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purposes of consumption requires to be ensured. 
I, therefore, recommend introduction of an 
Expenditure Tax that would help check diver­
sion and application of existing wealth for pur­
poses of personal consumption. 

I mentioned earlier that a lowering of tax 
rates by itself does not ensure that the additional · 
sum left in. the hands of taxpayers is necessarily 
applied towards investment. However, tax 
exemption on consideration of the amount saved 
during the year would naturally help ensure 
savings. If the. tax rate itself is lowered, in­
fluence of tax exemption becomes correspon­
dingly weaker. Higher the rate of tax more 
potent can be the influence of tax exemption. 
I recognise the �~�e�e�d� for reducing tax burden . 
both with a view to discouraging tax evasion ' 
and stimulating savings. However, looking with 
the approach stated above; r consider that these 
objectives can be effectively secured not by 
lowering the formal rates of tax at all levels of 
income, but by keeping the rates of tax, except-

�~� ing the maximum marginal rate, high as they 
now are and by giving tax relief in recogrtition 
of the act of saving. · 

/ 

the value of this tax concession depends not 
so much on the amount· saved or the income 
from investments but on the size of the tax­
payer's income in the relevant assessment year. 

1'3. Where an individual has made investment 
in risk bearing activities �a�n�~� receives no im­
mediate income from investments he would be 
induced to withdraw his investment from risk­
ful ·ventures ·and divert .the same to the rela­
tively safe investment yielding secured income. 
In all such cases what this type of concession 
achieves, if any thing, is merely diverting of the 
existing savings into the qualifying modes of 

·investment. -

14. Consider also the cases where investment 
income already exceeds Rs. 3,000. This will be 
true in the case of individuals of a relatively 
higher income and wealth group. It is recog­
nised that savings potential of· individuals in 
this group is naturally the largest. This tax con­
cession provides them with no incentive for 
further saving and investment. 

I 

10. I have discussed above how a lowering of 
tax rates per se is not a satisfactory device for 
securing the twin objectives of discouraging tax 
evasion and stimulating savings. I _!YgUld... now_ 
turn to the three suggested tax concessions and 
�~�o�n�~�J�a�r�t�l�i�"�f�y� �~�e�-�-�@�e�_�y�~�n�t� and aaequate -
�~�~�!�:� e11couragmg savmgs and investment. 

15. It needs also to be recognised that 1111.vings 
are made out of income of all kinds. I am not 
impressed by the argument that savings are best 
promoted by encouraging a particular kind of 
investment. At present, self-employed persons 
arld individuals carrying on business· as a pro-
prietor or partner and having investment in 1 

one's own business where by and large resources 
are put to use efficiently under one's own super­
vision are denied this exemption. 

-.. �-�~�-�-�-�-�·�·�·� - -·----·-·· ..... ________ __.,--.,...____..__ 
�~�I�.� Take the case of deduction upto Rs. 3,000 

of income from specified investments such as 
bank deposits, shares, units of the Unit Trust, 
etc. Where the tax rates · are progressive, this 
type of income deduction virtually raises the 
basic exemption of Rs. 5,000 available to •all 
tax-payers to Rs. 8,000 not to all who would 
have earned an additional income of Rs. 3,000 
from hard work, but to a few who are fortu­
nate en'ough to be left with a legacy, or are in 
possession of such investments fetching an 
mcome upto Rs. 3,000. MQreover, such income 
deduction bestows disproportionately and widely 
varying benefit in tax. This tax-free investment 
income of Rs. 3,000 is equivalent to pre-tax- in­
come of Rs. 3,370 where the income exceeds 
Rs. 5,000 �~�q�u�i�v�a�l�e�n�t�,� to pre-tax income of 
Rs. 7,058 where the level of income exceeds 
Rs. 30,000 or equivalent to Rs. 1,33,300 where 
income exceeds Rs. 2 lakhs. 

Jl6. I have no doubt in my mind that a 
method giving tax concession by reference to 
the amount saved during an year is superior to 
the method of �e�x�~�m�p�t�i�n�g� investment income or 
any other· kind of income·. When concession is 
given to the· investment income, the recurring 
decision, whether to save or not to save out of 
current income is not affected. The problem be­
fore us is to see that the small number of for­
tunate �p�e�o�p�l�~� in possession of investment and 
wealth and enjoying higher level of income de­
vote as great a portion of their income as is 
possible to the savings pool of the community. 
Savings are so crucial to economic development 
that in an environment where there is every 
kind of allurement to- spend and where on 
numerous occasions one is obliged to spend 
through social needs and pressure any purpose­
ful incentive built in the tax structure. with the 
object of enlarging savings should be linked 
and granted on the basis of savings encouraged 

12. This tax· incentive pays no regard to the ·and materialised by such an incentive. Unless 
struggle and sacrifice involved in effecting tax concession is offered only on the basis of 
saving. If an individual having an annual in· ·savings currently made and not on the basis of 
come of Rs. 15,000 is in receipt of such invest-. past. savings, the savings pool �w�~�l�l� not appre-
ment income and his income next year goes i.tp ciably improve. It is the act of savmg that. needs 
to, say, Rs. 16,000 or 18,000 and even if he Mo be distinguished and encouraged. In VIew of 
spends away this extra income of Rs. 1,000 or �~� all the above considerations, I recommend. th_at 
Rs. 3,000, he will get a larger tax benefit in the dedu'ction upto Rs. 3,000 in �r�e�s�p�~�c�t� of zn. 
'respect of 'his'income from investments bec;ruse .come from specified investments be wzthdrawn, 
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·17. I' would now like to consider whether the 
two other concessions, viz. continuation of the 
existing relief in regard to savings made by 
way of life insurance premium, contribution for 
securing deferred annuity, contribution to super­
annuation fund and prescribed provident funds 
and the additional exemption now suggested in 
respect of contribution to a new fund called 
"National Development Fund" are sufficiently 
adequate and efficacious enough to encourage 
savings to the maximum possible extent. I 
would like to comment particularly on suit­
ability of these forms of savings qualifying for 
tax relief, and on prescribing separate and inde­
pendent ceilings of 30 per cent of gross -total 
income or Rs. 20,000, whichever is less, in res­
pect of life insurance premium, contributions 
to provident fund etc. and 10 per cent. of the 
gross total income or Rs. 20,000, whichever is 
lower, for contributions to National -Develop­
ment Fund. Thirdly, I would like to deal with 
the manner or method of giving this tax relief. -

18. It is obvious that life insuranq: premium, 
payment for securing deferred annuity or con­
tributions to superannuation fund and provi­
dent fund are forms of saving suitable for meet­
ing requirements for old age provision, marriage 
or other event occurring near the end of one's 
career. Life insurance premium and Rrovident 
fund contribution do not provide attd:ction to 
individuals of old age.· The.se forms of saving 
are not particularly suitable also for wealthy 
individuals who have wealth to fall back upon. 
Individuals in business or industry may con­
sider investment in their own business or in-

• dustry as a far more effective insurance against 
contingencies in business as also for meetine-
family obligations. ' 

19. The existing exemption broadly caters 
to the needs of individuals in employment. 
Recently the exemption has been made appli­
cable to contributions under a new scheme of 
Public Provident Fund. The scheme of Public 
Provident Fund does in some measure recognise 
the difficulties of self employed persons and pro­
vides sufficient flexibility in regard to frequency 
and time for payment of contribution and also 
to the amount or size of contribution. But the 
balance in Public Provident Fund is withdraw­
able after 15 years. Although provision for ob­
taining loan and for partial withdrawal is made 
in the -scheme, it seems to me that the nature 
and purposes for which savins- 'are required by 
s~lf-emptoyed persons are not adequately appre-
Ciated. · 

J 20. The system of progressive income taxation r 
is primarily based on the concept of capacity 
to pay. The capacity to pay is normally under­
stood to represent the surplus amount remain­
ing out of income after the normal household 
and family expenses are met. Not all family 
expenses occur regularly momh after m<mth or 

recur every year in more or less uniform ~urns. 
Expenditure on medical care and hospitalisation, 
expend)ture for higher education of _children, 
old age provision, marriage expenses etc. are in 
substance household family expenses of an 
obligatory nature. Although these are household 
family 'expenses they do not occur unifonnly 
every year and are of the nature of deferred 
family expenditure. It is necessary that the base 
of taxable income under a system of progressive 
taxation recognises this element and a provision 
of savings calculated to meet such expenditure 
in future is deducted in determining taxable 
income. A form of saving suitable to meet re­
quirements of such deferred family expenditure 
is available in the shape of contribution to 
various Provident Fund Schemes including the 
Public Provident Fund. That the collection in 
Public Provident Fund is not so encouraging 
suggests that what is lacking is adequate and 

·.proper ,publicity and effort to sell this scheme. 

21. I wish to stress here that in common with 
the tax payers earning income from employ­
ment, the self employed persons also need to 
make provision for meeting deferred family ex­
penditure. But, in addition, the persons in 
business and industry need and require extra 
savings for purposes peculiar to them. No worth­
while business or industry can be carried on 
without a certain amount of investment in raw 
materials, trading stock and credit to customers. 
When prices of commodities rise, although the 
turnover in terms of physical quantities such 
as tonnes or litrea may rC!Dlain the same, in 
terms of money value investment in raw mate­
rials, trading stock and credit to customers in­
creases. This investment by way of increase in 
the working capital is unavoidable. This invest­
ment can· be made either from out of savings . 
left and in possession of the owner of business 
or industry, or the required funds have to be 1 

provided by the rest of the society in the shape 
of loans or credit. There is no third source 
for financing this increase in working capital. 
When owing to high rates of tax saving cannot 
be ostensibly made for financing working capi­
tal, inventory of materials and stock tends to be 
partially Sl!ppressed or undervalued. 

22. In a complex modern society our nume­
rous kinds of wants are satisfied through the 
working of men engaged in diverse field and 
activities. When the society thus runs on the 
b~sis of extensive application ol. the principle 
of division of labour; so long as private sector 
in business· and industry exists or is allowed to 
exist, some persons have to engage themselves in 
the conduct of business and industry. To. all 
such persons, an increase in business investment 
becomes inescapable for carrying on their busi­
ness. During the years 1965 to 1970, the Index 
of Monthly Average Wholesale Prices has risen 
by 50 per cent. in the case of Industrial Raw Ma­
terials, by 40 per cent, in the case of Manufac• 



218 

tured Intermediates, by 40 per cent in Agricul­
tural Commodities, and by 30 per cent in 
manufactured finished goods. Other things re­
maining the same, such price increase of 5 per 
cent. to 10 per cent. every year means conse­
quential increase in requiremeNts of working 
capital. A rise in price is not the only factor 

· inducing increase in working capital. When 
business incurs a loss, in order to make good 
the loss and restore the working capital addi­
tional funds are called for. An employer in busi­
ness and industry is expected to recognise that 
family responsibilities of his employees increase 

. with every passing year and grant progressive 
rise. in pay over the service life of an employee. 
Normally an employer can cover this increase 
in pay bi~l if his sales or the margin corres­
pondingly improves. But increase in turnover 
brings in its train increase in the level of stocks 
and book debts, or. in other words, in working 
capital. I consider this need of savings for re­
quirements of. working capital as unique for 
persons engaged in trade and industry. This 
need for working capital is an extra need for 
persons in business and industry. And it has to 
be distinguished from the heed of ·savings for 
deferred famil~ expenditure, common to tax 
payers not engaged in business as also to those . 
who are so engaged. In my opinion it is neces­
sary to consider what form of saving would be 
si.1itable to meet the requirements of increase 
in working capital. 

23. .IR the previous paragraphs I have briefly 
analysed the diversified nature of motivation . 
that induces or obliges a person to save some­
thing out of his current income. I also discussed 
how. the existinJ1; forms of saving such as life 
insurance, provident fund,· etc. have a limited 
appeal to a narrow -group of taxpayers. For a . 
large number of taxpayers, particularly those 
engaged· in business- and industry, increasing 
financial requitements of business provides· the 
main impulse for effecting saving. Opportunities 
to suppress income and therefore tendency to 
evade income and ltax are more pronounced 
amongst taxpayers f~om this cl~ss. It is. fr<?m 
this aspect that I w1sh to consider the Sigmfi­
cance of a scheme such as National Develop­
ment Fund referred to in para 5.64 of the 
Report. 

24. Si~ificant features of the proposed 
National Development Fund are the follow­
ing:-

(i) A portion of the contribution would 
be allowed as deduction in computing 
total income in the same manner as a 
deduction is allowed in respect of con­
tribution to rrovident fund etc. 

(ii) Contribution to the Fund will be 
blocked for a period of seven years, 
j.~. th~ a1npunt Q~ contriblltion made 

at any time could be withdrawn only 
after expiry of seven years. 

(iii) Repayment or withdrawal of contribu­
. tion after seven years will not be liable 
to tax. 

(iv) Balance in the Fund will carry interest 
at not less than 4t per cent per arinum. 
The interest will be liable to tax. 

(v) Inve~tment in the Fund may be 
exempted from Wealth Tax. 

(vi) Nationalised banks should allow within 
the credit control policy of Reserve 
Bank of India. credit facilities to tax­
payers against collateral security of 
their investment in the Fund. 

25 .. I consider the VI feature viz. asking 
nationalised banks or banks working under con­
trol of Government to allow credit facilities 
against collateral security of investment in the 
Fund as the principal distinguishing feature of 
the scheme. This would, give taxpayers suffi­
cient flexibility in selection of investments. The 
taxpayers can avail of the credit facility for 
making investment in any form and in any field 
or activity of their choice. Before a suitable 
opportunity for investment arises a taxpayer 
can save out of his income and get the. benefit 

· of tax relief by making contribution to this 
Fund. · 

Blocking of iiwestment for a period of seven 
years at a low rate 'of interest is relevant. Ordi­
narily it would be difficult to give tax relief 
directly by reference to any type of investment 
of his choice made by a taxpayer. In order to • 
ascertain that' the investment made by a tax- ~ 
payer represents gen4.il}e savings of the year, 
Income-tax Officer will have to keep a continu­
ous watch and policing over the disposal of indi­
vidual investments and addition of new invest­
ments. This would be CUJIIbersome and un­
workable in practice. 

My colleagues have recommended that con­
tribution upto IO per cent of the gross. total 
income of the taxpayer or Rs. 20,000 which­
ever is less will only qualify for tax relief. I. 
have dealt with• earlier how the existing forms 
of savings such' as life insurance premium or 
contribution to provident fund do not ade­
quately serve the diverse purposes for }Vhich 
savings are found necessary by taxpayers. I also 
highlighted the unique need in case of busi. 
nessmen of additional resources for working 
capital. According to my colleagues there would 
remain a separate ceilin~ of 30 per c~nt of th_e 
gross total income or '!ls· ~0,000 whichever. IS 
lesser •in respec~ of savmgs m. the. form of hf.e 
insurance premmm and contnbut10n to provi­
dent fund, etc. and a separate ceiling of 10 
per cent of the gross total incom~ or _Rs. 20,000 
for savings in the shape of contnbut1on to the 
Fund, ~s I mentioned e11rlicr the existing forms 



of qualifying savings do not appeal to a certain 
class of taxpayers. I see no sufficient reason wthy I 
choice as to the form of savings should not b 
left to the taxpayer. I, therefore, recom.men 
that there need be no independent and separ e 
ceil_ings for different prescribed forms (of ~ 
.mvmgs. 

appropriate field. Just as wealth is diverted into 
gifts to Charitable Trusts so would the wealtk 
be diverted to new ventures and activities de­
serving encouragement through exemption of 
wealth tax. I recommend that the balance in the 
National Development Fund should not be ex­
empt from wealth tax. With these modifications 
and for reasons stated above I recommend that 
any amount paid out of the income liable to 
tax in any forms of prescribed savings aggre­
gating to not mo?]e t'han 40 per cent of the 
gross total income, should qualify -for tax re-

26. I may add that by giving an opportunity 
for persons in business to save and also invest 
perhaps in their own business, to the maximum 
extent possible, I am not suggesting any gene­
rous concession. Already; investment in ~blic 
Provident Fund carries the following ene-
fi~ J 

(i) 5 per cent tax free interest. ~ 
(ii) Exemption from . Wealth · Tax, in 

addition to the ·exemption upto Rs. 1.5 
lacs for specified investments. 

(iii) Over 60 per cent of the balance in 
Public Provident Fund can J::ie with­
drawn after five years. 25 per cent of 
the balance can be obtained as a loan 
in the third year on payment· of 'inte­
rest at 2 per cent per annum. 

· (iv) Balance in the Public Provident Fund 
cannot be attached. 

My colleagues have suggested that the bal­
ance in National Development Fund would 
carry interest at a rate of not less than 4! per 
cent per annum; and that this interest wul be 
liable to income-tax•. In my view, the 'National 
Development Fund account of a taxpayer is 
meant to serve as a convenient index for In­
come Tax Officer to know readily the amount 
of genuine saving and to avoid an exercise of 

. combersome calculations. This amount in the 
Fund is expected to be used by taxpayer for 
making a suitable investment of his choice by 
taking bank advance against collateral of the 
balance in the Fund. Virtually, amount lying 
in the Fund before obtaining any advance is 
like an amount temporarily lying in a savings 
bank account before a suitable opportunity for 
investment arises. The intention underlying the 
prescription of a low rate ~f i~terest is that it 
would ~nsure that the contnbuuon to the Fund 
is not made through diversion of existing in­
vestments. I would not, therefore, mind pres­
cribing a considerably lower rate of interest 
than 4! per cent per annum .on balance i.n the 
Fund and the banks char~n:tg a margmally 
higher rate on adyances made to the taxpayer. 

I a~ also not in f~vour of exempting from 
wealth-tax the balance to the credit of National 
Development Fund. In substance, balance in 
the Fund is supposed· to be av~ilable. fer, and 
represented by investments of his chmce made 
bv the .taxpa-yer. In my opinion when rat'es 
of wealth tax arc high, exemption fro~ :1\'ealth 
tax should- serve to influence composltlon of 
wealth an<i direct investment in suhable and 

lief. ' 

27. ~ would now tum to the manner and 
method of giving tax relief with a view to en­
couraging savings and investment. At present, 
in order to give tax relief a specified percent­
age of the amount saved by way of life insur­
ance premium, contribution to provident fund', 
etc. is deducted in computing the total income. 
The specified percentages are 100 ~r cent of 
the first Rs. 1,000 of the qualifying amount of 
saving, 50 per cent of the next Rs. 4,000, ·and 
40 per cent of the balance. As a certain amount 
is deducted in computing total income the tax 
relief is equivalent to the amount calculated 
at the highest marginal rate or rates applicable 
to the taxpayer's income. The amount of tax 
relief depends not so much on how large is 
the amount saved,. but on the size of taxpayer's 
income. If an individual having income upto 
Rs. 10,000 saves Rs. 1,000 he will get a tax re­
lief of Rs. llO. However if a similar amount 
of Rs. 1,000 .is saved by an individual having 
income over .Its. 2 lacs he would get tax relief 
of Rs. 977. Any metliod of giving tax exemp­
tion for a specified kind of income or specified 
savings shou1d be suitable as between tax­
payers belonging to ~ower income group, mid­
dle income group or upper income group. In 
paragraphs 11 to 16 I have dealt with the in­
equities arising from deduction of investment 
income upto Rs. 3,000. Similar inequities are 
inherent in the existing method of giving tax 
relief on the amount saved. 

/The system of progressive inc<»>!e-tax is based--:_' 
on the assumption that the capacity to pay. tax 
improves with every progressive rise in income. 
It is implicit in this assumption that discre­
tionary income or any income that can either' 
be spent or can as 1well be saved rises with the 
size of income. If an individual earning income 
of Rs. 10,000 saves Rs. 2,000 or Rs. 3,00~ in the 
existing living conditions it may be recognised 
that he has struggled to save this amount at 
the cost and sacrifice of other pressing wants. 
For a large majority of taxpayers, saving. is 
characterised and marked by suffering and 
struggle. For persons in higher income ranges 
saving of Rs. 2,000 or Rs. 3,000 involves no 
struggle. It is more or less incidental. To offer 
~ax benefit of so fflUch as 100 per cen~ or 50 
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per cent of the marginal rate of tax for an in­
·significant amount saved in relation to the la1ge 
size of income is far too generous'. On consi­
derations of equity as also to provide an effec­
tive spur and encouragement for enlargement of 
saving I consider that the amount of · 

/
sho.l!Jg __ increase ,.PE_?_gEe~Iv~~~lt le...si.r.e-of-
ariiount _ saYSiJ· _r suggest therefo~e that tax re­
lier-rtr'ou1d be. given on the basis of slab rates 
with the rates of relief increasing progressively 
with each successive slab of saving. 

28. What the rates of relief should be and. 
what should the slab or band of sa~ngs to 
which the respective rate should apply has to 
be determined on pr~gmatic considerations. I 
would only say that to start with, the relief 
should be reasonable and fair in comparison 
to the relief obtainable under the existing 
method of giving weighted 'deduction from in­
come. The Table below snows minimum and 
maximum amount of tax relief, depending on 
size of the income, obtainable under the pre­
sent system in respect of savings of different 
size. The amount of relief to which a tax 
payer would be entitled under the Tax Credit 
method based on slab rates suggested by me 
are shown in the last column:-

Size of Tu Roli~f 
Saving ·under tao &rioting 

method 

-"------. 
Minimllm 1\Inximum 

Rs. Rs. Rs. 

220 1,955 

Tar 
reliuf 
u11der 
TI>X 
Credit 
met.hod 

' 

R•· 
450 

ltate of 
Relief 

lief obtainable under the existing method and 
somewhat less than the max,imum relief obtain­
able at present. I have deliberately recommend­
ed a Tax Credit of 15 per cent applicabl·e to 
the first slab of saving upto Rs. 3,000. When 
the marginal rate of tax for income upto 
Rs. 10,000 is only II per cent, or. the average 

'rate of tax for income upto Rs. 20,000 is 13.75 
per cent Tax Credit at the rate of 15 per cent 
would ·provide, in my opinion, a superior in­
centive for low and medium income group of 
tax payers. fi ·consider that under the existing 

. pattern of our society and the prevailing con­
ditions, habit of saving should be inculcated 
right from inception of an individual's career. 

. Similarly, in case of higher levels of income I 
have provided for a Tax Credit of 60 per cent 
in order to encourage the maximum possible 
savings,' as substantial savin~ can be cxEected 
·only from higher income groups. . 

I would like to clarify that this 1'ax Credit 
scheme should apply, in my opinion, to all_ 
forms of savings recognised for tax relief and 
that the existing method of giving relief should 
be replaced by Tax Credit method. 

2~- It may apP.ear that under the Tax Credit 
method there will be no incentive for a person 
with high income to make a comparatively 
small amount of saving, for the Tax Cerdit 
will not be so attractive to him as the relief 
he obtains at present. In my opinion, saving 
which is more or less incidental should not 
qualify for substantial relief. The Tax C~edit 
method takes this factor into account and en­
sures that Tax Credit is stepped up only w)lcre 
size of saving is also stepped up. · 

Hi% • 1 . 
~lo V '· 30. I may add here that I have prescribed 
40% highest marginal ~~te of 60 per_ cent for Tax 

3,000 I 

6,000 900 3,824 1,200 

.9,000 2,116 4,497 2,400 
50% .Credit.. and' no cellmg of any discrete amount 
60% is placed on the qualifying amount of saving. 

12,000 .. 3,~35 6,1170 3,900 

60% I have c;lone this ·for two reasons. According to 
the re~tommendations made elsewhere by me, 

16,000 ·4,830 6,843 5,700 

20,000 6,1176 8,798 8,70•) 

Fqllowing is the rate& schedule for tax credit 
on savings adopted by me: , 

Slab of S;ivng 

Rs. R•. 

1 te 3,000 
3,081 te 1!1800 
6,0(11 to 9,000 
9,001 to 12,000 
·0\'er Rs. 12,00 ' 1 .. , 

Rate of Tax 
Relief 

. Rs. 

1.i% 
4i0 + 25% 

1,200 + 40% 
2,400 + 50% 
3,900 + 60% 

( 

Jt would be noticed from the Table that the 
relic:£ worked out under the Tax Credit me­
thod is $amewhat more tllan the minimum· re-

the .tax -base would be wider if family is adop~­
ed as a unit of assessment and long-term capi­
tal gains is charged to tax wit~out ant conces­
sion like any other assessable mcome. 

I should also point out that although lh:e . 
Tax ·Credit under the rates adopted by me IS 

slightly more than the minimum relief o~tain­
able at present, it is less. than the ma~Imum 
relief now obtainable. Savmgs of large siZe are 
made naturally by individuals w~o qualify ~or 
a tax relief approaching the maximum obt.am­
able. ·Besides, as the tax' base would . be WI~er 
with the ·.treatment of long-term capit~ gams 
as almost ordinary income and. of f~m1ly as a 
unit, it would be fair to prescnbe h1gher rates 
of Tax Credit. A separate. rates-schedul~. for 
Tax Credit will also prov•de an additiOnal 
lever to regulate savings. 



31. .High tax rates accompanied by Tax 
Credit based on the amount saved and invest­
ed in any suitable field of choice, and high 
wealth-tax rates with exemptions for investment 
in new venturesome activ1ties will create con­
ditions where saving and investment can be 
made ostensibly, without recourse to evasion of 
income and tax. Introduction of Expenditure 
Tax will ensure that past savings are not pri- -
marily used towards personal consumption. As 
a return of income will be accompanied, as re­
commended in the Report, by a statement of 
Net wealth and outgoings during the year, ad­
ministration of Expenditure Tax. should not be 

'difficult. Moreover, when investment could be 
made more or less ostensibly, use of unaccount­
able money will be relatively confined to meet­
ing high level of personal expenditure. The 
focus of tax admimstration will have to change 
under these conditions. Examination not so 
much of income, but of personal expenditure 
will call for increasing attention. 

32. A tax structure where even large income 
can be earned, but only for investment and not 
so much for personal consumption will provide, 
in my opinion, a suitable framework for in­
comes policy. 

(3) Long•Teim Capital Gains 

·we have recommended in the Report that re­
ceipts which are of a casual and non-recurring 
nature and are in excess of Rs. 1,000 in a year 
should be taxed like normal recurring income. 
In regard to the gains arising from transfer of 
long-term capital assets my colleagues are how­
ever of the opinion that such gains should not 
be treated on a par with other income. They 
consider that capital gains are particularly attri­
butable to inflationary conditiOns, and in any 
case represent income which has accrued over a 
period of time. 

2. I do not regard these grounds as suffici­
ent to justify a· lower rate of t_ax in respect of 
income from long-term capital gains. Inflation 
affects not only capital assets but salaries and 
business profits also. 

3: It is true that capital gains accrue over 
a period of time. If. because of this bunching 
of income in one year capital gains attract 
high progressive rates of tax, it is possible that 
investors may become reluctant to change their 
investment and this may discourage the flow 
of capital into new ventures. At the same time, 
it cannot be overlooked that capital gain_s en­
hances capacity to save as also to spend in the 
same way as ordinary regular income. In the 
scheme of taxation of personal income recom­
mended by me I have suggested that Tax Cre­
dit on a progressive basis be given to the 
assessee on savings made during the year. A 
suitable form of saving that would appeal to 
different types of investors has be~n sn~"ested. 

When the rates of Tax Credit range upto 60 
per cent I see· no adequate reason for distin­
guishing between long-term capital gain and re­
gular income. Moreover, where probably un­
disclosed in<;ome is utilised while acquiring a 

. carital asset any concessional treatment of capi- . 
La 'gains would not be proper. In view of the 
scheme of Tax Credit suggested by 'me ! re­
commend that long-term capital gains be tax­
ed like receipts of casual and non-recuri·ing 
nature. 

(4) Taxati~n of Registered Firms 

My colleagues have recommended discontinu­
ance of a separate tax not ~m all registered 
firms but only on the . firms rendering profes­
sional services. In my opiJlion the basic defect 
in talation of a Reg1stered Firm is the manner 
of calculating its tax base, and the undesirable 
consequences flowing from it. 

· 2. Recent Industrial Policy of Central Gov- . 
ernment gives an accent on providing opportu­
nity to new entrants and to small industries. It 
is desirable that the tax policy should be com­
patible with · the objectives of this Industrial 
Policy. I corisider that the 'existing pro.visions 
concerning, Taxation of Registered Firms are 
unfair towards new entrepreneurs. 

3. Setting up of any industrial venture re­
quires sizable financial resources. When there 
is scarcity of savings. and capital· it has to. be 
'provided preferably to those who can put it 
to good use. I suppose;:, new entrants into in­
dustry signify persons formerly in employment 
who have experience and are otherwise quali­
fi_cd. They are expected to give up the employ­
ment and set ·up an industry. When two or 
more persons join together as partners - and 
start an industry they are firstly exposed to this 
tax on Registered Firm. They find to_ their. dis­
may that although their individual income 
from ·the activity of the firm is less than the 
income they ·used to receive as salary and in­
terest on investment when in employment, they 
are required now as partners to pay an addi­
tional tax in the shape of tax on Registered . 
Firm. Jt is curious to find that a person in em­
ploy!Dent,. who receive.s his mon~hly salary re- ' 
gularly w1thout any kmd of · nsk· assoCiated 
with business, gets benefit of tax free income 
in the shape of Employer's contribution to 
provident fund, concession by· way of rent 
allowance or travelling expenses while on 
leave, gratuity upto Rs. 24,000, etc. If such per­
sons take initiative and set up business enter­
prise of their own, not only do they lose the 
tax-free benefits enjoyed by them before a~ em­
ployees, but they get themselves saddled with 
additional tax. on Registered Firm. 

4. All this happens because in computing 
taxa•le pr-oit Gf a Re~ristered Firm, salary or 



ariy remuneration paid to a partner and in­
terest on capital brought in by him is not con­
sidered as business expenditure. Partnership 
firm is afteraU a business organisation. In de­
tcnnining profits from any organised business 
or enterprise it would be rational to consider 
cost of--:ill inputs or factors of production, in­
Cluding personal exertion of partners or capi­
tal put in by them. A worker gets minimum 
wage and minimum bonus. A ,company man­
ager gets minimum remuneration. It is unfair 
and inequitable that reasonable remuneration 
paid to partners and interest on partner's capi­
tal is not deducted in computing income of 
a Registered Firm. Incidentally, I may add 
that such a deduction is made in ascertaining 
the available surplus for the purpose of pay­
ment of bonus to employees. Moreover,, pro­
visions of Section 40-A of the :r.T. Act take 
due care about any claim for deduction of un­
reasonable or excessive expenditure. 

5. In as much as union is strength, and or­
ganized activity improves productivity, any 
tax on profits of business activity should ap­
ply to the real surplus emerging from this ac­
tivity. I recommend, therefore, that in com­
puting total income of a Registered Firm rea­
sonable remuneration paid to partners and 
reasonable return on capital put in by them 
should be allowed as deduction. 

(5) Corporate Taxati.on 

support the policy and direction guiding 
the recommendations in our Report in the 
field of. corporate taxation. I agree l\•ith the 
proposed modification and abolition of exist­
ing tax or exemptions, and with the sugges- · 
tion of a new levy on capital employed by 
companies. I have differences with my col­
leagues only in matters of detail, · and that 
otherwise the overall burden on companies 
will, I consider, sharply increase. 

2. The broad features of the suggested pat­
tern for · corporate taxation is as follows: -

(i) A uniform tax-rate of 5~ per ce.nt 
will apply to all domesuc COillpames 
without any distinction based on na­
ture of control or activity, or. size of 
total ~ncomc:. 

(ii) Distributed Profits, i.e. dividend upto 
8 per cent of paid-up capital or 
Rs. 25,000, whichever IS less, ·will be 
deducted ih computing total income 
iq the case of small companies with 
a paid-up capital not exceeding Rs. 5 
lakhs. 

In the case of all other companies clistri­
buted profits upto 8 per cent of the 
paid-up cap~tal will be taxed at an 
effective rate of 30 p.c. 

(iii) Company's contribution upto 10 per 
cent of the tot;~l income to a ne"; Re­
construction and Stabilisation Reserve 
Fund will be allowed as a deduction 
in computing. total income. 

50 p.c. of the amount contributed can be 
' withdrawn by the company at any 

time for purposes of current repairs to 
building, plant or machinery and for 
research. The amount withdrawn for 
this purpose will be treated as income 
in the year of withdrawal. 

..,The remaining 50 p.c. will remain deposit­
ed for a period of five years. After 
five years, this amount can be with-

, drawn for development purposes only. 
The amount withdrawn will not be 
treated as income, but will be deduct­
ed from the cost of assets for purposes 
of depredation. 

Balance in the Fund will carry interest at 
6 per cent per annum. 

(iv) Sur-Tax on companies be abolished. 

(v) Companies be required to pay a tax at 
a flat rate of 1 p.c. on resources com­
mitted to them in the shape of 'owned' 
and 'borrowed' funds. 

New Industrial companies may be exempted 
from this tax for an initial period of 
five years. Small companies may either 
be exempted or a tax lower than I p.c. 
be prescribed for them. . 

(vi) Exemption to Priority Industries by 
way of deduction of 5 p.c. of the pro­
fits in computing total income be 
withdrawn. 

(vii) Allowance of Development Rebate be 
also discontinu·ed as already decided 
by Government. 

3. I look upon companies as engines or in­
struments for producing a large variety of goods 
and services considered necessary for a complex 
modern society. Our industrial production de­
pends mainly on the performance of organisa­
tion like companies. Company organisation · 
enables gathering of personal savings of nu.me­
rous individuals into a common pool. Savmgs 
of the many are put to work for productive 
purposes under the control and manageme~t of 
the few. Not all savers know how to use savmgs, 
and not all managements are efficient. In this 
situation, it is desirable to ensure that personal 
savings and also corporate savings are entrust­
ed to the care of efficient management. 

4. Efficiency· is promoted in an en':ironment 
of competition. Competition can subs1st where 
there are good number of industrial units with 



sufficient capacity to meet the emerging de~~nd. 
When capacity of existing units becomes made­
quate to meet demand additional capacity has 
to be created. This can be done by increas!ng 
the capacity of existing_ units or by pro.~ouon 
of a new firm. In installmg of new <;apacltles an 
existing industrial unit is always· in a ~uperior 
positioJ? than a ne"": cn~rant. The capital cost 
per umt of produc~wn m• t?e case of an . allo­
gether new industnal firm 1s generally h1gher 
than a composite capital cost per unit of pro­
duction based on the cost- of total block of old 
and new plant in the case of an existing indu~ 
trial· firm. Development rebate allowance 1s 
available to both, the new firm and the old 
firm. In the case of old firm developme;;nt re­
bate is largely set off against the pro~t _of the 
old unit, enabling the firm to declare dl:Vldends. 
In the case of a new firm development rebate 
postpones.lthe dividend payment, bec~use until 
depreciation and devel_opment reb!lt~ 1s absorb­
ed profits are not avallable fur d1v1dend. 

5. New companies can be promoted for c~ea­
tion of additional capacities or for ·'!nde_rtakm!:\' 
new ventures if ,they can attract cap1t-al 1n1 anu­
cination of a fair return. As dividend can be 
p~id only out of profit~ remaining a,ft'e~ pay­
ment of tax the corporatiOn tax becomes m: the 
long run an clement of cost, Thus when price 
of any product is fixed by a statutory aut!Jo­
rity like Tariff Commission, corporation tax is 
reckoned almost as an 'element of cost and 
tends to get passed on to the consumers. More­
over, high corporation tax enhant'es thf; cost of 
risk capital. When there is inhibition to pro­
mote new companies owing to high cost of risk 
capital, pattern of existing distribution of pro­
dur,tion. capacity in the country gets stabilised. 
In this process the existing industriaJ units ac­
quire a s'emi-monopolistic character. 

6. Where a new company is formed to set 
up an indigenous production! for the first time, 
high corporation tax coupled with develop­
ment rebate obliges a company to set an ex­
cessive price for the monopoly product. Th'en 
only is the company abl~ ,to declare dividend 
after a reasonable time from the commence­
ment of its production. Tax holiday for tire 
five initial years enjoyable by new undertak­
ings mitigates this difficulty to some extent. I 
view, therefore, with favour the tax holiday 
concession for n'ew industrial un.its and the re­
cent Government decision to withdraw the 
allowance of development rebate. 

7. Another factor. which acts, I consider as · 
a block_ in. t!Je ~a~h of new entrepreneur~ is 
the pol!cy favounng plough back of company 
prohts. In a protec\ed and favourable market 
conditions substantial profits· are •made by a 
good many companies. Not in all cases are 

these profits a result of. manag~riai 'efficiency 
and ability. More often, fat p~·ofits are due to 
facility of imported raw matena_ls ancl. shortage 
of production. Owing both to high 1;at~~ ef t<Jx 
on personal income and to the _laci_hty of. 
ploughing ba~k p~ofits, a compa!1~ 1s discourag­
ed from distnbutmg larger qlVHiend. A_s :'­
substantial portion of prdlits remains undistn­
buted and bottled up with the company, these 
savings are not available for use· to other ·en­
trepreneurs. 

8. Small dividends and large bonus issues 
ofiering opportunities of c;1pital. gair~ are !'o 
doubt attractive to taxpayers havmg s1zable m­
come. But this is certainly not a situation con­
ducive to familiarising and attracting a vast 
mass of small investors in our country to build 
up a direct link of ownership in corpor~te en­
terprises. It is this policy cal~u~ated to d•lscour­
age distribution of large d1v1dends that has 
cbm'c in the way of enlargement of the number 
of shareholders. Instead. of bringing the public 
closer and making it understand and appreci­
ate the economics . of modern. enterprise, this 
policy has succced'ed in keeping the _large· m~ss 
of small investors away from the mterest m 
corporate enterprise. This has undesirable so­
cial and conomic consequences. Usless the ignor-· 
an:ce, indiff·erence and apathy of small investors 
towards parti,cipation iq risk ca~ita~ of comp­
anies is removed, company as a sigmficant tool 
for conduct of organised enterprise will be 
available only to a narrow class. D~v~lol?n!ent 
of new broad-based 'entr'ep1'eneursh1p w1ll be 
thwarted in the process. 

9. ·when company management is encourag­
ed to plough back substantial portion of profits, 

, management can afiord to remain immune and 
indifferent to the oressure of outside share­
holders. Generally, 'urge and anxiety to· im­
prove efficiency languishes, for management is 
not exposed to reliance on outside support for 
risk capital. In view. of all these considerations, 
I am of the opinion that a sharp shift favour­
ing distribution of· large dividends, and also 
the lowering of cost of risk capital _i~ necessary 
to develop a healthy and competitive corpo­
rate enrerprise. 

I 0. In the case of companies where good en- · 
couraging profi,ts are more a result of enterprise 
and managerial effici'ency an additional tax like 
Sur-Tax on company profits l!Cts as. a damper 
and penalty for successful and efficient use @f 
funds. Thrift anrl discipline in curbing avoid­
able expenditure involves a continuous watch . 
and• pressure, and an 'exercisa of. hard unpala­
table decisions. When a major share of profits 
is taken away in1 tax, management's resistance 
to avoidabh~ expenditure weakens. The relative­
ly high level of salaries and perquisites of 



company executives and expenditure on buil_d­
ing up public image and on the so called sooal 
awareness are the outcome of ani indirect shar­
ing of a major burden of this expense by Gov• 
crnment in the shape of high taxes. 

II. Not only are th·e .costs thus pushed and 
bolstcred up in times of prosperity• and good 

. profits, but liquidity' of the company is als? 
impaired by high corporation tax. P~ofit. IS 

measured and calculated by reference to mcome 
and incurrence of expenditure during an year:. 
But not all business expenses are regular and of 
a recurring nature. Expenditure on. major re­
pairs and renewals, gratuity to employees, los_s 
through an occasional strike, 'etc. do not take 
place regularly, Similarly, sustained efforts in ex­
periment and research on development and im­
provement of products or process·es can be 
undertaken and continued only when company:s 
liquidity is sound. If, during good years, .liqui­
dity is impaired and not strengthend a company 
is unable to shoulder the burdeiiJ of non-recurr­
ing expenses in times of bad or not so good 
years. The problem of sick textil~ mills,, where 
repairs and renewals have remamed unattend­
ed, is in my opinion partly due to this situation. 
It is desirable therefore to ensure that•large pro­
fits arising from conditions of sheltered market 
or from better performance do neither lead .to 
pushing up of costs, nor to impairment of liqui­
dity, but to building up a strong an~ competi­
tive enterprise. 

12. I have dwelt so far on the corporate sc~ne 
as I view it. My intention is to highlight there­
by the objectives in my support in principle to 
the recommendations made in our Report. It 
would also help clarify the nature of my differ­
ences as to detail. I would now like to analyse 
and examine the burden of corporate taxation 
under th'e pattern recommended in our Report. 

13. Replacement of Sur-Tax by the proposed 
capitaL levy of 1 p.c. on jll borrowings and 
owned funds of domestic companies wi~l consi­
derably enhance the aggregat'e tax burden ~n 
companies. Capital levy Oill non-government 
cQIJJpanies alone will yield over Rs. 70 crores. 
The changes made this year in curtailing the ' 
benefit to priority industries and in restricting 
the capital base for calculation of Tax holiday 
benefit are estimated to make an annual addi­
tion of. Rs. 22 crores. Complete withdrawal of 
·exemption to priority industries will add an­
other Rs. 13 crores. Taking into account the loss 
in tax revenue arising from our other recom­
mendations such as abolition of Sur-Tax, pres· 
crip.tion of a uniform rate of 55% for all com­
panies, and reduced tax on distributed profits 
the revenue from Corporation Taxes will show 
a net increase of 15 per cent or more over the 

collections in 1970-71. Discontinuance of de­
velopmeillt rebate will also eventually show a 
rise in tax revenue of over Rs. 40 crores. 

14. The changes recommended in the Report 
. are not designed so as to step up the burden of 
tax on companies. As mentioned earlier, iTh­
crease in the burden of. corporation taxes tends 
to push up costs and weaken the forces of compe­
tition and growth, to the general detriment of 
economy. I am firmly, therefore, of the view 
that direction underlying the recommendations 
should be followed for the purpose of redistri­
bution or rearrangement of the tax burden. I 
also con-5ider that they should not be allowed to 
result in increasing the aggregate tax load on 
companies. The modifications I am recommendr 
i~g are intended to h'elp achieve desired objec­
tives. 

15. Capital levy of l p.c. on both owned and 
borrowed funds, or in other words .on resources 
put to use by and under the control of company 
management is intended .to prominently focus 
attention on the aspect of productivity. Manage­
ment that can bring out prOduction or manage 
sales with lesser level of inventories and work­
ing capital will stand to b·enefit vis-a-vis the 
inefficient. Extra idle capacity and unproductive 
outlay on fixed assets will be discouraged, and 
efforts to secure maximum utilisation of resour­
ces will indirectly be encouraged. It '\\lould be 
dear that the~e considerations have no bearing 
on investment in. the shape of shares or loans 
made by a company to anoth-er. Where the re­
sources or inputs are under the control and use 
of another company it is the user or controller · 
who should . feel this pinch of capital levy. I 
recommend therefore that the investment in the 
form of shares, securities or lollns made by a 
company be deducted in computing th6 capital 

·base for purposes of capital levy. For the same 
reasons, investment companies and banking com· 
panies be exempted from the charge of capital 
levy. Investment in Reconstruction and Stabili-
sation Fund be also exempted. · 

16. The capitall'evy of I p.c. would not affect 
all companies and their respective shareholders 
in the same way. Its incidence on profits of a 
company would vary according to the mix of 
borrowed- funds and owned funds, and on the 
rate of return. on capital. As the borrowed capi­
tal would be computed, in effect, on the basis 
of a standard rate of interes~ companies borrow­
ing at· a higher rate would relatively be at a 
disadvantage. · 

17. The capital levy of 1 p.c. would naturally 
add to the cost of borrowings. Capital levy is not 
deductible in determination. of taxable income. 
The incidence of this add'itional cost of borrow­
ings will therefore wholly fall on profits of the 



company. The Table below will help appreciate 
the magnitude of this incidence on profits of a 
company. 

1. R.>tio c•f owned 
capital to tot:>l 

TABLE 

capital 100 60 60 30 25 

2. Effectivt• lucid en• 
ce of Cllpital le•-y 
as a !""""'" tage 
owned capit .. l .• 

3. I ndJmce ~J <a· 
pital ll'fly (J8 p~­

unl<l'}< of prt>fil·•· 
(i) Where return 

on capital is 
10 p.c. 

(ii) Where re-
tarn en capital 

10 17 20 25 33 40 

ia 15 p.o. t>·1 ll·3 13·3 1t>·6 2:& 26·6 

(iii) Where re­
turn on ca pi ta.l 
is 20 p.c. 5·0 8·5 lU 12·5 16·5 20 

Nou-\" .. ri .. tion owing tu iuteroot on borrowc•l c..vital 
i• ignon:d. 

18. Assuming on a conservative basis ll.verage 
incidenLc of capital levy as percentage of profits 
(before tax) at 15 p.c. the picture of corporate 

. tax burden will be broadly as follows: 

Use of Profit~ 

1. Contributiu11 tu RoconstructifJn 
and 13tabili•ation Uctklrve 
Fund 

;!. DIHtribution a.s Dividend 
nptu 8 p.c. of paid-up e:>pital 

3. Balance <·f Total Income (in­
cluding dividend in excess of 
8 p.o. ofpai<l-np capital) 

Corpo .. 
ration 
Ta.o: 

Attri- 'l'otal 
butablo burden 
Inci-
dence of 
capital 
levy 

Rat:• of Tax (%) 

15 16 

30 1:; 45 

55 15 70 
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19. On the basis of recommendations in the 
Report. the rates of tax depend on the manner 
in which profits are used. It would be noticed 
from the above Table that if the company deci­
ded to distribute dividends. then on the amount 
of profit~ equal to 8 per cent. of the paid-up 
capital distributed as dividends aggregate tax 
burden will be about 45 per cent. On the 
amQunt of profits distributed as dividood in 
cxce~, of R per t:ent. of the paid-up capital the 
burden will be about 70 per cent. It is obvious 
that this situatiQn cannot be considered an 
improvement over the existing position. Rather 
it worsens the situation. 

20. Moreover, my colleagues have recommend­
ed that in computing ~ per cent. of the paid­
up capital bonus share capital should be ex­
cluded. Bonus shares issued so far by the com­
.panies during the past several years have been 
1ssued out of profits remaining after payment 
of tax. In numerous cases the issue of bonus 
shares itself would have borne tax. Existing 
holders of bonus shares would have purchased 
these shares in market at prevalent market 
value. As to bonus shares that might be issued 
out of the profits after payment of tax accord­
ing to the recommendauon in the Repoit, such 
profits would have borne an effective tax of 
about 70 per cent. Considering from all aspects 
I am satisfied that there is no justification f.or 
excluding bonus shares from the paid-up 
capital. 

21. As stated earlier in paragraphs 7, 8 and 
9 there are, in my opinion, some compelling 
reasons for encouraging larger distribution of 
dividend. Besides, deduction of dividend of 
Ks. 25,000 in the case of companies with a 
paid-up capital not exceeding Rs. 5 lakhs and 
application of a uniform rate such as 30 P.Cr 
cent. for distributed profits upto 8 per cent. "of 
the paid-up capital m the case ot companies 
with a pa1d-up capital exceeding Rs. 5 lakhs. 
this would create unjustifiable inequities and 
complications in marginal cases. I recommend, 
theretore, that in the case of companies with a 
paid-up capital not exceeding Rs. 3 lakhs, dis­
tributed profits upto 8 per cent of the paid-up 
t'tlpital will be totally exempted. f.rom tax. In 
the case of other companies, out of the distri· 
buted profits upto 8 per cent of the paid-up 
capital the first Rs. 24,000 of distributed pro­
fits will be exempted from tax and the balance 
of distributed profits will be taxed at the rate 
of 20 per cent. The distributed profits in excess 
of 8 per cent. of the paid-up capital will be 
taxed like the rest of the total income at the 
rate of 55 per cent in the case of all companies. 
As the distributed profits upto 8 per cent of 
the paid-up capital will attract a tax rate of, 
say, less than :w per cent the price fixing au­
thorities will determine the price for controlled 
commodities by adopting a reduced rate for a 
fair return on capital employed. This would 
help lowering of the prices of controlled com­
modities. Even otherwise, reducing the cost of 
risk capital may itself tend to lowering of prices. 

22. My colleagues have recommended that 
contribution upto a maximum of 10 per cent 
of gross total income to the Reconstruction and 
Stabilisation Reserve Fund should be allowed 
as deduction in computing taxable income. 50 
per cent of the contribution is allowed to he 
withdrawn at any time for current repairs and 
for research. I have discussed in paragraphs 10 
and ll the need to improve liquidity of com-
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panics in times of good years. I have also referred 
to several business expenses of a non-recurring 
nature for which a sort of funding provision 
would be healthy. Even otherwise, it is desir­
able to check the tendency to divert income, 
and discourage incurrence of avoidable expendi­
ture and pushing up of costs that follows in 
the wake of good profit results. Beneficial results 
in the overall economy will follow through en­
couraging the company in a favourable position 
to deposit a portion of the profits into the Fund. 
I consider, that for these purposes the limit of 
exempted contribution to the Fund upto 10 
per cent of gross total income is too low. 
Moreover, budgetary resources of Government 
will also not be adversely affected if companies 
are allowed to lay by in the Fund an amount 
upto 20 per cent of profits in times of good 
years. Term lending institutions such as IDB, 
IFC, etc. receiving funds from Government and 
Reserve Bank have made advance over Rs. 125 
crores to organised Industry in 1970-71. In­
crease in advances by public sector banks to 
organised industry in this one year exceed 
Rs. 500 crores. Further, in the long run tax 
revenues would improve by the use of this 
Fund by the company. I therefore recommend 
that the limit of exempted contribution to the 
Fund be prescribed at 20 per cent of gross total 
income. 

23. In my opinion, the tax structure recom­
mended for companies will be purposeful only 
if it does not increase the aggregate tax burden 
on companies. Enlargement in the number of 
shareholders and the emergence in increasing 
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number of organised entities like companies 
will provide the test of its soundness. 

(6) Other Topics · 

S. No. Chap- Pa- Topic Remarks 
ter ra-

graph 

(t) 2 2• 222 Payment to sub- I dissent in view 

(ii) 

(iii) 

(iv) 

(11) -

contractor. of the provisions 
ufs. 40A(3). 

3 3·30 Special Rate of 
Income-tax for 
HUF where a 
member has in­
dependent in­
come above mi­
nimum not liable 
to tax. 

4 4•45 Gifted Property 
be made liable 
for attachment. 

4 4• 51 Deduction of tax 
from payment to 
contractors and 
sub-contractors. 

5 5•19 House Rent 

The Ral;('.s, 15% to . 
65%, should be 
raised by 5 per­
centage points at 
each level. Other­
wise, &ee Minutes 
of Dissent. 

Only in case of 
gifts made within 
a period of 4 
years preceding 
the date when tax 
became due. 

The rate.! should 
be '2 p.c.' aud 
'1 p.c.' in place 
of '3 p.c. and 
2 p.o. ' respective-
ly. 

Upto Rs. 500 p.m. 
instead of Rs. 300 
p.m. 

(IIi) 5 5• 69 Rs. 5,000 Deduo- I dissent. 
tion medical 
profession in ru-
ral area. 

' 

M. P. CHITALE 



FAMILY AS THE BASIC UNIT OF ASSESSMEN'Ii 
0 

II 

My colleagues recognise the usefulness of 
dubbing the incomes of husband wife and 
minor children for purposes of ch~cking tax 
avoidance. Yet, they disfavour the suggestion 
of treating family as a unit of assessment. In 
the opinion of my colleagues, the adoption of 
family as a unit, instead of individual as at 
present, will present numerous difficulties. While 
recognising that taxpayers could adopt various 
devices to create separate units of assessment for 
purposes of avoidance, they have suggested cer­
tain other measures to meet this problem of 
diversion of income. 

2. Even after taking into account the difficul­
ties referred to by my colleagues I find that on 
balance advantages in treating family as a unit 
of assessment are immense; and the difficulties 
are relatively of minor significance and certainly 
not insoluble or insufferable. A structural 
cha!lge by way of adop_ting family as the basic 
~ntlty ~or asse~sment w1ll in one sweep render 
meffectlve vanous methods of t;1x ·avoidance 
~hrough intra-family transfers of wealth or of 
mcom~ .. Apart from checking tax avoidanc~~ 1 
1ecogmt10n of famdy mcome as a tax base mdi­
cates ~ore appropriately the economic power 
or abd1~Y to pay, a concept which forms the 
very bas1s of progressive taxation. Our existin_p (fj 
tax structure adopts individual as the basic umt 
?f ~ss.essmen.t. But giving tax concessions to the 
mdJvidual m respect of self occupied house 
property or payment of insurance on the life 
of the wife or husband or a child of the tax­
pay_er, ett:. recognition is given to family obli­
gations. Even today, family is still the domi­
nant form of human association. If we consider 
t~e whol<: saga of man's life every man's aspira­
tiOns, actions and major part of his life veers 
around his f~~ily. In our country, development 
of t~e trad1tu:mal ~oncept of Hindu Joint ./ 
Fam1ly symbolises. th1s fact. In my opinion it 
~ou~d _be appropnate th~refore, to. adopt family { 
cons1stmg of husband, w1fe and mmor children( 
as the basic unit of assessment for- tax purposes.\\ 
Un~ttached individual can be regarded as a 
fanul_y, so to say, in a transient stage. Where 
a Hmdu Undivided Family consists only ofl 
husband, wife and minor dlildren or any of 
them, !ncome of su~h a family should be club· 
bed With personal mcome of family members 
treated as a unit of assessment. ' 

(f 3. The difficulties mentioned in para 3.34 of / 
\\the Report are broadly three-fold. 

Firstly,. it is suggested that if family is treated 
as a umt of assessment suitable need-based 
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allowances will have to be provided and evolv­
ing such allowances may pose problems and 
might cause considerable loss of revenue I do 
not think so. Already there exists an exe~ption 
from tax for the first slab of income upto 
Rs. fi,OOO after deduction of conveyance allow­
anc~ ?f R~. ~00 or Rs. 900 as .the case may be. In 
additiOn, It Is recommended m para, 5.19 of the­
~eport that for all taxpayers paying house rent 
m excess of I 0 per cent of gross total income, the 
excess over the 10 per cent should be allowed as 
deduction. In terms of the r.eco.mmendation 
.this allowance is rcstrict'ed to an amount equal­
to 15 P.C. of gross total income oiJ Rs. 300 per 
~nonth w.hichcve~ is lower. As the family 
mcome wzll provzde a wider tax base, I recom­
mend that this suggested; ceiling of Rs. 300 
per month should be raised to Rs. 500 per 
month. Expenditure on food clothing and 
housing remains relatively more or less steady 
from year, to year. With the adoption of family 
as a unit, revenue from personal tax will sub­
stantially rise, for the income which could now 
be considered for .aggregation will bear tax at 
a progressively higher rate. It should be pos­
sible, therefore, to provide for need based 
allowances without any net loss of revenue. 
However, before one gets a clear idea about 
the amount of increase in tax revenue through 
adopting family as a unit we can proceed 
cautiou.sly as regards making of allowances. To 
start with, allowances can be related to the in­
come of the spouse or the minor which under 
the existing law is liable to be assessed inde­
pendently in hisfher hands. If a certain amount 
is deducted from the income of spouse or minor 
before clubbing their income in the hands of 
family, this deduction can partake of the 
character of a need-based allowance. How this 
deduction can be made is described in the 
following paragraphs. Moreover, deduction in 
this manner automatically ensures that existing 
tax revenue does not suffer and on the contrary, 
the proposal recommending adoption of family 
as a unit results in growth of revenue. 

4. Secondly, reference is made to complica­
tions of equity etc. I recognise that many 
women in lower and middle class families take 
up employment out of the sheer necessity to 
supplement family income. In such cases the 
hardship of extra tax burden inflicted by in-
clusion of the earned income of wife in the 
income of the family can be mitigated by tax­
ing such supplementary income earned by a 
family member in the hands of the family on 
the basis that this earned income itself was the 
gross total income. In other words, where more 
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than one member of the family has earned 
income, the earned income which is of a sup­
plementary nature (that earned income which 
relatively to other earned income is lower} may 
be assessed to tax in the hands of a family, as 
if the lower earned income were the gross total 
income. Applying a lower tax rate as a con­
cession to the lower eamed income in the 
family unit should pose no problem. Further, 
there would then be no distinction as between 
earned income of husband and the earned 
income, of wife for pur:P.<>ses of aggregation. The 
earned income, whether of husband or of wife, 
whichever is the large or in other words that in­
come which is not of a supplementary nature 
but is really the principal earned income of the 
family will alone be considered for aggregation.~ 

5. For illustration, where earned income of 
husband is Rs. 8,000, of wife Rs. 10,000 and of 
minor child Rs. 600, the lowest earned income 
of Rs. 600 of the minor will be assessed in the 
hands of the family at the tax rate applicable tq 
the income of Rs. 600. Since the tax rate is Nil 
for income below Rs. 5,000 the tax payable by 
family on minor's earned income is Nil. Simi­
larly, the tax payable by family on the husbancL's 
earned income, Rs. 8,000 which is lower than 
the wife's earned income will be the tax payable 
at the rate approprjate to total income of 
Rs. 8,000. The largest amount of earned income; 
Rs. 10,000, b'eing the principal earned income 
will be considered for aggregation with unearned 
income of family members. Concessional treat­
ment of earned income in this manner wiU re­
cognise .the ·effort and hardship involved in self­
exertion ancL will also leave a relatively larger 
cLisposable income available for meeting family 
expenditure. 

6. Family is a typical social unit where every 
member is expected to exert and earn according 
to his or her capacity or ability and where in­
come is enjoyed or shared in accordance with 
the mutual needs of the family members. AdoE: 
tio~L!.ll:~i~y as a unit is prif!!ll_ril_r. ~!:l~ge_s_t_~o 
as a measure-£01'" cheCkmg .tax avo_!~~-ce.._and­
alstn>th.erwiseasanappropriatetax base. There 
is no intention to discourage any family mem­
ber from working and earning. I therefore re-

\l~- commend that- earned income of a member, not 
exceeding Rs. 20,000 and which is of a supple­
mentary nature be taxed in the hands of fami-

1
! ly on the foo.ting that such earned income it­

,1 self were the gross total income. 
I 

J 
7. As regards diversion of income through 

bogus paym·ent to a spouse by way of· salaries, 
fees, commission or other remuneration, pro­
visions of section 40A(2) take care of this. 
These also help check avoidance of tax through 
any excessive or unreasonable payments to re­
latives of the assessee. I do not therefor, agree 
with the recommendation of my colleagues 
mad·e in para 3.39 that all incol!!e of the spouse 
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of an individual by way o£ remuneration or 
commission from a concern in which such indi­
vidual has substantial interest should be in­
cluded in the hands of the individual. Such a 
recommendation hits arbitrarily even at any 
fair and bonafide remuneration that may be 
earned by a spouse, and• which even according . 
to Income Tax Officer may not be considered 
excessive or unreasonable. There is no worth­
while justification for such a measure. 

8. It would be interesting to consider the 
shortcomings and complications inherent in .the 
suggestions made by my coll'eagues for meeting 
th·e problem of diversion of income. In para 
3.37 of the Report, it is suggested that income 
accruing to a daughter-in-law from assets gifted 
by a parent-in-law should be included in the 
.total income of the parent-in-law. Likewise, in­
come arising to a minor grand-child from assets 
gifted by a paternal grandparent is proposed 
to be included in the total income of the grand­
parent. 

9. The suggestions are made with' a view 
to checking avoidance of tax that takes place 
.through intra-family transfers. The two situ­
ations m'entioned above are not the onJy possi­
ble transfers facilitating tax avoidance. If 

. income arising to a daughter-in-law from asset 
gift~d b>: a parent-in-law is _considered, for in­
clusiOn m the total income of the transferor 
there is littl'e justification why this treatment 
should not be extended to a transferor, who 
may happen to be a grand-parent-in-law. 
Similarly in. the case of a minor grand-child, 
transfer of ass'et from only paternal grand­
parent is dealt with, apparently because trans­
fer from a maternal grand-parent may cause 
hardship to himfher if the transferor has no 
control over the proper.ty of grand-child. 

I 0. In this conn'ection I should mention. the 
general problem of recovery of tax in all situ­
ations where assets of the transferor in any sub­
sequent year are inadequate to meet the tax 
payable on .the amount of income he has not 
received and over which he has no control. 
Consequ'ently, for recovery of tax, Government 
is obliged to look at the assets of the transferee 
or donee. Recommendation in para 4.45 and 
provisions of Section 65 of the I.T. Act arise 
from the practice of not taxing ,the income in 
the hands of the beneficiary. 

II. The existing provisions in subsections (I) 
& (2) of Section 64 of the I.T. Act seek to 
check avoidance of tax that takes place through 
intra-family transfers. These provisions as also 
the new measures suggested by my colleagues 
dt;al with income arising from gifted assets, or · 
~ifted aeets converted into new assets. But 
mcome arising from accumulated income or 
from accretions to gifted assets still remains out 
of consideration. · 



12. Deficiencies of all such measures calculat­
ed to check diver~ion of income and problems 
of tax recovery are 'inherent in any scheme of 
taxation that adopts individual as the basic 
unit of assessment. This situation is effectively 
tackled by adopting family as the unit and in 
a most straightforward manner. 

Consider the complications arising from the 
measures suggested by my colleagues, measures 
which are merely in the nature of extension of 
the existing provisions of Section 64 of the I.T. 
Act. For illustration, consider a case where a 
minor child has received gifted assets from his 
father, mother, paternal grand-father and pa­
ternal grand-mother. The minor child is admit­
ted to the benefits of partnership in two firms, 
in one of which the father of the child is a 
partner and in the other, the mother of the 
child is a partner. The child is a beneficiary 
with a determinate income from a family trust 
founded by a maternal grand-parent. The child 
gets income from accretion to gifted assets. 
Assessment of such a case bristles with compli­
cations of treatment. Firstly, every year the I.T. 
Officer will have to keep a track of how gifted 
asset has been dealt with or invested. Secondly, 
where investment is made out of a mix of gift­
ed assets income attributable to a particular 
gifted as~ets has to be determined. Lastly, after 
sorting out the income -assetwise as also donor­
wise, the portion of income liable to be assess­
ed in the hands of the transferors, or, the patent 
partners will have to be culled out. Then, steps 
have to be taken to get the relative portion 
assessed in the hands of the father, the mother, 
the paternal grand-father, and the paternal 
grand-mother, and the balance income will re­
main to be assessed in the hands of the minor. 

Assessment of a family as the basic unit of 
taxation merelv requires a specified deduction 
to be made out of income which is of a supple­
mentary nature, before it is aggregated in the 
hands of the family. 

13. We may now turl} to unearned. incol!le 
of family members and Its treatment, If family 
is adopted as the basic unit of assessmen~. All 
unearned income whether of husband, Wife or 
minor child, has 'to be aggregated and taxed in . 
the hands of the family. In case taxation.sh.m~ld 
militate against the urge to work and dJmimsh 
one's capacity to support family needs, J have 
recommended in para 4.6 that earned mcome 
upto Rs. 2'0,000 may be taxed in certain cases 
at the rates appropriate to s~ch earn~d. income. 
If a portion of such earned mcome 1s mvested, 
should the entire income from such investment 
he agg-regated with the other income of the 
family?' In any case a certain amount of per­
sonal exT>'etlditure, such as education, health, 
mPdical care would necessarilv be incurred by 
or on lwhalf of the member having unearned 
inr·omf'. Pf'rhaps, that might be the very ·pur­
pose underlying gift to a minor child or invest-

ment of earnings of a spouse. At the same time, 
as mentioned earlier, the family is a typical 
unit where joys and sorrows are mutually shar­
ed, and sacrifice for. the benefit of other family 
member is a distinguishing mark. I consider it, 
therefore, reasonable to make a small deduction 
from the unearned income of' a member which 
is of a supplementary nature ·before such in­
come is clubbed in the hands of the family. 

14. Deduction from unearned income should 
be made in respect of income from assets that 
are· not gifted to a member by another mem-~ 
ber of the family. I have stated earlier in para 
2(28) that the matter of giving relief by way 
of tax credit is superior to the relief given 
through deduction of income if the relief is 
intended to encourage promotion of savings. 
And I have also recommended withdrawal of 
the existing exemption with r;espect to income 
from specified investments ufs. 80 L. There is 
no sufficient reason to deeart from this recom­
mendation even if family is adopted as the 
unit of assessment. I am considering the case 
of deduction from unearned income of a mem­
ber which is of a supplementary character on 
the ground that the deduction may partake of 
the nature of need-based allowance. I recom-~ 
mend, therefore, that before the aggregation of 
income a deduction upto Rs. 3,000 he made 
from the unearned income of a family member 
which is of a supplemntary nature. 

15. A view is sometimes eJq>ressed that the v 
clubbing of incomes of husband, wife and minor 
children in the hands of a family would widen 
the tax base, and the consequential tax burden 
would be enormous. This may result, it is ap­
prehended. in disruption of families and even 
of institution of marriage. I do not share this 
view. With the improved ·.incentives.for savings 
and broadening of the fields of investment 
qualifying for relief as suggested by me, urge 
to split or divert income is bound to decline. 

16. I have discussed in the foregoing para­
graphs how the difficulti~s re!erred t? in para 
3.34 of the Report in adoptmg family as the 
unit of assessment can be resolved. I have also 
pointed out the complications and deficiencies 
inherent in any measures calculated to check 
tax avoidance if individual remains the basic 
unit of assessment. It is obvious that the adop­
tion of family as the unit would cut at the root 
of this problem of diversion of income through 
transfers within a family. There is no other · 
effective alternative to deal with this form of 
tax avoidance. Besides, family income provides 
an appropriate tax base for taxation of personal 
income. 

17. To sum up, 
fi) Family of husband, wife and minor 

children should be adopted as a unit 
of assessment for purposes of Income 
Tilx instead of individ\lal as at pre-



sent. Unattached individual should be 
regarded as a family consisting of a 
single member. 

(ii) Subject to certain qualifications, all in­
come, whether of husband, wife or 
minor children, should be aggregated 
and taxed in the hands of family:. 

(iii) Earned income not exceeding 
Rs. 20,000 of any member of a family, 
which is of a supplementary nature 
should be tax'ed in the hands of 
family as if such earned income it­
self were the gross total income. The 
excess of earned income over 
Rs. 20,000 · should be clubbed in the 
hands of the family. 

(iv) Unearned income of any member ex­
ceeding Rs. 3,000, which is of a sup-
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plementary nature and which does not 
arise from an asset gifted to the mem­
ber by another member of the family 
should be included in the gross total 
income of the family; 

(v) Where house rent paid by a family ex­
ceeds 10 per cent of its gross total in­
come, the excess over 10 per cent but 
not more than Rs. 500 per month or 
15 per cent of gross total income, 
whichever is less, should be deducted 
in computing total income of the 
family. 

(vi) Where any Hindu Undivided Family 
consists only of husband, wife and 
minor children or any of them, income 
of such a family should be clubbed 
with personal income of family mem­
·bers treated as a unit of assessment. 

M~ P. CHIT ALE 

I am in agreemen.t wi.th the vie~~ that family should be the basic unit of assessment. 

. NEW DELHI D.-~ It!. RANGNEKAR 
24th December, 197J~ 



While. I am generally in agreement with the 
recommendations made by the Committee, there 
are some points on which I have slightly diffe­
rent views which are expressed below. 

(1) Direct Taxes Settlement Tribunal 

1.1 I do not feel happy about the recommenda­
tion for the setting up of a "Direct Taxes Set· 
tlement Tribunal". The main reason for such 
a recommendation appears to be the fact that 
senior officers oil the Income-taxi Department 
are afraid of taking responsibility mainly with 
a view to avoid adverse criticism. Such an ap­
prehension is not fair to officers who have been 
taking bold decisions. In fact, such officers 
should be encouraged. Additionally, now that 
we are recommending that the Commissioner's 
status should be raised and that his work-load 
should be reduced, I see no reason why Commi­
ssioners and other senior officers should not un­
dertake this work as an integral part of their 
other duties. The suggestion made by the Com­
mittee, if accepted, would invol~e not only de­
·liberations by the Settlement _Tnbunal but. a~so 
a fair amount of work within the Commissio­
ner's charges in order to present adequate infor­
mation to the Tribunal. I believe that if the 
Commissioner on the recommendations of the 
officers below' feels that in the interests of re­
venues, settl~ent should be arrived at, he 
should be entitled to do so. Should he need 
support or assistance, a consul~ation with anot~er 
senior officer should be proVIded. F~rther. WI~h 
a view to achieve an element of umfonruty 10 
the country, it may be advisable to appoi~t 
one or more senior officers who may VISit di­
fferent parts o! the country to ~e~tle cases after 
discussions with the CommiSSioners. Thus 
settlement can be done by a Commissioner in 
consultation with or after securing the appro­
val of such a senior officer. In larger or more 
complicated cases, such settlements could be 
done by two Commissioners with th~ appr<?­
val of the senior visiting officer. In this way, If 
necessary ad hoc tribunals can be formed lo­
cally. 

1.2 Hence, I would recommend t.ha:t ~11 sett~e­
ments should be entrusted to Commtssioners 10 
respect of their charges. :To deal.~th complica­
ted cases ad hoc tribunals consiSt10g of two 
Commissioners locally available under the chair­
manship of the visitin~ senior officer may be 
formed from time to um'e. It should not be ne­
cessary to hold fonnal hearings in this behalf. 
The assessee should be entitled to discussions, 
which may even be held in camera. 

(Ill 

(2) Import Entitlement Incentives 
2.1 I do not favour tlle suggestion that import 

entitlements as incentives for export perfor­
mance should be replaced by cash subsidies. All 
the same, I feel strongly that malpractices in the 
form of underhand sale of import licences 
should be stopped. Import entitlements could 
be split up into two categories-one which is 
for the use of the exporter, who is a manufac­
turer on his own, and the other which is sale­
able to other parties. In the case of the f?nner, 
it should be made incumbent upon the Impor­
ter to prove its utilisation not only to the satis­
faction of the appropriate technical depart­
ment of the Government of India but also to 
the satisfaction of the Income-tax Department. 
In the case of transferable imJ;K>rt entitlements, 
the sale should be made free 10 order that the 
Income-tax Officer is in a position to dieck tlle 
sale price with the pr~vailing market price. ~d­
ditionally under law It should '!>e made obli~­
tory for the importer to have his accounts audi­
ted and the auditor should be obliged to report 
upon the utilisation andfor sale of import 
licences. 

(3) Grants-in-aid to Politioal Parties 
3.1 I am not in agreement with the recom­

mendation that Government should give grants­
in-aid to national political parties for e~ect~on 
purposes. As it is,. the Government finds I~ diffi· 
cult to raise sufficient resources to pay for Its ob­
ligations. The proposed grants-in-aid would. be 
an unnecessary burden on the exch.eguer. Best~es 
there is no guarantee that politiCal parties 
would still not raise additional funds in an un-

. derhand manner. In the circumstances, I feel 
that financing of political parties should be left 
to private agencies and that there should be no 
bar on companies making contributions. to po­
litical parties provided that such a contributiOn 
is made after the management has obtained the 
sanction of the share-holders by means of a SJ>C· 
cial resolution· the company concerned should 
also be obliged to show separately in its 31nnual 
accounts contributions made to the different 
political parties. 
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3.2 I would even go to the length of s!lgg~st­
ing that political parties be treated as 10Stltu­
tions entitled to exemptions to tax under se~­
tions 11 and 13 of the Income-tax Act, for poll­
tical parties are essential in a democratic set up 
and do in fact serve a public purpose. 

(4) Hundi Loans 
4.1 The Committee has made recommenda­

tions regarding Hundi loans which l feel ~Q 
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not go far enough. Hundi loans are normally 
taken from Hundi bankers andfor through 
Hundi brokers. In orde.r that malpractices ob- ~ 
taining in this market are brous-ht under con­
trol, it would be advisable to instst that all per­
sons .carry~ng .on business iJ;t this line ,should re­
gister tl]emselves with a .central organisation, 
possibly the Reserve Bank .or. an ·institution 
nominated by it. Such registration coupled with 
the recommendation made by the Committee in 
the main report would be a great h!!l~ . 

4.2 In this. connection it is pertinent to me~­
tion that. ·loans may also be raised by assessees 
.through private. parties in respect of whi,ch 
Hundi may have been given. Such loans ~o:uld 
not be covered by the generally understood' con­
ception of Hundt loan market. To ensure that 
these lenders also are genuine, it is &uggested 
that when such a loan is raised, an intimation 
may be sent to the concerned Income-tax. Offi­
cer, preferably that of the lender, either at the 
time of taking. the loan or at ·the time of re­
payment thereof. This should act ·as· a ' fair 
check on possible malpractices. 

(5) ASsessment Proc~drires 
5.1 The Committee has ··approved" the' proce­

dure for making assessments in small income 
cases on the basis of returns received. I would 
like that such ·a scheme be. extended , to larger 
cases also in order that assessments are, by 
and large, kept up to date. Irt fact the ideal 

.. would be to complete the assessments within'the 
assessment, year. It would,. at the same time, not 
be appropriate to completely eliminate checking 
in· larger .income cases. Although some scrutiny 
of the accounts in the first. instance may be 
?one, it neecl not be c;omprehensive. In fact, 
m most cases reference .to account books· may 
not . be called for, particu\arly when , accounts 
.have· been !audited. , The. · Income-tax '· Officer 

. should· h~weyer' seek or "eHdt additional infor­
rna~ion on any .points. 'Which he feels need ·ex­
planat~on,'The assessments! :woUld thus 'he tom­
pleted. ·.ex. ped.itiously.~ Subsequently, periodically 
audit M check parties should ;be deputed to exa-

' mine the. account~ of an assessee for a nulnber 
of years together .. De~nding on' the ' size and 

. type of business carried on by' the '.assessee,. this 
detailed examination· 'may be undertaken every 
three to six years. · ' ' · · · • 

,., II ' j ' '.P: ,1 (, 0 • r: f''l h'~'•' • ! ' 

5.2 Although ·an enabling, J?rOVlsioh 'for this 
purpose bas been made . in . secpo. n. l43 '(2) of the 
lncome-tax. Act, ·it does not go. far, enough. Un­
#er this section:' checking Call, be done by an In­
come-tax-Officer- within tw~, years ,.aft~r ·'the'cim­
clusion of the assessment year. It· is' imperative 
that a provision should be made whereunder· the 

· Income4ax Officer. should ,l:!e. en,titled tor check 
the accounts· of. an • assessee as from t)le )as~ ~l\te 
when be checked them. This work can be ad'e­
quately planned and examination of accounts of 
large income assessees can be rotated in a man. 

ncr which would ensure a full coverage of all 
such assessees over, say, 4 to 8 years. In any case, 
the chances of detection of malpractices are 
much greater if accounts are checked for a num­
ber of· years toget,her , than when it is done for a 
year at a time. · . . , · 

(6) 'Agricultural Income 
6.1 We have. recommended that agricultural 

income should be liable to tax. For reasons sta­
ted in tbe'Teport; the processing involved in or-
4.er t~ ,subject agricultural income to tax may 
take U;ffie· In the intervening period, I feel that 
there, Is no reason why at least in the case of 
persons. having t~a~le in~ome .they should not 
.be requued to explam their agncultural income. 
Eren . though agricultural. income as such may 
not ,be liable to tax, the assets created there­
from would. be liable to wealth tax. Besides, 
out of the. assets created, there may be income 
1liabh; to ipcome-tax, This would enable the 
~ncome-tri; <?fficer to · che<:k upon the prevail­
mg ma~practlce of what 1s 'popularly, called 
conversiOn of. black money into white by inflat­
ing 'agricultural income. It is said that it would 
normally. be ·difficult for an Income-tax Officer 
to determine . correct agricultural income. This 
does. DC?~ appeal .t~ me. I da_re say that with an 

, application of mmd. and an mtelhgent approach 
it would not :be: ,impos~ibl~ for an Income-tax 
Offi~;er ,to devtse way$ .and .means to assess the 
reasonability . of. agrictilt11ral income shown. I 
pelieye ~hat' most persons 'who have large ag­

. ricultural, income, also have substantial other 

. income Haole, .to income-tax. · 
1 .• ,, ' • J ' ' -

(7) Sifting •of Essentials from Non-Essentials 
7.l"Wh~le' dealing with the subject of tax 

evasion, it wo'uld be pertinent to mention that 
no 'amount of legislation would 'curb tax eva­
sial) unMis, the; administration' gears ·itself up 
, ~o e1;1sure .'tha:f incoine-tax laws are adequately 
.~dipinister~d a11i(enforced. As 1far as possible, 
~n, endea~otH: should 'be made to provide suita-

. ble gu~~;~nce, .td the Income-tax Officers for this 
J>urpqs~an~ ~l'sft ,to ensure tbatthere. are n<? un­
,neces~ary l>m pnc;k~. It' should be -!appreCiated 

. that: it is. Jilsf. not 'worthwhile wasting the pre-
cious· time of the· .1 Income-tax Department to 

')!eCI,lrb 1hl)ininal revenue; The officers should 
therefore 'concentrate oil matters involving signi­
ficant revenue. In this connection I may also 
a,ddt\J;at ev~n the law should not expect check­
ing' and· c.alc'ula:tionll' •of a time · consuming. na­
ture:' For 'instance; ;ceilings on travelling expen­
ses'· hnd sHnilar items can cause confusion and 
'unnec~sary ·controversy. In matters of this na­

.\ure; _i~1 1v:?t~l~'perhaps be best· if ceilings of ex­
'J?e. nd. )ture· apt)ly, :Whe!l no proof of actual. expe~­
~11jli'tpre·t~erefor ts'_gtve~ .. Wh~n expenditure ts 
· actually mcurred and 'ts · considered reasonable 
'depending upon •the circumstances of the ~as~,' 
ceilings would''appear' to be unnecessary. Simt­
larly, time need not be wasted on endeavouring 
to locate petty add backs. 
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(8) Advance Rulings 

8.1 The Committee has recommended estab­
lishment of a system of advance rulings, parti­
cularly in cases involving foreign collaboration, 
etc. Personally, I feel that this should be taken 
up more generally. Giving advance rulings to 
assessees or prospective assessees would conside­
rably reduce the workload on the department 
and would diminbh disputes and controversies. 
The apprehension that advance rulings would 
be misused for they are binding on the Govern­
ment and not on the assessee is not justified. By 
and large, the assessee would be mclined to 
follow the rulings given because it would not 
be in liis interests to raise a controversy result­
ing in expensive litigation. The main advantage 
however would be that the Income-tax Officer 
would not have to apply his mind in every case 
and at the same time, the assessee would know 
how to proceed with his business activities bear­
ing in mind the law on the subject as enuncia­
ted by the authorities. I may even go to the 
length of suggesting that a provision in law may 
be made to the effect that the auditors should 
report on the facts as given in a reference for 
an advance ruling. This would be an additional 
check for the department to ensure· that the 
system of advance ruling is not misused. 

8.2 As it is the Board issues circulars, which 
are another form of advance rulings. Besides, 
to assist foreign investors pamphlets have ·been 
issued by agencies like the. Indian Investment 
Centre etc. to apprise the parties of the Indian 
income-tax as applicable to foreign investments. 
Some of these unfortunately are a little confus­
ing. But if a system of advance rulings is estab­
lished, the rulings. I dare say, would be given af­
ter careful consideration and after taking into 
account various aspects of law and practice. 

8.3 It is necessary for this purpose to se~ up 
an efficient organisation for advance rulings. 
A few senior officers should be grouped together 
and the group should consist of specialists in 
different fields. This group would be in a po­
sition to help in the interpretation of law for 
internal use of the department also. At the 
same time, care should be taken to see that 
these specialists are not saddled with routine 
work. Needless to say that, as far as possible, 
the disposal of references should be expedi­
tious in order that this system can have mean­
ingful impact. 

(9) Intelligence and Investigation 

9.1 The Committee has recommended that 
Intelligence and Investigation should receive 
exclusive attention of a senior member of the 
Central Board of Direct Taxes and that he 
should be freed of all other work. This I have 
not been able to understand, for if lte has to 
be freed from all other work, then why have 
him on the Board? The Board should have at 

its disposal all its members, when decisions as 
a Board have to be taken. There is hardly any 
point in having a 'Board' if different members 
have to carry on different functions and there 
is no joint and several responsibility as regards 
the decisions of the Board. While individual 
members may have some work entrusted to them, 
a fair amount of decision making should be 
done by the Board as a whole. 

9.2. I attach a great deal of importance to 
intelligence and investigation work. Hence I 
feel that the top man in charge of intellige~ce 
and inve.stigation should not be saddled w1th 
other work and should have nothing to do 
with the Board. In rank he should be almost 
as senior as the Chairman of the Board and 
he should be responsible to the Board through 
the Chairman. 

9.3 It may not be out of place to say that if 
investigation work is done effectively, tax eva­
sion would be considerably reduced. To 
achieve this the usual administrative forms and 
procedures have to be suitably amended. The 
fact of the matter is that generally the depart­
ment has knowledge of malpractices but is un­
able to do anything about it. This is due to 
sheer lack of effort and application. The investi­
gation· chief should be selected on merit alone, 
irrespective of seniority or. age. In fact a youn­
ger man would be better fitted. He should be 
adequately assisted by a group to form a brains­
trust to evolve forms,· methods and procedures 
to conduct investigation of various types. 

9.4 According to me, scrutiny of accounts of 
assessees should take th.e foJ.lowing forms:-

(I) scrutiny of income-tax returns and the 
attached stateme~ts; 

(?) scrutiny in (I) above ·coupled with sec­
uring from assessees additional infor­
mation on .certain essentials; 

(3) scrutiny of account books with a view 
· to determine whether or not the re­

turn is correct-this could be periodi­
cal; and 

(4) investigation where malpractices and 
fraud are suspected with a view to 
establish fraud, and possibly to prose­
cute. 

9.5 Items (1), (2) and (3) should be handlro 
in a' normal routine manner, as indicated by 
me elsewhere. When it comes to investigation, 
it calls for specialised knowledge gained not 
only from personal experience but also by care­
ful studv of ~qethods and modes of frauds adopt­
ed hy people in different walks of life. Informa­
tion receiverl from the 'Intelligence department 
may need . to he properly sifted and absorbed. 
This is specialised work and officers with apti-
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tude should be specially trained and a cadre 
within the service built up. Such officers should 
be hand picked and shoufd be entitled to rapid 
promotion and special treatment. Although 
there is no reason why they should not be 
transferred to other wings of the department, 
yet if they are good, they should be retained 
even by providing them with additional incen­
tives including remuneration. Investigation, 
both original and supervisory, is essentially a 
field operation. Hence, the investigation chief 
should be a field officer and not one who is 
concerned with secretariat work. 

9.6 As I have suggested elsewhere, returns 
should ordinarily be accepted in all cases after 
a little scrutiny. Every now and again detailed 
examination should be conducted. In appro­
priate cases investigation may be or~ered. When 
this is done, it should be really thorough. Pro­
cedures and approach adopted for this purpose 
should not be mixed up with the normal rou­
tine forms adopted. 

9.7 Now coming to Intelligence work, I feel 
that 'intelligence' should be separated from in­
vestigation. This could either be done by hav­
ing a whole-time Deputy fOr Intelligence under 
the Intelligence and Investigation -Chief or by 
having a separate officer altogether. If the for­
mer suggestion is accepted, then there would 
naturally have to be another Deputy for In­
vestigation. Ordinarily officers dealing with intel­
ligence should confine themselves to such work. 
Information collected by them should be com­

. municated to other wings including the Investi­
gation Wing. Needless to say that the Intelli­
gence Wing should carry out the necessary ana­
lysis, tabulation and correlation of information 
collected by them before sending it on to other 
wings of the deJ.XIrtment. My impression is that 
even in the pohce intelligence is separate from 
.investigation. · 

9.8 Another function which at present is be­
ing performed by Intelligence and Investigation 
-is 'prosecution'. This should be separated. It is 
·hardly possible to expect an investigating officer 
to conduct prosecution work for the same is 
time consuming. Although it may be desirable 
once iri a way to assign an investigating officer 
to assist in prosecution, ordinarily it would be 
best to separate these functions.· 

(10) Legal Assistancl! 

lO.i The Committee has recommended that 
a Commissioner should ·be provided with ade­
quate legal assistance and that a panel of com­
petent lawyers with experience in criminal cases 
should be aLthe disposal of the Commissioners 
and that they should have suitable expert staff 
assistance, While I agree that court cases should 
be conducted by lawyers in practice, I am of 
opinion that a cer~ain amount of work within 

the department should be handled by officers 
with legal background who are given an expo­
sure to and experience in legal matters. The 
Cg.mmittee has in another part of the report 
suggested that officers with legal experience 
should be entitled to become judicial members, 
of the Income-tax Appellate Tribunal. There­
fore, the general consensus appears to be that 

· the Income-tax Department is in a position to 
train and throw up officers with legal talent. 
Hence I feel that some officers of the Income-tax 
Department may be provided an opportunity of 
specialising in legal matters not only in respect 
of law relating to income-tax but also general 
law, both civil and criminal. If need be, such 
officers can be sent out for training both in the 
judiciary and in the Law Ministry. In this way 
the Department could be self sufficient in legal 
matters. It would also be possible for the depart­
ment to provide training to the future judicial 
members of the Income-tax Appellate Tribunal, 
who, I feel should be entitled to promotion to 
High Courts. This may call for a :discussion 
with the judiciary with a view to framing ap­
propriate rules in this behalf. 

. (11) Valuation 

11.1 At different places in the report, refer­
ence has been made to valuation of property 
either for wealth tax purposes or in connection 
with under valuation of property with a view 
to hide black money. It has been suggested that 
the Valuation Department should be strjeng­
thened and references should be made to it for 
different purposes. It has also been suggested 
that the control on valuers appointed under the 
Wealth Tax Act should be tightened. Perso­
nally I feel that what is called for is not multi­
plicity of specialised valuers but to evolve 
forms and methods of valuation. A strong 
valuation cell consisting of technical persons in­
cluding economists and accountants should. be 
formed with a view to laying down principles 
of valuation .. These principles can be in the 
form of rules and' not'es for guidance. From 
time to time references could be made to this 
cell to elicit guidance on principles but not to 
seek decisions in individual cases. If income-tax 
Officers receive such guidelines, there is no rea­
son why they would not be in a position to ad­
.minister valuation laws reasonably and in a 
uniform manner throughout the country. As is 
well known, market value can be arrived at 
in different ways depending upon the assump­
tions made. In point of fact, notes referred to 
above would help even the assessees to know 
how valuation should be done. For instance, 
valuation ·of rented property would need to be 
integrated, with valuation of self occupied pro­
perty. Cost or market value concepts as also 
return on investment, including property, are 
different factors which influence value. Hence 
importimce and relevance of such factors inter 

· se would need clarification and explanation. 
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(12) Audit of Accounts of Assessees 
12.1 In regard to audit and the scope of audit, 

my views are a little different. It is generally 
agreed that audited accounts are better than 
unaudited ones. It is all the same necessary that 
to avoid confusion and mis-understanding, the 
scope of audit and the methods and procedures 
adopted for audit should be defined or at least 
clarified in the audit report. Once this is done, 
the Income-tax Officer can be reasonably assur­
ed that the books of account have been main­
tained in terms of information contained in the 
audit report. 

12.2 In the case of limited companies, the 
scope of audit has been indicated in Company 
Law and has been determined over the time 
by reference to what is called prudent commer­
cial practice as also provisions in codified law 
read with the case law on the subject. Unfortu­
nately, this is not so for 'aUdit of accounts of 
parties other than companies or other entities 
registered under statutes. Hence, it would be 
desirable to settle and broadly define in con­
sultation with appropriate bodies and depart­
ments of the Government of India the scope of 
audit in such cases. This, I feel, sliould be by 
refer~nce to trade, commercial or professional 
practice and not necessarily related to the re­
quirements of the income-tax department. To 
~addle the auditor with the responsibilities of 
mcome-tax assessments howsoever indirectlv 
may create unfortunate situations. · 

12.3 In the case of limited companies, the 
audit report normally, unless it is called for 
otherwise, has necessarily to be in short form. 
At the same time, there is no reason why an 
endeavour cannot be made to expect the audi­
tors to give a detailed report on some of the 
points which the authorities feel are essential. 
A precedent to this effect is in existence in the 
case of Government companies. Apart from the 
short form report, the Comptroller & Auditor 
General expects the auditors of Government 
companies to send to the management a detail­
ed report on the lines indicated by the Com­
ptroll~r & Auditor General with a copy to him. 
In t.h•s way, the Comptroller & Auditor Gene­
ral 1s ab!e to keep an eye on the operations of 
t~e pubhc sect~r undertakings and is in a posi­
tion to have h1s own audit conducted without 
going i~to details. I feel that ~ similar system 
can be mtroduced for the aud1t of income-tax 
assessees including companies. The auditor 
shoul~ be expected to repart to the owners not 
o!ll.Y m .short form but also in long form by 
g•v~n~ h1s comments on some specified areas of 
activity. The Income-tax .Officer naturally 
should be entitled to receive both the short 
form and the long form report. 

12.4 ~s the i'!formation reports would not 
necessanly take mto account the requirements 
of the income-tax law and may not touch upon 

all points on which an I.T.O. may require 
clarification andfor information, such additional 
information would have to be called for from 
the assessee. In my opinion in order to secure 
this, the I.T.O. should write to the assessee to 
obtain fmm the auditors a report giving the in­
formation which he may desire. The assessee 
can then request his auditors to submit a report 
on the points indicated by the Income-tax Offi­
cer. It must be appreciated that there is no con­
tractual relationship between the auditor and 
the r.T.O. In fact, I would go as far as this to 
say that no attempt should _be made to secure 
such a relationship. At the same time, with a 
view to assist the department, the assessee and 
the auditors, a draft outline of a report for the 
guidance of the assessees and the auditors may 
be designed. Further additional notes for gui­
dance for the preparation of long form (detail­
ed) reports should also be published. The re­
commended form of report can be adopted and 
adapted to fit particular cases. Some points 
needing the auditors consideration have been 
given in the reRDrt by the Committee. Personal­
ly I feel that tliese points are of a very general 
nature and are inclined to be on an elementary 
side. In the case of large income assessees, the 
information required may have to be of a diffe­
rent type and with varying emphasis depending 
upon the different areas of activity. · 

. 12.5 While on this subject, I would like to 
add that an I.T.O. should seek this "additional 
information" not only in the case of non-com­
pany assessees but also in the case of company 
assessees. If anything, an I.T.O. would b,ave 
more serious and significant problems when it 
comes to scrutiny of accounts of large compa­
nies. 

12.6 In brief, to assist the Income-tax depart­
ment the following reports by the auditors to 
the owners or assesees should normally be avail­
able for examination:-

(1) Short form or statutory report; 
(2) Long form (or detailed) report giving 

"Comments on the main areas of acti­
vity, including income and expense ac­
counts, as also an indication of scope 
of audit and the methods followed for 
audit; and 

(3) Report on specified points on which the 
concerned I.T.O. may call upon the 
assessee to furnish information. 

12.7 While dealing with the subject of com­
pulsory audit, the 'Committee has referred to 
the concern voiced in the press and elsewhere 
about a few well known firms of Chartered Ac­
countants monopolising bulk of the audit :work 
in the corporate sector. This, I believe, is to 
highlight the fact that there are a large num· 
her of Chartered Accountants now available for 
audit work in the profession. It may however 
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create an impression as if the Committee is in 
agreement with the observations regarding con­
centration of company audit work. I would like 
to say in this connection that the so called con-

. centration is of no consequence for when a firm 
has a large amount of audit and other profes­
sional work, such firm is comprised of a fairly 
large number of Chartered Accountants either 
as partners or as Assistants. Personally I feel 
that co-operative work amongst Chartered Ac­
countants leading to specialisation and added 
independence should be encouraged. In fact a 
positive effort shquld be made to secure increas­
ed specialisation and study in depth of finan­
cial management including different aspects of 
accounting and audit. 

(13) Starred Assessees 
13.1 A suggestion has been made that we 

should have a system of starred assessees as in 
Japan where "blue returns" system is in vogue. 
i would like to mention in this connection that 
the system of · blue returns has been developed 
by Japan over a period of. time· by offering 
guidance to assessees regardmg the forms and 
procedures of accounts etc. To achieve this the 
Income-tax department and other Government 
departments have to make extra efforts. I would 
suggest that the department should study the 
manner in which this system has been develop­
ed by Japan. Whether this is done through tax­
payers'· assistance organisation or as part of a 
separate organisation is a matter of detail which 
the Income-tax administration can look ·into. 

(14) Tax Rates. 
14.1 While agreeing generally. with t~e recom- · 

mendation made by the Committee, I feel that 
the rates of Gift Tax should be stepped up 
further. The present practice of giving gifts to 
friends and relations in order to justify a nuc-

. , leus for .~apital for· the formation of a firm 
throuj!:h which income is diverted should be 
curbed. 

14.2 · Similarly, . stepping lip estate duty would 
help equalise 'distribution • of· wealth. At the 
same time, incentive to work' should not be. re­
duced by hiking uppersonal ~ncome-tax. Perso­
nal' taxes should be substantially reduced and 
more impmtance . shoul·(i be given to . human 
effort than what is done all present. In the con­
text. of increase in tax rates on gifts and estate 
duty suggested by me if considered appropriate, 
the maximum marpnal rate of tax could be 
made applicable on income above Rs. one lakh. 
I would, however, place on record the f~ct that 
I am otherwise in agreement with the mcome­
tax rates suggested. by the' Com!Dit.tee. In ~ny 
case reduction of .income-taxes IS hkely to Im­
'pro~e: n!alisation. · 

'':l\5) C~mputation of 6tpita1 1for ~pital Levy 
15.1 A formula has· been give~ by the C?m­

. mittee regarding the computation of capital 

liable to tax. According to the proposal, work­
ing capital raised by means of demand loans 
have also to be subjected to tax. I do not agree 
with this. I feel that only equity capital includ­
ing preference capital. plus reserves and long­
term loans should be taken as capital of a com· 
pany for levy of capital tax. If the Committee's 
recommendation is accepted, cost of raising 
short-term capital would go up tremendously 
particularly if temporary over-drafts have to be 
subjected to tax. Besides requirements of work­
ing capital depends on various factors including 
Government policy etc. and is not altogether 
under the control of the company management. 

(16) Registered Firms' Tax 

16.1 It has been recommended that register­
ed firms tax rates should not be applicable to 
professional firms. My own view is that such 
tax shouJd not be applicable to professional 
firms and all other firms where all the partners 
are working partners. In order that a person 
cannot claim to be a working partner of a large 
number of partnership firms, it is suggested 
that there should b.,e a limit in regard to the 
number of firms of which an individual can be 
a working partner. In the case of companies 
registered under the Companies Act, it is not 
possible for a person to be a Managing Director 
of more than two companies. I would suggest 
that a similar restriction be introduced to th'e 
effect .that a partner cannot be a working part­
ner of more than. two partnership firms to 
entitle the firm from exemption of registered 
fin-q tax. 

(17) Hindu Undivided Family 

17.1 .The Committee has suggested that Hindu 
.Undivided Family as an institution should con­
tinue but that in certain circumstances the. rate 

.of tax applicable to H.U.Fs should be stepped 
up. The main reason for retaining the institu­
tion of H.U.F. can at best be that the family 
svstem obtaining .in this country for such a long 
time should not be broken up. At the same time. 
all of us appear to be agreed that JI.U.F. has 
been used to a considerable extent as a means 
·for avoidance of tax. Not that I am anti-Hindu 
Joint Family system, yet I do feel that if a per­
son is a member of a family he should accept 
the concept of H.U.F. in its entirety resultinl!' 
in the clubbing toj!:ether of all the income of 
all its members to form one unit. But for the 
Hindu Gains of Learning Act XXX of 1930, 
such a situation would have obtained. Hence it 
would seem appropriate either to scrap H.U.F. 
for income~tax purposes or to repeal the Hindu 
Gains . of Learning Act. In the alternative. an 
option ·may be given to a person either to be a 
member of an H.U.F. or to be an individual. It 
does not appear logical to me that a person 
should have part of his inrome as a member of 
H.U.F. and another part as his individual in. 
come. 



17.2 Recently under section 64(2) of the In­
come-tax Act, provision has been made to the 
effect that hereafter an individual cannot escape 
taxes by making a contribution into the H.U.F. 
out of his own property and some other restric­
tions have similarly been imposed, mainly to 
prohibit the throwing into the family botch 
potch self acquired property. These restrictions 
however do not go far enough. In any case, 
they do not cover the .H.U.Fs now existing. The 
law which has been brought in now is with re­
ference to malpractices obtaining in the exist­
ing H.U.Fs, yet it does not affect them in any 
way. Besides it favours people inheriting pro­
perty as against those who create property on 
their own. According to the present trends in 
thinking and philosophy of society, this would 
appear inequitable. 

(18) Revenue Department in the Finance Minis­
try 

18.1 The Committee has recommended that 
the Board of Direct Taxes should be an autono­
mous body but has not said anything about the 
make up of the policy making wing in the Gov­
ernment to deal with revenue matters. During 
my visit to Tokyo Uapan), I learnt that they 
have a field organisation called National Tax 
Administration Agency headed by the National 
Commissioner and at the same time ·they have 

· a Tax Bureau which is part of the Finance 
Ministry. The Director General Tax Bureau is 
next to the Vice Minister and the National Com­
missioner of Taxes of field service is between the 
two. In a way it is like the different departments 
we have in the Finance Ministry headed by the 
Finance Secretary. I feel that the department 
dealing with fiscal matters in the Finance Minis­
try should be manned by officers from the In­
come-tax Service. Transfers to and,. from the 
equivalent of the Tax Bureau in the Finance 
Ministry and the Central Board of Direct Taxes 
should be encouraged. 

(19) Tax Arrears Write off Body 

19.1 The Committee has suggested setting up 
of a high powered body for writing off and scal­
ing down arrears of tax demands. I am not parti­
cularly fond of creating a large number of agen­
cies to do virtually the same work. In order that 
a decision can be taken whether or not to write 
off a particular arrear of tax, it is necessary for 
the Income-tax Officer and his superior officers 
to report upon the proposal. If such a proposal 

·has to be first processed within a Commissioner's 
charge and then placed before the write-off body, 
there is no reason why the same write off cannot 
be done by the Commissioner himself. As sug­
gested in the case of settlement cases, some senior 
officers may be appointed to tour around the 
country to dispose of such cases within the Com­
missioners' charges. I am conscious of the fact 
that to cope with the present back-log of work, 
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it may be necessary to appoint additional hands. 
There would, therefore, be a good case for ap­
Jl<?inting two or three Officers on Special Duty 
With .an appropriate status who may visit the 
headquarters of the different Commissioners in 
order to facilitate expeditious decisions locally. 

(20) Accounting 

20.1 Accounting is about the weakest link in 
the administrative chain of the Income tax De­
partment. My impression has been tha.t virtual­
ly ali the wor~ ill: connection with recording of 
d~al!ds, . reahsauon .and data processing for 
statistics IS done by JUnior staff. The officers, 
by and large, are inclined to confine themselves 
to ~upervision of a very general nature. In the 
'?J-am repo~t w~ have suggested improvements 
I';l the ~amtena'?ce of accounts and presenta­
tiOn of I.nformauon to remedy the. prevailing 
shorf:commgs .. The suggestions are based upon 
t~e mf<_>rmatwn presently available before us. 
~here IS no rea1on: however why this should 
not be furt~lCr improved as time goes on. Im­
provement m accounting forms and procedures 
should be a continuous process. 

20.2 With this end in view, I am of opinion 
that some officers in the Income-tax Department 
should specialise in accounting. As officers of 
the Income-tax Department are presumed to 
?ave fair knowledge of accounts and account­
mg ma,tters, . the least that should be expected 
from them Is that they keep their house in 
order: To achieve this it would appear im­
~erative to gear up the internal accounting wing 
,of the Income-tax department to secure in­
creased efficiency .. I would suggest therefore 
that a senJor officer be attached to a Commis­
sioner· or a group of Commissioners who is in 
ch~rge of accounts in the main. He should be 
assisted by Income-tax Officers in charge of ac­
counting wi~hin a functional group or an officer 
wh_o s_upervises ~he work of a. group of officers 
\\'here decentrahsed accountmg is obtaining. 
T~e. hea~ of this organisa,tion within the Com­
missioner s charge may be called Additional 
Cont~oller of Accounts. The Income-tax Offi­
cer~ 10 charge of Accounts may be designated 
~ssistant Controllers of Accounts. The Addi­
t!onal ~on~roller should be under the Commis· 
s!oner m lme of authority, but should! be func­
.twnally responsible to the Controller of Ac-· 
~unts who may be of th« rank of a Director 
m the Board. · 

20.3 We have suggested that the Board 
should have a Finance Member. This member 
mav be placed in charge of Finance & Accounts 
and could perhaps be designated as Finance 
Member an? Chief Controller of Accounts. He 
may be assisted by the Controller, referred .to 
above. 
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20.4 In so far as the maintenance of accounts 
is concerned, at present the lllieome-tax Officers 
(Collection) maintain their own accounts; and 
on transfer of arrears to Recovery Section, the 
latter maintain another set of accounts. This 
duplication is unnecessary. Accounts can be 
maintained at one place and could be at the 
disposal of both the Collec:tion Income-tax Offi­
cers and officers in the Recovery Wing of the 
department. 

20.5 Part of the confusion between Collec­
tion and Recovery is due to the fact that a re­
covery certificate is normally issued a year 
after the demand is due. This procedure is not 
conducive to efficiency. I feel tha.t recovery 
proc'eed.ings should be applicable to ali de­
mands as from the date when a demand is due, 
in order that the formality of issusing a re­
covery certificate is 110t necessary. All the same, 
administratively it can be provided that re­
covery proceedings would be commenced only 
after an elapse of some time beyond the origi­
nal due date. In any case, as-we have recom­
mended, recovery proceedings should normally 
commence aft'er action under distraint proceed­
ings has been taken and possibly exhausted. 

20.6 As accounts would thus be under one 
roof, when cases are referred! to Recovery Offi­
cers for additional action, such officers would 
be able to concentrate on recovery work instead 

· of having their energies diffured in administra-
tive and accounting matters. '-

(21) Regional Commissioners 

21.1 The Committee has rejected' the propo­
sal of appointing Regional Commissioners bet­
ween the Board and the Commissioners. At the 
same time, the Committee has sulm"ested a large 
iru:rease in the number of Commissioners who 
would be directly undier the Board. For the 
Board of 5 or 6 to supervise the work of such 
a large number of Commissioners would be 
virtually impossible. My feeling is that if .th'e 
work of the Commissioners has to be supervised 
and co-ordinated! with a view to umformity 
and efficiency, there should be one tier between 
the Board and the Commissioners. This level 
of a supervision should not be in the nature 
of a pos.t office but should . consist of officers 
who are in a position to finally d•ispose of mat­
ters brought to it without further reference to 
the Board. 

(22) Recruitment 
22.1 One of the recommendations of the 

Committee is that future recruitment to .the 
Income-tax departm'ent should be in the form 
of direct recruits at the officer lever, at the 
equivalent of Upper Division Clerk level and 
also to th'e extent of 50% at the Inspector level. 
For the purpose of this note, the staff bel«?w 
the Upper Division Clerk level has been tg­
nored. In my opinion, recruitment shoul~ be 

confined to two stages only: one at the officer 
leye! .and the other at the equ~valent of Upper 
DtvlSlon Clerk level. From thts lower level it 
should be possible for persons to seek promo­
tions to an Inspector follow~d by Income-tax 
Officer class II level by means of a competitive 
examination. There is no particular adv;mtage 
in providing for. recruitment at the Inspector's 
stage. There appears to be a feeling in some 
quar;ters that a better person would! be avail­
able at the Inspector level than at the Upper 
Division Clerk level. I do not subscribe to this 
view. My own feeling is that when; we are work­
ing towards a classless society, we should, as far 
as possibte, try to reduce, if not eliminate, 
classes. For the time being to secure efficiency 
and' to ensure intelligent handling of difficult 
cases, perhaps recruitment at .two levels may be 
justified. More than that would tend to 
create frustration at all levels. If through 
competition one can get reasonably goOd 
Upper Division Clerk, there is no reason why 
better ones amongst them cannot look forward 
to becoming Income-tax Officers without being 
obstacled on the way by another set of persons 
who arc recruited at the Inspector's level. We 
have known of cases where people from the 
clerical level have risen to the highest of offices. 
Given encouragem'ent, I dare say that we should 
now be able to find a much larger number of 
persons who can do this. There ·is at times a 
feeling amongst the public that clerks are in­
clined to be incompetent, irresponsible and 
corrupt. I do not agree with this view. Accord­
ing to me what is required is that the staff in 
the Income-tax Department should be given 
an opportunity for promotion in order .to get 
over th'eir frustration caused! by having to re­
main at virtually the same level for a long time 
-popularly called· stagnation. Additionally, to 
get over the prejudice now obtaining, the staff 
recruited for the Income-tax Departm'ent 
should be designated. 'Tax Assistants' (if need 
be juinor and senior) instead of 'clerks'. 

(23) Management 
23.1 In conclusion I would like to add a few 

words on 'Management'. 'I11e high level .to 
which tax evasion and black . marketing has 
reached is essentially a result of management 
failure. Whereas the existen~ of black mar­
keting operations may not be the fault of the 
tax administration, .the blame for lack of detec­
tion of tax evasioni can c"ertainly be placed 
fairly and squarely on the shoulders of tax 
officers It has been said' that Income-tax Offi­
cers d~ not have sufficient powers. That is not 
correct. An Income-tax Officer has more pow'ers 
than what he needs. The enforcement, however, 
is not adequate. For this an Income-tax Offic"er 
is not to brame, but the organisation as a whole 
is. According to me tax administration should 
be madre more effective and should be geared 
up to shoulder its full responsibility. It is essen­
tially a management problem. 
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23.2 The Income-tax Department is manned 
by very highly qualified and efficient officers. 
But there appears to be a lack of discipline and 
sense of dedication, which is so essential to 
achieve results. For this no one mem!Jer of the 
department can be blaimed because individually 
by and large the officers and staff are good. At 
the same time there is an element of frustra.tion 
as also lack of confidence in decision making. 
Internal audit, revenue audit and other fears 
of external criticism are given as reasons for 
the officers not taking decisions as boldly as they 
would! like to. This appears only an excuse 
because if the ,top management were to take 
their decisions bo1dly and advise the manage­
ment and for officers below to take decisions in 
the same manner, perfovmance would inevitab­
ly improve and criticism would be less. 

23.3 As part of the planning and program­
ming of work the departl_nent would be well 
advised! to prepare for lt5el£ a performance 
budget indica.tin~ therein not only assessm~nts 
but also realisat10n of tax. I feel that tlme 
costs should be given greater attention than 
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hitherto and that ,there should be more empha­
sis on results. Ordinarily arrears of assessments 
and taxes are not inevitable. A proper plan of 
work bearing in mind the available staff and 
facilities should ensure that virtually all the 
work is up to date. Planning and programming 
should be for a period of time and forecasts of 
future work load and requirement of staff and 
facilities should be appropriately integrated. 

23.4 Study of the earlier reports and discus­
sions with officers of the department have re­
vealed ,that most of the malpractices obtaining 
in the business world are known to the Income­
tax Department, yet they do not seem to be 
able to effectively deal with them. My impres­
sion has been that insufficient effor.t has been 
dlevoted to this aspect. By and large, the de­
partment has shown helplessness. This is a 
challenge to the department calling for effective 
management. The Board sho~ld conc~n:trate. on 
management instead of routme adm1mstrauon 
of tax laws which can be delegated to other 
authorities within the department. 

S. PRAKASH CHOPRA 



(1) Settlement Machinery 

(Paras 2.32 to 2.34) 
. The argumef:lts for having a separate and 
mdependent tnbunal of three mem6ers of the 
status of Memb~rs of the Board of Dh·ect 
Taxes to deal WLth voluntary applications for 
s~ttle!Dent from errant taxpayers nave a fami­
ba~ rmg about them being reminiscent of those 
wh1~ w~ere advanc~d in support of the three 
earlrer voluntary disclosure schemes which as 
we know, were disastrous failures as cle~ly 
brought out in paras 2.27 to 2.81 ~f .the main 
r~port. The Income-tax Investigation Commis­
sion of 1947 . was also given comprehensive 
powers to arnve · at settlements with persons 
who made offers for settlement after making a 
full disclosure of their affairs. I happened .to be 
the Chairman of the Central Board of ReV'Cnue 
at the time and I can say from my p«;rsonal 
k!lowlc;dge o~ facts as a _result of my mformal 
diSCUSSions With the Chamnan, of the Commis· 
s!on (the late Sir S. Varadachariar) that not a 
smgle assessee came forwGlrd with a full dis· 
closure .to start with and that even the s~H:alled 
settlement cases which they dealt with were no 
different materially from the other investiga­
tion. cases from the point of view of either th'e 
complexity of invesuga.tion or the degree of co­
operation offered by the assessees to facilitate 
th'e investigation. I do not, therefore, support 
this proposal for constituting a high-powered 
full-ume tribunal. 

(2) Regulation of donations to Political Parties 

(Paras 2.59 to 2.61) 

I am very strongly opposed to the proposal 
in the main report for allowing donations to 
political parties as 'a deduction in the compu­
tation of an individual's taxable income. My 
reaso-ns are as follows: -

(i) Such donations would inevitably lead 
.to the corruption. of public life. Obvi· 
ously no individual would mak~ signi· 
ficant donations to political parties 
except in consideration or in expecta­
tion. of reaping reward's in .the shape 
of increased· inRuence, power, position 
or patronage in the event of th'e poli· 
tical party coming into power. 

(ii) The majority report itself recognizes 
(vide sub-para (c) of para. 2.20 of the 
report) that wealthy persons with lots 
of black money do usc their ill-gotten 
wealth for buying the · support of 
political parties by subscribing to their 
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funds. This en~bles t~e black-money 
o_wners·,to buy 1mmumty from detec· 
tion or from harassment in the event 
of detection. 

(iii) The f!Iajority r~comwendation is, in 
my opm10n, entirely outside the scope 
of. the ter";;ls. of reference to the Com· 
!lllttee as It 1s no.t a suggestion. which 
Is calculated to unearth or prevent 
the prolif~ration of black-money or to 
check avo1dance of tax through vari­
ous devices or to help in the collec­
tion and clearance of arrears of tl\x 
demand. 

. (iv) In my opinion, our Committee is not 
c~lled upon to recommend new exemp­
tions or extend the area of exemptions 
~nless the failure to make such eJ(ten.. 
~Ion of exemptiC?ns is likely to result 
1~ th.e perpe~uauon of grave inequali­
ties m taxation and .thereby disrupt 
the morale: '?f the tax paying publlc. 
In. my opm1on, the recommendation 
in this particular m;uter of donations 
to political parties is a retrograde 
move. 

(3) Allowance of certain busineH expenses­
Entertainment Expenses and Expenses on 
Maintenance of Guest Houses 

(Paras. 2.68 to 2.70) 

The main report contains a recommendation 
that expenditure on food drinks and other 
hospitality to prospective buyers or persons 
otherwise helpful'in promoting business should 
be allowed as a deduction in the computation of 
business income. Such expenditure used to be 
allowed in the past upto certain limits. But 
Government, in consideration of the grave 
abuses which obviously came to their notice, 
decided to abolish this kind of deduction with 
effect from 28th Febmary, 1970. In the circum­
stances, I am compelled to dissociate myself 
from the majority recommendation, principally 
for the reason that it is entirely outside the 
scope of the terms of reference of the Com­
mittee. The concession is inherently capable of 
grave abuse. Even in the United Kingdom 
entertainment expenses are not allowed: except 
when they pertain to the entertainment of over­
seas customers. 

For identical reasons, I am opposed to the 
recommendation for a deduction in respect of 
the cost of mainten;mce of "guest houses in the 
nature of transit houses". The recommendation, 



if accepted, would make it possible for an 
assessee to circumvent the present law merely by 
changing the nomenclature of existing guest 
houses without altering the essential character 

-of the expenditure. Here again, the recommen-
- dation of the Committee for allowing the deduc. 

tion of maintenance of guest houses in the. 
nature of transit houses is outside the scope of 
the Committee's terms of reference. 

(4) Compulsory Maintenance of Accounts 

(Para. 2.140) 

The main report contains a recom!Dendation 
that a statutory provision be made requiring the 
maintenance of accounts by all professional men, 
and by businessmen whose income from business 
exceeds Rs. 25,000 or the turnover or gross 
receipts exceed Rs. 2.5 lakhs in any one of the 
immediately three preceding years. A possible 
danger of making such a statutory provision 
would be that businessmen whose cases do not 
fall within the category mentioned' would have 
the liberty to plead absence of accounts with a 
view to defeating or obstructing effective investi­
gation into their affairs. At present, th~ assessing 
officer is not prevented frorri making estimates to 
the best of his· ability whenever an assessee 
pleads that he has not maintained accounts. If 
the suggested recommendation is· implemented, 
the Department would, I am afraid, not be in a 
position to resort''to estimates in such cases. In 
other words, a statutory provision in the manner 
suggested in the 'main report would make the 
position worse. It seems to me that the more ap­
propriate course would be to follow the Ameri­
can law and to provide that every person should 
maintain such statement!\, records or accounts as 
would be sufficient to show his income and other 
affairs relevant to direct taxes. 

(5) Re-introduction of Expenditure Tax 

(Para. 2.1S6) 

I do not agree with the paragraph 2.1S6 of the 
report. ~ am strongly of the view that there was 
no justification whatever for the abolition of 
Expenditure Tax. It was an important tax not so 
much for the revenue it yielded but as safeguard 
against evasion of income-tax, wealth-tax and 
estate dutv. The majority report relies on a 
dictum QT Prof. J. F. Due that the task of en­
forceli1ent of expenditure-tax is more difficult 
since it requires atlditiot~al information regard­
ing expenditure. But as the Committee is itself 
sug~estin~ that information regarding the ex­
penditure of an assessee should be obtained 
along with his return of income. I do not see 
how the demand for such information will make 
the enfrn-cement of the Expenditure Tax Act 
more difficult. 

The mere asking for an expenditure statement 
dors not ensure that the expenditure figures 
would nQt be exaggerated so :ts tQ tmderstate 

the savings and wealth. There must be some 
financial consequence attaching to exaggeration 
or falsification of expenditure figures and the 
Expenditure Tax is the instrument which would 
ensure more completely that a continuous track 
is ~ept of an assessee's i~come, e_xpenditure and 
savmgs. The reason for mtroducmg an Expendi­
ture Tax, as given in Kaldor's Report continues 
to be valid. 

(6) Concessional treatment to authors, - Play­
wrights and artistes 

(Para. 2.217) 

I do not agree with the majority recommenda­
tion that the limits upto which exemption is to 
be given on account of insurance premium and 
fund contributions under section SOC of the In­
come-tax Act and rule llA of the Income Tax 
Rules should be enhanced in favour of authors, 
playwrights and artistes. The need for encourag­
ing savings in the particular directions mention­
ed in section SOC cannot be greater in the case 
of special class of assessees and I fail to appre­
ciai:_e the reason be~ind_ the majority recomm~­
dation. Further, It will be difficult to classify 
assessees as definitely falling within the categories 
of authors, playwrights and artistes. If a teacher 
in a college has written a book and published it, 
does he thereby become an, author and entitled 
to all- these concessions for the rest of his life? 

(7) Secrecy Provisions 

(Para. 2.241, 2.230 and 2.231) 

. At present, the Commissioner of' Income-tax 
is empowered to comply with. applications from 
persons for information relatmg to any assessee 
in respect of any assessment made under the 
Income-tax Act; if the Commissioner is satisfied 
that it is in the public interest to comply with 
such request. Quite· often it may not be easy 
to decide whether the supply of copies of assess­
ment records is directly in, the public interest, as 
for example when the· applicant,_ being a mem­
ber of the Hindu undivided family, wants to 
make use of that information to see whether in­
come from a particular asset which he claims is 
a part of the ·property of the Hindu undivided 
family has be'en converted by the manager or 
karta of the family for his own use. It is possible 
for the Commissioner to take a narrow view and 
reject the application on the ground that the 
giving of the information may be in the pri­
vate interest: of th'e applicant and n<?t in the 
public interest. Similarly, if a person who is 
shown in ani asessee's books as the depositor of 
some money in an assessee's concern, desires to 
rely· upon that fact to 'establish title to the 
dt!posit, it is important that his application for 
information should~ not be · rejected by the 
Commissioner on the ground that it is not in 
the public interest to disclose the information. 
To obviate any surh doubts and disput'('s, I 
~onsidcr that the Income-~ax Act should be 



amended specifically .to provide that where any 
infomation available in1 assessment records is 
likely to help the establishment of an adverse 
claim to any asset or property by the applicant 
against the assessee, i:he Commissioner of In­
come-tax should be under ani obligation to 
supply the nece&Sary information from the re­
cords. That will be the only way in which we 
can ensure that assessees do not indulge freely 
in benami transactions. The majority of Mem­
be.rs of my Committee unfortunat~ly do not 
agree with me in regard to the suggestion made 
herein and. I am, .therefore, putting it in roy 
minute of dissent. The U.N. Expert Group on 
Tax Reform Planning has suggested that the 
Government should suo motu publish the d~­
tails of a~se&sments that might ~nerate acti?n 
and ·reactton among the tax. faYllll GO!llmllmt:y 
conducive to minimjsation e tax eva11ion. 

(8) Casllal Receipt& 
(Para. 3.16) 

The majority in the Committee did noJ; ap­
prove of receipts in the nature of personal ,.Uti 
being treated as taxable income in the bandS of 
the recipient. I do not see aay reaiiOR wily aR 
accretion to a recipien''' ec»nomio pt>Wer Reed 
be treated differently from other aC(.Tctiona and 
win'dfall. In my opinion it ~ more equitable to 
treat s-if~ aa incQme i.n the banda of tbc reci­
pient than to tax the douoc on hia ph1. A 
major reform in our syste• ol direct taxation 
would be: 

(i) to re-introduce expenditure tax and re­
gard all gifts inter vivos as taxable ex­
penditure and aboliah gift tax altos-e­
ther; 

(ii) to treat all receipts includin8" a.4ual re­
ceipts as taxable iacome; an~ 

(iii) to replace estate duty by a duty on 
succession and bequeaths. 

(9) Separate Tax on Registered Fimu 

(Para. 3.43) 

The main report contain• a recommendation 
that the separate tax on ·registere'(} firms be a'bo­
li~hed at least in respec~ Of professional firm& (of 
Chartered AccountaQts, l)QctQrs, Lawyers, Soli­
cjtor•, etc.) if ne~ in respect of all firms. Thia 
recornmentlation doea not. in my opinion, cotllc 
within the scope or the terms of reference of our 
enquiry as it is not a measure calculated in 
any manner to uneart:h black money or prevent 
proliferation or dtc~ck avoidance of t«x tbrouch 
various le~al devices or reduce tax arreare. 
Even on merits, I see no justification for the 
recommendation. It is not true to say that 
merely because the members of a firm may be 
genuinely qualified to be partners, their shares 
1n the partnership finn muat of neceuity have 
been stated correctly in the Partnerlhip Deed. 
ln a paltneuhip. aay. between a father and his 

son both of whom may be Chartered Accoun­
tants, it may well be that in a particular case 
the!r shares may have been shown to be equal 
whlle both of them ma.y be acutely conscious 
of the fact that the bulk of the income of the 
firm is attributable: to the reputation experi­
ence, capacity and goodwill pertaining to the 
father. The urge towards fragmentation of in­
come and the fttdlity for such fragmentation 
exista aa much in profeSIIional firms as in any 
other firms and in my opinion no case has been 
made out in favour of the majority recommen-
dation. · 

(10) Investment of hmda of dlaritable trusts in 
fmmcler's own bwinea 

(Para. 3.60) 

I dissociate myself from the reommendation 
contained in this paragraph. The condition that 
funds belonging to charitable trusts !ihould not 
be kept inve1ted or continue to be kept invest­
ed in a business in which the founder of a 
trust has substantial interest was introduced 
after giving ample notice to cxiating trusts. 
There is therefore no case on merite for grant­
i~ immunity frODt the operatio~ of this condi­
tion. As reprd1 truatt tliat may be created in 
future, no hat$bip can be caused by enforcing 
the cottdition aeeing that any person who needs 
the fund1 badly for his own business is under 
ifo obliption to create a trust for ao Ions aa 
he cannot release the funds by transfer to trus. 

. tees. Apart from the fact that the majority re­
commendation cannot be justified as a measure 
fallinf within the Coinm1ttee'a terms of refer­
ence, the recommendation, if accepted, would 
give rise to endless litigation and controversies 
about the id111tity of the ori3"inal corpus. 

(11) Su~meetien that valuatiou of imlllovable 
properties is not to be revised within five 
years 

(Para, 3.71) 

The maiR report contains a recommendation 
that the valuat1on of immovable property onoe 
adopted after due enquiry should remain un­
changed for a period of 5 years. Such a provi­
sion in the Law or. even executive instructions .to 
that effect' would give rise to disputes and 
appealil. It ia not c:aay to say whether in a par­
ticular caae the valuation waa adopted after 
due enquiry and if so, whether the enquiry it­
self was adequate or exhaustive or incomplete 
or imperfect or everu collusive. Such questions 
would live ristt to litiptioa and disputes. Prof. 
K.aldor, I tlaink, rMOmaended that tile valua­
tion should be 1tabllised at the book value until 
an asset is sold. In my opinion either we adopt 
the recommendation of Prof. Kaldor or allow 
the present practice of valuing each asset at the 
market value on the valuation date. To lay 
down a rule in the manner suggested in t~ re­
port would create difficulties and disputes. 



(12) Aggregation of gifts 

(Para. 3.76) 

I have earlier stated in this minute of dissent 
that a desirable and major reform of our direct 
tax system would be to introduce an expendi­
ture tax on a more comprehensive basis and to 
define taxable expenditure to include all gifts, 
donations and transfer of assets for less than 
adequate consideration and to abolish the tax­
ing of gifts in the hands of the donor. 

The recommendation for reducing the exist­
ing annual exemption limit of Rs. 5.000 for 
gifts to Rs. 1,000 and for requiring every per­
son to give details of all individual gifts of 
and above Rs. 200 does not seem to me to be 
called for. To take notice of petty gifts of 
amounts of Rs. 200 for the pm:pose of Gift Tax 
does not seem to be consistent with the general 
scheme of the Income-tax Act which says that 
items of charities of Rs. 25'0 or less should be 
altogether ignored for purposes of giving relief 
to the donor. I feel that the approach to the 
question of gifts should not be different from 
that of the question of personal expenditure 
and the only reasonable way of "tackling the 
problem of direct taxation is to abolish Gift 
Tax a& such and substitute it by. an expendi­
ture tax. There shall be a tax on all expendi­
ture, expet~diture being defined broadly to be 
the difference between the income and savings 
of a year. 

The main report also suggests that gift tax 
should be imposed at rates appropriate to the 
cumulative total value of gifts made upto the 
end of the accounting year in question. I do 
not regard this device as any more reasonable 
than taxing expentliture on the basis of the 
cumulative total of expenditure over a period 
of years. A person's capacity to make gifts and 
to pay tax on gifts is not to be measured by 
tile amount of gifts made in the past any more 
than a man's capacity to pay inoome-tax .can 
be quantified by reference to the tax paid or 
income earned in the past. The mode of taxa­
tion suggested in the main report is basically 
unsound in my opinion. Apart from these gene­
ral considerations, the idea contained in the 
main report would necessarily involve the main­
tenance of running accounts of petty gifts in 
the way running account of depreciable assets 
is required to be maintained. This will add 
needlessly to the complexity of assessment pro­
ceedings. It is not worth the small additional 
revenue that might result therefrom. 

(13) Suggested relief in respect of expenditure 
on house rent 

(Para. 5.19) 

It seems to me that the suggestion made in the 
main report for granting relief in respect of 
house rent is based on equitable analogy, but 
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it need not be subject to the restriction that in 
order to be eligible for the concession the clai­
mant should not be a member of a Hindu un­
divided family which owns a house somewhere 
in India. The parallel concessional treatment in 
respect of an Individual's dwelling house (that 
is to say the restriction of its rental value to 
only 10 per cent of the individual's income) is 
not in any way affected by the fact that the in­
dividual's H.U.F. may be a separate owner of 
other dwelling houses. Why should the propos­
ed ·concessional allowance of house rent expen­
diture which is only an equitable extension of 
the analogy be denied simply because an indi­
vidual's H.U.F. may have some dwelling house 
somewhere else. I think this restriction is not 
called for and makes an invidious distinction. 
In any event, the scheme of the Income-tax Act 
does not relate a person's individual assessment 
to any feature of the assessment of the H.U.F. 
and I would not support the introduction of 
such a novel relationship for any purpose. Why 
should the fact that his family owns a house 
somewhere affect the individual's right to 
claim deduction in respect of house rent? I see 
no reason why a man should not be allowed to 
stay away from his over-crowded family house 
if by staying away he can occupy himself more 
usefully and profitably. To deny him the house 
rent allowance would be a needless restriction 
and complication which is not called for. 

(14) Section 10(14) of the Income-tax Act­
allowances of the nature of daily allow-
ance 

(Para. 5.20) 

I dissociate myself from the recommendation 
made in this paragraph. The matter appears to 
be much too petty to need the serious considera­
tion of the Income-tax Department. There are 
already. statutory rules made under the Income­
tax Act laying down the maximum amounts of 
daily allowance that may lYe allowed to 
employees. There are also fairly elaborate exe­
cutive instructions which the Board had issued 
in 1955, to define the scope and manner of scru­
tiny of claims for such allowances. In my opi­
nion the provisions of the statutory rules and 
the existing departmental instructions do not 
stand in need of amplification or amendment 
in tqe manner suggested in the main report. 

(15) Income from dwelling house 
(Para. 5 .27) 

The present sub-section (2) of section 23 of 
the Income-tax Act enables a property owner to 
claim self-occupation benefits in respect of two 
houses. In more precise terms, the benefit con­
sists of allowing a deduction from the net 
annual value of each of two houses to the ex­
tent of the excess of the annual value over 10 
per cent of the owner's income. Thus, if an 
owner has an income of Rs. 50,000 from all 
sources excluding dwellillJl; houses, and he also 



owns two dwelling houses of the ·actual annual 
value of say Rs. 12,000 each, the annual value 
of each of these two dwelling houses would be 
limited to Rs. 5,000 onl~. I fail to see why 
such extravagant concessions should be avail. 
able in respect of two dwelling houses. A per­
son having two dwelling houses must necessa­
rily belong to the more fortunate section of the 
community and I fail to see why the conces­
sional treatment given in respect of dwelling 
house should be available in respect of more 
than one dwelling house. This is, in my opi­
nion, an unjustifiable concession to the proper­
tied class and is not consistent with our avowed 
object of achieving socialist society. It should, 
therefore, be withdrawn; the special conces­
sional treatment for determining the income 
from dwelling house should be confined to only 
one dwelling house. If an assessee has more 
than one dwelling house, the extra houses must 
be valued as if they were houses intended to be 
let out. 

(16) Amortisation of certain preliminary ex­
penses 

(Para. 5.30) 

I do not agree with the recommendation 
made in thia paragraph as it is outside the 
Committee's terms of reference. To my know­
ledge, nobody who appeared before our Com­
mittee had urged the case, if any for allowing 
these concessions; neither was any question on 
the subject included in the Questionnaire. 

The amalgamation or merger of two or more . 
existing companies is an operation which is 
generally undertaken by financiers and other 
manipulators in the stock exchange. Can the 
expenditure incurred by them in their amalga­
mation efforts be regarded as having a bearing 
on the earriing of income? 

(17) Expenditure incurred on Income-tax 
Appeals, Revisions and References 

(Para. 5.31) · 

I entirely disagree with the recommendation 
made in this paragraph. If costs of appeals, re­
ferencc:s and revisions ar~ to be allowed, most 
of the assessees in the higher income brackets 
would be persuaded to go ·in for such appeals, 
etc. as the costs of such litigation would come 
mainly out of tax savings. That would also pro­
vide a . direct incentive to income·tax practi­
tioners and professional men to promote need­
less litigation in order to increase their earn· 
ings. :rtie proper course, in my opinion, is to 
amend the law specifically to empower Appel­
late Assistant Commissioners and Appellate Tri­
bunals to award costs to' assessees according to 
the results of their appeals. So far as High 
Court references are concerned, the courts al­
~eady :,tward costs to the successful assessee and 
no problem arises. · · 
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(18) Allowing.ded~ction·on .account of premium 
for sccurmg hfc annmty for businessmen, 
etc. 

(Para. 5.40) 

I am afraid I am unable to agree with this 
reco~mendation. On general grounds and more 
particularly for the reasons fully explained in 
paragraphs 129 to 132 of Prof. Kaldor's report 
I. am opposed .to liberalising .the scope of deduc~ 
t1ble . expenditure for busmess, profession or 
vocation. · 

(19) Agricultural Development Allowance-Sec­
- tion 35C of the Income-tax Act 

This allowance was introduced with effect 
from 29th February, 1968 apparently on the 
ground that agricultural development needs en­
courage!ll~nt. T~e proyision enables companies 
to subs1d1ze agr1cultunsts who produce certain 
raw materials which. they require. I understand 
that this provision is open to con1Siderab1e abuse 
and involves a subsidy out of income-tax reve­
nue towards agriculture the income from which 
is exempt from income-tax. There is, in my opi­
nion, no case for giving a deduction of l.20 
times the actual expenditure. 

(20) Professional income from foreign sources 
in certain msea-Section SORR 

(Para. 5.49) 

, I dissociate my self from this recommendation 
for the simple reason that the subject matter is 
entirely outside the scope of the reference. The 
question involved is one of state patronage of 
men of letters, painters, sculptors etc. and has 
nothing to do with the question' of equity or 

· taxpayers' morale or tax evasion. 

(21) Exemption from Wealth-tax in respect of 
self-occupied house property 

(Para. 5.50) 

It seems to me that the main report d,oes not 
deal with the issue involved herein in its pro­
per perspective. The first point is to appreciate 
the real· grounds behind tne apparently discri­
minatory exemption that has been given in res­
pect of house property. Originally, neither the 
Wealth-tax Act nor the Estate Du~ Act pro­
vided any exemption in respect of house pro­
perty. By virtue 'of amendments made in these 
two Acts through the Finance Act, 1964, exemp­
tions from wealth-tax and estate duty were 
given in respect of the value of a dwelling 
house, upto a limit of Rs. 1 lakh if the house 
was situated in an urban area, and without 
limit of value if the house was situated in a 
rural area (i.e. an area with a population of less 
than 1 0.000). The Finance Minister while refer­
ring to this concession in his Budget speech did 
not explain why he .was specially favouring pro­
perty owners and why the exemption shout~ be 



without limit of amount if the dwelling house 
was situated in a rural area. 

The conjecture that the reason behind the 
concession might have been to encourage in­
vestment in the construction of dwelling houses 
by owners is not valid for if it were w, the con­
cession would have been confined to future con­
structions ouly and that too for a limited period 
only. Secondly, the giving of the exemption 
without limit of value in respect of dwelling 
houses in rural localities made complete ·non­
sense of the conjecture-a fact which appears 
to have been realised later by Government. For 
we find that by a further amendment of the 
Wealth-tax Act made in 1970, the distinction 
between dwelling houses in rural and urban 
areas was done away with for wealth-tax pur­
poses and all dwellmg houses were to be ex­
empt upto a limit of value of Rs. I lakh only. 
Incidentally, the need to amend the :Estate 
Duty Act appears to have been overlooked. 

By a further amendment of the Wealth-tax 
Act made in 1971, the exemption under the 
Wealth-tax Act now applies to any house pro­
perty, whether used as a dwelling house or. not, 
upto a value of Rs. I lakh. The course of legis­
lation outlined above proves that the concession 
was conceived simply as a relief to property 
owners and was, therefore, highly discrimina­
tory. In my opinion, the corrective action for 
setting right this glaring anomaly would be to 
increase the exemption limit of Rs. It lakhs 
mentioned in sub-section (lA) of Section 5 of 
the Wealth-tax Act by Rs. I lakh and to pro­
vide that the enhanced limit of Rs. 2! lakhs 
would include also the exemption unaer sub­
clause (iv) of clause ( 1) of section 5 of the 
Wealth-tax Act. My suggestion in effect means 
that instead of givmg an exemption ·separately 
for house property and separately for all other 
kinds of investment it should be a combined 
exemption for Rs. 2! lakhs and the form of in­
vestment should be left to the assessee so how­
ever that the exempt investment in house pro­
perty would not exceed Rs. I lakh. 

The canon of equality in taxation should be 
~trictly observed as any flagrant departure from 
1t (as in the present case) would make it im­
possible to arouse the healthy indignation of 
the honest citizen against the tax evader. The 
existence of inequalities in taxation is bound 
to make the honest citizen regard both tax 
dodging and tax gathering cynically as games 
of skill in which no holds are barred on either 
side. I wish to point out that the action sug­
gested in para 5.51 of the main report docs not 
correct the inequality or anomafy. It merely 
enlarges the kinds of investments that may be 
made within the present exemption limit of 

1 Rs. I! lakhs, but it still enables the property 
o_wnc~ to get away with an additional exemp­
tion m respect of house property. 
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(22) Initial issue of equity capital of certain 
companies-Section 5(l)(xx) of the Wealth· 
Tax Act 

(Para. 5.55) 

In this paragraph a recommendation has been 
made to restore an exemption from wealth-tax: 
which was only very recently withdrawn by the 
I;inance (No. 2) Act, 1 !J71. I am afraid, we have 
no sufficient material on which a judgment can 
be expressed as to the desirability or otherwise 
pf restoring the concession. 

(23) National Development Fund 

(Para. 5.64) 

Although there il> not tl1e slightest doubt that 
the scheme for allowing as deductible the sav­
ings by way of contributions to the proposed 
National Development Fund would be a tre­
mendous success, I do not support it for the 
simple reason that the term ssuggested in the 
report appear to me to be far too extravagant 
from the point of view of the Exchequer. 
Assuming that the highest slab rate of income­
tax in future would be, say, only 75 per cent 
for incomes above Rs. 70,000, a person with a 
taxahle income of Rs. 1 lakh rnaling a 7 year 
deposit of Rs. 10,000 in the proposed Fund 
would immediately secure a rebate of income­
tax amounting to Rs. 3,750. In effect, he would 
be investing only Rs. 6,250 out of his pocket, 
and he would be earning taxable interest of 
Rs. 450 per annum which works out at 7.2 per 
cent. on his net investment, for a period of 7 
years, and at the end of the period he would 
get repayment of the principal amount invest­
ed by h1m, together with a lumpsum bonus of 
Rs. 3,7!i0. The effective net rate of interest 
would be about 14 per cent. per annum! 

(24) Tax Incentives for Doctors in Rural Areas 

(Para. 5.69) 

I dissociate myself from this recommendation 
as I feel that the prorer way to encourage doc· 
tors to work in rura areas is by the grant of 
direct subsidy from the Public Health budget 
rather than by the grant of income-tax exemp­
tion. If the reason why doctors do not practise 
in rural areas is that the rewards or incomes are 
not high, then there is no meaning in _propos­
ing that there would be exemptions of mcome­
tax on non-existent or insignificant income. 

(25) Incentives to companies for indwtrialisa­
tion of backward areas 

(Para. 5.70) 

I do not support this recommendation for 
the reason that I do not see any financial, eco­
nomic or commercial nexus between a back'­
ward rural area and the rate of depreciation 
of wasting assets. Moreover, the need in back- · 
ward areas is more for labour-intensive indus-



tries than for capital-intensive industries, while 
the recommendation made in this paragraph is 
directed towar'ds capital-intensive industries. 

(26) Investment ll"eserve scheme for companies 

(Para. 5.78) 

I do not support the recommendation con­
tained .in this paragraph for the simple rea­
son that the terms for 'encouraging' the estab­
lishment of such a fund are too extravagant by 
any standard. Even assumin~ that in future the 
income-tax rate on compames would be as low 
as 50 per cent only, a company with an income 
of over Rs. 10 lakhs and investing Rs. I lakh 
in the proposed fund would in effect be invest­
ing only Rs. 50,000 net and earning interest of 
Rs. 6,000 a· year. The effective interest rate 
would thus be 12 per cent and at the end, of 
5 years the depositor company would receive a 
further bonus of Rs. 50,000 I The e:ffective net 
rate of interest would be about 32 per cent per 
annum! 

(27) Incentive for increasing productivity 

(Para. 5.80) 

I do not support this recommendation be­
cause the impfementation of the suggested re­
bate would require an elaborate technical 
assessment of the degree of productivity in re­
lation to the utilisation of installed capacity. 
No Income-tax Officer can be expected to be 
able to make an assessment with any degree of 
confidence and for this reason I do not support 
this recommendation. 

(28) Tax exemption for distributed profits of 
companies 

(Para. 5.83) 

I do not agree With this recommendation. 

(29) Suggested deletion of Section 104 of In­
come-tax Act, 1961 

(Para. 5.84) 

I do not agree with this recommendation. 

(30) Reduction in company rate of lnoome-tax 

(Paras. 5.85 to 5.87) 

The suggested reduction in the rates of com· 
panY' tax does not have any relevance to our 
terms of reference. I dissent from the recom­
mendations made in these paragraphs as I do 
not find sufficient justification for 1educing tax 
on corporations. 

(31) Surtax on companies 

(Para. 5.88) 

I do not think that it is correct to say that 
company surtax is necessarily a tax on efficiency. 
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The surtax applies only to the larger companies 
· that make h1gher rates of profits. These high 
rates of profit might be due not so much to 
efficient use of capital as to advantages conse­
quent on monopofy conditions absence of com­
petition, conditions of the do:Uestic market or 
other protective policies of Government. I, 
therefore, do not agree with the recommenda­
tion to abolish the surtax on companies. 

(32) A Proposed Capital Levy on Companies 

(Para. 5.89) 

The implication of a capital tax on companies 
at the rate of 1 per cent. of the capital is that 
immediately the public sector companies would 
be saddled with an additional impost of Rs. 35 
crores. As everybody knows, the capital outlay 
on public. sector undertakings has necessarily got 
to be larger than in the private sector. This is 
because a public sector undertaking is required 
to provide amenities to staff on a scale much 
more generous than can be expected from the 
private sector. The public sector enterprises have 
to keep before them more prominently the crite­
rion of service to. the public rather than the 
desire for extra profits. Indeed, according to 
classical economic theory, the products of public 
sector enterprise are to be priced practically at 
cost so that tlte effect of the proposed capital 
levy would be only to add to the cost of the 
products of the public sector enterprises. In other 
words, this would be a tax which has to be col­
lected from the large body of consumers. It is, 
therefore, open to substantial objections in 
principle and I am opposed to it. 

(33) Tax Administration-General 

This chapter in the main report contains 
many detailed recommendations about reorga­
nization of certain cadres, creation of certain 
posts and so on. There are also detailed recom­
mendations regarding the quantum of special 
pay to be given to officers holding certain parti­
cular posts such as Directors of Inspections, 
Deputy Directors of Inspection and ~ssistant 
Directors of Inspection. It seems to me that 
while there may be a case for an upward revi­
sion of these allowances, it is impossible for 
this Committee to consider these questions with 
any degree of precision except as part of a 
general review of the pay scales and emolu­
ments of the Services in general. I have no 
doubt that these matters will engage the atten­
tion of the Pay Commission. 

(34) Criterion for Promotiom 

(Paras 6.53 to 6.55) 

I wish to record a word of caution about the 
very categorical recommendation made in para. 
6.55 and at various other places in the main 
report to the effect that merit and merit alm1e 
should be the criterion for appointment to 



higher posts. The truth of the J&atter is that 
the assessment of merit is neither easy nor 
definite nor predictallle. It is a subjective pro­
cess and liallle to fluctuate from person to 
person. The abstntct principle et11Liodied in the 
Committee's recommend01tion is not ea.y of 
practical implement~tion. My own experience 
is that every promotiOn by the process of pure 
srlection as it is called is l$enera11y looked upon 
Lly the cadres with suspicwn in actual practice 
and even with the best of intentions such selec­
tions have sometimes been found to be disas­
trously erroneous. As the Handbook of Civil 
Service Laws and l'ractices of the U.N. points 
out, it is also in the interest of the state that 
it ha\'c a civil service which accepts the integ· 
rit y and accuracy of the selections and that in 
general, the staff are reassured when the pro­
motion Ll)' pure selection of merit is minimased. 
In the same publication it is stated that "any 
promotion system or differential incremental 
system re11uires as a pre-condition of accepta­
bility an accurate staff assessment or notation 
system . . . . . A state's assessment of the ac· 
turacy of its notation system should decide how 
far it should use the ·system to advance effici­
ency, how frequent should be the promotion 
hazards which are decided by it and how ela­
borate a structure it can provade. If it finds that 
assessments are unreliable in fact or in general 
repute, their use to decide career incidents 
should be minimized." 

(35) Taxpayer to Revise Estimate for Payment 
of Advance Tax 

(Para. 6.119) 
The suggestion for confinin~ the application 

of section 212(3A) to compames only doca not 
seem to be justified. If a non-company assessee 
has the right to make a downward revision of 
his advance tax payment on the basis of his 
own estimate of current year's income, it stands 
to reason that he should also be under an obli­
gation to make an upward revision on the basis 
of the same estimate. The present law requires 
that if the estimate of current year's income 
would result in the upward revision of the 
amount of advance tax by more than 33-l/~ 
per cent of what was demanded of him, he should 
himself pay the extra amount of advance tax. 
The percentage is sufficiently high and I ace no 
reason why any class of assessees should be 
exempted from its operation. The suggestion 
for reducing the margin from ~3-1 /~ per cent 
to 25 per cent is also needlessly harsh. I ~o n<?t, 
therefore, agree with the recommendation Ill 

this paragraph. 

(36) Interest on Delayed Refunds 
(Para. 6.145) 

There i~ general complaint that refund vou· 
chers actually reach th.e refundees a considerable 
time, sometime~ a• much as 3 or 4 months, after 
the issue of the orders for refund in the Income-

tilx Office files. I am strongly of the opinion 
that with a view to enforcing the expeditious 
despatch of refund vouchers the law should 
provide for payment of interest at least upto 
tile end ef tlte sec,.d JRoatla iaaediately pre­
ceding tbe date of "elivery ef the refund vou· 
cher or cheque. Thia would 'ive the Income-tax 
Department ample time within which to en­
sure the despatch of the refund voucher oc 
cheque. It is only when the State suffers from 
a financial detriment as a result of the dilatory 
tactics of its officers that the matter receives the 
notice of administrative and disciplinary autho­
rities. I am, therefore, unable to agree that no 
interest need be paid to refundee on account of 
debys in the delivery of refund vouchers. I 
have also heard it say that sometimes the dates 
mentioned in the refund vouchers are not cor· 
rect at all. 

(37) AllliCssces' RepreliCntativcs 
(Para. 6.160) 

The suggestion that nobody other than char· 
tered aa:ountants and lawyers be permitted to 
repreaent asseasees before Income-tax authorities 
is intended quite obviously to reaerve a field 
of employment exclusively for these two privj.. 
leged clauea. I do not support the recommenda· 
tion. At present, the law prescribes qualifications 
for persons who are des1rous of bemg enrolled 
as Income-tax pra :titioners and these qualifica­
tions seem to me to be quite adequate. Apart 
from the general objection to any measures cal· 
culated to restrain anybody from the free pur 
suit of any vocation or trade, it should be borne 
in mind that there is a definite advantage in 
having the income-tax practice thrown open to 
practitionen other than lawyers and chartered 
accountanu. Commissioners of Income-tax have 
actually greater and more direct control over 
the conduct and behaviour of Income-tax prac­
titioners than they have over chartered ac­
countants or lawyers. It is, therefore, very much 
to the advantage of the Income-tax Department 
that a~ many qualified people as posaible are 
encouraged to take to income-tax practicu, aub­
ject of course to their possessing the necessary 
minimum qualifications. Making income-tax 
practice the narrow preserve of certain vested 
mterests will also have the effect of making the 
cost of representation in income-tax proceeding• 
needlessly high. 

(~8) Restriction on Ex-Employees of the Income­
tax Department 

(Para. 6.1Gl) 
I consider that the existing restrictions on 

ex-officers of the Income-tax Department from 
practising as Income-tax consuftanu for two 
years after they ceased to be officers of the 
Departmellt is just and proper and is in the 
public interest. The arguments in favour of the 
pre~ent restrictions are well-known and fleed 
no recapitulation here. 



(89) J.llantting and Programming 

(Para. 6.166) 

The recommendation made in this paragraph 
is o£ a very general nature but contains a spe­
cific suggestion for the creation of a flew cell. It 
is impossible for me to be quite certain that 
the existing staff is incapable of undertaking 
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this work. I, therefore, dissociate myself from 
this specific recommendation. 

(40) Advance Rulings 
(Paras. 6.179 and 6.180) 

I am opposed to the idea of providing ad­
vance rulings on hypothetical cases. 

P. C. PADHJ 



(1) Magnitude of Black .Money 

If the "parallel economy" poses a serious 
threat to the stability and growth of the offi­
cial economy, surely it stems from the fact that 
the magnitude of "black money" is large and 
rigged deals are g_rowing in volume and com~le­
xity at an alarmmg rate. Apart from the w1de 
ramifiCations of the "parallel economy", one 
might also be alive to the fact that "black in­
comes" are accentuating the inequalities of in­
come and wealth and breeding a new class of 
"black'' rich in a society which is already harsh­
ly stratified. The inequalities are no longer be­
low the surface. The conspicuous consumption 
of the new "black" rich, their vulgar displays of 
pomp and opulence, their unlimited accessibility 
to finance, their nest-eggs in various places and 
countries, their influence in important places, 
all these are now common knowledge. In a 
situation like this, any attempt at quantifying 
"black money" should be an attempt at putting 
the problem in a proper perspective. 

v 

Such an exercise, apart from presenting the 
problem in its correct perspective, could also 
help in the endeavour to seck solutions which 
arc neither unfair nor harsh. One might also 
realise that if the problem is presented in a 
form which would tend to understate the magni­
tude of "black" deals and "black." incomes, one 
might virtually, though unwittingly perhaps, be 
letting the honest taxpayers and other honest 
elements in society shoulder the full burden of 
an unspecified "parallel economy". In a sense, 
the tax-paying public is really paying higher 
~nd higher taxes because a section of the public 
1s paying none or none on an ever increasing 
proportion of the growing incomes. So, while 
the tax-paying public finds its own incomes 
falling, the non-tax-paying public is having a 
free run of swelling concealed incomes, thereby 
adding a new dimension to the problem of in­
equality of income and wealth. A certain 
amount of confusion is caused because "black. 
money" is viewed by some as nothing else but 
stock in existence at a particular point of time. 
When we talk of "black money" we essentially 
refer to the process of generating and absorbing 
:'black income." This process involves the mak.­
mg of unrecorded income gains of generating 
secret incomes through concealed operations or 
throu~h half-concealed operations, and of mani­
pulations and deals involving or generating 
secret incomes. The complexity has certainly ! 
rown over the yean to an extent where the)' 
parallel economy" has, in certain areas, par- 1 

t1ally swamped the official economy. 
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By the very definition of "black income", there I 
arc no reliable or verifiable data on this subject. 
Any exercise in this field will, therefore, involve . 
some imponderables and assumptions. The 
justification for making an exercise in such cir­
cumstances arises from the fact that there is a 
certain amount of loose thinking, and there may 
be a tendency either to under-state or over-state 
the magnitude of the problem. The magnitude 
of the tax-evaded income or "black." income is, 
I think, underestimated in the main report.)J 
This is so mainly because of the arbitrary as-. I 
sumptions behind them. The estimates would 
change if the assumptions and arbitrary multi­
pliers changed. 

My exercise which is based on a detailed 
analysis of expenditure statistics for the diffe­
rent sectors of the economy would seem to \ 
scggest that the tax-evaded income in 1961-62 
was of the order of Rs. 1.150 crores, as compared 
to the estimate of Rs. 811 crores mentioned in 
para 2.17 of the main report. For 1965-66 my 
estimate of "black. income" is of the order of 
Rs. 2.350 crores as against Rs. 1,216 crores men-,1 
tioned in the report. It is not my claim that my ,i ' 
estimates are a&solutely accurate, but I think. 
they probably approximate more to the reali­
ties. Estimates of black. income sector-wise are 
given below in respect of the year 1965-66: 

Industrial sector Rs. 677 crores 
Trade, transport, etc. 

Construction 
Films, professions and 

other services 

Rs. 975 crores 
Rs. 262 crores 

Rs. 439 crores 

The proportion of income generated has been 
derived from a detailed analysis of the expen­
diture data and the total net value added by 
each sector of the economy. Incomes generated 
by way of salaries have been sifted and so also 
other unconnected data. The statistical data for 
this purpose have bee!J obtained from various 
sources, including the Reserve Bank the Na­
tional Building Organisation, State 'Transport 
undertaking<~. the public sector bodies and The 
Eccmomic Times Research Bureau etc. An 
attempt has been made to demarcate the non­
salary incomes generated in each individual 
sector and the salary incomes within each group. 
Since detailed income-tax assessment data were 
~vailable only in respect of incomes originating 
1n 1961-62, assessments of non-salary income for 
subsequent years were estimated on the basis of 
data for the earlier yean by applying the aver. 
age compound growth rate recorded in the in­
come generation for the relevant year. 



To this set of data one could apply the re­
gression techniques which give the relation bet­
ween the domestic product at factor cost and 
the income evaded in the following form : 
(income evaded) = -12+0.09833y, where y is 
the net domestic product at factor cost. On this 
basis, the projected estimates of black income 
for 1968-69 and 1969-70 would seem to be 
Rs. 2,833 crores and Rs. 3,080 crores respectively. 

In the manner in which the professioh has 
developed, the role of the auditors has obviously 
come under a cloud. Some auditors have set 

' themselves up as management consultants, 
directors, businessmen, income tax experts (sic)! 
They seem to do almost ·everything else other 
than searching audit. There can be no doubt 
that when an auditor starts to sell management 
and "other" advice and offers various unspecified 
services, he immediately compromises his ob-

It would seem that the compound rate of jectivity. Virtually one ends up with a situation 
growth of "black income" was of the order of where the company that ha~ purchased the 
13 per cent. per annum at current prices where- "services" of the auditors ii. various forms 
as the compound rate of growth of national follows the recommendations ot Its own auditor 
income for the same period was 11 per cent. per consultant leaving little 'else for "audit". In 
annum. These figures conform broadly to the some cases at least it would mean that the au-
estimates which I have arrived at by another ditors concerned are being asked to pass on their 
method. But I should like to emphasise once own firm's "other work". And these instances 
again that these are very rough estimates and are by no means small. A study of 501 com-
are perhaps in the nature of an intelligent guess panics showed that payments to auditors for 
made on the basis of inadequate direct statis- services other than auditing were as high as 60 
tical material. It may be impossible to substan- to 65 per cent of the total payment made to 
tiate all the calculations. Also I have assumea ~he auditors by these companies. There are also 
that the entire non-salary non-assessed incomes cases where travelling and other allowances 
generated in a whole field covering mining, which are usually reserved for salaried em-
quarrying, industry, trade, transport, hotel, ployees) are paid to auditors. . 
electricity, construction, communications. etc., 
to be equal to the evaded income. This assump- Difficulties arise because the precise role of 
tion may be questionable, but I preferred to the auditor has not been defined. The Company 
work on this basis because incomes which may law is vague on this subject, and there is very 
fall below the exemption limits (in the stricter little in the existing legal framework to safe-
sense of the term) may. in the context of the guard either the independence of the auditor 
growth of the economy, not be large enough. or the interest of the shareholders, the public 
Besides, incomes below the limits would in any and the exchequer. The independence of the 
case be smaller than the incomes above the auditor is essential also for the orderly develop-
exemption limits. Actually the estimates of ment of trade and industry. It is not enough 
.black income may have to be marked UP. by for the auditor or his institute or council to 

!bout Rs. 200 crores if one, took into account claim independence on behalf of the profession. 
he leakage of foreign currency incomes and Independence of the auditors must be seen to 
urreptitious foreign income transfers. exist, and must be seen in practice. It is, there-

(2) Reform of Audit System and Profession 

We have made in the main report a number 
of proposals which visualise compulsory audit 
of accounts on the assumptio'n that audited ac- . 
counts will assist the Income Tax Department 
in making speedy assessment. In my view the 
assumption is valid only if the scope and nature 
rf audit are also changed. Over the years audi­
,ors have tended to certify financial statements 
withol!t making a satisfactory audit assessment 
or even without verifying the authenticity of 
accounts. One wonders if black income would 
have proliferated the way it has if the auditing 
profession had discharged its functions objec­
tively and in keeping with the high traditions 
of independent audit. Frequently, auditors have 
te,nded to regard audit as merely a financial 
obligation to certify accounts which are sup­
posed to have been examined by them. And 
these are usually signed with a qualification that 
absolves auditors of all responsibilities for certi­
fying financial jugglery, black money manipula­
tions, inventory and other irregularities. 

fore, very essential for the Government, I think, 
to define the role of the auditor and free him 
from any obligations to his client and avoid 
the development of a situation which might mar 
his independence, objectivity and sense of res­
ponsibility. If there is any doubt about the 
mdependence, the integrity and the objectivity 
of the auditor or of the profession we may 
well see the emergence of a movement challeng­
ing the validity of balance sheets, audit certifi­
cates and even the credentials of auditors. 
Balance ·sheets may no longer be accepted by 
shareholders and gradually by other authorities 
as a true index of the state of affairs of a busi­
ness enterprise. There may even be a feeling 
that when the auditor has other interests in the 
company, or other incomes from the company, 
he may tend to concea~ things iru his own inte­
rest. 

Even for purposes of income tax assessment 
or rectitude of business and high standards of 
management, it is illlportant that the public is 
told about the correctness of inventory valua­
tion, of depreciation provisions and other im-
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portant maters of business and. profession. The 
multi-relationship developed by the auditors 
with their clients ends to dim the strictly pro­
fessional role of auditors and their indepen­
dence. 

Against this background, I thought I might 
put forward the following proposals. These I 
consider are significant in the battle against the 
evil of black income. In order to ensure the 
evolutio_n of an independent aadit system, the 
economic dependence of auditors upon a cer­
tain small group of clients should also be 
broken. 

(i) Auditors should not be allowed to render 
any service other than the professional service 
of auditing. Those auditors who prefer to render 
"other services" should not be allowed to take 
up audit work. The idea is to develop a corps 
of audit firms exclusively doing audit work on 
the lines of specialised legal and medical ser­
vices. 

(ii) No auditor should be allowed any posi­
tion on the board of directors of any company 
so long as he continues to be a professional 
auditor. Any auditor who prefers to be a direc­
tor of a company or engage himself in tax con­
sultancy work, system design or any other simi­
lar work should be debarred from audit work. 

(iii) Any complaint on the accuracy of audit 
made by 10 per cent of the shareholders (present 
and voting) at a general body meeting should 
?e co~pu_lsorily followed up by an independent 
mvesugatwn. 

NEW DELHI 

24th December, 1971. 

(iv) In order to reduce concentration of audit 
business among selected firms a system of rota­
tion should be followed whereby no audit firm 
is allowed to audit the accounts of the same 
client for more than three years. 

(v) As a general rule a supervisory audit 
should be undertaken every three years by an 
audit firm other than the OFle contractually em­
ployed as' auditor of a particular company. The 
suprervisory audit should be done by an auditor 
nominated by the Comptroller and Auditor 
General of India. 

(vi) The Company Law should be amended 
to define the role of the auditor and to set up 
a Private Accounts Committee. This committee 
should comprise of independent economic tech­
nical management and accountancy experts and 
should assist the Comptroller and Auditor 
General to ensure that high standards are main­
tained in supervisory audit and also to act as 
a watch-dog of business operations involving an 
annual turnover of Rs. 1 crore and above. 

(3) Other Topics 

I am opposed to the proposal in the main 
report for a1lowing donations to political parties 
as a deduction for purposes of income tax (para 
2.59-2.61). . 

I also think that the proposed abolition of 
tax on registered firms (para 343 is ill-advised~ 
ill-conceived and unjustified. 

. On both these matters I fully endorse the 
VIew expressed by my colleague . Shri Padhi in 
his minute of dissent. ' 

D. K. RANGNEKAR 

252 



APPENDICES 



APPENDIX I 

QUESTIONNAIRE 

1.-Blaek Money aad Tax Evasion 

I. What is your estimate of the amount of 
black money or unaccounted money which is 
currently in circulation in the country? Please 
give basis for your e&timate. 

2. (a) What, accortling to you, are the causes 
which lead to the creation and proliferation of 
such money? 

(b) What,· according to you, are the avenues 
in which the black money is channelised? 

3. What concrete measuret would you sug­
gest far unearthing such black or unaccounted 
money and for preventing its further prolifera­
tion? 

4. What is your e&timate of the extent of 
evasion in the sphere of direct taxes -every yoar 
in our country? Please give briefly tb.e basis of 
your estimate. 

5. Do you agree with the view that tax eva­
sion is practised by persons in all income groups, 
or do you think that tax evasion rises in pro­
portion to the increase in income? 

6. What measures, legal and administrative, 
would you suggest for tacklinr; the P.roblem of 
tax evasion? 

7. Do you think that the complexities of the 
tax laws are a major factOr leading to tax 
evasion? If so, what ara your su~gestions in this 
behalf? 

8. About the rates of taxation and their bear­
ing on tax evasion, two views have been express­
ed: (i) that tax avasiou is not dependent on 
the rates of taxation; and (ii) that tax evasion 
increases with the increase in the rateJ of taxa­
tion. What ia your reading of the situation? If 
you think that high tax rates lead to evasion, 
what is the m;Qcimum marginal rate of personal 
taxation that you would suggest and the income­
level at which it should be reached? 

9. (a) It is said that controls imposed by the 
Government in respect of different commodities 
have also leli to tax evasien. De you agcee with 
this view uti if so, what are your SU!!estions 
in this behalf? 

(b) It is said that it is primarily with a view 
to evade other Central and State levies that the 
businessmen suppress their business transactions 
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and that it is only incidentally that they pay 
less income-tax. Do you agree with this view? 
If so, which particular levies you have in view 
and what changes would you like to suggest? 

10. (a) It is said that in the film industry a 
lot of 'on money' is taken by the artistes and 
this practice leads to a chain reaction in the 
case of producers, financiers, exhibitors, etc. Do 
you agree? If so, what measures would you 
suggest for combating this in the context of tax 
evasion? 

(b) It is sometimes argued that the short span 
of their working life is one of the contributory 
factors to tax evasion by cine artistes. What are 
your views in this regard? If you agree with this 
view, what suggP.stions would you like to make? 

11. It is said that over-invoicing and under­
invoicing is done on a large scale in import/ex­
port business. Do you agree? If so, what sug­
gestions would you like to make to combat 
this in the context of tax evasion? 

12. It is reported that hundi loans have been 
a source of providing an outlet for concealed 
income and black money. What measures, legal 
or administrative, would you like to suggest in 
this behalf? 

13. It is said that there is considerable tax 
evasion by the manufacturing and mining con­
cerns. If so, what methods are adopted by them 
for such evasion? What measures do you sug­
gest to combat it? 

14. It has been stated that doctors, lawyers, 
architects and other professional men do not 
disclose their incomes m full. Do you agree with 
this view and if so, what measures would you 
suggest to ensure proper declaration of income 
by them? 

15. It is said to be a common practice among 
the contractors to obtain contracts in 'benami' 
names. Moreover, large expenditure is said to 
be claimed as payments to sub-contractors, sup­
pliers and workmen who are either non-exis­
tent or are dummies. Do you agree and if so, 
what measures would you suggest to curb this 
evil of 'benami' bidding and bogus payments? 

16. It is reported that in certain types of 
businesses such as film production or construc­
tion contracts, secret and unaccounted payments 
are made and these are sought to be covered 
or camouflaged' by claiming bo~us payments to 



some other parties. It has been suggested that 
a statutory obligation to maintain payments 
register open to inspection or examination aL 
any time by the Income-tax Department may 
curb this practice. What are your views in· this 
regard? 

17. It has been stated that bogus expens'es 
are debited to cover up the payment of illegal 
rebates in the General Insurance business and 
at times black money is utilised for payment of 
such rebates. Would you favour the suggestiolll 
that the payment of rebates should be legalised 
to curb such proliferation of black money? 

18. Would you suggest that as a measure to 
curb evasion, agricultural income should also 
be included in the .total: income for purposes 
of income-tax? Would you, in the alternative, 
suggest that agricultural income may be in­
cluded in the total income only for determin­
ing the rate of tax .to be applied to the nonr 
agricultural income liable to tax under the 
Income-tax Act? Even if agricultural income is 
not to be taken into account for rate purposes, 
should it not be declared annually and be .sub. 
ject to check for purposes of record? 

19. (a) Do you c~msider .that. reasonable ce_il­
ings on cash h~ldmgs (cash m hand _as d~s­
tinct from cash m bank) would be feastble m 
respect of persons who do not maintain regu­
lar books of account, and in other cases of cash 
holdings not accounted .for in the books? Do 
you think that a provision for confiscation of 
cash, if detected•, in excess of the exempted 
limit, would be a step in the right direction? 

(b) Do you think it would help if provision 
is made for a statutory declaration of cash 
balances held in excess of sp'ecified limits, on 
specified dates, say 30th June anct 31st Decem­
ber? 

20. Under the IndiaiJJ Stamp Act, 1899, the 
TJlaximum penal_ty imposable for un~r-~lu­
ation..of properties for purposes of regtstrauon 
is a fine not exceeding Rs. 5,000. It has been 
sugges~ed that this fine is inadequate. ?n t~e 
present-day circumstooces and the prov!Slons m 
this behalf n'eed to be made more stringent by 

· making such under-valuatioiJJ punishable w!th 
a fine of a higher amount commensurate wtth 
the extent of under-valuation and rigorous Im­
prisonment not exceeding two years. What are 
your views in this behalf? 

21. (a) A suggestion has b'een made that to 
curb the practice of under-statem.ent of the 
consideration for transfer of properties and part 
of the real consideration passing in unaccount-

. ed money, the law should _provi~e ~n option to 
the Govemm•ent to acqmre, Wtthm a reason­
able period, such properties. from the ~rans­
fcree at a price which may be somewhat htgher 
than the disclosed consideration. What are your 
views and 'suggestions in this regard? 
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(b) Should some similar provmon be made 
to cover cases where cost of construction is 
under-stated? 

(c) Have you any suggestions to make for 
drawing up a standard format for the valuation 
of various assets so that the methods and basis 
of valuation could be rationalised? 

(d) Do you think it would help if a Valu­
ation Department were to ·be established for 
the valuation of properties for proper assess­
ments being made unaer the various direct tax 
laws? What are your suggestions regarding the 
composition of such a DeJ?artment and whether 
it should also include an mdependent appellate 
authority? 

22. Would you agree .that· prohibition of blank 
transfers of shares would curb .th'e opportunity 
for tax evasion? Have you any suggestions to 
make in this behalf? 

23. Do you think that a more vigor~us policy 
regarding criminal prosecution would help in 
curbing tax evasion? 

24. Do you think that determination of pen­
alties with reference to the income concealed 
and not .tax sought to be evaded results in in. 
equity and acts harshly on small tax-payers? If 
penalties were to be prescribed with reference 
to the tax sought to be evaded, what percentage 
of tax would you suggest for the minimum and 
the maximum penalties so as .to make them 
effective and adequately deterrent? 

25. Do you think it would help in curbing 
tax evasion if a provision is made whereunder 
an assessee is not 'entitled to claim investments 
out of intangible additions made in the assess­
mei;J.ts of the .earlier years, and be liable to ap­
propriate penalties if h'e does so? 

26. It . has been suggested that persons who 
evade tax systematically introduce th'e _black 
money in the ~ccoun_t books after .t~e exp_try ~f 
the period of hmitat·IOn. Do you .tht!lk ~Ius. evtl 
can be checked if the bar of lmttatlon ts hfted 
in respect of frau!f cases? 

27, .There is a provision under the Income­
tax Act that unexplained investment and un­
explained money, bullion, jewellery or ot~er 
valuable articl'es may be deemed to be the tn.­
oome of the assessee. It has been suggested that 
when the source of expenditure incurred, ~ut 
not recorded in the books of account, remams 

· unexplained, such exJ?'enditure may likewise 
be deemed to be the mcome of the assessee. 
What are your views in this regard? 

28. (a) Do you consider that the disclosure 
schemes announced by the Govemme~t from 
time to time have given ris~ to the behef that 
evasion may be condoned 111 f\tture also? Or, 



would you favour another scheme· of general 
amnesty for declaration of black money being 
announced by the Government? If you are of 
th·e latter view, please indicate the lines on 
which you wouldi 1ike the scheme to be formu­
lated to make it really effective. 

(b) Would you, as an alternative, like a sta­
tutory machinery at a fairly high level to b'e 
provided for settlement of cases of tax evasion? 

29. It has been suggested that black money 
floating in India could be canalised into social 
and desirable fields of activity by giving immu­
nity from rendering any explanation about 
sources of in.vestment therein. Such desirable 
fields of activity couldi be the building of water 
works, roads, bridges in rural areas, which may 
b·e thrown open to priva~e initiative and en­
terprise, and the constructiOn of tenements for 
slum dwellers in the cities. What are your com­
ments on this suggestion? Do you think it is a 
desirable thing to permit use of black mon'ey 
in this manner in field'S in which investment 
would otherwise not be readily forthcoming? 
Do you think such schemes woul!jl attract in­
vestment of black money, even though there 
may not be any return on ~uch investment? 

30. It is often suggested that a .big deterrent 
to tax evasion is arousing social conscience 
against it. What are your views .in the matter 
and what measures woulcL you suggest in this 
direction? 

II-Tax Avoidance 
31. It is said that, apart from evasion, pro­

per payment of taxes is being avoided or reduced 
through the device of legal avoidance, i.e. bY 
taking advantage of th'e provisions in law. If 
you agree with this view, what, according to 
you, are the various legal devices, which are 
being adopted for substantial avoidiance or re­
duction of tax liability? What measures would 
you suggest to prevent such avoidance? 

32. It has been stated that the Income-tax law 
provides for differential treatment to various 
types of incomes and this lead'S to attempts at 
tax avoidance. Would you favour the sugges­
tion that all types of incomings, which atfer all 
add to the economic power of the recipient, 
should be brought to tax at the normal rates? 

33. Do you think the preferential treatment 
given to capital receipts be done away with 
and that capital gains be assessed in; the same 
manner as revenue gains, or at least that the 
distinction between short-term capital gains and 
long-term capital gains shouldJ disappear? 

34. Do you think that the. provision relating 
to the exemption of receipts of a casual and 
non-recurring nature results in considerable 
tax avoidance? If so, what change in1 the law 
would you suggest? 

35. (a) Do you think that the amendments 
made through the Finance Act, 1970 to tighten 
up the exemptions, hitherto available to trusts, 
would adequately plug the leakage of tax reve­
nue through the formation of trusts? If not, 
what other measures would you suggest with re­
gard to trusts? 

(b) Do you have any suggestions to make 
about amendment to the tax laws which, while 
ensuring that tax is, not avoided through the 
legal device of formation of trusts, would take 
care that genuine trusts, in particular public 
trusts, are not put to hardship ? 

36. Do you think that tax is beh1g substan­
tially avoided by converting separate properties 
into Hindu undivided ,family properties or by 
effecting partitions of · Hindu undivided fami­
lies-particularly partial partition? If so, what 
change in the law would you suggest? 

37. Do you think that tax liability is similar­
ly being avoided· or reduced by formation of re­
gistered firms by including dummy or benami 
partners and minor children of persons who 
are not themselves partners in those firms? If 
so, what changes in law would you sugge~t? 

38. Do you think that the device of sub-part­
nership is being used to distribute income. in 
more hands with a view to reduce proper tax 
liability? If so what suggestions would you like 
to make in this behalf? · 

39. It has been· said that legal avoidance of 
tax is being practised on a large scale by ~ivert­
ing part of the income through the. de':~~ of 
giving substantial salaries, fees, co~tsstons, 
etc., to wife, children and close relatives, and 
also by creating separate nucleus for each one 
on the occasion of birth, marriage.J etc. Do you 
agree with this view? If so, what are your sug­
gestions to stop tax avoidance through these 
devices? 

40. Do you agree with th~ su&"gestion. ~at in­
stead of the individual, the family conststmg of 
husband, wife and minor children should be 
treated as the unit of assessment? If you·agree-

(i) what tax base would you mggest for 
.such a family? 

(ii) would you suggest . any need-based 
allowances or deductions? 

(iii) what safeguards would you suggest to 
ensure that no hardship is caused in 
cases of genuine and independent earn­
ings by members of such a family? 

41. Would you 'favour the suggestion that: 

'(a) the concept of Hindu undivided family 
as a unit of assessment be given up 
find in,stead (lach coparcener fmeiilbef 



(b) 
I 

be assessed separately; along with his 
wife and minor children; -

Or • 
the Hindu undivided family may conti­
nue as a unit of assessment but after 
its income has been computed, the 

· same may be apportioned for. assess­
ment among the coparcenersfmem­
bers and where a share is given to the 
spouse and the minor children of a co­
parcener fmember, the same may be 
clubbed with hisfher income. 
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Which of the above two alternatives would 
you prefer? Please give reasons for 
your choice. 

Or 
Have you any other alternative to suggest? 

42. (a) What has been your experience lately 
about the extent of tax avoidance by closely­
held companies through the device of non-decla­
ration of dividends falling within the purview 
of Section I 04 of the Income-tax Act? Have the 
orders applying the provisions of Section 104 in 
appropriate cases generally been upheld by the 
higher courts? What changes would you sug­
gest to make this provision work more effective-
~? .. . 

. (b) !t is said tQ.at il). view of the exemption 
in favour of industrial companies, Section 104 
has now very limited application and this pro­
vision should be deleted from the Income-tax 
Act. Do you agree? If not, please give reasons. 

43. It is said that business houses controlling 
a gro1,1p o~ companies a~;e often able to reduce 
their tax liability by :n;~anipulating results from 
dealings il). shares of th~ companies controlled 
by t,hem. What are your views in this regard? 
Tq p~ev~t avoid,ahce of tax by tQ.,i,s method, 
would you suggest: that the result of dealings in 
shares should be treated in a: manner analogo\ls 
to speculation? 

4{ How do you ~eact tp the suggesion that 
statutory deduction on account of repairs in the 
computation o~ income .. from house property 
be allowed on actual bas1s? · 

45. It is said that a device which is being 
adopted to avoi<l. payment of additionai wealth­
tax on urban properties is to transfer them to 
closely-helc:l. compaiJ:ie$ and firms. Do the pro­
visions of the Finance' A~:it, 1970 adequately 
m'eet tpis contingency? If not, whit~ other sug­
gestjons woulc:l yo» li~<; tq m~e? 

ffi-Ta~ Arrears 
46. (a) The arrears of direct taxes have been 

a matter of constant criticism. Statistics show 
that such arrears have been/ increasing year 
after year, What is yoJ.lr analysis of the causes 

of these increasing arrears of taxes? What fur­
ther legal and administrative measures would 
you suggest to reduce the tax arrears? 

(b) Would you agree with the view that only 
the undisputed taxes which have not been 
paid should be treated as arrears and that the 
rest should be treated as· arrear.s only after the 
disputes have been settled through the normal 
process of la\1• by way of appeals, etc.? 

47. It is said that th'e main causes of tax 
arrears are: 

' 
(a) late assessments; 
(b) unrealistic or over-assessments; 
(c) inadequate collection machinery; and 
(d) delays in disposal of appeals. 

What are your comm'ents on the above? What 
specific measures would you suggest to remedy 
the above defects? . · . 

48. As stated above, one of the causes of tax­
arrears is overpitched assessm·ents made by in­
experienced officer.s. Do you think it would help 
if senior officers, say Assistant Commissioner.s, 
were to be assignedi the work of assessment in 
cas'es where im:omefloss exceeds specified limits, 
say Rs. I lakh, and appeals from their orders 
lie to the Tribunal direct? 

49. A suggestion has been made that .the sys­
tem of production of income-tax verification 
certificates before the grant of Governm'ent 
patronage should be extended statutorily 
to all cases where conJtracts, licences, permits, 
quotas, etc., are granted. What are your com-
ments in -this regru.::d? · 

50. It bas also been suggested .that deduction 
at source @ 5% should be made from the total 
payments by Government agencies to contrac­
tors, or alternatively, that the final 5% of the 
payment should not be made unless tax clear­
ance certificate is. produced by the contractor. 
What are your views and suggestions in this 
regard? 

51. Would you recommend that the scope of 
deduction of tax at source should be enlarged 
so as to cover. some more classes of income? If 
so, please state which classes of income should · 
be included. 

52. Do you consider the existing provisions in 
the case of companies going into liquidation as 
adequate safeguards against the loss of tax 
revenues? If not, what funher measures would 
you suggest in this behalf? Should the perso­
nal liability for outstanding taxes be extended 
to the share-holder.s in the case of private com­
pan!'es? 

53. Do you think it \\"Ould improve recovery 
of outstanding taxes if the Department were 
also to participate in the auction bidding of 
the properties belonging to tax defaulter.s? 



54. Would you favour an amendment of law 
to provide that no appeal against .the assess· 
ment order would lie unless the undisputed tax 
has been paid by the assessee? Would you sug-
gest any exceptions to the abdve? . 

IV-Exemptions and D!:ductioos 

55. The direct tax laws provide for various 
exemptions and deductions. There are provi­
sions in the Income-tax Act which allow deduc­
tions in respect of certain incomes and otll'ers 

·which allow deductions in respect of certain 
payments. Similar provisions exist in the 
Wealth-tax, Gift-tax and Estate Duty Acts. Do 
you think that these various exemptions an<L 
deductions and the ceilings and limitations 
attached thereto, have served, and continue to 
serve, a useful purpose? Would you suggest 
modification, curtailment or withdrawal of any 
of the exemptions andjor deductions in .th·e 
c:Lirect taxes enactments and, if so, which ones 
and for whan reasons? 

56. A suggestion has been made that, instead 
of exempting income from investm'ents in 
shares, savings certificates, units of .the Unit 
Trust, etc., what needs to be exempted is the 
payment or outgoing towards investments, so 
that the tax eventually bears on consumption 

. and not on investment. What are your views in 
this regard? 
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57. A view has been expressed that while 
any income exempted from tax or any other 
tax incentive reduces the burden of .tax in the 
case of those who can avail of the exemption 
or incentive, a correspondingly higher burden 
of tax is borne by the remaining tax-payers. 
Moreover, certain, tax incentives like develop­
ment rebate allowance do not operate in a 
selective manner and entail undesirable conse­
quences, such as immobilising investible funds, 
etc. What are your views and suggestions in this 
regard? 

58. Do you think that there is a need for 
giving tax incentives .to the individuals doing 
specialised type of work, e.g. invisible exports 
or technical services? If so, what are your sug­
gestions in this regard'? 

59. With regard. to exemptions under the 
Wealth-tax Act, a view has be'en advanced that 
they are not equitable and are heavily weighted 
in favour of the employee investor, big agri­
culturist and big industrialist. It has been sug­
gested .that, to be equitable, individuals pos­
sessing the same size of wealth but being en­
gaged in industrial pursuits or their own busi­
ness and' who cannot because of their own 
needs of capital, invest in residential hous'es andi 
company shares, should not be at a disadvant­
age with regard .to wealth-tax exemptions. What 
are your views with regard to. this su~gestioq? 

\ 

60. Section 5(xx) of t~e Weal.th;-t.ax ~ct lays 
down that investment m the mltial 1ssue of 
equity shares, made after. 31st March, 1?64, of 
a company newly estabbshed for carrymg on 
an industrial undertaking is exempt for a 
period of five years but only after the new 
company commences the operations for which 
it has been established. It has been suggested' 
that the exemption, to be effective, should. be 
availabl'e from the date of allotment of the 
share by the company up to the exipry of 5 
years from the date of commencement of ope­
rations. What are your views in ,this matter? 

61. A view has been express'ed that Wealth­
tax paid in any year should be an allowable 
deduction· for computing the total income for 
income-tax purposes. What comments would 
you like .to offer on this suggestion? 

62. It is said that as surtax is a tax on effi­
ciency, it would b'e more appropriate to levy 
wealth-tax on companies. Do you agree with 
this view? If so, what rates of wealth-tax and 
income-tax would you suggest for companies so 
that the overall incidence of tax on the cor­
porate sector remains at th•e present level? 

63. (a) A suggestion has been made .that in 
the case of partnerships, ··the taxable income 
should be determined after making a reason­
abl'e allowance for the time and labour devoted 
to the business by the partners in firms. and 
also after deducting a reasonable rate of inter­
est on the investment of capital. What are your 
views on this subject? . 

(b) A suggestion has be'en made that in the 
case of small and medium companies the tax­
able income should be determined after,.- mak­
ing a deduction in respect of dividends distri­
buted up to a specified rate of return on paid­
up capital with a view to strengthendng the 
financial position of the companies andjor to 
discourage excessive reliance on borrowed 
funds. What are your views on the subject? 

64. It has been suggested' that it will be more 
equitable and help economic growth of the 
country if deductions which are allovted as in­
centives under the tax laws are co-related to 
the efficient performance of the ind'Ustries. Do 
you agree with this view? If so,. what sugges­
tions have you to make in this regard? 

65. Under the Income-tax Act, casual and 
non-recurring income unrelated 'to business or 
·employment is exempt from tax. Capital gains 
are liable .to tax at a concessional rate. Unlike 
any other income, business income is liable to 
fluctuate from year to year and under a scheme 
of progressive rates of tax, business income 
bears an unduly heavy burden of tax. Artists 
and au.thors also bec<?me liable to pay heavy 
tax owmg to progressive rates of tax on the 
sizeable income they earn during a short p'erlod 
of their c~~'!er. lt is also qo~ice<l th;t~ considc;:r· 
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able ingenuity is devoted to and litigation 
takes place in shifting assessability of income 
from one year to another. To avoid such in­
equity inherent in the . scheme of progressive 
taxation, it has been suggested that facility 
should be given to the assessees to purchase 5 
Y~ars or 10 Years Annuity Certificates from the 
Life Insurance Corporation or through na­
tionalised Banks. In computing taxable income, 
weighted d~duction should be made by refer­
ence to the purchase of Annuity Certificates 
and likewise, weighted addition should be made 
in the year in which annuity is received. With 
such a self-adjusting mechanism, there may .be 
no need for imy special provision.s concerning 
taxation of casual receipt, capital gain, com­
pensation, etc. What are your views in this re-
gard? · 

66. Is there a case for allowing a deduction 
from the income of self-employed, propertyless 
individuals, on account of a ~r.tion of the 
high house rents paid in specially expensive 
localities, on the analogy of exemptmg the 
house reiJJt allowances of employees? If so, what 
are your suggestions? , 

· 67. The value of a ·dwelling house up to 
Rs. 1 Iakh is excluded for purpoSes of wealth­
tax and estate duty. Is there a. case, in equity, 
for allowing an equivalent exemption up to 
Rs. I lakh to individuals and estates of deceased 

' individuals who have no' dwelling house or any 
other house property whatsoever? 

V-Tax Administration 
68. (a) Would you- agree with the suggestion 

that every tax-payer and every other person who 
enters into transactions above specified amounts 
should be required to obtain permanent ac­
count numbers from the Income-tax Depart­
ment and that those numbers should be requir­
ed to be quoted in shareholders' registers, in­
voices, cash memos, bank accounts, credit and 
debit notes, letter"heads and other documents 
relating to such transactions? 

(b) Would you like the reporting system to 
be particularly applied to transactions in lands 
and buildings where both the transferor and the. 
transferee will be required to state at the time 
of registration of documents their respective . 
permanent account number1s or that both of 
them or either of them are not income-tax 
paye:fs? 

(c) Should the law be amended making it 
obligatory for the authorities registering transfer 
of any immovable property over a certain value 
to send intimation regarding such transfer to the 
Income-tax Department? 

(d) Woold you favour the suggestion that 
even agreements to sell immovable properties be 
required to be registered andfor intimated to 
the Incometax Officer concerned? What are 
your comments in this regard? 

69. Would you suggest that a~l persons carry­
ing on business should be required by law to 
maintain such accounts as are sufficient to estab­
lish the amount 9f income, deductions, credits, 
etc.? 

70. Would you suggest compulsory audit of 
accounts in all non-corporate cases as well, 
where income exceeds a certain limit? 

71. What should be the nature of help to be 
given by Chartered Accountants and other suit­
able authorised representatives to Income-tax 
Officers in the determination of correct income 
of tax-payers? It has been suggested that mere 
routine audit may not be helpful because of 
the large areas where problems of interpreta­
tion, judgment or discretion would obtain and 
what ·should be required of such representatives 
is a report on accounts and presentation of per­
tinent information which will assist the Income­
tax Officer in the proper and swift formulation 
of opinion relevant for assessment .. What are 
your views in this regard and what are your 
suggestions about the- type of report and the 
nature and manner of presentation of the perti­
nent information by such representatives? 

72. (a) In some countries there is a system of 
banks insisting on proper identification of pa:­
ties entering into transactions above a certam 
amount, even though they 111ay be only deposits, 
demand drafts, telegraphic transfers, etc. Would; 
you suggest similar regulations in our country? 

(b) Would you suggest that officers of the 
Income-tax Department should be authorised to 
obtain from the banks information of a general 
nature such as telegraphic transfers or deposits 
above a certain amount without specific refe­
rence to a particular tax-payer? 

73. ·What are-your comments on the following 
suggestions:-

(a) The income-tax and wealth-tax r~turns 
should be so amended as to require an 
assessee to state explicitly . not only 
the sources of income and assets held 
in his name but also those which are 
beneficially held for him by. others. 

(b) It should be provided by law that in 
the case of a taxpayer unless his in­
come-taxfwealth-tax return incl!ldes 
statement of income/assets benefioally 
held for him by others, no claim to such 
assets· will be enforceable under the 

· general law. , 

(c) When statements of accounts are su!>­
mitted in support of the return or m 
the course of assessment, those state­
ments should be deemed as a part of 
the return for the purposes of the 
penalty provisions of the Income-tax 
Act. 
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(d) Every return should bear a verification 
· certificate affirming the accuracy, and 

the truth of the transactions entered in 
the accounts, if any, on which the 
return is based. The certificate should 
also include the following . two state­
ments, viz., 

(i) that all cash takings have been 
recorded in the books and that no 
cash has been held outside the 
books; and 

(ii) that all stock has been included in 
the stock figures, valued at cost or 

~the market value (whichever is the 
method regularly adopted by the 
assessee) and that no stock is held 
outside the accounts. 

(c) In the returns of income and net 
wealth, the tax-payers shou_ld be requir­
ed to make a fuli reportmg thereof. 
Thus, the return of income should in­
clude income from all sources, whether 
taxable or otherwise. Likewise, return 
of net wealth 5hould disclose as~ets of 
all kinds, assessable or otherwise. 

(f) In all cases, the tax-payers should ·be 
required to furnish along with their re­
turns of income a statement giving the 
position of their net wealth as at the 
beginning and end of the year. 

74. A suggestion has often been made that 
there should be only one accounting year for 
all tax-payers, and, consequently, one date for 
filing of returns of income. What are your com­
ments on this suggestion? What changes in 
law would you suggest so that bulk of the re­
turns a~e received early in each financial year? 

75. A suggestion has bee~ made that in c·ases 
of tax fraud,, the power given to the Commis­
sioner of Income-tax to compound offences 
should be taken away and that no authority, 
whether it be the Commissioner or the Ceiltral 
Board of Direct Taxes, should have the power 
to compound such offences. What are your com­
ments on this suggestion? 

76. Would you agree with the suggestion that 
the powers given under Section 133A of the 
Income-tax Act should include the power to 
make a physical check of cash, stocks and other 
valuables? 

77. It is said that a number of persons liable 
to income-tax and wealth-tax are not being 
assessed because many tax-payers are not filing 
returns of income and net wealth. What are 
your views in the matter? If you agree with 
the above, what measures would you suggest to 
remedy the situation? 

78. Do you consider the existing provisions of 
secrecy and publicity as adequate, or would you 
recommend any change? 

79. What should be the place of 'informers' 
in tax administration in its fight against· tax 
evasion? Would you favour substantial rewards 
being given by the Department to enable it to 
fight the evil of tax ·evasion and black money? 

80. Do you consider the existing enforcement 
machinery under the direct tax laws to be ade­
quate? If not, what measures would you sug­
gest to give it teeth? 

· 81. Would you favour the power of search 
being extended to vehicles, vessels and even to 
persons? 

82. What measures would you suggest to im­
prove the climate for proper compliance with 
the tax laws by those tax-payers who are either 
misinformad or innocent and who wish to keep 
within the letter of the law?· 

83. Would you suggest a further raising of 
the limit of income which should not be liable 
to tax and, if so, to what exte~t? If not, what 
are your suggestions for ensuring that income­
tax cases of assessees with small incomes are dis­
posed of expeditiously? 

84. Do you think that mass completion of 
assessments on the basis of returns, without 
scrutiny, in the cases of small incomes would 
lead to the tax-payers showing their incomes 
correctly in future? 

85. To reduce the work at the level of the 
Income-tax Officer and thus enable him to give 
more attention to the bigger cases, it has been 
suggested that a system of prior agreement of 
the income-tax liability for the next three years, 
based on the result of the last three assessments 
(or on the basis of the current '!ssessmcnt made 
on a new assessee), may be introduced for deal­
ing with the cases of small assessees having 
annual incomes upto Rs. 7,500 or so. What are 
your comments on this suggestion? 

I 

86. Should the account books of all tax­
payers, big or small, be subjected to examina­
tion by officers of the Income-tax Department? 
Would you, in the alternative, recommend selec­
tive scrutiny of accounts on a random sampling 
basis? What are your views in the matter, and 
if you advocate selective scrutiny, to what cate­
gories of income or tax-payers would you re­
commend its application? 

87.. Do you consider that the form of return 
of ~nco~e can be further simplified for non­
busmess mcomes? If so, what suggestions would 
you l!ke to offer? What changes, if any, would 
you hke to suggest in the return form for busi­
ness incomes, with a view to facilitating scrutiny 
of returns and their selection for detailed exami-
nation? · 

88. It has been suggested that a comprehen­
sive return form should be prescribed for 



Income-tax, Wealth-tax and Gift-tax to enable 
assessments under the three Acts being com­
pleted simultaneously. This is expected to faci­
litate self-checking of the return as also quicker 
disposal and elimination of unnecessary repeti­
tion of examination of accounts for different 
types of assessments. Do you agree with this 
view? If so, what are your suggestions with re­
gard to the contents of this comprehensive re­
turn and the category of tax-payers who may be 
required to file this return? 

89. Self-assessment at present covers cases 
where the tax due is more than Rs. 500. The 
Taxation Laws (Amendment) Bill, 1969 pro­
poses to reduce the limit to Rs. 100. Should a 
limit remain at all? At present, tax on self­
assessment is payable within 30 days of the filing 
of the return. In some other countries, the tax 
is payable along with the return. Would you 
recommend a change to payment of self-assess­
ment tax along with the return? 

' 
90. It is often mentioned that many t~x­

payers andfor their counsel do not care to pro­
duce all the evidence at the assessment stage 
and do so at the appeal stage, with the rc.sult 
that the assessments made by the Income-tax 
Officer are varied at the appeal stage in such 
cases. Should it be laid down that where evi­
dence was not produced at the assessment stage 
itself, when reasonable opportunity had been 
provided for it, it would not be admissible at 
the appeal stage? 

91. The Income-tax Officer acts as a quasi­
judicial officer and hi.s fu~gment in i~dividu~l 
cases is unfettered. It IS said that sometimes this 
leads to unreasonable assessments or inadequate 
assessments. To remedy this, would you agree 
with the suggestion that the Inspecting Assistant 
Commissioner should be legally authorised to 
look into the assessments proposed by the 
Income-tax Officers and his instructions and 
directions in individual cases should be binding 
on the Income-tax Officers? 

92. Do you favour the suggestion that before 
an assessment is completed, the Income-tax 
Officer should be required to send a draft assess­
ment order to the tax-payer who _may be as~ed 
to signify his acceptance or ex~rcise the option 
of being heard by the next semor officer? If the 
assessee opts for a conference with the Inspect­
ing Assistant Commissioner, the assessment 
would be completed under the signature of the 
Assistant Commissioner and in that event, ap­
peal should lie to the Tribunal direct. What are 
wour comments in this regard? 
I 

93. It' is often said that insistence . on· pay­
ment of tax demands raised on the bas1s of dJs­
p~ted assessments causes considerable b~rdsh!p 
to the assessees. What are your suggestions m 
this regard to ensure that while hardship is 
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avoided in genuine cases of dispute, others ate 
·not enabled to put off payments by filing fri­
volous appeals? 

94. A common complaint is heard that not 
infrequently proper credit for tax paid by way 

' of advance tax or on self-assessment etc., is not 
given and that notices of demand or show­
cause notices for levy of penalty for non-pay­
ment of tax are issued either for incorrect 
amounts or even for amounts which have al­
ready been paid. What suggestions "ould yon 
like to make to solve this problem? 

95. It is stated that the accounting procedures 
followed by the Income-tax Department are out­
moded and that they should be changed to a 
regular system of keeping proper accounts. 
Would you favour the suggestion that for keep­
ing a record of the demands raised against tax­
payers and the payments made by them, a 
system of properly designed personal accounts 
an'dfor pass-books as obtaining in· banks be 
adopted? 

96. Computers are being increasingly used in 
different spheres in Government Departments. 
What are your views about the use . of compu­
ters in the Income-tax Department? For what 
purposes, according to you. could computers be 
used profitably? What other mechanical devices 
would you suggest as necessary or desirable to 
increase efficiency of operations and to reduce 
the tedium of routine· work in the Income-tax 
Department? Are· there any problems arising 
out of the use of computers which need special 
attention? · 

97. What improvements would you suggest in 
the present procedures to ensure that refunds 
of tax, whether on assessment or as a result of 
appeal, etc., are grante'd. to and received by the 
assessees promptly?' 

98. Do you think that the present strength 
of the Income-tax Department is adequate for 
efficient discharge of its duties under the 
different direct tax laws,. taking into account 
the inherent complexities in tax laws, and the 
persisting problems of arrears of assessments, 
arrears of taxes and prevalent tax evasion? 
What suggestions would you like to make in 
this regard? 

99. (a) Would you suggest any changes in the 
existing organisational structure of the Income­
tax Department to make it function more effi­

.. ciently? 

(b) It is said that apart from the complexities 
of the tax laws. the departmental procedures 
are irksome and time-consuming. Do you agree 
with this view? If so, what are your suggestions 
in this behalf to ensure less irksome and more 
expeditious 'disposal? 
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100. (a) It is said that advance rulings are an 
excellent device for fostering and encouraging 
the self-assessment system, and contribute to 
good relations between the income-tax adminis­
u·ation and the tax paying public. From the tax­
payer's point of view, these rulings give him 
greater measure of certainty prior to entering 
into transactions, and guarantee uniformity in 
the application of the tax legislation. Would 
you favour the suggestion that provision be 
made in law for giving advance rulings by the 
Central Board of Direct Taxes on tax-payers' 
applications? If so, what, according to you, 
should be the organisational set-up for this pur­
pose and what should be the level of officers at 
which matters relating to advance rulings be 
processed and rulings given? 

(b) Should 'specialists' be attached to the 
Central Board of Direct Taxes with a view to 
assist them in giving rulings or opinions in con­
nection with the interpretation of tax laws and 
facts? 

101. Would you suggest any changes in the 
constitution. powers and status of the Central 
Board of Direct Taxes? Should it remain as a 
part of the Ministry of Finance or be made a 
separate body? 

102. Do you consider the tax administration 
in India to be over-centralised? If so, please 
state the lines on which you would like the tax 
administration to be de-centralised and the 
functions which could be delegated to lower 
formations? 

I 03. The Department has recently switched 
over from the composite system of work to a 
functional system in multi-officer Income-tax 
Circles. As a tax-payer, what has been your ex­
perience of the working of the new· system? Do 

you consider it to be ani improvement on the 
earlier system? If not, what are the shortcom­
ings which have been noticed and what mea­
sures woul.d you suggest to remedy them? 

104. Would you favour the suggestion that 
there should be a separate agency for tax collec­
tion as in the U.K.? If so, what are your sugge5-
tions for the organisational set-up of such a 
collection agency and its co-ordination with the 
assessment agency? 

105. Good public relations play a useful role 
in the smooth and efficient working of the tax 
administration machinery. Some steps like ap­
pointment of Public Relations Officers, opening 
of Enquiry Counters, distribution of return 
foru1s through post · offices and payment by 
cheque in the income-tax offices are said to 
have been taken by the Department in this re­
gard. What further improvements would you 

. like to suggest in this behalf? 

VI-General 
. 106. Have you any suggestions to make in re­

gard to matters not enumerated above, . but 
whid1, according to you, are covered by the 
terms of reference of the Committee and could 
usefully be considered by it? 

• • • 
Note: 1 

(i) Unless specifically stated otherwise, the 

(ii) 

questions should be treated as relating 
to all the direct taxes. 
The Questionnaire should not be taken 
to reflect in any manner the opinion 
of the Committee in respect of the 
matters contained therein. 

• • • 



APPENDIX ll 

SUPPLEMENTARY QUESTIONNAIRE, 

(For the Department only) 

1. What is your appraisal of the working of 
the Intelligence Wing set up a few years ago? 
Has it helped substantially in detection of cases 
of . evasion and in prosecution of tax evaders? 
What, according to you, should be its primary 
functions and what changes in its organisation 
and working would you suggest, so that those 
functions could be efficiently performed? 

2. Would it help develop necessary ·expertise 
if a separate cadre of officers (consisting of In­
come-tax Officers and Inspecting Assistant Com­
missioners and enjoying higher salaries) is creat­
ed to deal.with cases of tax fraud? · 

3. Should the staff put on investigation of tax 
fraud cases receive special training in detective 
techniques and surveillance? If so, what are 
your suggestions in this behalf? 

4. Will it be helpful, both for assesSment and 
collection of taxes, if in suitable cases, such staff 
keeps a watch on the activities of individual tax 
evaders-their movements, the places and banks 
they visit, the expenses they incur on ostenta­
tious living, entertainment, marriages, etc.? 

5. What has been your experience about the 
role of 'informers' •and the system of rewards to 
them? What suggestions do you have to make 
in this sphere? 

. 6. What is your experience ~bout: 
(a) the results achieved by searches that 

have been undertaken; and 

(b) the practical difficulties, if any, en­
countered? What suggestions would 
you make to remove the difficulties and 
to improve the results of searches? 

7. Do you agree .with the suggestion that with 
a view to making thorough and expeditious in­
vestigations in important groups of cases, more 
than one officer should hold concurrent jurisdic­
tion and their work be co-ordinated by the 
Inspecting Assistant Commissioner? 

8. What is the nature and type of informa­
tion-available from the books of tax-payers and 
from outside sources-which is at present being 
collected, collated, disseminated and utilised by 
the officers of the Department? What changes 
would you suggest in the coverage and the orga­
nisational machinery to make the system more 
efficient and effective? 
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9. Several of the other Government Depart­
ments, e.g. Sales-tax, Excise, Export and Import 
Control, Accountant General's Office, can be 
sources of useful information for income-tax in­
vestigations. What is the present arrangement 
for obtaining information from such Depart­
ments and utilising it in the actual assessment 
proceedings? What improvements would you 
like to suggest in this behalf? 

10. A suggestion has been made that the In­
come-tax Department should set up a Cell to 
study the current market conditions of im­
portant trades and industries, collect relevant 
materials, collate and circulate them 'to the as­
sessing officers immediately after the close of the 
accounting year. What are your comments in 
this regard? 

11. What has been the extent and· scope of 
internal and external survey during the last 
three years? What changes would you suggest 
to make survey more effective and fruitful? 

12. W~1at has been your experience of the de­
partmental valuation cell? Have you any sug­
gestions to make with a view to improve its 
working? 

13. A suggestion has been made that in all 
circles, cases should. be divided into (a) business 
and (b) non-business. Non-business cases should 
be given to comparatively junior officers, while 
business cases should be entrusted to senior 
officers. What is the present practice in this re­
gard and what are your comments on this sug­
gestion? 

14. Do you think that the present basis of 
categorisation of cases has become outdated in 
view of the rise in income levels generally and 
the inflationary trend in the last two decades? 
If so, what are your suggestions in this behalf? 

15. It has been suggested that returns and 
connected documents be obtained in duplicate 
from assess~s where the incomefloss exceeds a 
specified limit, say Rs. I lakh, and scrutinised 
by senior officers in a Central Cell. The ad­
vantages claimed for this type of centralisation 
are early detection of mistakes, availability of 
information in bigger cases as an aid to realistic 

· budgeting and better tax planning. Do you agree 
with this suggestion? If so, what should be the 
organisational set-up of such a Central Cell? 



16. A system of Group Inspecting Assistant 
Commissioners prevails in the Income-tax De­
partment. These Inspecting Assistant Commis­
sioners, however, do not have any assessment 
powers and cannot look -into the assessees' books 
of account or associate themselves with the In­
come-tax Officers during the cours~ of discussions 
with the taxpayers. It is said that this makes it 
difficult for the Group Inspecting Assista,nt 
Commissioners to make useful contribution to 
the assessment work. Would you agree with the 
suggestion that Group Inspecting Assistant Com­
missioner should be given concurrent jurisdic­
tion over the cases along with the Income-tax 
Officers working under him? 

17. ,What, according to you, should be the 
number of assessments which may be expected 
to be disposed of efficiently by an Income-tax 
Officer (a) working in Central Circles, (b) handl­
ing potential prosecution cases, (c) handling in­
vestigation cases in other circles, (d) handling 
company cases, (e) handling Category I cases, 
(f) handling Category II and other cases with 
income exceeding Rs. 10,000 and (g) handling 
the remaining lower income cases? 

. . 
18. It has been stated that the multiplicity of 

penalty proceedings under the existing provi­
sions of the law has considerably hampered as­
sessment work and has also, in turn, resulted 
in increase in the number of appeals. Would 
you favour the suggestion that there should be 
only one order for all the defaults for which 
penalty is leviable with reference to the income­
tax determined on assessment for an assessment 
year? 

19. The system of deduction of tax at source 
has been in vogue for a long time. Of late, many 
cases have come to notice where tax was not 
deducted at all or if deducted, was not credited 
to the Central Government. What administra­
tive measures would you suggest for bringing 
about improvement in this regard? 

20. It is reportetl that credit for tax payment 
was obtained in some cases on the basis of bogus 
challans. What safeguards would you suggest 
against such fraudulent practices, after taking 
into account the present procedures of reconci­
liation of income-tax accounts with the Trea­
sury? 

21. Have you any suggestions to make for the 
improvement of the tax recovery set-up? Would 
you favour the suggestion that the tax recovery 
units should be provided with vehicles, fire­
arms. adequate constabulary personnel of their 
own? What, according to you, should be the 
forum of appeals against orders pass~;d by the 
Tax Recovery Officers, who are from the In­
come-tax Department? 

22. It has often been said that the progress 
in the scaling down and write off of arrear de-

mands has been slow because of the invoived. 
procedures and also because of fear or at least 
disinclination to take responsibility for scaling 
down or write off, lest it may later be subject­
ed to criticism. Do you agree with this view? 
If so, what suggestions would you make to . 
streamline and expedite the scaling down and 
write off of arrear demands in appropriate 
cases? ' i 1~ 

23. Do you think that the Internal Audit 
Parties have helped in considerably reducing the 
number of audit objections raised by the Reve-
nue Audit Parties? · · . 

24. It has been suggested that internal a2t 
should be placed directly under the control of 
a Director of Internal Audit, who should have 
Deputy Direc~or.s working at the headquarters 
of the .CommiSSIOners. Do you agree with this 
suggestion? 

25. A suggestion has been made that the In­
ternal Audit Scheme should be dropped. 'In­
stead, step~ sl~ould be taken to strengthen the 
staff (quahtauvely and quant.itatively) in the 
Income-tax Offices so that m1stakes are avoid~ 
ed and that, in addition, selective checking at 
~he tim.e of inspection be done by the Inspect­
lf!g Assistant Commissioners who should be pro­
VIded adequate s~aff for the purpose. What are 
your comments m this regard? 

26. Are you satisfied about the nature and 
scope of Revenue Audit? If not, what changes 
would you recommend? 

27 .. What has been your experience of the 
workmg of the functional system? Have you 
co~e across any difficulties or bottlenecks or 
not1ced any shortcomings? If so, what remedial 
measures would you like to suggest in this be 
half? -

. 2.8 .. It. is often said that frequent changes in 
~unsd1ct10n over cases, with consequent changes 
m General Index Register numbers, lead to 
-!fiany problems-the least of which is non-link­
mg of payment ~hallans, letters and requests 
from assessees· w1th the concerned files. What 
has been your e~pttienc.e in this regard? What 

. are yo_u_r s~ggesuons, With particular reference 
to fac1htatmg t!).e prompt linking of chall 
letters, etc., with the files: , ans, 

(a) "':h~n there has been a cl}ange in juris­
dlctwn; and 

(b) When General Index Register numbers 
have not been given on the papers? 

29. What sh<_>u!d be. the. rol•e of inspections in 
the T~x AdJ?mlstratwn Organisation.? Should 
office mspectwn .be left to the Head of the 
Office <_>r should It be done by the next higher 
authonty? What chan~ would/ you suggest 



in the forms and patterns of (a) office inspec­
tion and (b) inspection of .technical work of 
Income-tax Officers by the Inspecting Assistant 
Commissioner? 

• 30. It has been said that Income-tax Officers 
and their staff have to send· too many reports 
and statistical returns to the higher author.iti'es. 
In addition, there has been an increase in the 
ad hoc reports which are called from tirile to 
time for various purposes-for answering ques­
tions in Parliament, for th'e Public Accounts 
Committee, for Revenue Audit, etc., and that 
these reports have been taking a lot of time off 
the main functions of the officers and the staff 
in an Income-tax Office, What has been your 
experience in th·e matter, and if you agree with 
the above, what sug~estions would you make 
to improve the situauon? 

31. It has often been said that .the staff avail­
able in Income-tax offices is utterly inadequate 
to cope up with the present work-load and the 
back-log of arrears of work; and that handling 
of one hampers clearance of the other, leading 
to a perpetual state of back-logs. and the resul­
tant lll'efficiency and public complaints. 

lt has also been said that since the leave te­
serve officers are being utilised for regular work, 
the leave reserve staff, in turn1, is not available 
for leave reserve • duties, with the result that 
during periods of leave, the work gets comp-
letely out of gear.· . 

What are your views about these matters and 
what solutions would you like to suggest? 

32. It has often been said that it is funda­
mentally wrong to pay officers, on whose atti­
tude and conduct very large sums of money 
may dep·end, salaries at meagre scales and to 
keep them in situations where they have to de­
pend on• others for ordinary basic needs, such 
as housing. What are your views in this matter. 
and what suggestions would you make in regard 
to scal'es of pay, promotion prospects, status 

· and other facilities such as housing, education 
of chHdren·, etc., of the officers-gazetted and 
non-gazetted of the Income-tax Department? 

33. Would you recommend any changes in 
the present gradation of the gazetted and non­
gazetted staff of the Department? What would 
you recommend by way of distribution of work, 
duties and responsibilities in respect of each 
grade? 

34. Do you think that the existin~ span of 
control at various levels of tax admmistration 
is ad·equate? If not, what are your suggestions 
in this behalf? 

35. What measures would you like to suggest 
for maintaining and improvmg the morale of 
the officers of the Income-tax Department so 
that they may discharge their onerous duties of 

.levying prop'er taxes without fear or favour? 

36. Do you think that the present percent­
ages of promotions in the vanous cadr.es are 
suited to the harmonious blending of fresh 
blood and departmental experience? What are 
your comments and suggestiOns in this regard? 

37. It has been suggested that the supervisors 
should be replaced by ~azetted Class II officers 
who should be responsible for the supervision 
of the working of the ministerial staff and act 
as Administrative Officers for attending to 
house-keeping functions. Do you agree with 
this view? If so, what are your detailed. sug­
gestions in this behalf? 

38. Do you consider that .the tr.aining impart­
ed to the officers and the staff at various levels 
at present is adequate? If not, what are your 
suggestions for improving the techniques and 
the scope of training? 

39. It has been suggested that, apart from the 
threoretical training which is imparted to the 
probationary Income-tax Officers, th·ey should 
be given more practical training by being at­
tached for a period: of six months with senior 
Income-tax Officers, during which period they 
should examine books of account and frame 
draft assessment orders. No quota of disposals, 
·etc., should be fixed during this period. What 
are your views in this regard? 

40. Do you think that senior Income-tax 
Officers and Assistant Commissioners get ade-. 
quate trainling in the basic concepts of manage­
ment? If not, what suggestions would you 
make for imparting such training to them? 

41. Do you consider any changes are needed 
in the present method of evaluation of the 
work of each grade of officers, so as to make it 
more realistic and purposeful? 

42. What has been your experi'ence of the 
prevailing system of recruitment of staff on the 
basis of names sponsored by the Employment 
Exchanges? Have suitable persons been forth­
coming in different grades? If not, what are 
your suggestions to improve the quality of the 
staff recruited in the Department? Would you 
advocate the setting up of a separate. agency 
within• the Income-tax Department Itself for 
recruitment (>f staff? 

43. What should be the policy in regard to 
transfers of gazetted and non-gazetted staff, 
taking into account, among others, the follow­
ing factors:-

(a) problem of language; 

(b) education of children; 

(c), housing; and 

(d) the need to avoid undesirable personal 
contacts. 



44. What has been your experience in regard 
to the accommodation available in Income-tax 
Offices? Has it been generally adequate? If not, 
what, according to you, are the causes of short­
age and• what remedial measures would you 
like to suggest? 

• 
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Do you think it would result iru greater ad­
ministrative efficiency and improve detection 
of tax evasion if in bigger, city charges, the In-
come--tax Offices are dispersed area-wise? • 

45. Very often it is said that an important · 
contributory factor to .the unsatisfactory work­
ing of th·e Income-tax Department is the peren­
nial shortage of forms, stationery, furniture 
and other office equipment. Please state, giving 
relevant facts what has been the extent of such 
shortage during the last two years. What m'ea­
sures would you suggest to ensure that such 

· shortagl!s are avoided ino future? Would you 
suggest any organisational change in this re­
gard? 

46. Do you think the existing arrangem'ents 
for the supply of necessary and up-to-date 
manuals, reference books and guidsmce notes, 
having a bearing on the day-to-day work of the 
officers and staff are adequate? If not what are 
your suggestions to improve the position in this 
regard? 

47. It is often stated that records are in a bad 
shape in the Income-tax Department and that 
there is considerabl·e scope for improvement in 
the filing system, quality of file covers, indexing 
am~ movement. Do you agree with this view? 

If so, what steps would· you like to suggest to 
improve the maintenance of records? 

48. The present practice in charges having 
more than one Commissioner seems to be that 
the sen:ior-most Commissioner is in over-all 
charge of administration. What are your com­
ments on the suggestion that. each Commis­
sioner should have his independent set-up? 

49. Have you any suggestions 
gard to the following: -

to make in re-

(a) 

(b) 

functionin~ of the .three Directorat'es 
of Inspection so as to enable them to 
play a more vital, useful and effective 
role; 

ensuring advance plamiing with re­
gard to the future requirements of 
the Department, both in men and 
materials; 

(c) improving the techniques of revenue 
budgeting with a view to make it 
realistic and accurate; 

(d) diversification of th•e revenue statistics 
with a view to make them more pur­
poseful, and for en.suring their prompt 
compilation, so as to enhan<.e their 
utility in the sphere of economic and 
tax planning; and 

(e) improving the existing pattern of tax­
payer information and 'education and 
the channels of communication. 

• • • 



APPENDiX ill 

SPECIAL QUESTIONNAIRE FOR THE CENTRAL BOARD OF DIRECT TAXES 

I. What have been the methods of working 
of the Intelligence Wing and what types of 
intelligence it has been gathering? What• have 
been its achievements in terms of contribution 

·to detection of tax evasion and prosecution of 
tax evaders? 

2. Is there any sch'eme of training for the 
officers of the Department handling cases of 
tax evasion? What ·are the technical facilities 
available to them? 

3. What are .the salient features of the sch'eme 
of rewards to informers? A copy of the present 
reward rules. may also please be iurnished. 

4. What is the total demand (tax and penal­
ti·es to be given separately) raised as a result of 
information given by informers and the collec­
tions made against such demand ·during .the 
last 5 years? In how many cases were prosecu­
tions launched on the basis thereof? 

5. Please give the following information, 
year-wise, in respect of prosecutions launched 
and convictions obtained during the last five 
years:- · 

(i) number •of prosecutions launched dur­
ing tlJ.e year, 

(ii) number of prosecutions concluded 
during .the year resulting in 

(a) convictions, 

(b) acquittals, 

(c) withdrawaJ.s, 

(d) compositions. 

(Please furnish the above particulars 
separat'ely for each type of offence). 

6. What are .the existing arrangements for 
giving training to officers of the Department in · 
working up cases for prosecution? Is legal 
assistance readily available to them for evaluat­
ing prosecution1 potential of a cas'e? 

7. Please furnish a detailed note about the 
Board's experience in regard to the provisions 
relatin~ to searches lmd seizures. The following 
year-wise statistical information for the past 
five years may also be furnished:-

(a)_ the number of searches anc:L seizures 
conducted; 

(b) the number of searches and seizures 
which were successful; and 
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(c) the amount of concealment detected 
as a result thereof; 

(d) the number of cases in which prose­
cutions were launched; 

(e) number out of (d) above, in which 
prosecutions were successful. 

8. Please furnish the salieillt features of the 
various Disclosure Schemes launched by the 
Government so far. In this connection, statisti­
cal information regarding .the amount disclosed, 
the number and status of persons who made 
the disclosures under the various schemes and 
.the tax realised may also be furnished. 

9. What are the present functions of the 
Directorate of Inspection (lniV'estigation)? What 
is its role in the sphere of investigation 
of cases of suspected tax evasion? How is the 
co-ordination maintained Wlth the Commis­
sioners in this regard? How does the Directo­
rate exercise control over the working of the 
Intelligence Wing? 

10. Pl'ease furnish the following information 
about the working of the Special I~v~stigation 
Branches in the offices of CommiSSioners of 
Income-tax for the last 3 years. (This may be 
done on the basis of the returns which are re­
ceived 'by the Board from all .the Commis­
sioners' Charges about the working of the Spe­
cial Investigation Branches):-

(i) number of intimation slips issued 
during the year; 

(ii) number of slips utilised by the offi­
cers; 

(iii) nrumber of cases in which ~xtra de­
mand was raised. on the basis of the 
information contained in the slips; 

(iv) amount of ex.tra demand so raised. 

II. What are the present procedu!es and 
instructions relating to external and mternal 
survey? Please furnish year-wise th'e fo!lowing 
particulars about external survey durmg the 
last five years: -

(I) No. of shops/houses surveyed during 
. the year. , 

(2) Types of information collected from 
other offices, Government Departments 
etc. 

(3) No. of new assessees discovered. 
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(4) No. of effective cases out of (3). 

(5) No. of infructuous cases out of (3). 

(6) Assessmenrts completed out of (4). 

(7) Demand· raised. 

(8) Coll'ections. 

If possible, category-wise break-?P of the 
cases in (4) above may also be gwen. 

12. Please furnish the following information 
in respect of .the valuatioru of proper_ties i?Y t?e 
Valuation Cell of the Department, smce 1ts m­
ception:-

(1) Year. 

(2) No. of taxpayers whose 
were valued. 

properties 

(3) 

(4) 

No. of properties valued. 

Value declared by the assessees in res­
pect of (3) above. 

('5) Value determined by the Valuation 
Cell in. respect of (3) above. 

(6) Result of appeal, if any. • • 

13. Is there any syst'em of sending round 
periodical information to the Income-tax Offi­
cers about the market conditions or special 
features of trade and industry obtaining in each 
year? ' 

14. Please furnish the following information 
regarding the arrears of ta.J!: as on I+ 1970: -

(I) Amount of arrears as on 1-4-1970. 

(2) Classification of (I) as under: 

Arrears of demands raised during: 

1969-70 

1968-69 

1967-68 

1966-67 . 
1965-66 & earlier years. 

(3) Classification of (1) as under: 

(a) amount pending settlement of 
D.I.T. and other reliefs; 

(b) amount d'ue from persons who 
have left India and Wlho ha~ no 
assets in India; 

(c) amouht due from companies un­
der liquidation; 

(d) amount covered by certificates 
issued to Tax Recovery Officers 
[~eluding certificates relating to 
Items (a), (b) and (c)]: . 

(e) amount pending disposal of appeal 
[excluding items (a) to (d)]; 

(f) amount considered irrecoverable for 
other reasons; 1 · 

(g) balance recoverable as on 31-3-
1970; 

(h) amount not fallen due as on 
31-3-1970 included in (g) above; 

(i) amount pending adjustment of ad­
vance tax included in (g) above; 

{j) balance amount [(g), (~) and (i)]; 

· (k) amount out of {j) in respect of 
which penalties under section 221 
have been levied. 

15. Please indicate the existing procedure 
about the write off of arrears and scaling down 
of tax demands. 

16. Please furnish year-wise information in 
respect of wnte off of tax arrears during the last 
five years. 

17. Please give the following information in 
respect of scaling down of demand in cases in­
volving amounts exceeding Rs. I lakh:-

' . 
65-66 66-67 67-68 613-69 69-70 

(1) Applications pending 
on 1st April : 

No ..• 
Amount 

(2) Applications received 
during the year : 

No. •. 
Amount 

(3) Applications disposed 
of during the year : 

No.· .• 
Amount 

(4) Applications pending 
at the end of the year : 

No. • • 
Amount 

(5) Amount of tax arrears 
scaled down •• 

18. To what extent has the recovery work 
been taken over by the Income-tax Department? 
If the take-over is not complete, what are the 
reasons for which it has not so far been possible 
to take over recovery work in its entirety? 

19. (a) What is the total number of tax 
recovery units in India? What is their organi­
sational set-up, sanctioned strength and what 
facilities are available to them for effecting re­
covery of taxes, including attachment of mov-
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able property? What is the total number of re­
covery certificates pending on 1-4-1970? 

(b) How many tax defaulters were sent to 
the civil lock-up during the last five years? 
Please give year-wise break-up. 

20~ The following information may be fur­
nished for the preceding three years, if readily 
available:-

(l) number of cases in which assessments 
were· made in the status of resident but 
not ordinarily resident; 

(2} total amount of income assessed; 

(3) total amount of demand raised; 

(4) total amount of tax which would ·have 
been lost if the status had been taken 
as 'non-resident'. 

21. The following information may please be 
furnished, if readily available:-

(I) How many companies follow 'previous 
years' based on religious sentiments? 

(2) How many individuals and others fol­
low 'previous years' based on religious 
sentiments? 

' (3) Which are the different dates on which 
most of the 'previous years' t'ild? 

22. If possible please furnish information in 
regard to the ca;es in which it was found that 
Trusts were not devoted to genuine charitable 
purposes. 

23. What is the organisational set-up of the 
Central Board of Direct Taxes? What is the 
allocation of work among the Members? What 
are the present arrangements to ensure that ad­
vance thinking and planning is done with re­
gard to the future requirements of men and 
materials. 

24. What is the latest year for which detailed 
revenue statistics are available? If they are 
available for a year later than 1966-67, they 
may please be made available to the Commi­
ttee. What are the reasons which have led to 
delay, if any, in the compilation of these sta­
tisticsP 

23. Please furnish details (year-wise) of the 
books/publications brought out during the last 
3 years by the Department by way of taxpayer 
education or as guide to the Departmental offi­
cers and staff. 

26. Has any literature been brought out to 
educate the public regarding deduction of tax 
at source? How does the Department ensure 
that the statutory provisions relating to ded-qc­
tion of ta~es are complied with? 

. 27. Please furnish the following information 
m respect of work-load in Central/Special Cir­
cles:-

{1) No. of Central/ Special 
Circles. 

{2) No. of cases in Circles 
at {1) above. 

{3) No. of aBBC9Bmenta for 
disposaldnringtheyear. 

{4) No. ofaBBeBBmentsdis. 
posed of dnring the 
year. 

{5) No. of I.T.Os. in 
Circles at {1) above. 

(6) Average disposal per 
I.T.O. · ' 

65·66 66·67 67-68 68 '69 69.70 

28. Please supply the following information, 
year-wise, for the years 1965-66 to 1969-70:-

{1) No. of asseasoes 
on G.I.R. on 1st 
April. 

{2) No. of asseBB­
ments pending on 
1st April. 

(3) No. of aBBess­
menta added, 
e.g., ufs 147 or 
139{1) or for any 
other reason du~ 
ring the year. 

(4) Total No. of 
· oases for disposal 

during the year : 
{a) brought for­

ward cases. 

(b) current cases 

(5) No. of assess· 
menta c<>mpleted 
dnring the year 
out of: 
{a) brought for;; 

ward oases. 

{b) current cases. 

(6) No. of a98C98· 
menta pending as. 
on 31st March 
<>Ut of: 
(a) brought fer· 

ward oases. 

(b) current oasos. 

Cat Cat Cat Cat Cat Total 
I II III IV V 
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29. Please give the following information in 
respect of the disposal per Income-tax Officer:-

Year No. ofiTOs No. of assess- Average 
on assess- menta disposal 
ment work completed per ITO 

1965-66 

1966-67 

1967-68 

1968-69 

1969-70 

1 2 3 4 

30. How is the quota of disposal of the 
officers working in the Central Circles and ordi­
nary circles fixed? Are there any instructions of 
the Board in this regard? 

31. Please give information in the following 
form in respect of penalties imposed for conceal­
ment of income during the last 5 ye~rs:-

(1) Year.-

(2) No. of penalty proceedings ufs 28(1) 
(c)f271 (l)(c) pending on 1st .April. 

(3) No. of penalty proceedings instituted 
under section 27l(l)(c) during the year. 

(4) (a) No. of penalty proceedings finalised 
during the year; 

(b) out of above, in how many cases 
penalties were levied; 

(c) number out of (b) above, in which 
the penalties were sustained in 
appeal. 

(5) No. of penalty proceedings pending at 
the end of the year. . 

(6) No. of cases in which maximum penalty 
was imposed. 

32. Please give the following information in 
respect of Internal Audit Parties:-

(a) No. of Internal Audit 
Parties, 

(b) No. of assessments 
completed during tho 
yeara 

(i) Company & Cat. I 
cases. 

65-66 66-67 67-68 68-69 69-70J 

(ii) Other caRes ' _, 

65-66 66-67 67-68 68-69 69-70 

(c) No. of assessments 
checked: 

(i) Company & Cat. I 
cases. 

(ii) Other ca•es 

(d) No. of mistakes detec­
ted: 

(i) Company & Cat. I 
cases. 

(ii) Other cases 

(e) .An..ount of revenue 
involved in (d) above : 

(i) Company & Cat. I 
cases. 

(ii) Other oases 

33. Please give a note on the functioning of 
the Officers' Training College, the personnel 
employed for imparting training and the train­
ing courses for the trainees. 

34. Is there any system of holding refresher 
courses periodically for officers and staff? Please 
give a note 9n the subjects covered and also 
furnish the following information in respect of 
these refresher courses held during the last three 
years, separate\y for gazetted and non-gazetted 
officers: - . ' 

(1) Year 

(2) No. of refresher courses held 

(3) Grado of officers for whom tbe 
course was held. 

(4) TotalNo.ofofficersinthatgrade , • 

(5) No. of officers wbo attended the 
conree. 

67-68 68-69 69-70 

35. Please give the sanctioned and working 
strength of officers and staff in the various 
grades as on l-4-197p and their scales of pay. 

36. Please furnish the following informa­
tion:-

(a) number of officers on deputation as on 
1+1970 (from -each grade separately); 

(b) number of officers who were sent abroad 
for training during the last 5 years. 
Please also indicate the nature of 
training received by them. 
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37. Please furnish the following informa­
tion:-

Yenr 

1965-66 

1966-67 

1967-68 
1968.69 

1969-70 

No. of officers promoted ft·om 
,_,____....__. ----""' 

I.T.O. I.T.O. A.C. C.I.T. Mem-
Cl. II Cl. I to to her to 
to to C.I.T. Mem- Chair-

Cl. I A.C. her man 

2 3 4 5 6 

38. Is there any arrangement ·for in~service 
training of the personnel when promoted to the 
next higher grade? If so, please give the details. 

39. Is there any scheme of giving advance 
increments or awards or other form of recogni­
tion for meritorious work, etc.? If so, please 
furnish particulars thereof. 

40. What are the existing arrangements for 
keeping the officers up-to-date with regard to the 
changes in law and interpretation of various 
legal provisions? 

41. Please give the following information 
(year-wise) with regard to vigilance cases for the 
last three years: -

(I) number of cases pending on lst of 
April; 

(2) number of cases received during the 
year; 

(3) number of cases disposed of during the 
year, resulting in-

(a) convictions, 

(b) acquittals, 

(c) dropping of proceedings. 

42. (a) What is the total requirement of office 
accommodation for the Income-tax Department 
on the basis of present sanctioned strength? 
What is the ratio of Government owned accom­
modation to rented accommodation and what 
was the amount of rent paitl in 1969-70? If the 
accommodatiol'l is short, h., much is the short­
age and what are its causesi" 

(b) Have the Board drawn up any program­
me for office buildings keeping in view the 
likely expansion of the Department in the next 
five years? If so, please give particulars thereof. . ' 

(c) What is the present position regarding 
residential accommodation for the olficers and 
staff? Have the Board drawn up any program­
me in this behalf? If so, please give particulars 
thereof. 

43. What are the existing arrangements for 
the printing and supply of forms, stationery, 
etc.? Have these arrangements ensured adequate 
and regular supply? If not, what has been the 
extent of shortage in respect of the important 
forms, folders and stationery? 



APPE:Nl>l::X IV 

List of persons who sent replies to the Questionnaires 

I -State Governments /Union Territory Admi· 
nistrations 

S. No. 

I. Chandigarh Administration. 

2. Delhi Administration. 

ll-Public 

(A) CHAMBERS AND OTIIER ORGANISA­
TIONS 

Serial Name Address 
No. 

Andhra Pradeah 

3 The Indian Chamber of Post Box 67, Guntur. 
Commerce, 

Auam 

4 India Carbon Ltd., Noonmati, Gauhati-20. 

Delhi 

5 The Central Secretariat Sector 3, Qr. No. 323• 
Stenographers' Service R.K. Puram, New Delhi-
Association, 22. 

6 Delhi Medical Asso~ia- Medical Association Road, 
tion, Daryaganj, Delhi-6. 

7 Federation of Associa- "Laghoodyog Kutee" 23-
tions of Small Indust- B/2, Rohtak Road, New 
ries of India, Delhi-5. 

8 Federatmn of Indian Federation House, New 
Chambers of Commerce Delhi-!. 
& Industry, 

9 The Institute of Charter- Post Box No. 268, Indra­
red Accountants of In- prastha . Marg, New-
dia, Delhi-!. 

10 Northern India Share 2Ef6, New Link Road, 
Holders Association, New Delhi-55. 

II Punjab, Haryana & Phelps Building, 9-A, Con-
Delhi Chamber of Com- naught Place, New Delhi-
merce & Industry, I. 

Gujarat 

12 The Ahmedabad Mill-
owners' Association, 

13 Chartered Accountants' 
Association, 

14 GujaratChamberof Com­
merce & Industry, 

Ranchhodlal Marg, Nav. 
rangpura, Ahmedabad-9 

Cfo Rajendra D. Shah 
& Company, Chartered 
Accountants, Beside 
Khadia P. 0., Khadia 
Char Rasta, Ahmedabad. 

Shri Ambica Mills -Guja­
rat Chamber Building, 
P. B. No. 162, Ranchho­
dlal Road, Ahmedabad. 

-----·--------
.llerial 
No. 

Name Address 
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15 Gujarat .University, Ahmedabad-9. 

16 Income-tax Bar Asso- Cfo Aayakar Bhavan, 
ciation, Near Tolnaks-Vadaj, 

Ahmedabad-9. 

"17 The Nawanagar Cham- ChamberH&II, Jamnagar. 
her of Commerce, 

18 Saurashtra Uni"l'ersity,' K&vialui Nanalal Marg, 
Dharampur House, Raj­
kot-1. 

19 The Southern Gujara-o "Sanu-uddhi'·, Naupura, 
Chamber of Commerce Surat-1. 
& Industry, 

Keraks 

20 The Chamber ofCommer- Trichur-1. 
erce, 

21 The Chamber of Comm- Mayyanna Building, Cha· 
eroe, lai, Trivandrum-1, 

Maharaahtra 

22 The All-India Manufac- Jeewan Sahakar, Sir Phi· 
turers' Organisation, rozshah Mehta Road, 

Bombay-). 

23 · Bombay Ch..mber of Ballard Estate, Bombay-
Commerce & Industry, 1-BR. · 

24 Bombay Chartered Ac­
countants' Society, 

25 The Bombay Sluoffs 
Association, 

60, Forbes Street, Fort 
Bombay-!. 

233-A, Shroff's Ba.za.r, 
Bomba:v-20. 

26 The Clothing Mwiufac- India House, No. 2, M:e.:-
turers Association of zanine Floor, Kemp's 
of India. Corner, Bombay-26. . 

27 The Income-tax & Sa- Poena. 
lea-tax Practitioners' 
Association, 

28 The Indian Merchants' 
Chamber, 

Lalji · Naranji Memorial 
Indian Merchants' Oha.m­
ber Building, 76, 
Veer Nariman Road, Ch­
urchgate, Bombay-20 
BR, 

29 Indian Motion Picture Sandhurst Building, Vail· 
Producers' Association, abhbhai Patel Road, 

Bombay-4. 

30 Kirloskar Oil Engines Elphinatone Road, Poona· 
Ltd., 3. 

31 Life Insurance Corpora- 'Yoga.i<shema' Jeevan 
tion of India, Bima Marg, Bombay-20, 

32 Nag-Vidarbha Chamber ~.'ample Road, Nagpur.], 
of Commerce, . 



Serial 
No. 

Name Address 

33 The Paper Traders' Asso- 54, Suta.r Chaw!, Bombay-
oiation, 2 BR. 

34 The Stock Exchange, • • Bombay. 

35 The Tax Payers Associa­
tion of India Ltd., 

Fort Chamber A, · 3rd 
Floor, Dean Lane, Ha­
mam Street, Fort, Bom­
bay. 

36 Tax Practitioners' Asso- 203, M. Gandhi Road, 
ciation, Nasik. 

37 The Wholesale Grain & Itwari, Nagpur-2. 
Seeds Merchants' Asso­
ciation, Nagpur, 

Mysore 

38 The Hyderabad Karna­
tak Chamber of Com­
merce & Industry, 

39 Mysore ChamberofCom­
meroe & Industry, 

40 -Mysore State Chartered 
Accountants' Associ-
ation. 

Rajas! han 

No. 7-671, Nehru Gunj 
Road, Gulbarga. 

Kempegowda Road, Ban­
galore-9. 

Ramakrishna Buildings, 
15-16, Sri Narasimharaja 
Road, Banga.Iore-2. 

41 The Rajasthan Industri- Pusa Niwas, Bhilwara. 
al & Mining Association, 

Tamil Nrulu 

42 AndhraChamberofCom- "Andhra Chamber Buil-
meroe, ding", 272/73, Angappa 

Naick Street, P. B. No. 
1511, Madras-!. 

43 The Indian Chamber of 23, First Line Beach, 
Commerce & Industry, P. B. No. 41, Nagapatti­

nam. 

44 The Madras Chamber of Dare House Annexe, 3/4, 
Commerce & Industry, Moore Street, Madras-!. 

45 The Madras Provincial No. 40, Anqerson Street, 
Foodgrains Merchants' Madras-!. 
Association, 

46- Madurai University, University Building, Ma­
durai-2. 

47 Revenue Bar · Associ&· 42, Pelathope, Mylapore, 
tion, Madras-4. 

48 The Tamil Chamber of "Caithness Hall", 310/311 
Commerce, Linghi Chetty Street, 

Madras-!. 

49 Tamilnad 
Group, 

Gandhian "Sevashram", Madras-5. 

Uttar PrruleBh 

50 National Chamber of G. G. Industries, Post Qffi. 
Industries & Commerce, ce, Agra-4. 
U.P., 

51 Uttar Pradesh Tonage 352, Tulsidas Marg, 
Club, Lucknow-5. 
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Serial 
No. 

Name 

West Bengal 

Address 

52 The Bengal Chamber of Post Box No. 280, Royal 
Commerce & Industry, Exchange, 6, Netaji Su­

bhas Road, Calcutta-!. 

53 Bengal National Cham- P-11, Mission Row Ex­
her of Commerce & In- tension, Calcutta-!. 
dustry, 

54 Bharat Chamber of Com- 195, Mahatma Gandhi 
merce, Road, State Bank Buil­

ding, Calcutta-7. 

55 Gunny; Trades Associ&- 5, Clive Row, Post Box 
tion, No. 573, Calcutta-!. 

56 Income Tax Bar Asso- Ayakar Bhavau, P-7 Cho-
ciation, wringhee Square, Calcut­

ta-!. 

57 Indian Chamber of CJ- India Exchange, Calcutta· 
mmeroe, Calcutta, 1. 

58 The Institute of Cost Cost Acco1illtants' Hall, 
_, 1;1,~-' & Works Accountants of 12, Sudder Street, 

:: India, Calcutta-16. 

59 Merchants' Chamber of 3/1/2, Armenian Street, 
Commerce, Calcutta-!. 

(B) INDIVIDUALS 

Andhra Pradesh 

60 Shri Kapurchand Shri- Sultan Bazar, Hyderabad. 
mal, 

61 Shri J\1. Gopala Rao, 

62 Shri P. Gopal, 

Regd. Medical Practition­
er, P. 0. Pamidi, Distri­
ct Anautapur. 

Chartered Accountant, G. 
M. Street, Tirupati, Chit­
toor District. 

63 Shri R. Kothandaraman, 'LakshmiNilayam' 8, Dw­
arakapuri Colony, Hy­
derabad-4. 

Assam 

64 Shri Amarendra 
Gupta, 

Das Assistant Registrar, Co. 
opeative Societies, Shi· 
llong. 

65 Shli Shankarlal Sharma, Advocate, Supreme Court, 
Editor, Aayakar Nir­
naya, Aditya Press Buil­
ding, Fancyhazar, Gau­
hati. 

Bihar 

66 Shri B. Kumar, 

67 Shri K. M. L. Bakshi, 

68 Shri R. N. Banerjee, 

69 Silri S. Sinha, 

Lecturer, R. S. P. College, 
Jharia, Dhanbad. 

. Editor Ayakar Times, 7, 
Club Road, Ranohi-1. 

Advocate, Muzaffarpur. 

Bungalow No. F-115, 
P. 0. Sindri. 



Seri&l 
No. 

Name 

Delhi 

70 Shri B. S. D. Baliga, 

71 Shri Brahm P. Gupta, 

72 Shri C. L. Madhok, 

73 Comptroller & Auditor 
General of India, 

74 Shri G. I. Vurgese, 

75 Shri N. K. Sanghi, M.P. 

Address 

Member, Railway Board, 
Rail Bhavan, New Delhi. 

C-II/137, Lodi Colony, 
New Delhi-3. 

7E/21, East Patel Nagar, 
New Delhi. 

New Delhi. 

C-262, Defence. Colony, 
New Delhi-3. 

7, Humayun Road, New 
Delhi-H. 

76 ShriN. K. Somani, M.P. 19, Janpath,NewDelhi-1. 

77 Shri N. Nandi, 

78 Shri Narain Lall, 

79 Shri R. K. Gauba, 

80 Shri R. N. Jain, 

81 Shri Raj K. Tandon, 

Gujarat 

82 Shri B. T. Choksi, 

83 Shri C. C. Shah, 

G/1717, Laxmi Bai Nagaro 
New Delhi-23. 

313/70H, . Anandnagar, 
(Near Inderlok), Delhi-7. 

Advocate, Supreme Court• 
Chandni Cho!'k, Delhi. 

Ex-Member, Central 
Board of Direct Taxes, 
S-322, Panchshila Colony, 
New Delhi-17. 

Chartered Accountant, 
Tandon House, 23, Dar­
yaganj, Delhi. 

Advocate, Haripura, Bha· 
vanivad, Surat. 

Chartered Accountant, 
Bank of Baroda Buil· 
ding, Gandhi Road, Ah-
medabad. ' 

84 Shri Dahyabl,l.ai B. Modi, Panini Bhint, Surat. 

85 Shri I. J. Desa:i, Parvati, Nivas', Anand­
nagar Society, Sagram­
pura, Surat-2. 

86 Shri Mohanlal P. Kapadia, 11/1318, Nanavat Road, 
. Surat. 

87 Shri R.N. Vepari, 

Kerala 

88 Shri C. C. Thomas, 

89 Shri C. M. George, 

90 Shri K. ,s. Manavalan, 

Natwarlal Vepa~i & Co., 
Chartered Accountants, 
Laig&te, Kanpith, Surat. 

Chairman, Trichur Muni­
cipal Standing Commit. 
tee, South Bazar, Trichur. 
1. 

Chalissery House, Tri­
ohur-6. 

''Manavala.n'', Palace 
Road, Trichur-1. 

Serial 
No. 

Name Address 

91 Shri N. R. Sreenivasa "Krishna Leela", 
Iyer, Thiruvambady, Trichur· 

1. 

&.92 Shri P. Thomas, 

Madhya Pradesh 

V /202, East Fort, Trichur· 
5. 

93 Shri J as want 
Manav; 

Singh Takhatpur, Distt. Bilas­
pur. 

94 Shri Pallonji N. Mehta, Chartered Accountant, 

Maharashtra 

95 Shri A. L· Pari.J,<h, 

96 Shri B.M.L. Moorthy, 

97 Shri Brijratan 
Mohatta, · 

98 Shri D. D. Shah, 

99 Shri G. L. Pophale, 

100 Shri J. S. Mahendale, 

438, Mahatma Gandhi 
Road, Indore. 

A. L. Parikh & Company, 
152, Narayan .Dhuru 
Street, BoiJ?.bay-3. 

Financial & Commercial 
Journalist, 3/128 Keshav 
Kunj, Bhau Daji Road, 
Matunga, Bombay•l9. 

S. , B. R. Herinan & Mohatta ~ 
(India) Pvt. Ltd., 
Mustafa Building, 
Sir P. M. Road, 
Bombay-I. 

Advocate, Deepak Insu­
rance Buildg., 8/10 Tama­
·rind Lane, Bombay.J, 
B.R. 

110, 4th Lane, Hindu 
Colony, Dadar, Bombay-
14. 

Brahmanwadi, Matungao 
Bombay-19. · 

101 Shri Jayantilal, J. Oza, Accounts Expert, Bhad 
ranagar, Block No. A/12-
7, Malad (West), Bom-• 
bay-64NB. 

102 Shri K. J. Shah, Chartered . Accountant,; 
Hem Kunj, Block No .• 
8, Zaver Road, Mulund, 
Bombay-SO. 

103 Shri Kanti J. Mehta, Ismail Building, 381, D.N 
Road, Fort, Bombay-!. 

104 Shri N. M. Wagle, 

105 Shri N. R. Saiya, 

17 A Carmichael Road, 
Bombay-26. 

10, Velani Bhavan, 
Sevaram Lalvani Road, 
Mulund West, Bombay-
SO. . 

106 Shri Piloo Mody, M. P., Stadium House, 81-83 
Veer Nariman Road, 
Bombay-20. 

107 Shri R.N. Jain, 

108 Shri R. S. Bhatt, 

Advocate, Ladpura, It­
wad, Nagpur-2. 

Chairman, Unit Trust of 
India, Post Rox No. 
2000, Bombay-!. 

109 Shri S. A. L. Narayana Lalit>-Fiat 12, Wode 
Row, house Road1 Bombay-!, 



Serial 
No. 

Name 
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Address 

110 Shri Soha.nlal R. Jhuria, 4, W&lkeshwar Road, 
Bombay. 

111 Shri T. Y. Aney; 

112 Shri V.D. Mazumdar, 

113 Shri V. N. Bhagat, 

Orissa 

Advocate, At & rost­
Wani, Tq. Waui, Distt. 
Yeotmal. 

"Roxana", 109, Queen's 
Road, Bombay-!. 

99, Shivaji Park, Bombay· 
28. (DD). 

114 Shri A. 'Ali, Iqbal Bhavan, P. O. 
Sundergarh. 

115 Shri Kidar Nath, Managing Editor, The 
Social Economist, Bisra 
Road, Rourkela-1. 

116 Shri P. R. Choudhury, At/PO Mahanga, District 
Cuttack. 

Pcnulickerry 

117 Shri A. P. Jegaraj, 

Pu11Qab 

118 Shri B. S. Grewal, 

119 Dr. G. Khanna, 

120 Shri K. R. Bhalla, 

121 Shri R. K. Banlial, 

122 Shri S. K. Gupta, 

1;13 S_!l.ri S. N. Khanna, 

124 Shri S. R. Mittal, 

Rajasthan 

125 Dr. G. R. Toshnival, 

Deputy Registrar of.Co. 
operative Societies, 
(Retd.) & Valuer Agri­

, cultural Lands & Farms 
3, Jawahar La! Nehru 
Street,~ 

Lecturer in Economics, 
Punjabi University, 
Patiala. 

Reader in 
Punjabi, 
Patiala. 

Economics, 
University, 

Kucha Kadan, Amritsar. 

B. D. Bansal & Company, 
Chartered Accountants, 
Karmon Deori, Amrit­
sar. 

Chartered . . Accountant, 
Plot No. 40, Shastri 
Market, Bazar Sabooni­
an, Amritsar. 

, Advocate, 4~ Maqbul 
Road, Amritsar. 

Chartered Accountant, 
Dayanand Road, Civil, 
Lines, Ludhiana. 

Chairman, Board of 
Directors, Toshniwal In­
dustries (P) Ltd,, Mahat­
ma Gandhi Road, 
Ajmer. 

126 Shri Madan Das Mohta, Bahadur Bazar, Kota-6. 

Tamil N aiJu 

127 Shri A. M. M. Aruna­
chalam, 

128 Shri G.D. Naidu, 

"Tiam House", 11/12 
North Beach Road, 
Madras-I. 

I. T. Works, Avanashi, 
Road, Coimbatore-18. 

Serial 
No. 

Name Address 

129 Shri K.' N. Rajendran, 12, Thomsonpet Street, 
P. 0. Kaveripatnam, 
District Dharmapuri. 

130 Shri K. R. Ra..ri!.amani, 1 Advocate, "Windsor", 53 
Edward Elliots Road, 
Mylapore, Madras-4. 

131 . Shri K. S. Sivaraman, Advocate, 2, Thambn 
Chetty Street, Madras­
!. 

132 Shri N. P. Venkatarama- Cost Accountant, 11, 
nan, Court Street, Erode. 

133 Shri S. Swaminathan, 

134 Shri T. V. Viswanatha 
Aiyar, 

135 Shri V. K. Thiruvenka­
tachari, 

136 Shri V. Natarajan, 

137 Shri V. S. K. Durai­
swamy Nadar. 

UUar Pradesh 

138 Shri A. C. Sinha, 

139 Shri Bhagmal Aneja, 

Advocate, "Sri Nivas" 
23/7, Lnz Avenue 
Mylapore,Madras-4. 

Advocate, Sri Venkata 
Vilas, 14, East Mada 
Street, Mylapore, Mad­
ras-4. 

Senior Advocate; 132 
Lloyds Road, Madras-
6. 

10 East Circular Road, 
Madras-28 

85/87, Armenian Street, 
Madraa-1. 

Advocate, 15/90, Civil· 
Lines, Kanpur. 

Taxation Adviser, 9-Ram 
Bagh Road, New Mandi, 
Mnzaffarnagar. 

140 Shri Dharam Pal Anpja, Advocate, Mnzaffamagar. 

141 Shri Hasin Ahmad, 

142 Shri J~ N. Sharma, 

143 Shri Krishna Prasad 
Bhargawa, 

144 Shri P. C. Goyal, 

145 Dr. Mrs. S. Dhawan, 

146 Shri S. V aish, 

147 Shri Satyanarayan 
Bhardwaj, 

148 Lt. Col. V.R. Mo~an, 

Wul Bengal 

149 Shri Beni Shanker 
Sharma, M.P., 

Advocate, Katju Road, 
Allahabad. 

J. N. Sharma & Company, 
Chartered Accountants, 
58/4, · Birhana Road, 
Kanpur. 

G. G.Industries Pvt. Ltd, 
Agra-4. 

2A/208, Azad Nagar, 
Kanpur-2. 

12, Station Road, Luck­
now-!. 

Chartered 
15/96, 
Kanpur. 

Khurja 

Accountant, 
Civil Lines, 

Rooky Villa, Daliganj, 
Post Box No. 6, Luck­
now. 

229, Chittaranjan Avenue 
Calcutta-6. 



Serial 
No. 

Name 

150 Shri H. P. Singh, 

151 Shri K. A. LaXI!lan 
Prabhu, 
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Address 

Singh & Bagadthey, India 
Steamship House, 21, 
Old Court House Street, 
Calcutta-1. 

1/2B, Prince Gulam Md. 
Road, Calcutta-26. 

152 Shri K. N. Bhattachary- Indian Institute of Social 
ya, Welfare & Business Ma-

nagement, College 
Square, Calcutta.-7. 

153 Shri Lakshmipat Singha- 7, Council House Street 
nia, Calcutta. 

154 Shri P.C. Kundu, 

155 Shri Prabhu Dayal 
Mogra, 

P. C. ·Kundu & Company, 
Chartered Accountants, 
25, Waterloo Street, 
Calcutta-1. 

Room No. 67, 2nd Floor, 
167,NetajiSubhas Road, 
Calcutta-7. 

156 Shri S. K. Roychoudh- Chartered Accountant, 
uri, 283 B & C, Vivekanand 

Road, Calciutta-6. 

157 Shri R. N. Lakhotia, 

158 Sbri U. C. Bharwani, 

Editor, Current Tax 
Bulletin, B-16, C.I.T. 
Roa.d, Ca.lcutta-14. 

3, Hartford Lane, Ca.lout­
ta.-16. 

III-Departmental 

(A) DEPARTMENTAL 

159 All India. Federa.tion of Income-tax Gazetted Services 
Association, New Delhi. 

160 Indian Revenue Service (I.T.) Association, New 
Delhi. 

161 The Association of (Gazetted) Officers of the 'Income­
tax Dopa.rtment, Vidarbha. & Mara.thwada, Na.gpur. 

162 The Guja.rat Income-tax Ga.zetted Officers Associa-
tio, Ahmedabad. · 

163 Income-tax Gazetted Services Association, (Ra.jas­
than) Jaipur. 

164 I.R.S. (Income-tax) Association, Madras Unit, 
Madras. 

165 The Madra.s Income-tax (Gazetted) Services Associa­
tion, Madras. 

166 The Punja.b Income-tax Ga.zetted Officers' Associa­
tion, J ullundur. 

(B) CENTRAL BOARD OFDffiECT TAXES 

167 Shri R. N. Muttoo, 
Chairman. 

168 Shri R.D. Shah, Member. 

169 Shri H.A. Shah, Member. 

(C) DffiECTORS OF INSPECTION: 

170 Shri D. Subramanian, 

J7J Shri R. N. Limaye. 

(D) COMMISSIONERS OF INCOME-1'; X 

172 Shri A. Ba.lasubramanian. 

173 Shri A vtar Singh. 

174 Shri B.A. Shariff. 

175 Shri B.K. Ba.gohi. 

176 Shri C.C. Ganapathy. 

177 Shri G.E. Joseph. 

178 Shri H.D. Bah!. 

179 Shr .H.L. Bhatia. 

180 Shri K. Jagannathan. 

181 Shri M.D. Varma. 
1!!2 Shri M K. Nair. 

183 Shri N.D. Sakhwalkar. 

184 Shri O.V. Kuruvilla. 

185 Shri Ji'.L. Ma.lhotra. 

186 Shri P. Sadagopan. 

187 Shri R.R. Chopra. 

188 Shri R.V. Ra.maswamy. 

189 Shri S.N. Sa.stri. 

190 Shri S.V. Ramaswamy. 

191 Shri T.R. Viswanathan. 

192 Shri V.D. Sonde. 

193 Shri V.J. Karnik. 

194 Shri V .S. Desika.oha.ri. 

195 Shri V.S. Narayanan. 

196 Shri V.V. Badami. 

(E) ADDITIONAL COMMISSIONERS OF INCOME-TAX 

197 Shri J.C. Ka.lra. 

198 Shri R.N. Bose. 

199 Shri S.M. Shah. 

200 Shri S.N. Ma.thur. 

201 Shri S. T. Tirumalacha.n. 

(F) ASSISTANT COMMISSIONERS OF INCOME-TAX 

202 Sh;i A.J. Rana. 

203 Shri A. Nundy. 

204 Shri A.R. Rao. 

205 Shri B.M. Sharma. 

206 Shri C.B. Rathi. 

207 f hri C.N. Vaishnav. 

208 Shri Chunni L&l. 

209 Shri D.C. Aggarwal. 

210 Shri D.G. Pradhan. 

211 Shri Dharni Dhar. 

212 Shri E.D. Helms. 

~~3 S~ri G.P. Gupta, 
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214 ·Shri G. R. Ragha.va.n. 234 Shri S.B. Jain. 

215 Shri J. P. Sha.rma.. 235 Shri S.K. Sarma.. 

216 Shri J. S. Dulat. 236 Shri S.M. Baga.i. 

217 Shri K. C. Sriva.sta.va.. 237 Shri S.P. Varma. 

218. Shri K. R. Sriniva.sa.n. 238 Shri S. Rajaratnam. 

219 Shri L.S.S. Cha.kra.va.rthy. 239 Shri Sangram Singh. 

220 Shri M. Balakrishna. Menon. 240 Shri T. R. Aggarwal. 

221 . Shri M. Gurulinga.m. 241 Shri T. Sada.sivan. 

222 Shri M. J. Matha.n. 242 Shri T.V. Ramakrishna. 

223 Shri M.M. Pra.sad. 243 Shri V.P. Gupta. 

224 Shri M.P. Argika.r. 244 Shri V. Ra.gha.van. 

225 Shri M. Ramalingam. 

226 Shri N. N. Rampal. 
(G) INCQME.TAX OFFICERS 

245 Shri C.R. Sunda.ra.rajan. 
2?7 Shri N. Subba Rao. 

246 Shri G. Satya.ne.ra.yana. 
228 Shri P.K.V. Ragha.van. 

247 Shri M.M. Pra.sa.d. 
229 Shri P .S. Gopalakrishnan. 

230 Shri R.N. Singhal. (H) NON.GAZETTED STAFF 

231 Sbi-1 R. Narasimhan. 248 Shri A.K. Bhattacharyya.. 

232 Shri R. Praaad. 249 Shri Ra.vindra. Kumar. 

233 Shri R.S. Mani. 250 Sliri. S. C. Aggarwal. 



Place 

Calcutta 

APPENDIX V 

List of persons who appeared before the Committee. 

Serial 
Date No. Name 

23·11·70 

24·11·70 

1 Merchants' Chamber of 
Commerce, Calcutta. 

Representatives: 
Shri S.N. Dalmia, Presi. 
dent. 

Shri B.S. Kothari. 
Shri A. Kothari. 
Shri H.L. Somany. 
Shri D.M. Kothari. 
Shri H.R. Bose. 

2 Shri B.K. Bagchi, Com· 
missioner of Income­
tax, West Bengal-I. 

3 Shri C.R. Krishnamurthi, 
Commissioner of Income­
tax, West Bengal-I!. 

4 Shri B. S. Nadkarni, 
Commissioner of Income­
tax (Central), Calcutta. 

5 Shri R.N. Bose, Addl. 
Commissioner of Income· 
tax, Calcutta. 

6 Shri S. Chaudhuri , 10, 
Old Post Office Street, 
Calcutta. 

7 Bengal Chamber of 
Commerce & Industry, 
Calcutta. 

Representatives: 
Shri S.P. Acharya. 
Shri K.C. Khanna. 
Shri B. Venkataratnam. 
Shri A.T. Robertson. 

8 Shri V. S. Narayanan 
Commissioner of Income­
tax, Bihar, Patna. 

9 Shri G.P. Gupta, Inspect. 
ing Assistant Commis· 
sioner of Income-tax, 
Muzaft'arpur. 

10 Shri D. C. Aggarwal, In. 
speoting Assistant Com­
missioner of Income­
tax, Dhanbad. 

11 ShriP.C.Kundu, Chartert . 
ed Accountant, Calcutta. 

12 Shri R.P. Chopra, Commi­
ssioner of Income-tax 
(Retd.) West Bengal-I. 

Place 

Calcutta 

Serial 
Date No. Name 

25-11-70 

26-11-70 

13 Income-tax Bar Associ­
ation Calcutta. 
Representatives: 

Shri Meghnath Banerjee. 
Shri Biren Banerjee. 
Shri C. R. Banerjee. 

14 Shri K. N. Bhattacharyya, 
Calcutta. 

15 Shri R. Prasad, Inspecting 
Asstt. Commissioner of 
Income-tax, Calcutta. 

16 Association of Company 
Secretaries, · Executives 
& Advisers, Calcutta. 

Representatives: 
Shri K. K. Mitra. 
Shri S. Bhattacharya. 

17 Shri Kidar Nath, Rourkela. 
18 Shri A. Ali, Sundergarh. 

19 Bharat Chamber of Com-
merce, Calcutta. 

Representatives: 
Shri R. R. Bhiwaniwalla. 
Shri L. R. Das Gupta. 
Shri K. L. Dhandhania. 
Shri V. D. Chaturvedi. 
Shri Shital P. Jain 

20 Shri K. M. L. Bakshi, 
Ran chi. 

21 Shri S. N. Mathur, Addi­
tional Commissioner of 
Income-tax, Patna. 

22 Shri R. N. Lakhotia, 
Calcutta. 

23 Shri P. M. 'Narielvala 
Calcutta. •· ' 

27-11-70 24 Bengal National Chamber 
of Commerce & Industry, 
Calcutta. . 

Representatives: 
Dr. B. N. Ghose. 
Shri A. R. Datta Gupta. 
Shri G. Saba. 
Shri R. N. Mitra. 

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



Place 

Calcutta 
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Date Serial Name 

27·ll·70 

No. 

Shri T. D. Chatterjee. 
Shri S. B. Dutt. 
ShriS. Roy. 
Shri M. C. Poddar. 
Shri Niranjan Saba. 

25 Shri R.N. Banerjee, Ad 
vooate, Muzaffarpur. 

26 Shri s. v. Ra.maewamy, 
Commiesioner of Inoome­
tax, West Bengal-ill. 

27 Shri S. K. Roychoduhuri, 
Chartered Accountant, 
Calcutta. 

28 The Institute of Cost & 
Works Aooountants of 
India, Calcutta. 

Representatives : 
Shri R. Nanabhoy, Pre 
aident. 
Shri B. K. Shom, Vice 
l'.'eSident. 
bbri S.. N. Ghosh, Seo 
retary. 
Shri M. R. S. Iyengar, 
Council Member. 
Shri N. S. Venkatakri· 
Bhnan. 

2 CJ Shri ·B. Kumar, Jharia. 

28-11-70 30 Indian Chamber of Com-
merce, Calcutta. 

Representatives : 
Shri R. P. Goenka. 
Shri B. P. Khaitan. 
Shri J. M. Singhi. 
Shri P.M. Narielvala. 
Shri C. S. Pande. 
Shri B. K. Warrier. 

31 Shri Lakshmipat Singh· 
ania, Calcutta. 

32 Shri K. Jagannathan 
Commissioner of Income· 
~. Orissa, Bhubane· 
swar. 

33 Shri A. Nundy, Inspect­
ing Aastt. Commi&&ioner 
of Inoome-ta:x, Cal­
outta. 

34 Shri J. Ra.ma Iyer, In­
specting Asstt. Com­
missioner of Income-tax, 
Calcutta. 

35 Shri D. R. Chakravorthy, 
Inspecting Asstt. Com­
missioner of Income­
tax, Calcutta. 

Place 

~ewDelhi 

Date Serial Name 

15·12-70 

16-12·70 

17-12-70 

No. 

36 Shri R. D. Shah, Member, 
Central Board of Direct 
Taxes, New Delhi. 

37 Shri C. C. Ga.napathy, 
Director of Inspeotion 
(Investigation), New 
Delhi. 

38 Shri D. Subramanian; 
Member, Monopolies 
and Restrictive Trade 
Practices Commission, 
New Delhi. 

39 Shri N. K. Somani, M. P. 
New Delhi. 

40 Shri B. S. D. Baliga 
Member, Railway Board 
New Delhi, 

41 Shri E. D. J;Ielms, App· 
ellate Aaaistant Com· 
missioner of Inoome· 
tax, New Delhi. 

42 Punjab, Haryana & 
Delhi Chamber of Com· 
merce & Industry, 
New Delhi. 

Representatives : 
Shri Raghunath Rai. 
Shri Mohinder Puri. 
Shri C. K. Hazari. 
Shri Onkar Nath. 
Shri Rameshwar Tha-

kur. 

Shri H. R. Gupta. 

Shri M. L. Nandrajog. 

Shri S. Ganapathi. 

43 Shri Ravindra Kumar, 
Inoome-tax Inspector. 
New Delhi. 

44 Shri H. A. Shah, Member, 
Central Board of Direct 
Taxes, New Delhi. 

45 Shri A. J. Rana, Addi· 
tiona! Direetor, Dir· 
ratorate ofEnforoement, 
New Delhi. 

46 Shri G. I. Vurgese, New 
Delhi. 

47 Shri M. M. Prasad, Ins­
pecting Assistant Com· 
missioner of Income­
tax, Jammu. 

48 Shri S. P. Varma, Ap· 
llate Assistant Coli· 

~ioner of Income· 
tax, Jammu. 



Place 

New Delhi 

Date 

18-12-70 

19-12-70 

21-12-70 

Serial 
No. 

Name 

49 All India Federation of 
Income-tax Ga_ze~ted 
Services AssoCiatiOn, 
New Delhi. 

Representatives : 
Shri V. P. Gupta. 
Shri L. S. S. Chakra· 

varthy. • 
Shri R. C. Pande. 
Shri A. K. Chak:ravarty. 
Shri P. P. Thuk:ral. 

liO Shri R.N. Limaye, Dir· 
ector of Inspection 
(Income-tax), · New 
Delhi. 

Iii Shri G. R. Toshniwal, 
Ajmer. 

62 Shri S. K. Gupta, Char-
tered Accountant, 
Amritsar. 

• 63 Shri Chnnni La!, App. 
ellate Asstt. Commiss­
ioner of .• Income-tax, 
Bikaner. 

64 Shri C. L. Madhok, New 
Delhi. 

lili Shri M. K. Nair, Comm­
iesioner of Income-tax, 
Patiala. 

66 Shri R. K. Gauba, Advo­
cate, Delhi. 

67 Dr. G. Khanna, Pnnjabi 
University, Patiala. 

68 Shri B. S. Grewal, Pnn­
jabi University, Patiala. 

69 Shri Beni Shanker Sharma, 
M. P., New Delhi. 

60 Shri Sangram Singh, 
Dy. Director of Ins­
pection (Income-ta;.:), 
New Delhi. 

61 Shri V. P. Gupta, Ins­
pecting Aestt. Commiss­
ioner of Income-tax, 
New Delhi. 

62 Shri P. L. Malhotra, 
Commiesioner of Income-
tax, (Central), New 
Delhi. 

63 Shri N. K. Sanghi, M. P., 
New Delhi. 

64 Shri N. Nandi, New 
Delhi. 

22-12·70 66 Income-tax Gazetted 
Services Aesociation, 
Rajasthan, Jaipnr. 

Representatives : 
Shri S. K. Nernrkar 
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Place 

New Delhi 

Date 

22-12-70 

23-12-70 

Serial 
No. 

Shri 
Shri 
Shri 
Shri 

Name 

M. R. Aggarwal 
G. c. Mathur. 
R. P. Chopra. 
R. N. Dey. 

66 Shri Piloo Mody, M. P., 
New Delhi. 

67 Shri S. B. Jain, Inspecting 
(Asstt. Commissioner of 
Income-tax (Central), 
New Delhi. 

68 Shri K. C. Srivastava 
Senior Authorised Re· 
presentative, Income-tax 
Appellate Tribunal, 
New Delhi. 

69 Shri B. M. Sharma, Ins­
pecting Aestt. Comm­
issioner of Income-tax, 
Chandigarh. 

70 . Shri N. N. Rampal, Offi. 
cer on Special Duty, 
Tax Research Unit, 
Ministry of Finance, 
New Delhi. 

71 Shri R. N. Jain, Ex­
Member, Central Board 
of Direct Taxes, New 
Delhi. 

72 Shri V. Ganri Shanker, 
Director of Revenue 
Audit, Office of the 
Comptroller & Auditor 
General of India, New 
Delhi. 

73 Shri S. N. Khanna, Ad­
vocate, Amritsar. 

74 Shri C. B. Rathi, Ins­
pecting Aestt. Commies· 
sioner of Income-tax, 
Amritsar. 

76 Shri R. K. Bansal, Char-
tered Accountant, 
Amritsar. 

76 Shri S. M. Bagai, Deputy 
Director, Directorate of 
Enforcement, New 
Delhi. 

77 Shri C. R. Sundararajan, 
Deputy Secretary, Union 
Public Service Com­
miesion, New Delhi. 

24-12-70 78 Shri Madan · Das Mohta. 
Kota. 

79 Central Secretariat 
Stenographers' Service 
Aesociation, New Delhi. 

Representatives : 

Shri A. Ramaswamy, 
President. 



I' lace Date 

New Delhi 24·12-70 

Madras 11-l-71 

12·1-'71. 

Serial 
No. 

Name 

Shri B. 1'. Gupta, Vice. 
President. 

. Shri M.G. Swaminathan, 
Hony. Seoy. 

Shri Gopi l\lohan, 
Hony. Joint Secy. 

80 Shri J. S. Dulat, Appel­
late Asstt. Com­
miBBioner of Income-tau:, 
Ambala. 

81 Shri K. A. Laxman l'ra· 
bhu, Calcutta. 

82 Shri N. Subba Rao, Addl. 
Commissioner of Income· 
taa;, Madras. 

83 Shri.M.Gurulingam,App­
ellate ABBtt. Commis­
sioner of Income-tal::<, 
Madras. 

84 Shri T. Sadasivan, Ins· 
pecting ABBtt. Com· 
miBBioner of Income-tax, 
Madras.· 

85 Madras Chamber of Com-
meroe and Industry, 
Madras. 

Representatives: 
Shri A. K. Sivarama­
krishan. 

Shri G. E. Solomon. 
Shri C. S. Vidyasankar. 

86 Shri N. 1'. Venkatara· 
manan, Cost Accoun­
tant, Erode. 

87 Bhri V. V. Badami, Co· 
miBBioner of Income-
tax, Madras-!. 

88 Tamilnad 
Group, 
Madras. 

Gandhian 
"Sevasharm", 

Representative: 
Shri R. R. Dalavai 

89 Shri K. S. Bivaraman, 
Advocate, Madras. 

90 Indian Revenue Service 
Income Tax ABBocia· 
tion, (Madras Unit), 
Madras. 

Representatives : 
Shri R. V. Ramaswamy. 
ShriT. A. Balakrishnan. 
Shri J. K. Kurian. 
Shri A. Balasubrama· 

nian. 
Shri s. Bapu. 
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I' lace 

Madras 

Date Serial 
No. 

Name 

13-1-71 91 Tamil Chamber of 
Commerce, Madras . 

Representatins: 
Shri G. K. Sankar. 
Sbri V. S. K. Dnrai-
swamy, Nadar. 

Shri V. Ramachandran. 
Shri C. L. Mehta. 

Shri N. Swaminathan. 

92 Shri K. R. Ramamani, 
Advocate, Madras. 

93 Sbri V.D. Sonde, Com-
miBBioner of Income. 
tax, 1\ladras-II. 

94 Revenue Bar Associa-
tion, Madras. 

Representatives :; 
Shri S. Swaminathan. 
Sbri K. Srinivasan. 
Sbri 1'. Sundaramurthy. 

Mudaliar. 
Sbri C. V. Mahalingam. 
Shri S. V. Subramanian. 

95 Shri A. M.M. Arunacha· 
lam, Madras. 

96 Sbri R. V. Ramaswamy, 
Commissioner of Income­
tax, (Central), Madras. 

97 Sbri M. B. Menon, De­
pully Director of 
Inspection (Intelligence), 
Madras. 

98_ Shri S. K. Sarma, Ins­
pecting ABBtt. Commis­
sioner of Income-tax, 
(Audit), Madras. 

99 Shri T. V. Ramakrishna, 
Authorised Represen­
tative, Income-tax App­
ellate Tribunal, Madras. 

100 Sbri A. K. R. Prabhu, 
Senior Authorised Re­
presentative, Income­
tax Appellate Tribunal, 
Madras. 

16-1-71 101 Madras Income-tax (Ga-
zetted) Services ABBO· 
ciation, Madras. 

Representatives : 
Sbri M. B. Menon. 
Shri N. Subramanian. 
Shri M. S. Ramaswamy. 
Shri V. S. Seshadri. 
Shri V. Krishnamoor· 
thy. 



Place 

Madras 

Trivandrum 

Date 

16-1-71 

18-1-71 

Serial 
No. 

Name 

102 Madras Provincial Food-
grains Merchants' As­
sociation, Madras. 

Representatives : 
Shri R. P. Agarwal­
Shri D. Narasimha-
swamy. 

Shri M. A. Thangappan, 
Shri P. Krishnamurthy, 

103 ShriV.Natarajan,Madras. 

104 Shri V. K. Thiruvenkata­
chari, Senior Advocate, 
Madras. 

105 Shri S. Rajaratnam, 
Inspecting Asstt. Com­
missioner of Income­
tax, Madras. 

106 Indian Chamber of Com 
merce and Industry· 
Nagapattinam. 
Representative: 

Shri S. Thiagarajan. 

107 Chamber of Commerce, 
Trivandrum. 

Representatives: 
Shri S. V.Pandit. 
Shri P.Krishn&n. 
Shri A. Subramonian. 
Shri K. Arunachalam. 

19-1-71 108 Chamber of Commerce, 
Trichur. 

Representatives: 
Shri K. S. Manavalan. 
ShriP. V.John. 
Shri C. P. Rao. 

109 Shri S. N. Sastri, Commis­
sioner of Income-tax, 
Kerala. 

110 Shri S. T. Tirumalachari, 
Addl. Commissioner of 
Income-tax, Kerala. 

20-1-71 111 Shri M;J. Mathan, Appel­
late Asstt. Commission­
erof!ncome-tax, Trichur. 

NEW DELm 15-2-71 112 ThelnstituteofChartered 
Accountants of India,· 
New Delhi. 

Representatives : 
Shri M. C. Bhandari. 
Shri A. B. Tandon. 
Shri A. K. Sivaram­

krishnan. 
Shri Y. H. Maligham. 
Shri C. Balakrishnan. 

113 Shri H. L. Bhatia, Com­
missioner of Income-tax, 
Lucknow. 
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Place 

New Delhi 

Bombay 

Date 

16-2-71 

17-2-71 

Serial 
No. 

114 

115 

116 

Neme 

National Chambe'r ,-.of 
Industries and Commer­
ce, U. P., Agra. 

RepresentatiVes: 
ShriK.P. Bhargava. 
Shri B. N. Bhargava. 
ShriM. M. Agarwal. 

Shri J. N. Sharma, Char-
tered Accountant, 
Kanpur. 

Shri S. V aish, Chartered 
Accountant, Kanpur. 

117 Uttar Pradesh Ton~ge 

118 

119 

120 

Club, Lucknow. ··•· · · 
Reprcsentatiwe : 
Shri Baljit Singh. 

Shri P. C. Goyal, Re­
tired Commissioner of 
Income-tax, Kanpur. 

Shri R. N. lluttoc, Chair­
man, Central Board of 
Direct Taxes, New Delhi • 

Dr. R. N. Bhargava, 
Senior Professor and 
Head, Depertment of 
Economics, Ba.naraa 
Hindu University, 
Varanasi. 

121 Shri A. C. Sinha, Advo­
cate, Kanpur. 

15-3-71 122 Indian Mercha.Dts Cham­
ber, Bom.hay. 

Representatives: 
Shri Hariah Mahindra. 
Shri G. P. Kapadia. 
Shri G.B. Doshi. 
Shri C. C. Chokshi. 
Shri Pratap Bhogilal. 

123 Shri B rijrata.n;s. Mohatta, 
Bombay. 

124 Shri S. A. L. Narayana 
Row, Chairman Central 
Board of Direct Taxes 
(Retd). 

125 Federation of Association 
of Small Industries of 
India, 'La:ghocdyog 
Kutee', 23-B/2, Rohtak 
Road, New Delhi-5. 

Representatives: 
Shri G. B. Bewa.lkar. 
Shri U. A. Vaidya. 
Shri H. A. Vora. 

126 Shri B. M. L. Moorthy, 
Financial a.nd Commer­
cial Journalist, Bombay, 

127 Shri D. D. Shah, Ad~o­
oate, Bombay. 



Place 

Bombny 

Date Serial 
No. 

Name 
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16·3·71 128 Bombay Chamber of Com-
merce and Industry, 
Bombay. 

Representatives : 
Shri B. R. Tannan, 
Chairman. 

Shri J.B. Bowman, Vice 
President. 

Shri T. Pooran, Member. 
Shri C.S. Samnel, Member 
Shri M. M. Thakore, 
Member 

Shri V. Parasnram, Asstt. 
Secretary 

129 Life Insnrance Corpora­
tionoflndia, Bombay. 

Representatives : 
Shri H. G. Rawal. 
Shri E. B. Mistri. 
Shri W. P. Jaoob. 
Shri H. B. Patil 

130 Bombay Shroffs Associa. 
tion, Bombay. 

Representatives: 
Shri Jayantilal M. Shah. 
Shri Bipin Chandra K. 
Jhaveri. 

Shri Chandrakant Jera­
jani. 

Shri I. S. Parikh. 
Shri M.A. Parikh. 
Shri C. V. Modi. 
Shri C. M. Nanavati. 

131 Shri S. L. Kirloskar, 
Poona. 

132 Shri R. S. Bhatt, Chair· 
man, Unit Trust of 
India, Bombay. 

133 Paper Traders Associa­
tion, Bombay. 

Representatives : 
Shri Shanti Lal C. Kada­

kia. 
Shri Jitendra S. Shah. 
Shri Shantibha.i Shah. 

17 .a. 7l 134 Tax-Payers' Association 
of India Ltd., Bombay. 

Representatives: 
ShriV. D.Muz11mdar. 
Shri B. B. Athalye. 
BhriS. V.Pikale. 
ShriG. L. Pophale. 

· 135 Stock Exchange, Bombay. 
Representative : 

Bhri P. J. Joejeebhoy. 

Place Date Serial 
No 

Name 
-----· ___ ...;,_ ________ _ 
Bombay 17-3-71 136 ShriO.V.Knrnvilla,Com-

missioner of Income-tax, 
Bombay City-L 

137 Shri G. L. Pophale, Bom· 
bay. 

138 Indian Motion Pictnre. 
Producers' Association, 
Bombay. 

Representatives: 
Shri I. K. Menon. 
Shri Ba.kshi J ang Baha­

dnr 
Shri Sri Ram Bohra. 
Shri R. K. Kohli. 

139 Shri N. M. Wagle, Bom­
bay. 

18-3-71 140 All India Manufacturers 
Organisation, Bombay. 

Representati'v:es: 
Shri M. R. Shroff. 
ShriB. S.Mohatta. 
ShriN. D. Sahnkar. 
Shri S. B. Todi. 
BJuiP. A.Shah. 
Shri 0. P. Roy. 

141 Shri S. M. Shah, Addl. 
Commissioner of Income· 
tax, Bombay. 

142 Shri D. G. Pradhan, 
Authorised Representa­
tive, Income-tax Appel· 
late Tribunal, Bombay. 

Shri V. Raghavan, Appel­
late Assistant Commis­

. sioner of Income-tax, 
Bombay. 

143 Tax Practitioners' Asso· 
ciation, Nasik. 

Representative : 
Shri M. K. Shakdwipi. 

19-3-71 144 Clothing Mannfactnrers' 
Association . of India, 
Bombay. 

Representatives : 
Shri P. N. Amarsey. · 
Shri I. S. Mehta. 
ShriJ.J.Desa.i. 
Shri Mohan Mahtaney. 

140 Shri N.R. Sa.iya, Bombay. 

146 Shri K. J. Shah, Char­
tered Accountant, Bom· 
bay 

147 Shri H.D. Bahl, Com­
missioner of Income-tax, 
Bombay City-IT. 
Shri G. E. Joseph, Com­
missioner of Income-tax, 
Bombay (Central). 



Place 

Bombay 

Ahmedabad 

Date . Serial No. Name 

19-3-71 148 Income-tax and Sales 
Practitioners' Associa­
tion, Poona. 

Representatives : 
Shri S. C. Shah. 
ShriP. K.Lalwani. 
ShriK. C. Trivedi. 

149 Shri J. S. Mehendale, Bom­
bay. 

20-3-71 150 Bombay Chartered Ac­
countant's Society, Bom­
bay. 

Representatives: 
Shri C. C. Dalal. 
Shri Bansi S. Mehta. 
Shri Ambalal S. Thakkar. 
Shri S. V. Ghatalia. 

151 Shri C. N. Vaishnav, Add!. 
Commissioner of Inoom e 
tax, Bombay. 

152 Shri A. Balas.;bramanian, 
Commissioner of Income­
tax, Poona. 

153 Engineering Association 
oflndia, Bombay. 

Representatives: 
Shri Homi J. M. Tale-

yarkhan. 
Shri S. C. Chokhani. 
ShriD. S.Mehta. 
Shri D. M. Nigandhi. 
Shri D. R. Shroff. 
Shri A. C. Patankar. 
Shri T. S. Shetty. 

154 Shri M. P. Argikar, Ins­
pecting Asstt. Commis­
sioner of Income-tax, 
Bombay. 

155 Shri N.A. Palkhivala, Ad­
vocate, Bombay. 

22-3-71 156 Gujarat Chamber of 
Commerce and Industry, 
Ahmedabad. 

Representatives: 
Shri Balkrishna Hari. 

vallabhdas. 
Shri Indubhai Dahya. 

bhai. 
Shrl Bipinchandra· M. 

Jagabhaiwala. 
Shri Atmaram Bhogilal 

Sutaria. 
Shri H. M. Talatl. 
Shri H. V. Vasa. 
Shri C. C. Shah. 
Shri S. K. Shah. 

Place 

Ahmedabad 

Date Serial No. Name 

22-3-71 Shri Ani! R. Shah. 
Shri Thakorbhai P. Amin. 
Shri I. N. Kania. 

157 Shri B • .A. Sharif, Com­
missioner of Income-tax, 
Gujarat-m. 

158 Shri R. N. Vepari, Char­
tered Accountant, Surat. 

159 Shri Bhupendra Th~kor­
das Choksi, Advocate, 
Sur at. 

23-3-71 160 Ahmedabad Millowners' 
Association, Ahmedabad. 

161 

162 

Representatives: 
Shri P. T. Munshaw. 
Shri H. M. Talati. 
Shri Ani! R. Shah. 
Shri H. M. Patel. 
Shri J ayantilal Bhikha.· 

bhai, 
Shri R. M. Dave. 

Saurashtra University, 
Ra.jkot. 

Representatives : 
Shri C. N. Hakani. 

' Shri D. L. Munim. 
Shri N. D. Sakhwalkar 
Commissioner of Income: 
tax, Gujarat-II, Ahmed­
abad. 

163 Income-tax Bar Associa­
tion, Ahmedabad. 

Representatives: 
Shri S. K. Shah, 
Shri L. G. Thakker. 
Shri H. M. Talati. 
Shri N. R. Divetia, 
Shri Dhirubhai Shah. 
Shri C. M. Shah. 
Shri D. B. Shah. 
Shri S. K. Shah. 
Shri B. L. Bha.tt. 
Shri T. P . .A.min. 

164 Shri I. J. Desai, Surat. 
165 Gujarat University, Ah­

meda.bad. 
Representatives: 

SmiJ. c. Triv~di. 
Shri H. K. Trivedi. 

24-~-1971• 166 Cha.rtered Accountant's 
.A.ssocia.tion, Ahmedabad. 

Representatives : 
Shri H. V. Vasa.. 

Shri C. R. Sharedala.l. 
Shri 0. S. Pa.tel. 
Shri D. B. Shah. -· ...... _________________________ _ 



Place · 

Ahmedabad 

New Delhi· 

Date Serial 
No 

Name 

24-3-1971 Shri S. K. S)lah. 

14-4-71 

Shri V. R. Shah. 
Shri N. S. Mehta. 
Shri J. M. Patel. 

167 l3hri K. R. Srinivasan, 
Inspecting Asstt Com­
missioner of Income-tax, 
Ahmedabad. 

168 Shri J. P. Sharma,Ap. 
pellate Asstt. Commis­
sioner of Income-tax, 
Baroda. 

169 · Shri R. N. Singhal, 
Appellate Asstt. Com­
missioner of Income-tax, 
Ahmedabad. 

170 Southern Gujarat Cham­
ber of Commerce and 
Industry, Surat. 

Representatives: 
Shri Bhagwandas K:. 

Lekhadia. 
Shri Prabhudas B. Mo· 

dy. 
Shri I. J. Desai. 
Shri B.T. Choksi. 
Shri D.B. PateL 

171 Gujarat Income-tax Ga­
zetted Officers' Associa- . 
tion, Ahmedabad. 

Representatives : 
Shri A. N. Rao. 
Shri S. D. Phanse. 
Shri P. L. Uppal. 
Shri P. V. Menon. 
Shri K. C. Rao. 

· Shri V. M. Mandli.k. 
Shri V. Srinivasan. 

172 Indian Revenue Service 
(Income-tax) Associa­
tion, Ahmedabad Unitt 

Representatives : 
Shri S. Y. Gupte. 
Shri N. U. Raval. 
Shri R.N. Singhal. 
Shri R. K. Upadhyaya. 
Shri A. M. Kher. 

173 Federation of Indian 
. Chambers of Commerce 
and Industry, New 
Delhi. 

Representatives : 
Shri S. S. Kanoria, 

President. 
Shri A. K. Jain. 
Shri B. D. Somani. 
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Place 1. 

New Delhi 

.,. 

Hyderabad. 

Nagpur 

Date Serial 
No. 

Name 

14-4-1971 Shri D. N. Patodia. 
Shri G. L. Bansal. 
Shri 0. P. Vaish. 

9-8· 71 17 4 Indian Revenue Service 
(I.T.) Association, New 
Delhi. 

23-8-71 

24-8-71 

Representatives : 
Shri P. S. Bha,skaran. 
Shri M. C. Joshi. 
Shri G. C. Aggarwa.l. 
Shri C.V. Padmanabhan. 

175 Shri M.D. Varma, Com­
missioner of Income-tax, 
Andhra Pradesh-!. 

176 Shri P. Sadagopan, Com­
missioner oflncome-tax, 

Andhra Pradesh-IT. 

177 Shti M. Gopala Rao­
Registered Medical Prac­
titioner, Pamidi 'P.O •. 

178 Shri R. Kothandaraman, 
Hyderabad. 

179 Hyderabad 
Chamber of 
& Industry, 
(S.C. Rly ). 

Karnatak 
Commerce 
Gulbarga, 

Representatives : 
Shri H. M. Kheny. 
Shri Dhanwant Patil. 
Shri A. G. Desai. 

25-8-71 180 Mysore State Chartered 

181 

26-8-71 '182 

Accountants, Associa-
tion, Bangalore. 

Representatives : 
Shri J. Gopalakrishnan. 
Shri V. Sivaramakrish-

nan. 
Shri K. Y. Sresty. 

Mysore Chamber of 
Commerce & -Industry, 
Bangalore. 

Representatives : 
Shri B. V. Rathanaiah 
Setty. 

Shri A. Krishna Murti. 
Shri J. Srinivasan. 
Shri M. R. Ranga Rath. 
nam. 

Shri G. N. Krishna Mur· 
ty. 

Association of (Gazetted) 
Officers .of the Income­
tax Department, Vidar. 
bha and Marathwada, 
Nagpur. 

Representatives: 
Shri L. S. S. Chakravar. 

thy. 



Place Date 

Nagpur !6-8-71 

Serial 
No. 

Naine 

Shri D. K. Tiwari 
Shri V. B. Padode. 
Shri G. M. Deshpande. 
Shri A. W. Waikar. 

183 Shri Pallonji N. Mehta, 
Chartered Accountant, 
Bombay. 

184 Shri T. V. Auney, Ad­
vocate, At & post-Wani­
Tq-Wani, Distt. Yeotmal 
(Vidarbha). 

185 Wholesale Grain and 
Seeds Merchant's Asso­
ciation, N agpur. 

Representatives: 

Shri Banwarilal J ejani. 
Shri Premjibhai Shah. 
Shri Shyamsunder Gup~ 
ta. 

Shri Mohanlal Agrawal. 
Shri Kishu.nlal Sad.hi­
ram, 
Shri B. G. Vairagade. 

~8'7 

Place 

Nagpur 

Date Serial 
No. 

Name 

26-8-71 186 Shri R. N. Jain, Ad­
vocate, Itwari, Nagpur. 

187 Shri V. J. Karnik, Com· 
missioner of Income-tax 
Vidarbha & Marathwa­
da. 

27-8-71 188 ;N'ag-Vidarbha Chamber, 
ofCommeroe, Nagpur. 

RepreSentatives: 

Shri V. D. Loya. 
Shri B. K. Bagri. 
Shri Abbas Ali Kamal. 
Shri G. D. Chandak. 
Shri H. M. Shukla. 

189 Shri L. S. S. Chakravar­
thy, Senior Authorised 
Representative, Income­
tax, Appellate Tribunal, 
Nagpur. 

190 Shri Jaswant Singh Ma­
nav, Takhatpur, Bilas. 
pur Distt. 



Ai>PENDl:X Vl 

PROPOSED SCHEME FOR ALLOTMENT OF PERMANENT. ACCOUNT NUMBERS 

1. Type of permanent account number 

· (i) The permanent account number will be a 
numeric code allotted in sequential order. . 

(ii) The code will have eight numeric digits 
running from 00000000 to 99999999 and can 
cover ten crores of persons. There will be thus 
adequate provision for expansion in the foresee-
able future. · · 

(iii) To facilitate visual identification and 
memory and also the decentralisation of the 
issuance of the code, the number may be broken 
up into three parts by hyphens. 

(iv) The first two digits could constitute a 
State code. It is preferable to have numbers 
issued State-wise rather than Commissioners' 
charge-wise as the jurisdiction of Commissioners 
is liable to frequent changes. The State codes 
will run from 00 to 99. States like Maharashtra, 

-Gujarat, West Bengal and Tamil Nadu having 
a large number of income-tax assessees may be 
allotted a larger number of codes such as 20 to 
34 for Maharashtra, 35 to 39 for Tamil Nadu 
and so on. The codes allotted to a State can 
further be sub-allotted to the Commissioners' 
charges in that State. The State code will then 
also help to identify the Commissioner's charge. 
Transfers of cases from one State to another 
being few, the State code will continue to indi­
cate in most of the cases the State where the 
person is assessed. 

(v) The next two digits will constitute a block 
number. The block numbers will also run' from 
00 to 99 and may be allotted to circles or dis­
tricts. Larger circles or districts may be allotted 
more -than one block number. Circles or districts 
are fairly stable and most of the reshuffie of cases 
takes place within the same circle or district 
among different wards or Income-tax Officers' 
charges. By and large, the block number will, 
therefore, continue to indicate the circle or dis­
trict where the case is assessed. If, in the city 
cha;ges, an· Inspecting Assistant Commissioner's 
Range is made the basic jurisdictional unit, the 
block numbers could be allotted to Inspecting 
Assistant Commissioners' Ranges instead of to 
circles or districts. For mofussil charges, how­
ever, allotment of the block numbers to circles 
will be more convenient. 

(vi) The last four digits will constitute a 
serial number running from 0000 to 99~9, thus 
providing for 10,000 assessees in each circle or 

district. For larger circles more than one block 
number may· be allotted to cover all the asses­
sees in such circles. 

(vii) The permanent account number will 
have the following format: 

• 
State Code 
or Regional 
Code 

• • 
Block Number 
or Circle/ 
District Code 

2. Recor«:fs Locator Code 

• • 
SeriaJ 

Number 

(i) When a case is transferred from one State 
to another State or from one circle to another 

. iri the same ·State, the State code or the block 
number will cease to indicate the location of 
the records relating to the assessee's case. In 
such transferred cases it becomes necessary to 
have a 'Records Locator Code'. Cases which are 
not thus transferred need not have this addi­
tional code. 
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(ii) ·The records locator code will be an alpha­
betic code consisting of three alphabets. It will 
be variable and will change every time· the case 
is transferred from one circle to another. 

(iii) The first letter of the code will represent 
the State, e.g., A for Andhra Pradesh. As there 
are 26 letters of the alphabet but not as many 
States, more than one letter could be allotted 
to the bigger State like Maharashtra. Some of 
the smaller States and centrally administered 
areas could be grouped under one State code. 
The next two letters would constitute circle or 
district code. In each State there will be pro­
vision for 676 (26 x 26) circles or districts. In 
bigger States with two State Codes the number 
will be double i.e., 1,352. This should be ade­
quate for fut~re expansion also. Thus, if the 
code VM represents Visakhapatnam circle in 
Andhra Pradesh State, the records locator code 
for all the cases transferred to that circle will 
be A VIM. Thus, if the case of an assessee with 
pt>rmanent account number 21-32-4567 allotted 
in Bombay City I charge is transferred to Visa­
khapatnam Circle in Andhra Pradesh charge, 
the records locator code will be quoted as 
follows: 

21 32 4567 AVM 

When a case is tr_ansferred within the circle 
from one ward to another, there will be no 
need for a records locator code. 



3. Procedure for allotment of number 

(a) Organisation 

(i) A small central cell may ~ created in. ~e · 
Board's office for a limited penod for admmls­
tering the scheme. The function of this cell will 
be as under-

-Work out details of the scheme. 
-Provide guidelines for its implementa-

tion. 

-Allocate codes ·for each State/Commis­
sioner. 

-Get ready the requisite forms, registers, 
cards and other stationery. 

-Distribute the forms, registers, cards, etc., 
to the issue offices in the States. 

-Exercise general supervision and control. 

(ii) From the allocation made to the State, 
codes will be allocated by the Bo~rd to t~e 
Commissioners' charges. In the fir.st mstance, It 
is enough if one State code-wh1ch can cover 
ten lakhs of assessees--is allotted to each Com­
missioner. The remaining codes allotte-d to the 
State will be held in reserve. The W?rk of. allo­
catiop. of block numbers to tJie .van.ous c1rclej 
district offices in a State, d1stnbut1on o~ the 
requisite forms, stationery, etc., and exerase of 
general supervision and control . over the 
allotment of numbers by the circle/ district 
offices may be entrusted to th~ ~pecia! Investi­
gation Branches in the Comm1ss1oners ch~rges. 
Circles having less than I 0,000 assessees wdl be 
allotted one block number. Those with more 
than 10,000 assessees will be allotted .two block 
numbers those with more than 20,000 assessees 
three bl~ck numbers, and so on. The remaining 
block numbers will be held in reserve by the 
Special Investigation Branches. 

(iii) The actual allotment of the. permanent 
account numbers to taxpayers and others who 
apply for it will be done in the circle/district 
offices. It will not be necessary to create a sepa­
rate organisation for this p~rpose. The initial 

· allotment will involve considerable volume of 
work necessitating the utilisation of practically 
the entire staff in the circle for a fortnight or 
so on the job. Once the initial allotment is over, 
a small cell in the ·circle/district office can 
attend to this work. The allotment will be made 
ward-wise. The number of taxpayers in each 
ward will be ascertained and the requisite 
numbers allotted to each ward seriatim starting 
from Ward A. The unallotted numbers will be 
held in reserve by the circle office. Once the 
allocation is done, numbers can be allotted 
simultaneously in ali the wards in a circle, an 
the circles in a State and all the States in the 
country, completing the entire work' . for the 
whole country within a fortnight or so. 
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(b) Application 
(i) Persons who are already on the General 

Index Register of the Department or are sub­
sequently brought on the re~st~r need not be 
required to fill up any apphc;atlon form .. The 
numbers will be allotted on the basis of the 
information already on record in the Income­
tax O.ffice. 

(ii) Pers_ons who voluntarily seek allot!Dent 
of numbers will, however, have to subm1t an 
application on a prescribed form giving certain 
essential particulars (vide Annexure A). Such 
applicants may be required to be introduced 
or.identified by an existing number holder. The 
applications should be submitted to the circle/ 
district where the applicant would be assessable 
if he were liable to tax. Local enquiry may also 
be necessary for verifying the bona fides of the 
applicant. · 

(c) Permanent account number cards 
(i) The process of allotment will consist of 

filling in cards in quadruplicate-joined to-. 
gether but perforated to facilitate easy separa­
tion. These cards may be on the pattern of· the 
index cards of the Central· Government Health. 
Scheme. 

(ii) The first two foils will be marked at the 
top 'For use in the Special Investigation 
Branch'. The third foil be marked 'For use in. 
the Circle/District office'. The fourth one will 
be marked 'For the allottee'. · · · 

.. (iii) All the four foils will contain ide~tical' 
information covering essential. particulars regard­
ing the allottee and the account number itself 
will be given in bold figures. A specimen. form 
is given in Annexrir~ B. 

(iv) Space may be provided on the .card on 
all the foils for entering the records ~ocator 
code, if one is allotted .later. on. and .also for 
entering in pencil . on the third foil the ward 
where the case is. assessed. . . . . . 

(v) The allottee may be requir~d to display 
in his business premises, if any, his foil-of ·the 
permanent account number card in the same 
way as sales-tax registration cards· are required 
to be displayed by dealers. . · . · · .. 

, (vi) The circle/ district. office. :will .also ma.in, 
tain a running register of numbers.allotted from 
time to time .. This will be in. numerical order 
and serve as a numerical index for the circle. 

(vii) . The· cards could be go~ machine-num­
bered for avoiding clerical errors and for reduc­
ing the scope for fraudulent practices. ·Some 
blank cards will also have to be ·provided fo:­
use when a numbered card is damaged. But 
these should also be: machine-nu~beret;I befor(_: 
hs"~' 



(d) Identity card 

(i) In addition to the permanent account 
number card referred to above, the allottees 
may be given a _pocket size card, printed on 
linen backed security paper, which can be con­
veniently carried in a wallet and produced 
whenever required for verification. A specimen 
is given in Annexure C. 

(ii) If needed, the allottees can be required to 
affix their signature on the card. In due course, 
this card can be developed into a miniature 
booklet like a driving -licence or passport and 
may contain a photograph of the allottee (in 
the case of individuals) and other essential 
particulars required for a proper identification. 

(e) Indexing 

(i) The first two foils of the permanent ac­
count number cards will be arranged as card 
indices-one numerical and the other alphabeti­
cal-In the Special Investigation Branch in 
each Commissioner's charge. 

(ii) The third foil win. be arranged as a card 
index in the circle f district office. The arrange­
ment will be alphabetical. 

(iii) The index cards relating to persons not 
assessed will be kept in the circles and Special 
Investigation Branches in separate card trays. 

(f) Tramfer of cases 

'(i) Where jurisdiction is ward-wise and a 
case is transferred from one ward to another 
within the same circle there wiU be no move­
ment of the permane~t account number card 
but the change in the ward will be noted in 
pencil on the third. foil of the card. 

(ii) Where a case is transferred f'rom one cir­
cle to another within the same Commissioner's 
charge, the third. foil of the permanent account 
number card will be transferred to the new 
circle along with the records and take its place 
in the card . index there. 

(iii) Wher~ a case is transferred to a different 
Commissioner's charge, while the. third foil will 
be transferred along with . the records to the 
new circle, the first and second foils will be 
transferred to the new · Special Investigation 
Branch to take their place in the numerical and 
alphabetical indices maintained in that office. 
In the case of multi-Commissioner charges 
having a common Special Investigation Branch, 
there wiU· be no need to transfer the first and 
second foils when cases are transferred from 
one Commissioner to another. 

(iv) Whenever a card is transferred it will be 
helpful if a dummy canl of . a differtnt. colour 
containing the name of the allottee, the ac­
count number and the new location of the card, 
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is kept in the card index of the transferring 
offic~-both the Special Investigation Branch 
and the Circle office. This will facilitate proper 
re-direction of papers and communications re­
ceived in the old office after a case has been 
transferred. Transfers within the same Com­
missioner's charge and from one charge to an­
other may be distinguished by having dummy 
cards of different colours. 

(v) The circle office transferring the records 
and the third foil of the permanent account 
number card will send an intimation to the 
allottee and to its own Special Investigation 
Branch in a standard form about the transfer. 
A specimen form is given in Annexure D. The 
intimation to the Special Investigation Branch 
will be in duplicate so that one copy can be 
sent to the new Special Investigation Branch 
along with the first and second foils of the per­
manent account number cards. 

(vi) The office receiving the third foil will 
allot a records locator code which will be en­
tered on the card. The office will also intimate 
on a standard form the records locator code to 
the allottee and the new Special Investigation 
Branch .. The latter will get the records locator 
code entered in the first and second foils of the 
permanent .account number card. A specimen 
form for intimation is given in Annexure E. 
The intimation will also act as a confirmation 
to the taxpayer of his records having been pro­
perly received and indexed in the new office. 

(vii) Every allottee will 'be requi(ed to inti­
mate to the Circle office any change of business 
name or address after a permanent account 
number has been allotted to him. On the basis 
of such intimation action will be taken to trans­
fer the permanent account number card to the 
new office, if necessary. · 

4. Utilising the permanent account number as 
an internal reference number 

(i) The Income-tax Department should · in­
variably quote both the perma":ent account 
number and the records locator code, if any, 
on all notices issued and challans supplied to 
the taxpayers and also in all its correspondence 
with the taxpayer&. 

(ii) Taxpayers sho~ld be required by law to 
quote their permanent account numbers in all 
their statutory returns and, challans, etc. They 
should further be encouraged . to quote both 
their pernianent account number and their re­
cords locator code, ·if any, in aU their corres­
pondence with the Department. and all the 
papers, statements, declarations, documents, etc., 
submitted to the I)epartment. In the early 
stages, tax'payers mav also b.e advised to quote 
their old Gener:Jl.Index Reg~ster numbers along 
with their permanent account number.a. 



(iii) The accounting procedure of the Depart­
ment may be suitably modified to make the 
best use of the permanent account numbers. 
Ledger accounts or pass-books may also be main­
tained on the basis of the permanent account 
numbers.· · · · 

5. Utilising pennanent acc?un't numdis. ben. to 
facilitate collection, collatiOn and semma· 
tion of infonnation, for tackling tax evasion 
and for spotting new assessees. 

(i) In the various information and payment 
returns which are required to be made statu­
torily, ~he persons ~ubmitting the returns may 
be required to furmsh the account nm~bers of 
the persons in respect of whom the mforma­
tion is furnished or to whom the payments have 
been made, e.g., returns under sections 133, 
206, 206A, 285 and 286. 

(ii) The permanent account ~umbers may be 
required to be quoted on speofied documents 
which will help the Department to spot new 
assessees and to tackle evasion of tax. The scope 
for prescribi?g such requir~~nt i~ v~ ~ide, 
but in the mterest of admm1strat1ye effiCiency 
and to avoid possible inconvenience to the pub­
lic, only a small beginning may be made cover­
ing the following situations-

(a) Sale, purchase, gift or mortgage of 
. immovable properties over prescribed 

value; 

(b) Applications for licences, contracts, etc.,: 
- where at present production of income­

tax verification certificates is adminis­
tratively prescribed;_ 

(c) OpeninJl of new bank' accounts and 
specified bank transactions over pres­
cribed limits; 

(d) Shareholders' registers, invoices, cash 
memos credit and debit notes and busi­
ness letter heads. 

(iii) The requirement of quoting the perma­
nent number can be gradually extended to cover 
various other types. of documents and transac­
tions. Some examples are given below. Where 
needed, certain monetary limits could be pres­
cribed :With a view to eliminating petty cases: 

(a) All returns, applications declarations, 
correspondence, etc., relating to sales­
tax octroi, property tax, excise and 
customs dues and other levies; 
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(b) Applications for industrial licences; 

(c) Tenders for contracts for supply, con­
struction, etc., and auction bids; 

(d) Documents relating to mining leases 
and co-ncessions; 

(e) Applications for registration of firms 
or incorporation of companies; 

(f) Agreements, vouchersfreceipts relating 
to payment of commission, fees, broker­
age, etc.; 

(g) Licences for taxi permits, passenger 
and goods transport route permits, 
licences for hotels, restaurants, cinema 
houses, etc.; 

(h) Applications for registration of profes­
. sional men-doctors, lawyers,_ accoun­

tants, architects and others;· 

(i) Applications for telephone connections; 

(j) Applications for housing plots built 
houses or fiats in housing sche:nes; 

(k) Documents such as contracts agr~e­
ments, etc., relating to sale purchase 
or hire or lease of movable properties, 
or lease or construction of Immovable 
properties; 

(1) Applications for new issue of shares 
debentures and 1ecurities; ' 

(m) App~ications for purchase of exempt 
certificates/bonds, e.g., National Savings 
CertifiCates, Units of Unit Trust ofi 
India, etc.; 

(n) Proposals for life insurance; 

(o) App1ications for loans from L.I.C., 
financial institutions, etc.; 

(p) Documents relating to trusts wills and 
other dispositions; ' · 

(q) Claiming lottery or race winnings; 

(r) Applications for licences for televi~io~ 
sets and fire-arms and applications for 
motor vehicle registration, etc.; · 

(s) Applicati_?ns for passports (working 
class emigrants may be excluded); 

(t) Booking of goods by rail or road, 



I. Full name. 

ANNEXURE 'A' 

Form of appNcation for permanent account number 

Form A-;For individuals 

2. Address-Residence; 
Office /business·. 

3. Father's namefhusband's name in full. 

4. Age. 

5. Sex. 

6. (a) Sources of income. 

(b) Business name(s), if carrying on busi­
ness. 

7. Reason for seeking allotment of perma· 
nent account number. 

8. Whether a return of . income has already 
been filed and if so, where. 

I hereby declare that I have not previously applied for nor have I been allotted a perma­
nent account number. 

Date: 
Place 

Name 

i, !' 

Enquiry report. 
Date: 

Account number .allotted· 

. ' . 

Date: 

',( 

Introduced by 

Permanent Account 
Number 

(For office use only) 

Sigr~ature of applicant 

Signature 

Signature of Officer 

II II 
----~--~ -------- -----------~---
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Signature and designation of 
allotting officer 



ACKNOWLEDGEMENT 

Received application for allotment of permanent account number from ShriJSmt,...J...---_:, 

Date of receipt of application 

Call on ------- Signature of Receiving Officer 

Important-Please read carefully the following 
notes: 

NOTE-I. This form should be filled up only 
when the person seeking allotment 
of account number is not an existing 
income-tax assessee or refundee. · · 

2. Obtaining an account number on the 
basis of false infonnation 0r obtain• 
ing a fresh number when the appli­
.cant has already been allotted a 
number earlier is an offence punish­
able under sectio11 · · · of 
the Income-tax Act, 1961. 
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Form of application for permanent account number 

Form B-For persons other than individuals 

I. Name of the applicant. 

2. Address of principal office. 

3. Date of constitution/registration. 

4. (a) Sources of income. ' 
(b) Business name(s), if carrying on busi­

ness. 

5. Reason for seeking allotment of perma­
nent account number. 

6. Whether a return of income has already 
been filled and if so where. 

. ' . . 

I hereby declare that the applicant has not previously applied for nor has been allotted a 
permanent account number. . · 

Date: 

Place: 

Name-

Enquiry report 

Date: 

Account number allotted 

Date: 

lntreduced by 

Permanent Account 
Number 

(F:or office use only) 

Sign~ture 

Signature 

Signature o1. Officer 

Signature and clesignGtion of. 
allotting officer 
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ACKNOWLEDGEMENT 
Recei\'ed application fo1· allotment of permanent account number hom ----­

Date of re<:eipt of application ----------

Call on --------- Signature of Receiviug Officer 

ImportaTit-Pleast: read carefully tht: to/lowing 
notrs: 

Nou:: 1. This form should be filled up only 
when the person seeking allotment 
of account nUlllbcr is not an existing 
income-tax assessee or refundee. 

2. The application should be signed, 
in the case of a Hindu undivided 
family by the Karta or where the 
Karta is absent from India or men­
tally incapacitated from attending 
to his affairs, by any other adult 
member of the family; in the case 

of a company by the principal offi­
cer thereof; in the case of a firm by 
any partner thereof, not being 
a minor; and in the case of an asso­
ciation of persons, by any member 
of the association or the principal 
officer thereof. 

3. Obtaining an account number on 
the basis of false information or ob­
taining a fresh number when the 
applicant has already been allotted 
a number earlier is an offence pun­
ishable under section of 
the Income-tax Act, 1961. 



Permanent account number 

ANNEXURE 'B1 

National 
Emblem 

GOVERNMENT OF INDIA 

INCOME-TAX DEPARTMENT 

Permanent Account Number Card 

Records locator code. · 

I I II I II I I I I 

•ward where assessed 
(in pencil) 

1. (a) Name 
(b) Business name, if any. 

2. Status (whether individual, H.U.F., firm, 
company or association of persons). 

3. Address: 
(a) Officefbusiness 
\b) Residence 

Date: 

Sea. I 

•To be printed on Third foil only. 
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Signature and designation 
of, allotting officer. · 



' 

GOVERNMENT OF INDIA 

INCOME TAX DEPARTMENT 

I National I 
_ "--Emb_I•m_ 

IDENTI'IY CAR.D 

(for allotee of permanent account number) 

Permanent I 
Account 
Number 

Name 

St;l,~us 
' 

Address:. 

Signature of 
allottee 

I IIlli I I I I 

Signature &: 
Designation of 
issuing 
authority. 

Non:-1. Where the allottee ia a penon 
other than an individual the card ahould be 
signed by the manager, partner or principal 
officer whoae name and deaignation should be 
given in block capitala below. 

2. This card should be produced whenever 10 
demanded ·by an income-tax authority or by 
any other person authorised in thia behalf or 
by a periOD with whom the allottee proposea 
to enter into a transaction as s~ed in the 
----- Scheme, 1971. Failure to do ao 
is an offence punishable under section --­
of the Income-tax Act, 1961. 
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1. Name of the assessee 

2. Status 

3. Address 

ANNEXURE 'D' 

INTIMATION OF TRANSFER 

4. Permanent account number 
5. Circle/State from which transferred I I I I I I 1-1 I I I 
6. CircleJState to which transferred. 

Date: 

Copy to: 
(i) Assessee 

(ii) Special Investigation Branch (2 copies) 
(iii Circle Office to which transferred. 

Signature and designation 
of officer traps[erring 

the case 



.ANNEXURE 'J!.' . 

INTIMATION OF RECEIPT O.F RECORDS 

I. N arne of assessee 

2. Status 

3. Address 

4. Permanent account number 

5. Present lo~ation-

Circle: 

Ward: 

6. Records locator code allotted 

Date: 

.Copy to: 
( i) Assessee 

(ii) Circle Office from where transferred 
(iii) Special Investigation Branch (Where the 

case is transferred from one Commis­
sioner's charge to another, copies will be 
sent to both the Special Investigation 
Branches). 

I I I I· I I 
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I I I I I 

Signature and desi~ation 
of officer receivmg the 

records 



APPENDiX Vii 
i. Statement of assets and liabjlities 

A. Immovable property 
(i) L»nd including agricnltnral land 

at cost (Mention area and lo­
cation) 

(ii) House property at cost, including 
cost of improvom.,nt and exten­
sions (Mention location and Honse 
number) 

. Total of 'A~ 

B; 'Movable ·:property 
(i) Cash· 
(ii) Balance with banks and post 

offices (Give account number, 
branch and name of bank/post 
office) 

(iii) Other deposits, loans and ad­
vances 

(iv) Shares, securities, savillgs certi­
ficates, Units of unit Trust, etc. 
at cost 

(v) Bullion and jewellery at cost 
(approx) 

(vi) Cost of household articles (app­
rox). 

(vii) Vehicles at cost. 

Total of 'B' 

0. LklbiUties 
(i) Loans (Give details)) 
(ii) Sundry creditors 

Total of 'C' 

Net worth (A plus B minus C) 

As at the As at the 
beginning end of 

ofthe the 
acconn- accoun-
ting year ting 

year 

Rs. Rs. 

C-I C-II 

NOTIII: In a case where regular books of account are main· 
tained, details of only those assets and liabilities should be 
given which are not included in the balance-sheet. 
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II. Statement of outgoings during the year 

1. Life insurance premia. and Provident Fund 
contributions 

2. Purcha.se of a.ssets such as oar, Frig, furniture 
etc., costing individually more than Rs. 1,000 

3. Gifts a.nd donations in excess of Rs. 200 

4. Rent of rcsidentia.l premises 

5. Eleotricitly, water and telephone bills 

6. Nature of conveya.ncc and expenditure thereon 

7. Wages of domestic servants 

8. Eduoa. tiona[ expenses 

9. 1\ledioa.I expenses 

10. Tra.vel a.nd holiday expenses 

11. Expenses on marriage 

12. Other e.xpenses including food, clothing ctc. 

Tota.l 'D' 

m. Recon(YI,'liation 

Difference in net worth (C-II minus C-I) 
Add outgoings during the year (D) 

Income a.s per retum 
Inllomings exmept from ta.x 

Total 'E' 

Tota.l'F' 

Reasons for the difference (E minus F) 

Rs. 

Rs. 

No~riii:-Approximate figures in respect of itelna li to 12 
will suffice. 



APPENDIX VIII 

Comparative chart showing pay scales and allowances admissible to 
of officers and staff in the U.K. Inland Revenue and the Home 
1-1-1971:-

the different grades 
Civil Service as on 

Grade Grade Pay 

Min. Ma.x. Min. Max. 
£ pa £ po. 

I nlantl Reuenue Home OivilService 

Asaisto.nt Accountant General •• 4,045 4,566 Senior Chief Executive Officer .. 4,045 4,555 

Deputy Account General 5,015 5,640 Priucipo.l Executive Officer 5,015 5,640 
Assistant Collector 456 1,253 Clerico.l Officer 456 1,253 
Senior Assistant Collector 1,269 1,593 

Clerical Offi.cerfHvgher Clerical Officer Collector 1,542 1,835 
Collector, Higher Grade 1,982 2,392 Higher Clerical Officer 1,642 1,835 
Senior Collector 2,249 2,763 Higher Executive Officer 1,982 2,392 
Regional Collector 2,529 3,099 

Senior Sta.ff Officer 2,249 Principal Collector 3,258 3,873 2,763 

Controller of Death Duties 6,750 Senior Executive Officer 2,529 3,099 
Assistant Examiner/Examiner . , 741 2,392 

[On completion of 3 years' approved Ser-
Chief Executive Officer 3,258 3,873 

vice, a special increase of £218 io awarded. Under Secretary 6,750 After 10 years, a second ~~pecial increase 
of £270 is given to Examiners who are 

Executive Officer/Higher Execut-ive Officer 741 2,392 qualified by experience and ability.] 
Senior Examiner 2,529 3,099 Senior Executive Officer 2,529 3,099 
Chief Examiner 3,258 3,991 Chief Executive Officer 3,258 3,873 Solicitor of Inland Revenue 9,000 
Tax Officer .. 456 1,304- Deputy Secretary 9,000 

[The slightly different nature of the work Clerical Officer 456 1,253 from that of Clerical Officers in the Gen-
- eral Clerical Class is recognised bfa the Executive Officer 741 1,835 payment ofupto £51 pa higher sa ary.] 
Tax Officer, Higher Grade • • . • 741 1,835 Assistant Principal-Higher Executive 
I_:jf.ector of Ta.xes •• 1,175 2,734 Officer • . . . 1,16?. 2,392 [ ow:a~ces totalling!£342 paid for passi~g 

prelimmary and second exa.mination. Senior Executive Officer-QhiefExecntive 
This figure is included in the maximum Officer .. .. .. .. 2,529 of £2,734.] 

Inspector, Higher Grade 2,529 3,394 Chief Executive Officer-senior Executive 

Senior Inspec'tor of Taxes 
Officer .. .. .. .. 3,258 4,555 3,645 4,555 

Principa.l Inspector of Taxes 5,ou; 
Principal Executive Officer 5,015 5,640 5,640 

Deputy Chief Inspector of Taxes 6,750 Under Secretary 
6,750 Chief Inspector of Taxes 9,000 Deputy Secretary 
9,000 

1101 



APPENDIX IX 

Collection and Accounting Procedur•s-Outline of a proposed soheme . . 

1. Challan forms 

(a) The present challan forms may be simpli­
fied to do away with redundant certificates and 
classifications. A specimen form is given in An­
nexure 'A'. 

· (b) Challans for paY!?ent of different direct 
taxes should be in different colours and sizes 
so as to avoid confusion. Income-tax challans 
should be white and there should be a cage on 
the top to indicate the nature of the payment, 
viz., advance tax, self-assessment tax or regular 
tax. 

(c) The challan form should be in 4 foils­
the first 2 foils for the taxpayer, the 3rd foil 
for the Bank/Treasury and the 4th for trans• 
mission to the Income-tax Department. The 
foils meant for the taxpayer may be promi­
nently marked 'Receipt for the taxpayer' and 
'Additional copy for the taxpayer'. The tax­
payer's foils may be of different. width so that 
they may not be confused with the foil meant 
for the Department. 

(d) Challan forms should be made· available 
freely at counters in tax offices, branch.es of the 
Reserve Bank/State Bank and treasunes trans­
acting Government business. Booklets of challan 
forms may be issued on a smaU. charge. The 
booklet should contain notes for gu:dance in 
the matter of filling up challans and payment 
procedure. 

2. Accounting procedure 

. (a) All -Income-tax offices situated in the 
same cityftown should have a common 'Trea­
sury' cell under the charge of an Income-tax 
Officer for receiving challans from the collec­
tion centres-Bank/Treasury-and distributing 
them to the Income-tax Offices. 

(b) The. collection centres .will forward the 
challans in daily batches to the 'Treasury' cell 
along with a scroll giving details of the chal- . 
lans. 

(c) At the 'Treasury' cell, the challans will 
be sorted District/Circle-wise and listed in sepa­
rate scrolls showing the identification number 
of the challan, the permanent account number 
of the taxpayer and the amount paid. These 
scrolls will be prepared in triplicate from 
bound books. One copy will remain in the 
'Treasury' cell, while two copies with. tile chal-
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lans will be sent to the respective · Districts/ 
Circles which will acknowledge the receipt of 
the challans on one of the copies and return 
it to the 'Treasury' cell. The 'Treasury' cell 
will also prepare a daily reconciliation state­
ment of challans received and distributed, on 
the basis of scrolls received from the Collection 
Centres and the scrolls prepared in the 'Trea­
sury' cell for forwarding challans to the various 
Districts f Circles. 

(d) Each DistrictfCircle wiU have a, collection 
branch with one or more Income-tax Officers 
(Collection). and the requisite staff. In this 
branch the challans will be sorted and entered 
in Daily Collections Registers which, Will be 
maintained separately for each collection unit, 
which in the initial stages may be co-terminus 
with the ward. The Daily Collections Register 
numbers will be entered on the challans so as to 
ensure that every challan is entered in the rec 
gister and that no challan is entered more than 
once. 

(e) The Daily Collections Registers should be 
closed and totalled each · day and reconciled 
with the scrolls received from the 'Treasury' 
cell. · 

(f) The challans will then be handed over to 
the clerks in the Collection Branch respon~ible 
for posting challans in the Demand and Collec­
tions Registers and, their acknowledgements ob­
tained on the Daily Collections Registers them­
selves. They will post the collections from these 
chalhins and enter the date of postings in the 
appropriate column in the challans. They will · 
also put their initials ·against the relevant. ·en-· 
tries in the Daily Collections Registers. · This 
would ensure that all challans received in the 
Circle and entered in the Daily Collections Re­
gisters are duly posted in the Demand and 
Collections Registers. The challans will then be 
filed in the respective collection folders. . . ' ,. 

(g) The Collection Branch will also receive 
the advice notes in respect of encashed refun 
orders and adjustments statement in respect ?f 
refunds adjusted ap;ainst demand. They wtll 
first be posted in Daily Refunds Register and 
Daily Adjutments Register and thereafter 
appropriate entries will be made in the Demand 
and Collections Registers in the same way as 
in the case of challans. The advice memos and 
extracts from adjustments statement will be 
filed in the collection folders, 



(h) At the end of each quarter, a reconcilia­
tion statement should be prepared, under the 
signature of Income-tax Officer (Collection), for 
tallying the collections recorded in the Daily 
Collections Register with the total collections 
posted in the Demand and Collections Register. 
The collections posted against the net demand 
in the Demand and Collections Register may 
either be cash collections or adjustment of re­
funds due. The total of adjustment of refunds 
will be available from the adjustment register. 
The cash collections will be arrived at by de­
ducting the adjustments from the total collec­
tions posted in the Demand and Collections 
Register. This should be tallied with the cash 
collections in the Daily Collections Registers. As 
a separate Daily Collections Register is main­
tained for advance tax and a separate section 
in the Daily Collections Register is allotted to 
self-assessment tax, there should be no diffi­
culty in making such a tally. The tally will 
ensure that ali challans entered in the Daily 
Collections Register have been posted in the 
Demand and Collections Register and that no 
short a·edit, excess credit, or multiple credit 
is allowed in the Demand and Colledjons Re­
gister. As an additional safeguard, the Income­
tax Officer (Collection) should be required to 
test check the postings. 

To facilitate -reconciliation and preparation 
of quarterly statements of demand, collection 
and arrears, columns may be provided in the 
Demand and Collections Register to show the 
balance of un-collected demands as at the end 
of each quarter. Separate Demand and Collec­
tions Registers may be prescribed for companies 
and assessees other than companies. A specimen 
form of the Demand and Collections Registers 
for assessees other than companies is given in 
Annexure 'B'. 

(i) The present procedure for verification of 
the collections and their reconciliation with the 
Treasury f Accountant General's office will con­
tinue. 

(j) Ledger cards, in cases where they are to 
be maintained, will be posted before the chal­
lans are placed in the respective collection fol­
ders. Haff-yearly statement of accounts will be 
prepared from the ledger card and sent to the 
taxpayer. A proforma of the ledger card is 
given in; Annexure 'C'. · , · 

(k) The clerks maintaining the collection fol­
ders will send through the Supervisor of the 
Collection Branch fortnightly. reports of chal­
lans received, posted and filed to the Income­
tax Officer (Collection). A spepmen form of the 
report is given in Annexure 'D'. 

(l) In respect of advance tax, the notices of 
demand will be issued by a separate cell in the 
Collection Branch which will maintain separate 
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ward-wise Daily Collections Registers and De­
mand and Collections Registers in1 respect of 
advance tax. The postings will be made in the 
same way as regular challans except that no 
entries will be made in the ledger cards and 
no statement of accounts will be sent to the 
taxpayer. Advance tax folders will be maintain­
ed separately for each case and the challans 
filed therein. . On the expiry of the financial 
year, the advance tax folders will be passed on 
to the assess!llent branch where they will be­
come the miscellaneous folders for the assess­
ment year. 

'(m) The challans received in respect of self­
assessment payments will be entered in the 
Daily Collections Register in a separate section 
and also in a self-assessment tax collection 
scroll prepared in triplicate from bound books, 
in the Collection Branch. .The challans, with 
the Daily Collections Register numbers duly em­
tered thereon, will be forwarded to the assess­
ment branch along with two copies of the 
scroll in fortnightly batches and acknowledg­
ment obtained on one of the copies. The chal­
lans will be linked up with the returns of in­
come and filed along with the advance tax pay­
ment challans in the miscellaneous folder. 

(n) The assessing officers, on completing 
assessments, will' give' credit for advance· tax 
and self-assessmenit tax pjlyments on the basis 
of the ·additional foils of the challan. These 
will be verified with the challans received from 
the 'Treasury' cell and filed in the miscella­
neous folder. An entry to the effect that verifi­
cation has been made, will be recorded on the 
additional challans foils by affixing a rubber 
stamp: 

3. Procedure in respect of misdirected and mis­
sing Challans 

(a) All challans received im a circle, which do 
not relate to the wards therein, will be entered 
in a register of misdirected challans. They will 
not be entered in the Daily Collections Regis­
ter. If entries are made inadvertently, they 
will be reversed by appropriate minus ·entries. 
The challans will be returned to the 'Treasury' 
cell with a scroll prepared by. the circle office 
in triplica~e from. bound be>?ks and acknowledg­
ment obtamed on the duplicate copy .. 

(b) The 'Treasury' cell will have a separate 
unit for dealing with misdirected challans. This 
unit- will maintain a register of such challans 
which would help it to keep track of them and 
also reconcile the collection figures. After en­
quiry, it will identify the correct circle to which 
the challans relate and arrange to send them 
there with a scroll. 

(c) When challans for payment of advance 
tax or self-assessment tax are not traceable, cre­
dit will be given on the basis of the additional 



foils. Thereafter, verification will be made with 
the Daily Collections Register mai111tained by the 
Collection Branch and the Bank/Treasury 
scrolls h1 the 'Treasury' cell. Suitable entries 
will be made on the challan foils sent by' the 
taxpayer that such verification has been done 
by. giving reference to the serial numbers and 
dates in the Daily Collections Register and the 
Bank/Treasury scrolls. Similarly, where a chal­
lan in respect of regular payment is missing, 
credit will be given on the assessee's furnish­
ing the additional foil. Thereafter, verification 
will be done with the entry n the Daily Collec­
tions Register and the Bank/Treasury scroll. 
Where this is not possible due to absence of 
entry in the Daily Collections Register 0r the 
Bank/Treasury scroll, further steps will have 
to be taken for verification with the BankfTrea­
SJ.!ry direct. 

A register will also be maintained for cases 
where verification has to be done, and appro­
priate entries made when verification is actual­
ly. done. Audit should carry out a percentage 
check of such cases. 

4. Procedure for reconciliation of advance taxf 
self-assessment tax with amount given cre­
dit on regular assessment 

(a) The Demand and Collections Register for 
advance tax co111tains columns to show amounts 
adjusted subsequently against demands raised 
on regular assessments and the dates of adjust­
ment, as also the excess amounts refunded, if 
any, and the datel! of refund. But this alone 
does not provide the over-all reconciliation. of 
advance tax paid with the amount'$ subsequent­
ly given credit for in the regular assessments. 
To facilitate such reconciliation, the following 
procedure may be adopted: 

(i) In respect of the assessments made in 
any financial year, the collections of 
advance tax would have been account­
ed for in the Demand and Collections 

- Register for advance tax of the preced­
ing financial year or the two earlier 
financial years. To eliminate the need 
for handlmg three registers and to pro-. 
vide a propet check over the advance 
tax payments adjusted. and those re­
maining unadjusted at the end of a year, 
the Demand and Collections Register of 
advance tax of the preceding financial 
year may be provided with an 'anears 
section' incorporating the unadjusted 
entries of the two earlier financial 
years .. The en,tries in the Deman~ !lnd 
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Collections Register for· advance tax of 
the preceding year relating to advance 
tax demands raised during that year 
may be referred to as constituting the 
'current section'. · 

(ii) As and when assessments are- complet­
ed, the date of assessment, the amount 
of advanCe taxJ adjusted against regular 
demand and the amount of excess, if 
any, ordered to be refunded, may be 
entered in the appropriate columns in. 
the. Demand and Collections Register · 
for. advance tax. Adjustment entries re­
laung to curren1t assessments will be 
made in the 'current section' and those 
relating to arrear assessments in the 
'arrears section'. 

(iii) At the end of the year, all unadjusted 
entries, both in the 'current section' as 
also the 'arrears section' of the Demand 
and Collections Register for . advance 
tax of the preceding year; will be 
carried forward to the 'arrears section' 
of the Demand and Collections Regis­
ter of advance tax of the financial 
year following the said year. 

(iv) The total of unadjusted amounts car­
ried forward will be reconciled with 

· the differe111ce between the totaJl of un­
. adjusted amounts as at the beginning 
of the year and the adjustmentsfre­
funds made during the year. 

(v) The amounts adjusted during the year 
will also be reconciled with the total 
amount of credit given in the regular 
Demand and Collections Register 
during the year. 

(vi) The procedure will ensure that there 
is no multiple or excess credit or re­
fund. Similarly, it will also ensure that 
every amount given credit as advance 
tax in a regular assessment had been 
actually realised in the appropriate 
earlier financial year. It will also pro­
vide · an1 annual reconciliation of the 
total collection by adjustment of ad­
vance tax in any year with the amounts 
actually realised in the earlier financial 
years. 

(b) A similar procedure may be followed for 
reconciling self-assessmeJ;J.t tax paid in any year 
with the amounts given credit therefor iru ·the 
assessments made in the same or the foliowing 
years, 



ANNEXURE 'A' 

Advance tax 

Self-assessment tax 

Regular demand 

CHALLAN FOR PAYMENT OF INCOME- TAX 

First Foil-Receipt for the taxpayer 
(To be filled in by the taxpayer) 

1. Permanent account number- .................... . 

2. Records locator code ................. . 

3. D.C.R. number ................... .. 

4. Name of taxpayer .................................. .. 

Address ............................................ . 

5. Income-tax Circle where assessed .............. .. 

6. Assessment year ................... : .......... ; ...... .. 

7. Classification ........ ..................... . 

8. Amount paid. 

Income-tax 

Surcharge 

Total 

Rs ..................... . 

Rs ..................... . 

Rs ..................... . 

(Total in words: Rupees ........................ ) 

Paid in cashfcheque No .......... on (bank) ........ . 

Date: Signature ......... : .... ; ... : ................ . 

(For use in Bank/Treasury) 

Challan Number ................................... i 

!'lumber and ~ate of entry in ....................... . 
mcome-tax reg~ster. · 

Treasury f Bank Stamp 

• 

L/S232Dofli&I-22 305 

(Name ir1 block capitals) 

Name/location . 
date 

-------

Received payment 

rrea~~urer 

I . 
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Advance tax 

Self-as,essment tax 

Regular demand 

CHALLAN FOR PAYMENT OF INCOME-TAX . 
Second Foil-Additional copy for taxpayer 

(To be filled in by the taxpayer) 

I. Permanent account number ....... _ ............. . 

2. Records locatoc code ....... -......... . 

:1- D.C.R. number .............. ,._ .. ,, 

4. Name of taxpayer .................... ;""'"":""' 

Address ...................... ,_._,.................. · 

5. Income-tax Circle where assessed ............... . 

6. Assessment year ..................................... .. 

7. Classification .. -.............. -.......... .. 

8. AmouJlt paid.· 

I11come-tax 

Surchar:e 

Total 

Its .................... .. 

R.s ..................... . 

Rs ... ,, .......... , ...... , 

(Total in words: Rupees ........................ ) 

Paid in cashfcheque No .......... on (bank).- ..... .. 

Date: 

(For use in Bank/Treasury) 
Challan number-- .................. -..... . 
Number and date oi entry- .. · .... -- ........ , ......... 
in income-tax register. 

Treasury f Bank 
Stamp 

Name; 
location 

Date 

Copy of receipt 

Treasurer 

Signature .. ~ ...... -.... -................... . 
(Name in block capitals) 

(For· use in Income-tax Office) 

]. Verification with original 

VERIFIED I' 
(Rubber stamp)· 

2. Where original is not traceable 
Serial No.fdate. 
in Daily Collections 
Register ..................... , ............ .. 

Serial number /date 
in Bank/Treasury 
scroll ........... _ ................ .. 

Signature of Supervisor 

• 
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Advance tax 

Self-assessment tax 

Regular demand 

<.:HALLAN FOR PAYMENT OF INCOME-TAX 
I 

ThiJ:cl foil-To be returned to IncQme tax officer 

(To be filled in by the taxpayer) 

1. Permanent account number .•••.•••.••.....•....• 

2. Records locator code .........••••••••• 

3. D.C.R. number ...............••.••• 

4. Name of taxpayer. ......... ; ........•...••••.••.••... 

Address ..............................•••..••••••••.. 

' 5. Income-tax Circle where assessed .•.....••••...•• 
' ' 

6. Assessment ·year .....................•..•••••..••....•• 

7. Classification ............................. .. 

8. Amount paid. 

lncome-ta;x: 

Surchar~e 

Total 

Rs ........ : ..•.......••• 

Rs .....•.•.........•.... 

.. . Rs ..••......•...••.•.... 

(Total iR words: Rupees ........................ ) 

Paid in cash jcheque No .......... on (bank) ....•.... 
Date: ' 

(For use in Bank/Treasury) 

Challan "No ........................... . 

Number and date of 
entry in income-tax 
register ............................................. . 

Treasury/ 
Bank Stamp 

Treasurer 

Name/ 
location 

Date 

Treasury Accountant 

rreasury Officer 

Signature ........... , .................•..... 
(Name in block capitals) 

(For use in the Income-tax Office) 

Serial Number 
i!'- Daily C?ollec· 
tlons Register ............................ ,. ................. . 

Date of posting 
· in Damand and 
Collections 

,Register o o o o o o o o o o o o o 1 f 111111 o 11 o 1 o of oo 1 ~I o oo 1 o o i loo •••• 

Signature of clerk .........•..... ~: ..................... .. 
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CHALLAN FOR PAYMENT OF INCOME-TAX 
Fourth foil-To be retained by Trea.svry 

(To be filled in by the tax/NJyer) 

1. Permanent account number ..................... . 

2. Records locator code ............ : .... . 

3. D.C.R. number ........... ~ ....... .'. 

4. Name of taxpayer ................................... . 

Address ............................................ . 

5. Income-tax .Circle where assessed .............. .. 

6. Assessment year ............................. · ...... :··· 

7. Classification .. -................. : ......... . 

8. Amount paid. 

Income-tax 

Surcharge 

Total 

Rs .................... .. 

Rs .................... . 

Rs ............... , ..... . 

(Total in words: Rupees ......................... ) 

Paid in cashjcheque No .......... on (bank) ......... , 

Advanc~ tax 

Self-assessment tdX 

Regular demand 

Date; Signature ................................ . 

(For use in Bank/Treasury) 

Cballan number ....... : ........................... - ...... . 

N1.1mber and date of entry 
111 Income-tax register: .... · .............................. . 

. Treasury JBank Stamp 

Treasurer 

Name/ 
location 

Date 

Treasury Accountant' 

Treasury Officer. 

(Name in block capitals) 



ANNEXURE 'B' 

DEMAND AND COLLECTIONS REGISTER FOR ASSESSEES OTHER THAN 
COMPANIES 

Index Name and. Total .DEMAND 
Number address of Income 

ai!Bessee 
Serial Income-tax Income-tax Surcharge Interest 

on Union on oth~r No. 

Status and 
emoluments inoome 

AEsessm~nt Date of ' 
Total 

year oatf>gory' Allstt. Special Seo. Amount· 
order Surcharge 

---------~-- --------- 10 1 2 3 4 IS 
----- ----

Bs. 

-

' 

' 

TOTAL AT THE END OF bt quarter----

2nd qu~r 

. 

6 7 8 9 - I 

Bl. Bs. Bs. Be. Be. 

. 

. 

' 

3rd quarter ----------·--------·----__ 

4tb qua.rter ----------------------
809 
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BRE-ASSESSMENT COJ.J..ECTIONS NET DEMAND PAYABLE/REFUNDABLE 
' ·--.. Date of 

Advance tax Self-assessment tax Interest payable 
by Government T.T.on I.T.on S.C. .ervice 

I:T. on 1 Surcharge I.T.on Surcharge Union other --- of De-

other \ other Total· emolu- incomes Spl. S.C. Total mand 
income Spl. C.C. income Spl. S.C. Sec. Amount mente notice 

-- ------
11 12 13 14 15 16 17 18 19 20 21 22 

·--· - ---------
Rs. Rs. Rs. H Rs. Rs. Rs. Ra. Rs. Rs. 

. . 

! 

) 

" 

'. ·--------------- --------



3ii 
... 

-- ·-· - -
I 

V .ARIATION IN DEMAND POST ASSESSMENT COLLECTIONS Balance payable at end bf 
REFUND quarter 

Resultant 
Page Plus Minus Demand I.T.~on I.T. on s.c Date 
ref. + - Union other --- of 1st 2nd 3rd 4th 

Emolu· inoome Spl. Inttrcst Tot&! pay-
m~nts S.C. ment 

l 

------ - -- -
23 24 25 26 27 28 29 30 31 32 33 34 35 36 

------ - -----
Rs. Rs. Rs. Rs. Rs Rs. Rs. R~. Rs. Rs. Rs. Rs. 

-

.. 

-

-· 
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Number and Interest ufa 220 DEMAND, PENALTIES COLLECTION 
date of refund AND OTHER ITEMS Serial 
vouoher if No. of 
refunded or as•tt. Demand Remark 
number llolld Period Amount Amount Date Seot.iou Amqunt Date of Amount Date forms held iu 

date of payable colleot· of the order sent to abeyance 
adjustment ed Aot Statis- if any 
memo, if D~tte of tical 
transferred sPrvioe of Brauch 

8 

to any other notioe of 
•head dem11o11d 

-- ----- ----- -----
37 38 39 40 41 42 43 44 46 46 47 48 49 

/ ------ --
Rs. Rs. Rs. Rs. Rs. 

-

-

-

-

. 
-

------



ANNEXURE 'C' 

Personal Ledger Account 

Name of the assessee ........................ Distt.fCircle and Ward ................•...•.. , .. . 

Telephone No................... ... Permanent Account No .. ·····•···'···· ....... ·····•···•··· 

Address ...................................•........ 

Current Demands, Collections and Adjustments During Financial Year .................. · ...••. 

Credi~ 

A.Y. D.C.R.No. Nature of demand Debit Due dare :Dare Remarke 

Caeh Adjuetment 

- -

. 
-- - -

-

-

- ---

-- -

' 

-

IU8 
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Arrear Demandr, ColleG_tions and Adjustments 

- ---. . 

Credit 

.A..Y. D.C.R.No. Nature of demand Debit Due date Date Remarks 

Cash Adjustment 
' 

------ ---- ---· 

: 

> 

' 

-

\ -

-



ANNE.XURE 'D' 

FORTNIGHTLY REPORT REGARDING CHALLANS 

(To be sent by the Collection Branch) 

Fortnight ended.,,,. ........... ,,,,,, 

1. No. of challans brought forward from the 
last fortnight (i.e .• item 5 of preceding fort· 
nightly report). 

2. No. of challans received during the fort.. 
night. 

3. Total (1 +2). 

4. No. of challans posted in the Demand &: 
Collections Registers and personal ledger 
cards during the fortnight 

5. Balance 

6. No. of challans not placed in collection 
folders. brought forward hom last for.t­
night (i.e .• item 10 of preceding fortnightly 
report) • 

7. No. of challans at 4 above 

8. Total (6+7) 

9. No. of challans placed fill the collection 
folders during the fortnight 

10. Balance (8-9) 

DATE ..•••••••••••• f/11~ 

L{S282Doffi&I-f.600-8-'1-'72-GIPS 

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

a us 

SupervisOf' 

Collection Branch 



ANNEXURE 'D' 

FORTNIGHTLY REPORT REGARDING CHALLANS 

(To be sent by the Collection Branch) 

Fortnight ended ..................... . 

I. No. of challans brought forward from the 
last fortnight (i.e., item 5 of preceding fort­
nightly report). 

2. No. of challans received during the fort. 
night. 

3. Total (1 +2). 

4. No. of challans posted in the Demand & 
Collections Registers and personal ledger 
cards during the fortn~ght 

',' 
5. Balance 

6. No. of challans not placed in collection 
folders, brought forward from last for.t­
night (i.e., item 10 of preceding fortnightly 
report) • · 

7. No. of chal.Jans at 4 above 

8. Total (6 + 7) 

9. No. of challans placed inJ the collection 
folders during the fortnight · 

10. Balance (8-9) 

DATE ....................... . 

T.fB2112DQfR&J-.,000-17-8-7~Gil'S 81li 

• 

Supervisor 

Collection Branch 



Price:- Inland Rs. 9.00-Foreirn 2Ish)or 3J 24 cents. 
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