 
arrears fallen due 

3 4- 5 

18.07 18'07 

16'70 16·70 
------. 

34'77 34'77 ------. 

115'45 115'45 

35.62 35.62 

33. 63 33.63 

17'30 17'30 

21'53 21'53 

38 .83 184'70 223'53 

153'27 153·27 

24'95 6o'gB 8S'1l3 

64·06 64'06 

24.85 278 '31 30 3.1'6 
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2 

JAIPURIA 

16. Swt-deshi Cotton Mills Co. Ltd. 

17· MIs Swadeshi Mining K. and Mfg. Co. Ltd. 

I.C.I. 

J8. The Alkali Chemical Corpn. of India Ltd. 

1'9. MIs Indian Explosives Ltd. 

KAMANl 

20. Jaipur Metals and Electrical Ltd. 

21 Kamani Engg. Corpn. Ltd. 

22 Kamani MetaIic Oxides Ltd. 

23 Kamani Metal and Alloys Ltd. 

"24 Kamani Br->s. Pvt. Ltd. 

KD ADIA (KILL/CK) 

·25· Maganlal Chaganlal Pvt. Ltd. 

26. Nav Jiwan Mills Ltd. 

3 5 

85. 10 

0·43 

21.00 21.()() 

12.61 

97'39 97,39 

21.00 

.p.g6 109·6g 

4 1 .g6 
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3 4 

KAS1T1RBHAI LAL B HAl 

27. Atual Products Ltd. 

KILA CHAND 

28. Synthetics K Chemicals Ltd. 

KIRLOSKAR 

29. Kirloskar Oil Engines Ltd. 10.61 10.61·· 

KOTHARI 

30. MIs Kothari (Madras) Ltd. 

MAFATLAL 

3 I. Hoechest Dyes & Chemica ls Ltd. 11.49 11·49' 

MODI 

32. Modi Pon Ltd. 5·00 393. II 3gB. II 

33. Modi Industries Ltd. 19'15 37· IS 56'30. 

24· IS 43°·26 454.41 

M.S.OBEROI 

34. East India Hotels Ltd. 12.4'3 12·48· 

NAIDU G.V. 

35. Lakoshmi Machine Worb Ltd. 20·11 20·11 

36. South India Viscose Ltd. 97.71 104.46 202.17-

97.71 124·57 222.28: 

R.N. GOENK.A 

37. Express Newspapers (P) Ltd. 1 '~ 17'58-: 

38. Indian Expreu Newspapers (Bombay) (P) Ltd. 56,49 56·., 

1 ·~ 56.49 74.01 
.. 
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3 5 

RAUNAQ SINGH 

39. Bharat Steel Tubes Ltd. 234.51 16g·7° 4°4'21 

40. Mls Raunaq & C'). P. Ltd. 

234.51 16g·7° 4°4.21 

SARABHAI 

'41. Suhrid Geigy Ltd. 11·78 11.78 

SHRIRAM 

.42. Jay Engg. Works Ltd. 2.06 24·gB 27·04 

~ ' S~r  R"1m Piston & Rings Ltd. 11.00 11.00 

2.06 35'92 38.04-

SHRI1'A..NS PRASAD JMN 

'44' D aran ~ ara' Chemicals Works Ltd. 2O.6g ~.  

SOORAJMULL NAGARMUU 

.... 5. British India Corpn. Ltd. . .250•80 250.80 

46. Canpore Sugar Worb Ltd. • 54.61 6,..61 

-47. Eligin Mills Co. Ltd. 20·67 20.67 

336·08 336·08 

T.Y.S. IrENGAR 

..s. Brakes India Ltd. 2'40 8.86 II. as 
4-9. Sundaram Clayton Ltd. 20.28 9·65 29-93 

SO. Wheels India Ltd. 30.0 19·29 22.8g 

51. Singer Sewing Machine Co. Ltd. 

--
25·68 38'4° 6.t..08 
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3 4 5 

~

THIA.GARA;JA. 

52. East India Corpn. Ltd. 11.05 11.05· 

53. Saroja Mills Ltd. 11.64 11.64 

54. Rajendra Mills Ltd. 15·39 0.26 15·!'5· 

-------
15'39 22·95 38,34 

--------.----
TATA. 

55, Tata Engg. & Locomotive Co. Ltd. 

OIL INDIA 

56. Mis Castrol Ltd. 

UNITED BREWERIES 

57. Carow & Co. Ltd. . 16.15 

sa· Hoechcst Pharmaceuticals Ltd. 

16.15 

UNION CARBIDE 

59' Union Car 6 ide India Ltd. 49·6g 49'6g, 

V.S. DEMPO 

60. V.S. Dempo & Co. Ltd. 

GHIA 

61. MIs Indian Organie CheJnicals Ltd. 

MAHINDRA. & MAHINDRA. 

62. Mahindra & Mahindra Ltd. 

OTHER SINGLE LARGE UNDERTAKING HAVING ASSETS 
OVER RS. 20 CRORES OR MORE 

63. MIs Good-year India Ltd. 

64. MIs. Nirlon Synthetics Fibres and Chemicals 
Ltd. 

65' India Cement Ltd. 

66 •. Madras Rubber Factory Ltd. 

Note: This statement does not include information about three dolninant undertakings. 
regislered under section 2O(b) of the M.R.T.P. Act. 1969. 



APPENDIX U 

(V"uIe paragraph 8· 20) 

Working of manpoWlr requirement by applying SIU norms to the duposab of 1978-79. 

S.No. Type of case 

I. Companies (all Categories) 

2. Non-Company scrutiny cases Cat. I (business 
cases with income over Rs. 25,000 

3. Non-Company Scrutiny cases Cat.II &111 (busi-
ness cases with income between Rs. 7500 & 
25000) 

+ Non-Company scrutiny cases Cat. IV & V 
(other cases) 

5. Summary cases 

(i) Salary (estimated) 

(ii) Cat.III & above (estimated by applying 
proportion of scrutiny cases • 

(iii) Cat. IV&V estimated as above 

Total excluding Central Circles 

6. Other cases 

S.I.V. 
Norms per 
annum per 
I.T.O. 

Disposal 
during 
19"]8-79 

5780 5,00,000 

1255 9,9.4-0325 

No. of 
I.T.Os. 
required 
applying 
S.I.U. 
nonns 

660 

792 

333 

377 

Total for Circles other than Central Circles 3054 

Add actual development in Central Circles during 1978-79 • 183 

Total Ko. of ITOs. required for 1978-79 on the 'basis of S.I.V. norms 3237 

Le ~ actual deployment 2747 

Shortfall in manpower 

81 
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i
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w
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e
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ra
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c
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b
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p
er
 
ce
nt
 
f
or
 
ca
te
g
or
y 
II
 
(
o
ve
r 
Rs
. 
1
5,
0
0
0 
b
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p
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p
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w
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i
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 p
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9.
 
I
ns
pi
te
 
of
 

t
h
e 
fa
ct
 t
h
at
 t
h
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b
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b
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re
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e
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c
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h
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c
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b
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c
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 d
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c
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h
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h
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h
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h
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b
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h
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h
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h
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c
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h
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f
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c
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os
al

 

of
 i

nv
es

tig
at

io
n 

ca
se

s 
in

 C
en

tr
al

 a
nd

 S
pe

ci
al

 C
ir

cl
es

 a
s 

w
el

l 
as

 f
or

 

su
rt

ax
 c

as
es

 a
nd

 s
et

 a
si

de
 a

ss
es

sm
en

ts
 w

hi
ch

 p
os

e 
sp

ec
ia

l 
pr

ob
le

m
s.

 

Th
e 

ex
er

ci
se

 d
on

e 
by

 t
he

 M
in

is
tr

y 
to

 w
or

k 
ou

t 
th

e 
m

an
po

w
er

 

re
qu

ir
em

en
ts

 o
n 

th
e 

ba
si

s 
of

 S
.I.

U
. 

no
rm

s 
ap

pl
ie

d 
to

 t
he

 a
ct

ua
l 

di
g,

. 

po
sa

l 
in
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8-
79

 i
nd

ic
at

es
 t

ha
t 

as
 m

an
y 

as
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23
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w
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ld
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ha
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be
en
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d 
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 s
m
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m
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ha
d 
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 f
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w
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w
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. 
, 

ly
 o

nl
y 

27
47

 o
ff

ic
er

s 
w

er
e 

de
pl

oy
ed

 i
.e

. 
th

er
e 

w
as

 a
 s

ho
rt

fa
ll

 o
f 

49
0.

 

A
cc

or
di

ng
 t

o 
th
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M
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y,
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e 

of
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he
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t 

th
at

 
th

e 

pe
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 b
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n 
hi
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er
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s 
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Th
e 

C
om

m
itt
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e 

th
e 

co
nt

en
tio

n 
of

 t
he

 r
ep

re
se

nt
at

iv
e 

of
 t

he
 

M
in

is
tr

y 
th

at
 th

e 
no

rm
s 

la
id

 d
ow

n 
by

 th
e 

S.
I.U

. m
or

e 
th

an
 1

0 
ye

ar
s 

ba
ck

 h
av

e 
no

w
 b

ec
om

e 
ou

td
at

ed
 a

nd
 t

he
 l

aw
 h

av
in

g 
be

co
m

e 
m

or
e 

co
m

pl
ex

, i
t 

w
ou

ld
 n

ot
 b

e 
fa

ir
 t

o 
ex

pe
ct

 t
he

 s
am

e 
di

sp
os

al
 f

ro
m

 t
he

 
IT

O
s. 

T
he

 C
om

m
itt

ee
 

ne
ve

rt
he

le
ss

 c
on

si
de

r 
th

at
 m

ea
su

re
s 

su
ch

 
as

 th
e 

gr
ad

ua
l 

ex
te

ns
io

n 
of

 
th

e 
su

m
m

ar
y 

as
se

ss
m

en
t 

sc
he

m
e 

to
 

co
ve

r 
ca

se
s 

up
to

 R
s. 

on
e 

la
kh

, 
cr

ea
tio

n 
of

 p
os

ts
 o

f 
lA

C
s 

(A
ss

eS
&-

m
en

t)
 e

tc
. 

sh
ou

ld
 h

av
e 

en
ab

le
d 

th
e 

D
ep

ar
tm

en
t 

at
 l

ea
st

 t
o 

su
st

ai
n 

th
e 

pr
ev

io
us

 y
ea

rs
' 

pe
rf

or
m

an
ce

. 
'rh

e 
he

av
y 

sh
or

tf
al

l 
of

 7
 

la
kh

 
as

se
ss

m
en

ts
 d

ur
in

g 
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78
-7

9 
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 c
om

pa
re

d 
to
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91

'1-
78

, 
de

sp
ite

 a
n 

in
-

cr
ea

se
 o

f 
17

2 
in

 th
e 

st
re

ng
th

 o
f 

!T
O

s 
ac

tu
al

ly
 e

ng
ag

ed
 i

n 
as

se
ss

m
en

t 
fu

nc
tio

n,
 a

nd
 c

re
at

io
n 

of
 6

3 
po

st
s 

of
 I

C
A

s 
(A

ss
es

sm
en

t) 
w

ou
ld

, 
th

er
ef

or
e,

 i
nd

ic
at

e 
th

at
 t

he
re

 h
as

 b
ee

n 
a 

m
ar

ke
d 

de
te

ri
or

at
io

n 
in

 
th

e 
ef

fiC
ie

nc
y 

of
 t

he
 D

ep
ar

tm
en

t. 
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 is

 e
ss

en
tia

l 
th

at
 a

 f
re

sh
 w

or
ks

 a
nd

 m
et

ho
ds

 s
tu

dy
 b

e 
m

ad
e 

to
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ce
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n 
th

e 
m

an
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w
er

 n
ec

es
sa
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 to

 e
ff
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ly

 a
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in
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te
r 

th
e 
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ct
 

ta
x 

la
w

s.
 T
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 c

om
pl

ai
nt

 o
f 

th
e 

D
ep

ar
tm

en
t 

th
at

 i
t 

is
 u

nd
er

-s
ta

ff
ed

 
ne

ed
s 

to
 b

e 
pr

op
er

ly
 e

va
lu

at
ed

. I
f 

th
e 

gr
ie

va
nc

e 
is

 fo
un

d 
to

 b
e 

ju
st

i-
fie

d 
on

 t
he

 b
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 o

f 
th

e 
st

ud
y,
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ov

er
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en
t 

sh
ou
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 p

ro
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de
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de
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at
e 

nu
m
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r 
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ta
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O
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, 
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tin
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A

ss
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 C
om

m
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 C
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d 
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t
h
at
 t
h
e 
D
e
p
ar
t
m
e
nt
 
is
 e
x
pe
ct
e
d 
t
o 
c
ol
le
ct
 
re
ve
n
ue
, 
wi
t
h 
s
pe
e
d 
a
n
d 

ef
fi
ci
e
nc
y 
w
hi
c
h 
ar
e 
i
n
di
s
pe
ns
a
bl
e 
pr
e-
re
q
ui
si
te
 
f
or
 
ma
xi
mi
si
n
g 
re
-

ve
n
ue
 
c
ol
le
ct
i
o
ns
. 
T
h
e 
G
o
ve
r
n
me
nt
 
m
us
t 
n
ot
, 
t
he
re
f
or
e,
 l
a
b
o
ur
 u
n
d
er
 

a 
fa
ls
e 
se
ns
e 
of
 
ec
o
n
o
m
y 
i
n 
n
ot
 
pr
o
vi
di
n
g 
a
de
q
ua
te
 
m
a
n
p
o
w
er
 
if
 i
t 

is
 n
ee
de
d 
t
o 
o
pt
i
mi
se
 
s
pe
e
d 
a
n
d 
ef
fi
ci
e
nc
y.
 

T
he
 
i
nc
e
nt
i
ve
 s
c
he
me
 
de
si
g
ne
d 
t
o 
e
nc
o
ur
a
ge
 
t
h
e 
I
T
Os
 t
o 
gi
ve
 
of
 

t
he
ir
 b
es
t 
d
oe
s 
n
ot
 
a
p
pe
ar
 
t
o 
ha
ve
 
e
nt
h
us
e
d 
t
h
e 
De
pa
rt
me
nt
. 
Ac
c
or
d-

i
n
g 
t
o 
t
he
 M
i
ni
st
r
y,
 
t
he
 r
ea
s
o
n 
pe
r
ha
ps
 
is
 
t
h
at
 t
h
e 
I
T
Os
 
ar
e 
af
r
ai
d 

t
h
at
 m
is
ta
ke
 
mi
g
ht
 
b
e 
de
te
ct
e
d 
d
ur
i
n
g 
i
ns
pe
ct
i
o
n 
b
y 
l
A
C 
or
 
d
ur
i
n
g 

sc
r
ut
i
n
y 
b
y 
I
nt
er
n
al
 
A
u
di
t.
 
Si
nc
e 
t
h
e 
re
as
o
n 
f
or
 
i
nt
r
o
d
uc
ti
o
n 
of
 

t
he
 s
c
he
me
 
is
 
pr
ec
is
el
y 
t
o 
e
nc
o
ur
a
ge
 
q
ua
li
t
y 
w
or
k,
 
it
 i
s 
di
ff
ic
ul
t 
t
o 

se
e 
w
h
at
 
ot
h
er
 
cr
it
er
ia
 
c
o
ul
d 
b
e 
i
nt
r
o
d
uc
e
d 
a
n
d 
i
n
de
e
d 
h
o
w 
a 
r
e
al
l
y 

c
o
m
pe
te
nt
 
a
n
d 
c
o
ns
ci
e
nt
i
o
us
 
of
fi
ce
r 
c
o
ul
d 
fe
el
 
di
sc
o
ur
a
ge
d 
or
 
he
si
-

t
a
nt
 t
;)
 m
e
et
 
t
h
e 
re
qu
il
l'
ed
 s
ti
p
ul
at
i
o
ns
. 
I
n 
a
n
y 
ca
se
, 
t
h
er
e 
is
 n
e
e
d 
f
or
 

re
vi
e
wi
n
g 
t
he
 w
h
ol
e 
ma
tt
er
. 

O
ne
 
of
 
t
he
 f
ac
t
or
s 
c
o
nt
ri
b
ut
i
n
g 
i
n 
s
o
me
 m
ea
s
ur
e 
t
o 
t
h
e 
d
el
a
y 
i
n 

fi
na
li
si
n
g 
t
h
e 
as
se
ss
me
nt
s 
is
 
u
n
d
o
u
bt
e
dl
y 
t
h
e 
c
u
m
be
rs
o
me
ne
ss
 
of
 

va
ri
o
us
 
t
a
x 
la
ws
. 
As
 
a 
c
o
nt
i
n
u
o
us
l
y 
de
ve
l
o
pi
n
g 
t
a
x 
la
w,
 t
h
e 
I
nc
o
me
 

ta
x 
Ac
t 
ha
s 
be
e
n 
re
pe
at
e
dl
y 
a
me
n
de
d 
d
ur
i
n
g 
t
h
e 
l
as
t 
t
w
o 
de
ca
de
s 

wi
t
h 
a 
vi
e
w 
t
o 
pl
u
g
gi
n
g 
t
h
e 
va
ri
o
us
 
l
o
o
p
h
ol
es
 l
ea
di
n
g 
to
: 
e
a

~
 
of
 

ta
xe
s,
 t
o 
c
o
m
ba
ti
.
n
g 
t
h
e 
e
vi
l 
of
 
bl
ac
k 
m
o
ne
y 
a
n
d 
of
te
n 
t
o 
e
xt
e
n
di
n
g 

t
he
 
ar
ea
s 
of
 
c
o
nc
es
si
o
ns
 
i
nt
e
n
d
e
d 
f
or
 
pl
a
n
n
e
d 
de
ve
l
o
p
me
nt
· 
of
 
t
h
e 

ec
o
n
o
m
y 
wi
t
h 
t
he
 r
es
ul
t 
t
h
at
 i
t 
is
 e
xi
le
d 
fr
o
m 
si
m
gl
ic
it
y 
a
n
d 
. 
co
-

1
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n
g 
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o
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o
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t
h
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c
o
u
n-

tr
y,
 
b
u
d
g
et
ar
y 
re
q
ui
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me
nt
s,
 
i
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e
nt
i
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s 
f
or
 
i
n
v
es
t
m
e
nt
 
of
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.t
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ar
e 
t
a
k
e
n 
i
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o 
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c
o
u
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t 
t
h
e 
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me
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f 
f
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m
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i
o
n 
of
 
B
u
d
g
et
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o
p
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al
s.
 

As
 
f
ar
 
ba
c
k 
as
 
i
n 
19
67
-6
8, 
t
he
 
P
u
bl
ic
 
Ac
c
o
u
nt
s 
C
o
m
mi
tt
ee
 
ha
d,
 
i
n 

t
h
ei
r 
1
7t
h 
Re
p
or
t 
(
4t
h 
L
o
k 
Sa
b
ha
) 
e
x
pr
es
se
d 
t
he
 v
ie
w 
t
h
at
 t
h
e 
pr
es
e
nt
 

s
ys
te
m 
of
 
le
v
y 
of
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xe
s 
wa
s 
'
o
ne
r
o
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n
d 
c
o
m
pl
ic
at
e
d'
 
a
n
d 
t
h
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t
he
 c
ol
le
ct
i
o
n 
of
 
ta
xe
s 
h
a
d 
n
ot
 
b
e
e
n 
ef
fi
ci
e
nt
. 

I
n 
19
77
, 
G
o
ve
r
n
me
nt
 
s
et
 
u
p 
a 
C
o
m
mi
.t
te
e 
of
 
e
x
pe
rt
s,
 
k
n
o
w
n 
as
 

Di
re
ct
 
T
a
x 
La
ws
 
C
o
m
mi
tt
ee
 
(
C
h
o
ks
hi
 
C
o
m
mi
tt
ee
) 
t
o 
re
c
o
m
me
n
d 

me
as
ur
es
 
t
o 
si
m
pl
if
y 
a
n
d 
ra
ti
o
na
li
se
 t
he
 d
ir
ec
t 
t
a
x 
l
a
ws
 w
it
h 
a 
vi
e
w 

t
o 
ma
ki
n
g 
t
he
m 
re
a
di
l
y 
'c
o
m
pr
e
he
ns
i
bl
e 
t
o 
t
a
x 
pa
ye
rs
, 
re
d
uc
i
n
g 

li
ti
ga
ti
o
n 
a
n
d 
t
h
us
 s
u
bs
 e
r
vi
n
g 
t
h
e 
i
nt
er
es
ts
 o
f 
t
h
e 
na
ti
o
na
l 
ec
o
n
o
m
y.
 

T
h
e 
fi
na
l 
Re
p
or
t 
of
 
t
h
e 
C
h
o
ks
hi
 
C
o
m
mi
tt
ee
 
wa
s 
s
u
b
mi
tt
e
d 
t
o 
G
o
ve
r
n-

m
e
nt
 
i
n 
Se
pt
e
m
be
r,
 
19
78
. 
T
h
e 
C
o
m
mi
tt
ee
 
ha
ve
 
be
e
n 
i
nf
or
me
d 
t
h
at
 

t
he
 r
ec
o
m
me
n
da
ti
o
ns
 o
f 
t
he
 C
h
o
ks
hi
 
C
o
m
mi
tt
ee
 
ar
e 
u
n
e
~
 
e
xa
mi
na
-

ti
o
n 
al
o
n
g
wi
t
h 
s
uc
h 
of
 
t
h
e 
re
c
o
m
me
n
da
ti
o
ns
 o
f 
t
h
e 
Wa
nc
h
o
o 
Co
m..
. 

mi
tt
ee
, 
w
hi
c
h 
ha
d 
n
ot
 
b
e
e
n 
ac
te
d 
u
p
o
n 
as
 
ye
t.
 
Ke
e
pi
n
g 
i
n 
vi
e
w 
t
h
e 

o
ve
r-
ri
di
n
g 
n
e
e
d 
f
or
 
si
m
pl
if
ic
at
i
o
n.
 
G
o
ve
r
n
me
nt
 
pr
o
p
os
e 
t
o 
br
i
n
g 

f
or
wa
r
d 
a 
c
o
m
pr
e
he
ns
i
ve
 
bi
ll
 
o
n 
di
re
ct
 
ta
xe
s. 

T
h
e 
C
o
m
mi
tt
ee
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ve
 
o
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er
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d 
t
h
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 n
u
me
r
o
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a
m
e
n
d
m
e
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a
d
e 
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o 
t
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 d
ir
ec
t 
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la
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e
d 
o
n 
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c
o
u
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 o
f 
f
a
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t
y 
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n
g.
 

C
o
nt
i
n
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o
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s
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of
 
a
me
n
d
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s 
m
a
k
e 
t
h
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l
a
w 
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o
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e
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e 
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h
e 
j
o
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t
h
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n
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 v
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u
g
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.
n
g 
t
h
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l
o
o
p
h
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o
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u
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o
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co
m

pl
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 o
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 im
pl
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it 

in
 f

re
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en
t t

he
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m
en

dm
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ts
. T

he
 C

om
-' 

m
itt

ee
, 

th
er

ef
or

e,
 r

ec
om

m
en

d 
th

at
 w

hi
le

 t
he

 
pr

op
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 c
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pr

eh
en

-
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 e
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m
en

t i
6 

pr
ep
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ed

, s
o 
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 to

 s
im

pl
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y 
th

e 
di

re
ct

 ta
x 

la
w

s 
bo

th
 

w
it

h 
re

fe
re

nc
e 

to
 p

ro
ce

du
ra

l 
an

d 
su

bs
ta

nt
iv

e 
la

w
s,

 p
ar

tic
ul

ar
 a

tt
en

-
tio

n 
is

 p
ai

d 
to

 c
ar

ef
ul

ly
 d

ra
ft

 t
he

 s
am

e.
 

It
 w

ou
ld

 o
bv
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te

 t
he

 n
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-
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 o
f 
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en
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en

ts
 y
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r 
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r 
ye
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. 

C
ar

e 
sh
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 a
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be

 ta
ke

n 
th
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th
e 

en
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m
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is

 m
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m
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e 

m
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l 
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