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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 insurance 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 provident
fund contribution do not provide attr:,iction to
individuals of old age.  These 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 meeting
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 savings are required by
self-employed persons are not adequately appre-
ciated. :

‘/20. The system of progressive income taxation
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
¢xpenses occur regularly month aftey month or

/

recur every year in more or less uniform sums,

- Expenditure on medical care and hospitalisation,

expendjture for higher education of children,

.0ld age provision, marriage expenses etc. are in

substance household family expenses of an
obligatory nature. Although these are houschold
family ‘expenses they do not occur uniformly
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 litres may remain 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
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 suppressed 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
bgsis of extensive application of 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 Manufag-
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tured Intermediates, by 40 per cent in Agricul-
tural Commoditics, and by 80 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 employeér can cover this increase
in pay bill 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 need of savings for
deferred family 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
suitable’ to meet the requirements of increase
in working capital, '

23. In 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 existing 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 “4ax are more pronounced
amongst taxpayers from this class. It is from
this aspect that I wish to consider the signifi-
cance of a scheme such as National Develop-
ment Fund referred to in para 5.64 of the
- Report.

24. Significant 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 provident fund etc.

(i) Contribution to the Fund will be
blocked for a period of seven years,
j.e. the ampunt of contribution made

at any time could be withdrawn only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

(iif) 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 4} per cent per annum.
The interest will be liable to tax.

(v) Investment 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..1 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 investment 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 genuine 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 cwynbersome and un-
workable in practice.

My colleagues have recommended that con-
tribution upto 10 per cent of the gross.total
income of the taxpayer or Rs. 20,000 which-
cver is less will only qualify for tax relief. 1.
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 which
savings are found necessary by taxpayers, I also
highlighted the unique need in case of busi-
nessmen of additional resources for workin
capital. According to my colleagues there woul
remain a separate ceiling of 30 per cent of the
gross total income or Rs. 20,000 whichever is
lesser 'in respect of savings in the form of life
insurance premium and contribution to provi-
dent fund, etc. and a separate ceiling of 10
per cent of the gross total income or Rs. 20,000
for savings in the shape of contribution to the
Fund, As T mentioned earlier the existing forms
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of qualifying savings do not appeal to a certain
class of taxpayers. I see no sufficient reason why
choice as to the form of savings should not b

left to the taxpayer. I, therefore, recommen

thal there need be no independent and separgle
ceilings  for different  prescribed forms (of
savings.

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
cxtent possible, I am not suggesting any gene-
rous concession. Already,; investment in Public
Provident Fund carries the following Eene—
fitsT — !

(i) 5 per cent tax free interest. ..

(i) 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 be 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.

Balance in the Public Provident Fund
cannot be attached.

- (iv)

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 will 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 of interest is that it
would tnsure that the contribution 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 in the.
Fund and the banks charging a marginally
higher rate on adyances made to the taxpayer.

I am also not in favour of exempting from
wealth-tax the balance to the credit of National
Development Fund. In substance, balance in
the Fund is supposed: to be available for and
represented by investments of his choice made
by the taxpayer, In my opinion when rates
of wealth tax are high, exemption from wealth
tax should” serve to influence composition of
wealth and direct investment in suitable and

'

pps

appropriate field. Just as wealth is diverted into
gifts to Charitable Trusts so would the wealth
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 lo not mone than 40 per cent of the
gross total income, should qualify -for tax re-
lief. '

27. 1 would now turn 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 180 per 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. 110. However if a similar amount
of Rs. 1,000 is saved by an individual having
income over Rs. 2 lacs he would get tax relief
of Rs. 977. Any methiod of giving tax exemp-
tion for a specified kind of income or specified
savings should be suitable as between tax-
payers belonging to lower 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 income-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/well be saved rises with the
size of income. If an individual earning income
of Rs. 10,000 saves Rs. 2,000 or Rs. 3,000 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 marzed 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
tax benefit of so much as 100 per cent or 50

~
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per cent of the marginal rate of tax for an in-
significant amount saved in relation to the layge
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

arfiount saved. I suggest therefore that tax re-
liet~stsuld be. given on the basis of slab rates
with the rates of relief increasing progressively
with each succéssive slab of saving,

28. What the rates of relief should be and
what should the slab or band of savings to
which the respective rate should apply has to
be determined on pragmatic 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 shows 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
sizz. 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:—

lief obtainable under the existing method and
somewhat less than the maximum relief obtain-
able at present. I have deliberately recommend-
ed a Tax Credit of 15 per cent applicable to
the first slab of saving upto Rs. 3,000. When
the marginal rate of tax for income upto
_Rs. 10,000 is only 11 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
wou}d provide, in my opinion, a superior in-
centive for low and medium income group of
tax payers. I ‘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 saving can be expected
‘only from higher income groups.

I would like to clarify that this T'ax GCredit
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.

~ 29. It may appear that under the Tax Credit
method there will be no incentive for a person

Size of Tax Relief Tax Rate of with high income to make a comparatively
Saving under tho oxisting  reliof Reolief small amount of saving, for the Tax Cerdit
method ,‘E,‘d“ will not be so attractive to him as the relief
C:l:'lit he obtains at present. In my opinion, saving
(~———A———— method which is more or less incidenta] should not
Mipimwm Maximum qualify for substantial relief. The Tax Credit
= method takes this factor into account and en-
Rs. R, Rs. Re. sures that Tax Credit is stepped up only where
S size of saving is also stepped up. -
3,000 220 1,966 | 450 189 -1
6,000 . 900 3,324 1,200 @50% LM TN may add here that I have prescribed
-9,000 2,116 4,497 2,400 409, highest marginal rate of 60 per cent for Tax
12,000 .. . 3,335 5,670 3,500 50% Credit. and no ceiling of any discrete amount
15,000 e © 4,830 6.843 5,700 609, is placed on the qualifying amount of saving.
20,000 ' 6,976 8,768 8,700 60% 1 have done this for two reasons. According to
f) » » ’ A e .
: the recommendations made elsewhere by me,

Following is the rates schedule for tax credit
on savings adopted by me:

3

" Slab of Saivng Rate of Tax
. . Relief
Ras. Bs. " Ra.
1te 3,000 B . 15%

T 450 + 259
1,200 + 40%
2,400 + 50%
3,800 + 60%

3,001 te 6,800 ) .
8,001 to- 9,000 .. .
9,001 to 12,000 . .
‘Over Rs. 12,00 , .. ‘e

It woul& be noticed from the Table that the
reliecf worked out under the Tax Credit me-
thogd is somewhat more than the minimum re

the tax base would be wider if family is adopt-
ed as a unit of assessment and long-term capi-
tal gains is charged to tax without any conces-
sion like any other assessable income. -

I should also point out that although the.
Tax -Credit under the rates adopted by me 1s
slightly more than the minimum relief obtain-
able at present, it is less than the maximum
relief now obtainable. Savings of large size are
made naturally by individuals who qualify for
a tax relief approaching the maximum obtain-
able. ‘Besides, as the tax"base would be wu?er
with the :treatment of long-term capital gains
as almost ordinary income and of family as a
unit, it would be fair to prescribe higher rates
of Tax Credit. A separate rates-schedule for
Tax Credit will also provide an additional

lever to regulate savings.
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31. High tax rates accompanied by Tax
Credit based on the amount saved and invest-
ed

. wealth-tax rates with exemptions for investment
in new venturesome activities will create con-
ditions where
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 administration 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) LongaTe}m 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 thesc grounds as suffici-
ent to justify a lower rate of tax 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 gains 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 been suggested.

saving 4nd investment can be.

in any suitable field of choice, and high

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 income is utilised while acquiring a

_ caFital asset any concessional treatment of capi- .
ta

gains would not be proper. In view of the
scheme of Tax Credit suggested by 'me I re-
commend that long-term capital gains be tax-
ed like receipts of casual and non-recurring
nature.

(4) Taxatign of Registered Firms

" My colleagues have recommended discontinu-
ance of a separate tax not on all registered
firms but only on the firms rendering profes-
sional services. In my opinion the basic defect
in tafation of a Registered Firm is the manner
of calculating its tax base, and the undesirable
consequences flowing from it. N

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 consider that the existing provisions
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-
fied. 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. It is curious to find that a person in em- ,
ployment, who receives his monthly salary re-
gularly without any kind of -risk' 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 as em-
ployces, but they get themselves saddled with
additional tax on Registered Firm.

4. All this happens because in computing
taxable profit of a Registered Firm, salary or
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dnly femuneration paid to a partner and in-
terest on capital brought in by him is not con-
sidered as business expenditure. Partnership
firm is afterall a business organisation. In de-
termining profits from any organised business
or cnterprise it would be rational to consider
cost of-ull 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,q pro-
visions of Section 40-A of the ILT. Act take
due care about any claim for deductioh 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 pariners and
reasonable return on capital put in by them
should be allowed as deduction.

(5) Corporate T;1xatipn

support the policy and direction guiding
the recommendations in our Report in the
field of- corporate taxation. I agree with 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 cok
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 55 per cent
will apply to all domestic campanies
without any distinction based on na-
ture of control or activity, or size of
total income. ,

(ii) Distributed Profits, ie. dividend upto
8 per cent of paid-up capital or
Rs. 25,000, whichever is less, will be
deducted in computing total income

" in the case of small companies with
a paid-up capital not exceeding Rs. 5

lakhs.

n the case of all other companies distri-
buted profits uptd 8 per cent of the
paid-up capital will be taxed at an
effective rate of 30 p.c.

(iii) Company’s contribution upto 10 per
cent of the tota] income to a new: 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
resecarch. The amount withdrawn for
this purpose will be treated as income

in the year of withdrawal.

JThe 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 depreciation.

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 1 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 discontinued 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 nume-

rous individuals into a common pool. Savings
of the many are put to work for productive
purposes under the control and management of
the few. Not all savers know how to use savings,
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 environment
of competition, Competition can subsist where
there are good number of industrial units with



sufficient capacity to meet the emerging demand.
When capacity of existing units becomes inade-
quate to meet demand additional capacity has
to be created. This can be done by increasing
the capacity of existing units or by promotion
of a new firm. In installing of new capacities an
existing industrial unit is always' in a superior
position than a new cntrant. The capital cost
per unit of production in’ the case of an alto-
gether new industrial firm is generally higher
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 indus-
trial' firm. Development rebate allowance is
available to both, the new firm and the old
firm. In the case of old firm development re-
bate is largely set off against the profit of the
old unit, enabling the firm to declare dividends.
In the case of a new firm development rcbate
postpones.the dividend payment, because until
depreciation and development rebate is absorb-
ed profits are not available for dividend.

5, New companies can be promoted for crea-
tion of additipnal capacities or for undertaking
new ventures if they can attract capital in anti-
cipation of a fair return. As dividend can be
paid only out of profits remaining after pay-
ment of tax the corporation tax becomes in' the
long run an element of cost, Thus when price
of any product is fixed by a statutory autho-
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 enhances the 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-
duction capacity in the country gets stabilised,
In this process the existing industrial units ac-
quire a semi-monopolistic character.

6. Where a new company is formed to set
up an indigenous productioni 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. Then
only is the company able to declare dividend
after a reasonable time from the commence-
ment of its production. Tax holiday for the
five initia] years enjoyable by new undertak-
Ings mitigates this difficulty to some extent, I
view, therefore, with favour the tax holiday
concession for new jndustrial units ang the re-
cent Government decision to  withdraw the
allowance of development rebate.
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these profits a result of managerial efficiency

. and ability. More often, fat profits are due to

facility of imported raw materials and shortage
of production. Owing both to high rates of tux
on personal income and to the facility of
ploughing back profits, a company is discourag-
cd from distributing larger dividend. As a
substantial portion of prdfits remains undistri-
buted ang bottled up with the company, these
savings are not available for use to other en-
trepreneurs, : - '

8. Small dividends and large bonus issucs
offering opportunities of capital gain are no
doubt attractive to taxpayers having sizable in-
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 corporate en-
terprises. It is this policy calculated to discour-
age distribution of large dividends that has
come ins the way of enlargement of the number
of sharcholders, Instead.of bringing the public
closer and making it understand and appreci-
ate the economics, of modern. enterprise, this
policy has succeeded in keeping the large” mass
of small investors away from the interest in
corporate enterprise, This has undesirable so-
cial and conomic consequences. Usless the ignor-
ance, indifference and apathy of small investors
towards participation in risk capital of comp-
anies is removed, company as a significant tool
for conduct of organised enterprise- will be
available only to a narrow class, Dcvqlopn}ent‘
of new broadrbased ‘entrepreneurship will be
thwarted in the process. ‘ '

9. When company management is encourag-
ed to plough back substantial portion of profits,

. management can afford to remain immune and

7. Another factor which acts, I consider, as -

a block. in the path of new entrepreneurs is
the policy favouring plough back of company
profits, In a protected and favourable market
conditions substantial profits: are made by a
good many companies, Not in all cases are

indifferent to the pressure 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 is necessary
to develop a healthy and competitive corpo-
rate enterprise, .

10. In the case of companies where good en- -
couraging profits are more a result of enterprise
and managerial efficiency an additional tax like
Sur-Tax on company profits acts as a damper
and penalty for successful and cfficient use of
funds, Thrift and discipline in curbing avoid-
able expenditure involves a continuous watch .
and: pressure, and an ‘exercise of.hard unpala-
table decisions, When a major share of profits
is taken away in tax, management’s resistance
to avoidable expenditure weakens. The relative-
ly high level of salaries and perquisites of
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company executives and expenditure on build-
ing up public image and on the so called social
awareness are the outcome of an indirect shar-
ing of a major burden of this expense by Gov-
ernment in the shape of high taxes.

11. Not only are the .costs thus pushed and
bolstered up in times of prosperity' and good
. profits, but liquidity of the company is also
impaired by high corporation tax. Profit is
measured and calculated by reference to income
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, loss
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 processes 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 burden of non-recurt-
ing expenses in times of bad or not so good
years, The problem of sick textile mills, where
repairs and renewals have remained unattend-
ed, is in my opinion partly due to this situation.
It is desirable therefore to ensure thatlarge 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 and competi-
tive enterprise.

12. I have dwelt so far on the corporate scene
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 wéuld now like to analyse
and examine the burden of corporate taxation
under the pattern recommended in our Report.

13. Replacement of Sur-Tax by the proposed
capital_levy of 1 p.c. on all borrowings and
owned funds of domestic companies will consi-
derably enhance the aggregate tax burden on
companies. Capital levy on non-government
campanies alone will yield over Rs, 70 crores.

- The changes made this year in curtailing the
benefit to priority industries and in restricting
the capita] 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-
cription of a uniform rate of 559, 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

-

lcollcctions in 1970-71, Discontinuance of de-

velopment rebate will also eventually show a
rise 1n 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 menticned earlier, in-
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 consider that they should not be allowed to
result in increasing the aggregate tax load on
companies, The modifications I am recommend-
ing are intended to help achieve desired objec-
tives.

15. Capital levy of 1 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 benefit 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 would be
clear that these considerations have no bearing
on investment in the shape of shares or loans
made by a company to another. 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 loans made by a
company be deducted in computing the 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 capital levy of 1 p.c. would not affect
all companies anqg their respective shareholders
in the same way. Its inciderice 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 standarq rate of interest 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 additional cost of borrow-
ings will therefore wholly fall on profits of the
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company. The Table below will help appreciate
the magnitude of this incidence on profits of a

comparny.
‘TABLE

1. Ratiocf owned
capital to total
capital .. 100 60 60 40 3Ju 25

. Effective [nciden~
ce of enpital levy
as 3 percentage
owned capital .. 1 1.7

(3]

[ %)

ko
Gt
w
[
W

3. facidence of ca-
pital levy as per-
centage of profils.
() Where return

on capital is
10 p.c. . 10 17 20 25 33 40
(1i) Where re- -
tarn cn capital
is 15 p.c.
(¢68) Where re-
turn on capilal
is20pe. . 50 85

g-1 11-3 13-3 16-6 22 26-6

0 12-5 16-5 20

Note—Variation owing to intercet un borrowad capital
is ignored.

18. Assuming on a conservative basis dverage
incidence 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 Profits Corpo-  Attri-  Total
ration butable burden
Taz Inci-
dence of
capital
levy

Rate of Tax (95

1. Contribution to Reeonstruction

and Stabilisation Resoerve

Fund . .- .o .0
2. Distribution as Dividend B

uptu 8 p.c.of paid-up capital 30 135 45
3. Balance of Total Income (in-

cluding dividend in excess of
8 p.o. of paid-up eapital) . 55 15 70

13 16

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 noucegl
from the above Table that if the company deci-
ded to distribute dividends, then on the amount
of profits equal to 8 per cent. of the paid-up
capital distributed as dividends aggregate tax
burden will be about 45 per cent, On the
amount of profits distributed as dividend in
cxcess of 8 per cent. of the paid-up capital the
burden will he ahout 70 per cent. It is obvious
that this situation cannot be considered an
improvement over the existing position. Rather
it worsens the situation.

20. Morcover, my colleagues have recommend-
ed that in computing 8 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

issued out of profits remaining after payment
of tax. In numerous cases the issuc 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 sharcs that might be issued
out of the profits after payment of tax accord-
ing to the recommendation in the Report, such
profits would have borne an effective tax of
about 70 per cent. Considering from all aspects
I am satisficd that there is no justification for
excluding bonus shares from the paid-up
capilal.

21. As stated carlier in paragraphs 7, 8 and
9 there are, in my opinion, some compelling
rcasons for encouraging larger distribution of
dividend. Besides, deduction of dividend of
Rs, 25,000 in the case of companies with a
paid-up capital not excceding Rs. 5 lakhs and
application of a uniform rate such as 30 per
cent. for distributed profits upto 8 per cent. of
the paid-up capital in the case of companies
with a paid-up capital exceeding Rs. 5 lakhs,
this would crcate unjustifiable inequities and
complications in marginal cases. [ recommend,
therefore, that in the case of companies with a
paid-up capilal not exceeding Rs. 3 lakhs, dis-
ributed profits upto 8 per cent of the pajd-up
capital will be totally exempted from 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 disiributed pro-
fits will be exempled 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
taxcd 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 20 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.
moditics. 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 Rescrve Fund should be allowed
as deduction in computing taxable income. 50
per cent of the contribution is allowed to be
withdrawn at any time for current repairs and
for research. 1 have discussed in paragraphs 10
and 11 the need to improve liquidity of com-
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panies in times of good years. I have also referred
to several business expenses of a mon-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.
1 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 wuse of this
Fund by the company. I therefore recommend
that the limit of exempted contribution to the

Fund be prescribed at 20 per ceni 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
sharcholders and the emergence in increasing

NEw DEeLHi
24th December, 1971.

number of organised entities like companics
will provide the test of its soundness,

(6) Other Topics"

8. No. Chap- Pa-

Topic
ra-
graph

Roemarks

®

(#)

(55)

(iv)

(v)

(v)

2 2:222 Payment to sub-
contractor.

3 3:30 BSpecial Rate of
Income-tax for
HUF where a
member has in-
dependent  in-
come ahove mi-
nimum not liable
to tax.

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

4 481 Deduction of tax
from payment to
contractors and
sub-contractors.

& 65'19 House Rent

6 5-69 Rs. 5,000 Deduc-
tion medjcal
profession in ru-
ral area.

I dissent in view

of the provisions
u/s. 40A(3).

The Rates, 159 to -

65%,, should be
raised by & per-
centage points at
each level. Other-
wise, see Minutes
of Dissent.

Only in ecase of

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

The rates should

be ‘2 p.’ and
‘1 p.c.’ in place
of ‘3 p. and
2 p.o.’ respeotive-
Iy.

Upto Rs. 500 p.m.

instead of Rs. 300
p.m.

I dissent.

M. P. CHITALE
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FAMILY AS THE BASIC UNIT OF ASSESSMENT
II

My colleagues recognise the usefulness of
clubbing the incomes of husband, wife and
minor children for purposes of checking tax
avoidance. Yet, they disfavour the suggestion
of trcating 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 rclatively of minor significance and certainly
not insoluble or insufferable. A structural
change by way of adopting family as the basic
entity for assessment will in onc sweep render
ineffective various methods of tax “avoidance
through intrafamily transfers of wealth or of
income. Apart from checking tax avoidance
1ecognition of Tamily iricoifiie as a tax base indi-
cates more appropriately the economic power
or ability to pay, a concept which forms the
very basis of progressive taxation.

Our existing (0]
tax structure adopts individual as th& basic unit

of assessment. But giving tax concessions to the
individual in respect of self occupied house
property or payment of insurance on the life
of the wife or husband or a child of the tax-
payer, etc. recognition is given to family obli-
gations. Even today, family is still the domi-
nant form of human association. If we consider
the whole saga of man’s life every man’s aspira-
tions, actions and major part of his life veers
around his family. In our country, development
of the traditional concept of Hindu Joint
Family symbolises this fact. In my opinion it
would be appropriate, therefore, to adopt family,
consisting of husband, wife and minor children{
as the basic unit of assessment for tax purposes.
Unattached individual can be regarded as a
family, so to say, in a transient stage. Where
a Hindu Undivided Family consists only of
husband, wife and minor children or any of
them, income of such a family should be club-
bed with personal income of family members,
treated as a unit of assessment,

[

\

3. The difficultics mentioned in para 8.34 of /

the Report are broadly threefold.

Firstly, it is suggested that if family is trcated
as a unit of assessmeént 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 exemption
from tax for the first slab of income upto
Rs. 5,000 after deduction of conveyance allow-
ance of Rs, 600 or Rs. 900 as the case may be. In_
addition, it is recommended in para, 5.19 of the
Report that for all taxpayers paying house rent
in excess of 10 per cent of gross total income, the
excess over the 10 per cent should be allowed as
deduction. In terms of the recommendation
this allowance is restricted to an amount equal-
to 15 P.C. of gross tota] income oj/ Rs, 300 per
month whichever is lower, As the family
income will provide a wider tax base, I recom-
mend that this suggcsted ceiling of Rs. 300
per month should be raised to Rs. 500 per
montk. Expenditure on food dothing 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
cautiously 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 his/her hands. If a certain amount
1s 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 nced-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 suiler 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 carned 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 earned income in the
family unit should pose no problem. Further,
there would then be no distinction as between
carned income of husband and the earned
income, of wife for purposes 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 to
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 husband’s
carned income, Rs, 8,000 which is lower than
the wife's earned income will be the tax payable
at the rate appropriate to total income of
Rs. 8,000. The largest amount of earned income;
Rs, 10,000, being the principal earned income
will be considered for aggregation with urearned
income of family members. Concessional treat-
ment of earned income in this manner will re-
cognise the effort and hardship involved in self-
exertion and will also leave a relatively larger
disposable 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, Adop-
tion of family as a unit is primarily suggeste
as™@ measuré fof checking tax_avoidance, and
algo otherwisé as an appropriaté tax base. There
is no intention to discourage any family mem-
ber from working and earning. I therefore re-
commen 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-
ly on ihe footing that such earned income it-
self were the gross total income.

7. As regards diversion of income through
bogus payment 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 cxcessive or unreasonable payments to re-
latives of the assessee. I do not therefor, agree
with the recommendation of my colleagues
made in para 3.39 that all income of the spouse

S

of an individual by way of remuneration ot
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 colleagues for meeting
the 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-inlaw 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 mentioned above are not the only possi-
ble transfers facilitating tax avoidance. If

_income arising to a daughter-in-law from asset

gifted by a parentin-law is considered: for in-
clusion in the total income of the transferor
there is little 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 asset from only paternal grand-
parent is dealt with, apparently because trans-
fer from a maternal grand-parent may cause
hardship to him/her if thc transferor has no

. control over the property of grand-child.

10. In this connection I should mention the
general problem of recovery of tax in al] 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.
Consequently, 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 LT. Act arise
from the practice of not taxing the income in
the hands of the beneficiary,

11. The existing provisions in subsections (1)
& (2) of Section 64 of the LT. 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
deal with income arising from gifted assets, or
gifted aeets converted into new assets. But
income arising from accumulated income or
from accretions to gifted assets still remains out
of consideration, -
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12. Deficiencies of all such measures calculat-
ed to check diversion of income an{d 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 LT.
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 materna] 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 L.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 assets 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 parent
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 mather,
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 merely 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 turn to unearned income
of family members and its treatment, if family
is adopted as the basic unit of assessment. 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 should
militate against the urge to work and diminish
one’s capacity to support family needs, I have
recommended in para 4.6 that earned income
upto Rs. 20,000 may be taxed in certain cases
at the rates appropriate to such earned income.
If a portion of such earned income is invested,
should the eptire income from such investment
be aggrepated with the other income of the
family? In any case a certain amount of per-
sonal exmenditure, such as education, health,
medical care would necessarilv be incurred by
or on behalf of the member having unearned
income. Perhaps, 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 respect to income
from specified investments u/s. 80 L. There is
no sufficient reason to depart 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 be made
from the unearned income of a family member
which is of a supplemntary neture.

15. A view is sometimes expressed that the
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 ‘incentivesfor 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 difficulties referred to in para
3.34 of the Report in adopting 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.

eflective 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,

(i) Family of husband, wife and minor
thildren should be adopted as a unit
of assessment for purposes of Income
Tax instead of individual 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 taxed in the hands of
family as if such earned income it-
self were the gross tota] income. The
excess of earned income  over
Rs. 20,000 should be clubbed in the
hands of the family.

230

(iv) Unearned income of any member ex-

ceeding Rs. 3,000, which is of a sup-

NEw DELHI
241h December, 1971,

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. CHITALE

I am in agreement with the view that family should be the basic unit of assessment.

-NEw DELHI ; , ‘ —_—
24th December, 1971,

D, K. RANGNEKAR



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 of the Income-taxt Department
are afraid of taking responsibility mainly witn
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 involve not only de-
liberations by the Settlement Tribunal but also
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, settlement should be arrived at, he
should be entitled to do so. Should he need
support or assistance, a consultation with another
senior officer should be provided. Further with
a view to achieve an element of uniformity in
the country, it may be advisable to appoint
one or more senior officers who may visit di-
flerent parts of the country to settle cases after
discussions with the Commissioners. Thus
scttlement 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 the appro-
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 that all settle-
ments should be entrusted to Commissioners in
respect of their charges. To deal with complica-
ted cases ad hoc tribunals consisting of two
Commissioners locally available under the chair-
manship of the visiting senior officer may be
formed from time to time. It should not be ne-
cessary to hold formal hearings in this behalf.
The assessee should be entitled to discussions,
which may even be held in camera,

m

(2) Import Entitlement Incentives

2.1 1 do not favour the 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 former,
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 im entitlements,
the sale should be made free in order that the
Income-tax Officer is in a position to check the
sale price with the prevailing market price. Ad-
ditionally under law it shouﬁd be made obliga-
tory for the imgorter to have his accounts audi-
ted and the auditor should be obliged to rcport
upon the utilisation and/or sale of
licences.

{3) Grants-in-aid to Political Parties

3.1 I am not in agreement with the recom-
mendation that Government should give grants-
in-aid to national political parties for election
purposes, As it is, the Government finds it diffi
cult to raise sufficient resources to pay for its ob-
ligations, The proposed grants-in-aid would be
an unnecessary burden on the exchequer. Besides
there is no guarantee that political parties
would still not raise additional funds in an un-

import

‘derhand manner. In the circumstances, 1 feel

that financing of political parties should be left
to private agencies and that there should be no
bar on companies making contributions to
litical parties provided that such a contribution
is made after the management has obtained the
sanction of the share-holders by means of a spe-
cial resolution; the company concerned should
also be obliged to show separately in its annual
accounts contributions made to the different
political parties.

3.2 I would even go to the length of suggest-
ing that political parties be treated as institu-
tions entitled to exemptions to tax under sec-
tions 11 and 13 of the Income-tax Act, for poli-
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 I feel do
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not go far enough. Hundi loans are normally
taken from Hundi bankers and/or through

Hundi brokers, In order that malpractices ob-

taining in this market are brought under con-
trol, it would be advisable to insist that all per-
sons carrying on business in this line should re-
gister themselves 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 help.

4.2 In this connection it is pertinent to men-
tion that loans may also be raised by assessees
through private parties in respect of which
Hundi may have been given. Such loans would
not be covered by the generally understood’ con-
ception of Hundi loan market. To ensure that
these lenders also .are genuine, it is suggested
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..

R
T )

(5) Assessment Procedures - oo
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. In 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
‘done, it need .not be comprehensive. In fact,
in most cases reference to account books' may
not . be called for, particularly when | accounts
have: been audited. The Income-tax = Officer
should. However seek or 'elicit additional infor-
mation. on any points. which he feels need "ex-
planation, The assessments would thus ‘he com-
pleted - expeditiously. Subsequently, ‘periodically
audit or check parties should be deputéd to exa-
 mine the accounts of an assessee for a 'numbe.jr
of years together. Depending on' the 'size and
-type of business carried on. by, the "assessee, this
detailed examination 'may be undertaken every
three to six years. A

[E Anloe, i aryey Bl o 10 .

5.2 Although an enabling. }_m')v{sio‘r} for this
urpose has been made in section. 143 (2) of the
“Income-tax Act, it does not go.far enough. Un-
- Jer this section, checking can be done by an In-
come-tax Officer- within two, years after the'con-
clusion of the assessment year. It Is imperative
that a provision should be made whereunder the
‘Income-tax Officer, should, he entitled tocheck
~ the accounts of. an:assessee-as from the last date
when he checked them, This work can be ade-
quately planned and examination of accounts of
large income assessees can be rotated in a man-

ner 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 o,f‘yealts together than when it is done for a
year: at a time. . , o
(6) 'Agricultural Income

6.1 We have recommended that agricultural
income should be liable to tax. For reasons sta-
ted in the‘report; the processing involved in or-
der to subject agricultural income to tax may
take time. In the intervening period, I feel that
there is no reason why at least in the case of
persons having taxable income they should not
be required to explain their agricultural income.
Even .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
Jdiable to income-tax, This would enable the
Income-tax Officer to check upon- the prevail-
ing malpractice of what is 'popularly. called
_conversion of black money into white by inflat-
ing agriculfural income. It is said that it would
normally be difficult for an Income-tax Officer
to determine correct agricultural income, This
does not appeal to me. I dare say that with an
.application of mind and an intelligent approach
it ‘would not .be- impossible for an Tncome-tax
Officer to devise ways and means to assess the
reasonability of agricultural income shown. I
.believe ‘that. most persons who have large ag-
_ricultural, ingome, also have substantial other
.income liable, to income-tax.
(7) Sifting ‘of Essentials from Non-Essentials

7.1 'While' dealing with the subject of tax
evasion, it would be pertinent to mention that
no amount of legislation ‘would curb tax eva-
sion unless the administration 'gears itself up

_,to. ensure 'that'income-tax laws: are’ adequately

.administered énﬂj enforced. As 'far as Jaossible,
‘an _endeavouir should be made to provide suita-
_ble guidance td the Income-tax Officers for this
purpose and ql’sp_to ensure that there are no un-
‘necessary pin’ pricks. It'should be ‘appreciated
_that it s just not ‘worthwhile wasting the pre-
‘cious timé of the !Income-tax Department to
securé noininal revenue. The officers should
therefore cohceritrate on matters involving signi-
ficant revenue, In this connection I may also
add that even the law should not expect check-
ing’and calculdations'of a time - consuming. na-
ture’: For ‘instance, iceilings on travelling expen-
ses hnd sitnilar items can cause confusion and
“Urinecessary ‘controversy. In matters of this na-
ture; it woilld’ perhaps be best if ceilings of ex-
“pendjtire apply when no proof of actual expen-
i&i’t're*’therefor ‘is' given. When expenditure 1s
~Qcthally incurred: and 'is- considered reasonable
"‘de’pemf;ng upon 'the circumstances of the case,
ceilings would"appear’ to be unnecessary. Simi-
larly, time need not be wasted on eudeavouring

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, 1 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 diminish 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 inclined to
follow the rulings given because it would not
be in his 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. T 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 set 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
fnternal 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 al} other work. This I have
not been able to understand, for if he 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
ﬁoint in having a ‘Board’ if different members

ave 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 .1 attach a great deal of importance to
intelligence and investigation work. Hence 1
feel that the top man in charge of intelligence
and investigation should not be saddled with
other work and should bave 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.

94 Aécording to me, scrutiny of accounts of
assessees should- take the following forms: —

(1) scrutiny of income-tax returng and the
attached statements;

" (2) scrutiny in (1) 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 malpraétices and
fraud are suspected with a view to
establish fraud, and possibly to prose-
cute,

9.5 Items (1), (2) and (3) should be handled
in a nowmal routine manner, as indicated by
me elsewhere. When it comes to investigation,
it calls for specialised knowledge gained not
only from personal experience hut also by care-
ful studv of methods and modes of frauds adopt-
ed hy people in different walks of life. Informa-
tion received 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 should 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 ordered. 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 cither be done by hav-
ing a wholetime 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 department. My impression is that
even in the police 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 in a way to assign an investigating officer
to assist in prosecution, ordinarily it would be
best to separate these functions.’

(10) Legal Assistance

* 10.1 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 at.-the 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 certain amount of work within

minister valuation laws

the department should be handled by officers
with legal background who are given an expo-
sure to and cxperience in legal matters. The
Committee 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 gcneral 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 streng-
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 notes 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-
reasonably and in a
uniform manner throughout the country. As is
well known, market value can bé 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
importance 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 termg of information contained in the
audit report.

122 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, should be by
reference to trade, commercial or professional
practice and not necessarily related to the re-
quirements of the income-tax department. To
saddle the auditor with the responsibilities of
income-tax assessments howsoever indirectly
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-
ptroller §& Auditor General with a copy to him.
In this way, the Comptroller & Auditor Gene-
ral is able to keep an eye on the operations of
the public sector undertakings and is in a posi-
tion to have his own audit conducted without
going into details. I feel that a similar system
can be introduced for the audit of income-tax
assessees including companies, The auditor
should be expected to report to the owners not
only in short form but also in long form by
giving his comments on some specified areas of
activity. The Incometax .Officer naturally
should be entitled to receive both the short
form and the long form report,

12.4 As the information reports would not
necessarily take into account the requirements
of the income-tax law and may not touch upon

all points on which an LT.O. may require
clarification and/or information, such additional
information would have to be called for from
the assessee. In my opinion in order to secure
this, the 1.T.O. should write to the assessee to
obtain from 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 L.T.0O. 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 aunditors consideration have been
given in the report by the Committee. Personal-
ly I feel that these 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 wounld like to

‘add that an LT.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 LT.O. would have
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 2 large num-
ber 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 regarding 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 the 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-
“Jleus for capital for the formation of a firm
through which income is diverted should ' be
curbed. R

14.2 Similarly, stepping up estate duty would
help cgualise distribution of = wealth. At the
same time, incentive to work should not be re-
duced by hiking up personal Income-tax. Perso-
nal taxes should be substantially reduced and
more importance ‘should be given to - human
effort than what is done at present. In the con-
text of increase in tax rates on gifts and estate
duty sugpested by me if considered appropriate,
the maximum marginal rate of tax could be
made applicable on income above Rs, one Iakh.
T would, however, place on record the fact that
T am otherwise in agreement with the income-

* tax Trates suggested by the Committee. In any
case, reduction of income-taxes is likely to im-
‘prove réalisation. L

{15) Computation -of Capital for Capital Levy
15.1 A formula has been given by the Com-

“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 should 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 be 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 Dircctor
of more than two companies, I would suggest
that a similar restriction be introduced to the
effect that a partner cannot be a working part-
ner of more than two partnership firms to
entitle the firm from exemption of registered
film 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 HU.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 H.UF. 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 2 member of a family he should accept
the concept of H.U.F. in its entirety resulting
in the clubbing together 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. Tt
does not appear logical to me that a person
should have part of his income as a member of
H.UF. 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 hotch
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-
fercnce 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 1nequitable.

(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
ny visit to Tokyo (Japan), 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 dnd from the
equivalent of the Tax Bureau in the Finance
Ministry and the Central Board of Direct Taxes
should be encouraged.

(19) Tax Arrcars Write off Bedy

19.1 The Committee has suggested sctting 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-
missipners’ 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-
pointing 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 that virtual-
ly all the work in connection with recording of
demands, realisation and data processing for
statistics is done by junior staff. The officers,
by and large, are inclined to confine themselves
Lo supervision of a very general nature. In the
'main report we have suggested improvements
In the maintenance of accounts and presenta-
tion of information to remedy- the, prevailing
shortcomings, The suggestions are based upon
the information presently available before us.
There is no reason: however why this should
not be further improved as time goes on, Im-
provement in accounting forms and procedures
should be a continuous process,

20.2 With this end in view,
that some officers in the Income-tax Department
should specialise in accounting. As officers of
the Income-tax Department are presumed to.
have fair knowledge of accounts and account.
Ing matters, the least that should be expected
from them is that they keep their house in
order. To achieve this it would appear im-
Jperative togear up the internal accounting wing
iof the Income-tax department to secure im.
creased efficiency. I would suggest therefore
t!1at a_sendor officer be attached to a Commis-
stoner ‘or ‘a group of Commissioners who is in
charge of accounts in the main. He should be
assisted by Income-tax Officers in charge of ac-
counting within 2 functional group or an officer
who supervises the work of a group of officers
where™ decentralised accounting is obtaining,
Tl_le_head of this organisation within the Com-
nussioner’s charge may be calleg Additional
Controller of Accounts. The Income-tax Of
cers in charge of Accounts may be designated
Assistant Controllers of Accounts, The Addj-
tional Controller should be under the Commis-
sioner in line of authority, but should be func-
tionally responsible to the Controller of Ac-.

counts who may be of the rank i
in the Board. 4 nk of a Director

I am of opinion

203 We have suggested that the Board
should have a Finance Member. This member
may be placed in charge of Finance & Accounts
and could perhaps be designated as Finance
Member and 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 Income-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 Collection Income-tax Offi-
cers and officers in the Recovery Wing of the
department.

20.6 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 that recovery
proceedings should be applicable to all de-
mands as from the date when a demand is due,
in order that the formality of issusing a re-
covery certificate is not 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 duc date. In any case, as”we have recom-
mended, recovery proceedings should normally
commence after 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 diffused 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 suggested a large
increase in the number of Commissioners who
would be directly under 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 the
work of the Commissioners has to be supervised
and co-ordinated with a view to uniformity
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 post office but should consist of officers
who are in a position to finally dispose 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 department should be in the form
of direct recruits at the officer level, at the
equivalent of Upper Division Clerk level and
also to the extent of 50%, at the Inspector level.
For the purpose of this note, the staff below
the Upper Division Clerk level has been 1g-
nored. In my opinion, recruitment shoulc! be

~

confined to two stages only: one at the officer
level and the other at the equivalent of Upper
Division Clerk level. From this lower level it
should be possible for persons to seek promo-
tions to an Inspector Fc')llowved by Income-tax
Officer class 1I level by means of a competitive
examination. There is no particular advantage
in providing for. recruitment at the Inspector’s
stage. "There appears to be a feeling in some
quarters 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 possible, try to reduce, if not eliminate,
classes. For the time being to secure efficiency
and to ensure intelligent handling of difficult
cases, perhaps recruitment attwo 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 are 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 encouragement, I dare say that we should
now be able to find 2 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 their 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 Department
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’. The high level to
which tax evasion and black marketing has
reached is essentially a result of management
failure. Whereas the existence of black mar-
keting operations may not be the fault of the
tax administration, the blame for lack of detec-
tion of tax evasion can certainly be placed
fairly and squarely on the shoulders of tax
officers, It has been said that Incometax Offi-
cers do not have sufficient powers. That is not
correct, An Income-tax Officer has more powers
than what he needs. The enforcement, however,
is not adequate, For this an Income-tax Officer
is not to blame, but the organisation as a whole
is. According to me tax administration should
be made more effective and should be geared
up to shoulder its full responsibility, It is essen-
tially a management problem,



239

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
achicve results. For this no one member 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 frustration
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 boldly and advise the manage-
ment and/or officers below to take decisions in
the same manner, performance would inevitab-
ly improve and criticism would be less,

23.3 As part of the planning and program-
ming of work the department would be well
advised to prepare for itself a performance
budget indicating therein not only assessments
but also realisation of tax.
costs should be given greater attention than

NeEw DELHI
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I feel that time -

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 ang forccasts 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 effort has been
devoted 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 should concentrate on
management instead of routine administration
of tax laws which can be delegated to other
authorities within the dcpartment,

S. PRAKASH CHOPRA



(1) Scttlement Machinery
(Paras 2.32 to 2.34)

The arguments for having a separate and
independent tribunal of three members of the
status of Members of the Board of Direct
Taxes to deal with voluntary applications for
scttlement from errant taxpayers have a fami-
liar ring about them being reminiscent of those
which were advanced in support of the three
earlier voluntary disclosure schemes which, as
we know, were disastrous failures, as clearly
brought out in paras 2.27 to 2.81 of the main
report. The Income-tax Investigation Commis-
sion of 1947 was also given comprehensive
powers to arrive ‘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 Revenue
at the time and I can say from my personal
knowledge of facts as a result of my informal
discussions with the Chairman of the Commnis-
sion (the late Sir S. Varadachariar) that not a
single assessee came forward with a full dis-
closure to start with and that even the so-called
settlement cases which they dealt with were no
different materially from the other investiga-
tion cases from the point of view of either the
" complexity of investigation or the degree of co-
operation offered by the assessees to facilitate
the investigation. I do not, thercfore, support
this proposal for constituting a high-powcred
full-time tribunal.

(2) Regulation of donations to Political Partics
' (Paras 2.59 to 2.61)

I amn 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
reasons are as follows: —

(i) Such donations would incvitably lead
to the corruption of public life. Obvi-
ously no individual would make signi-
ficant donations to political parties
except in consideration or in expecta-
tion, of reaping rewards in the shape
of increased influence, power, position
or patronage in the event of the 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 use their ill-gotten
wealth for buying the support of
political parties by subscribing to their

v
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. funds, This enables the black-money
owners to buy immunity from detec-
tion or from harassment in the event
of detection.

(iii) The majority recommendation is, in
iuy opinion, entirely outside the scope
of the terms of reference to the Cop-
mittee as it is not a suggestion which
is calculated to unearth or prevent
the Erohferation of black-money or to
check avoidance of tax through vari-
ous devices or to help in the collec-
tion and clearance of arrears of tax
demand.

_(iv) In my opinion, our Committee is not
called upon to recommend new exemp-
tions or extend the area of exemptions
unless the failure to make such exten-
sion of exemptions is likely to result
in the perpetuation of grave inequali-
ties in taxation and thereby disrupt
the morale of the tax paying public.
In my opinion, the recommendation
in this particular matter of donations
to political parties is a retrograde
move, -

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

t (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 February, 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 maintenance of “guest houscs in the
nature of transit houses”. The recommendation,
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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 recommendation
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, thg assessing
officer is not prevented from 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 réport 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 statements, records or accounts as
would be sufficient to show his income dnd other
affairs relevant to direct taxes.

(5) Re-introduction of Expenditure Tax
(Para. 2.186)

I do not agree with the paragraph 2.186 of the
report. I 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 duty, The majority report relies on a
dictum or Prof. J. F. Due that the task of en-
forcement of expenditure-tax is more difficult
since it requires additional information regard-
ing expenditure. But as the Committee is itself
sugaesting 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 enforcement of the Expenditure Tax Act
more difficult.

The mere asking for an expenditure statement
does not ensure that the expenditure figures
would not be exaggerated so as to understate

the savings and wecalth. 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 kept of an assessee’s income, expenditure and
savings. The reason for introducing an Expendi-
ture Tax, as given in Kaldor’s Report continues
to be valid. ,

(6) Concessional treatment to authors, - Play-
wrights and artistes
S (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 80C of the In-
come-tax Act and rule 11A 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 80C cannot be greater in the case
of special class of assessees and I fail to appre-
ciate the reason behind the majority recommen-
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 Commijssioner of Income-tax
is empowered to comply with applications from
persons for information relating 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 been 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 the applicant and not in the
public interest. Similarly, if a person who is
shown in an 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
deposit, 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 such doubts and disputes, T
consider that the Incometax Act should bLe



amended specifically to provide that where any
infomation available ini assessment records is
likely to help the establishment of an adverse
claim to any asset or property by the applicant
against the assessee, the Commissioner of In-
come-tax should be under an obligation to
supply the necessary information from the re-
cords. That will be the only way in which we
can ensure that assessces do not indulge freely
in benami transactions. The majority of Mem-
bers of my Committee unfortunately do not
agree with me in regard to the suggestion made
herein and I am, therefore, putting it in my
minute of dissent. The U.N. Expert Group on
Tax Reform Planning has suggested that the
Government should suo motu publish the de-
tails of assessments that might generate action
and reaction among the tax ¥aylng community
conducive to minimisation ef tax evasien,

(8) Casual Receipts
(Para. 8.16)

The majority in the Committee did not ap-
prove of receipts in the nature of personal £iftc
being treated as taxable income in the hands of
the recipient, I do not sce any reason why an
accretion to a recipient's economie power need
be treated differently from other accretions and
windfall. In my opinion it is more equitable to
treat gifts a8 income in the hands of the reci-
pient than to tax the donor oh his gifs. A
major reform in our system of direct taxation
would be:

() to re-introduce expenditure tax and re-
gard all gifts inter vivos astaxable ex-
penditure and abolish gift tax altoge-
ther;

(ii) to treat all reccipts induding cesusl re-
ceipts as taxable income; and

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

(9) Separate Tax on Registered Firms
- . (Para. 3.43)

The main report contains a recommendation
that the separate tax on registereq firms be abo-
lished at least in respect of professional firms (of
Chartered Accountants, Dectors, Lawyers, Soli-
citors, etgﬂ if net in respect of all firms. This
recommenflation does not, in my opinion, corme
within the scope of the terms of reference of our
enquiry as it is not 2 measure calculated in
any manner to unearth black money or prevent
proliferation or check avoidance of tax threugh
various legal devices or reduce tax arrears.
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
in the partnership firm must of necessity have
been stated correctly in the Partnership Deed.
In a paitneiship, say, between a father and his
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son both of whom may be Chartered Accoun-
tants, it may well be that in a particular case
their shares may have been shown to be equal
while both of them may 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 facility for such fragmentation
exists as much in professional firms as in any
other firms and in my opinion no cas¢ has been
:lna(_ie out in favour of the majority recommen-
ation.

(10) Investment of funds of charitable trusts in
founder’s own business

(Para, 3.60)

I dissociate myself from the reommendation
contained in this paragraph. The condition that
funds belonging to charitable trusts should not
be kept invested 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 existing trusts.
There is therefore no omse on merits for grant-
ing immunity from the operstion of this condi-
tion. As regards trusts that may be created in
future, no hardship can be caused by enforcing
the condition secing that any person who needs
the funds badly for his own business is under
‘flo obligation to create a trust for so long as
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
falling within the Committee’s terms of refer-
ence, the recommendation, if accepted, would
give rise to endless litigation and controversies
about the identity of the original corpus.

(11) Suggestion that valuation of immovable
properties is net to be revised within five
years

(Para, 3.71)

The main report contains a recommendation
that the valuation of immovable gropcrty onoe
adopted after due enquiry should remain un-
changed for a period of 5 years. Such 2 provi-
sion in the Law or even executive instructions to
that cffect' would give rise to disputes and
appeals. It is not casy to say whether in a par-
ticular case the valuation was adopted after
due enquiry and if so, whether the enquiry it-
self was adequate or exhaustive or incomplete
or imperfect or even collusive, Such questions
would give rise to litigation and disputes, Prof.
Kaldor, I think, resommended that the valua-
tion should be stabflised 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 the re-
port would create difficultics 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 purpose 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. 250 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 as such and substitute it by an expendi-
ture tax. There shall be a tax on all expendi-
ture, expenditure 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 expenditure 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 rheasured by
the amount of gifts made in the past any more
than a man’s capacity to pay income-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 ‘concessiona] 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 be 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 the 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 dwelling houses, and he also
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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 only. 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-
siona] 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
{Je valued as if they were houses intended to be
et out,

(16) Amortisation of certain preliminary ex-
penses

(Para. 5.30)

I do not agree with the recommendation
made in this 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 earning of income?

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

I entirely disagree with the recommendation
made in this paragraph. If costs of appeals, re-
ferences and revisions are 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. ‘The 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 FHigh
Court references are concerned, the courts al-
ready award costs to the successfu] assessee and
no problem arises. ‘

, (Para. 5.31) -

(18) Allowing deduction on account of premium
for securing life annuity for businessmen,
etc.

(Para. 5.40)

I am afraid I am unable to agree with this
recommendation. 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-
tible expenditure for business, 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-
couragement. ‘The provision enables companies
to subsidize agriculturists who produce certain
raw materials which, they require. T understand
that this provision is open to considerable abuse
and involves a subsidy out of income-fax 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 1.20
times the actual expenditure.

(20) Professional income from foreign sources
in certain cases—Section 80RR

(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 does not
deal with the issue involved herein in its pro-
per perspective. The first }ioint is to appreciate
the real grounds behind the apparently discri-
minatory exemption that has been given in res-
pect of house property. Originally, neither the
Wealth-tax Act nor the Estate l)ut{.l 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 10.000). The Finance Minister while refer-
ring to this concession in his Budget speech did
not explain why he was specially favouring ({oro-
perty owners and why the exemption should be



245

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 so, the con-
cession would have been confined to future con-
structions only and that too for a limited period
O"R" Secondly, the giving of the exemption
without limic of value in respect of dwelling
houses in rural localities made complete non-
scnse 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 dwelling houses were to be ex-
empt upto a limit of value of Rs. 1 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. 1 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. 1} lakhs
mentioned in sub-section (1A) of Section 5 of
the Wealth-tax Act by Rs. 1 lakh and to pro-
vide that the enhanced limit of Rs. 2} lakhs
would include also the exemption under sub-
clause (iv) of clause (1) of section 5 of the
Wealth-tax Act. My suggestion in effect means
that instead of giving an exemption ‘separately
for house property and separate[l)y 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-
cver that the exempt investment in house pro-
perty would not exceed Rs. 1 lakh,

The canon of equality in taxation should be
strictly observed as any flagrant departure from
it (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 js 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 does not
correct the inequality or anomaly. It mercly
cnlarges the kinds of investments that may be

- made within the present exemption limit of
' Rs. 1} lakhs, but it still enables the property
' Owner to get away with an additional exemp-
t tion in respect of house property.

(22) Initial issue of equity capital of certain
companies—Section 5(1’;(xx) of the Wealth-
Tax Act -

(Para. 5.55)

In this paragraph a recommendation has beent
made to restore an exemption from wealth-tax
which was enly very recently withdrawn by the
Finance (No. 2) Act, 1971. 1 am afraid, we have
no sufficient material on which a judgment can
be expressed as to the desirability or otherwise
of restoring the concession.

(23) National Development Fund
(Para. 5.64)

Although there is not the 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, 1 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
taxable income of Rs. 1 lakh making 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 iod he would
get repayment of the principal amount invest-
ed by him, together with a lumpsum bonus of
Rs. 3,750. The cffective net rate of interest
would bc 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 proFer way to encourage doc
tors to work in rural 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 arcas is that the rewards or incomes are
not high, then there is no meaning in propos
ing that there would be exemptions of income-
tax on non-cxistent or insignificant income,

(25) Incentives to companies for industrialisa-
tion of backward areas

(Para. 5.70)

I do not support this recommendation for
the reason that Ip do not see any financial, eco-
nomic or commercial nexus between a back-
ward rural area and the rate of depreciation
of wasting asscts. 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 towards capital-intensive industries.

(26) Investment reserve 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 assuming that in future the

income-tax rate on companies would be as low °

as 50 per cent only, a company with an income
of over Rs. 10 lakhs and investing Rs. 1 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! The effective 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 implementation 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) Sugges;ted delction 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 Income-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 a plies only to the larger companies
‘that make higher rates of profits. These high

rates of profit might be due not so much to
efficient use of caFital as to advantages conse-
quent on monopoly conditions, absence of com-
petition, conditions of the domestic 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 ratc 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 the 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 1 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 Assistant
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 Promotions
(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 alone
should be the criterion for appointment to



higlner posts. The truth of the matter is that
the assessment of merit is neither easy nor
definite nor predictable, It is a subjective pro-
cess and liable to fluctuate from person to
person, The abstract principle embodied in the
Committee’'s  recommendation is not easy of
practicul implementation. My own experience
1s that every promotion by the process of pure
sclection as it is called is generally looked upon
by the cadres with suspicion in actual practice
and even with the best of intentions such selcc-
tions have somectimes been found to be disas-
trously erroneous, As the Handbook of Civil
Service Laws and Practices of the U.N. points
out, it is also in the interest of the state that
it have a civil service which accepts the integ-
rity and accuracy of the selections and that in
general, the stafl are reassured when the pro-
motion by pure sclection of merit is minimised.
In the same publication it is stated that “any
promotion system or differential incremental
system requires as a Ere-condition of accepta-
bility an accurate staff assessment or notation
system . . . . . A state’s assessment of the ac-
curacy 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 provide, If it finds that
assessments are unreliable in fact or in general
repute, their use to deccide carcer incidents
should be minimized.”

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

(Para. 6.119)

The suggestion for confining the application
of section 212(3A) to companies only does not
scem to be justified. If a non-company assessce
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 ycar’s income
would result in the upward revision of the
amount of advance tax Ky more than 33-1/3
Fcr cent of what was demanded of him, he should
rimself pay the extra amount of advance tax.
The percentage is sufficiently high and I see no
reason why any class of assessces should be
exempted from its operation. The suggestion
for reducing the margin from 33-1/3 per cent
to 25 per cent is also needlessly harsh, 1 do not,
therefore, agree with the recommendation in
this paragraph.

(36) Interest on Declayed Refunds
(Para. 6.145)
There is general complaint that refund vou-
chers actually reach the refundees a considerable
time, sometimes as much as 3 or 4 months, after
the issue of the orders for refund in the Income-
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tax Office files. 1 am strongly of the opinioh
that with 2 view to enforcing the expeditious
despatch of refund vouchers the law should
provide for payment of interest at least upto
the end of the sccond month immediately pre-
ceding the date of delivery of the refund vou-
cher or cheque. This would give the Income-tax
Department ample time within which to en-
sure the despatch of the refund voucher or
cheque, It is only when the State suffers from
a fhnancial detriment as a result of the dilatory
tactics of its officers that the matter receives the
notice of administrative and disciplinary autho-
rities. 1 am, therefore, unable to agree that no
interest need be paid to refundee on account of
delays in the delivery of refund vouchers, I
have also heard it say that sometimes the dates
mentioned in the retund vouchers are not cor-
rect at all,

(37) Assessees’ Representatives
(Para. 6.160)

The suggestion that nobody other than char-
tered accountants and lawyers be permitted to
represent assessces before Income-tax authorities
is intended quite obviously to reserve a field
of employment exclusively for these two privi-
leged classes, I do not support the recommenda-
tion. At present, the law prescribes qualifications
for persons who are desirous of being enrolled
as Income-tax pra:titioners and these qualifica-
tions scem 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
practitioners other than lawyers and chartered
accountants, 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 as many qualified people as possible are
encouraged to take to income-tax practice, sub-
ject of course to their possessing the necessary
minimum qualifications, Making income-tax

ractice the narrow preserve of certain vested
interests will also have the cffect of making the
cost of representation in income-tax proceedings
needlessly high.

(38) Restriction on Ex-Empl(')yeea of the Income-
tax Department

(Para. 6.161)

1 consider that the existing restrictions on
ex-officers of the Income-tax Department from
practising as Income-tax consultants for two
years after they ceased to be officers of the
DcEartmcnt is just and proper and is in the
public interest. ‘The arguments in favour of the
present restrictions are wellknown and need
no recapitulation here.
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(39) Planning and Programming
(Para. 6.166)

The recommendation made in this paragraph
15 of a very general nature but contains a spe-
cific suggestion for the creation of a new cell, It
is impossible for me to be quite certain that
the existing staff is incapable of undertaking

NEw DELHI
24th December, 1971,

this work. I, therefore, dissociate myself from
this specific recommendation.

(40) Advance Rulings
(Paras. 6.179 and G.180)

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

P. C. PADHI



(1) Magnitude of Black Moncy

If the “parallel cconomy” poscs a serious
threat to the stability and growth of the offi-
cial economy, surcly it stems from the fact that
the magnitude of “black money” is large and
rigged deals are growing in volume and comple-
xity at an alarming rate. Apart from the wide
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
countrics, 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,

Such an exercise, apart from presenting the
Eroblcm in its correct perspective, could also
clp in the endcavour to scck solutions which
are 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 unspccified *‘parallel economy”, In a sense,
the tax-paying public is really paying higher
and higher taxes because a section of the public
Is 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-paving 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 clse but
stock in cxistence 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-
ing of unrecorded income gains of gencrating
secret incomes through concealed operations or
through half-concealed operations, and of mani-
pulauo_ns and deals involving or generating
sccret incomes. The complexity has certainly 1
grown over the years to an extent where the(!
parallel economy” has, in certain areas, par-/

tally swamped the official economy.
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By the very dcfinition of “black income”, there
are no reliable or verifiable data on this subject.
Any exercise in this ficld 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.
This is so mainly because of the arbitrary as-
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
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-\!
tioned in the report. It is not my claim that my (i
estimates are absolutely 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. Rs. 975 crores
Construction Rs. 262 crores
Films, professions and

other services 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
cach sector of the economy. Incomes generated
by way of salaries have been sifted and so also
other unconnccted data. The statistical data for
this purpose have been obtained from various
sources, including the Reserve Bank, the Na.
tional Building Organisation, State Transport
undertakings, the public sector bodies and The
Economic 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
available only in respect of incomes originating
in 1961-62, assessments of non-salary income for
subsequent years were cstimated on the basis of
data for the carlier years by applying the aver-
age compound growth rate recorded in the in-
come generation for the relevant year.

|

sectors of the economy would seem to \

.
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To this set of data one eould 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:
(ncome evaded) = —12+40.09833y, 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.

It would seem that the compound rate of
growth of “black income” was of the order of
13 per cent. per annum at current prices where-
as the compound rate of growth of national
inceme for the same period was 11 per cent. per
annuwm. These figures conform broadly to the
estimates which I have arrived at by another
method. But I should like to emphasise once
again that these are very rough estimates and
arc perhaps in the nature of an intelligent guess
made on the basis of inadequate direct statis-
tical material. It may be impossible to substan-
tiate all the calculations. Also I have assumea
that the entire non-salary non-assessed incomes
generated in a whole field covering mining,
quarrying, industry, trade, transport, hotel,
electricity, construction, communications. etc.,
to be equal to the evaded income. This assump-
tion may be questionable, but I preferred to
work on this basis because incomes which may
fall below the exemption limits (in the stricter
sense of the term) may, in the context of the
growth of the economy, not be large enough.
Besides, incomes below the limits would in any
case be smaller than the incomes above the
exemption limits. Actually the estimates of
.black income may have to be marked up by

bout Rs, 200 crores if one_ took into account
he leakage of foreign currency incomes and
urreptitious foreign income transfers.

(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 assumption 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
of audit are also changed, Over the years audi-
«ors have tended to certify financial statements
without 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
tended 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.

In the mdnner in which the profession 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 mnanagement
and “other” advice and offers various unspecified
services, he immediately compromises his ob-
jectivity. Virtually one ends up with a situation
where the company that has purchased the
“services” of the auditors i@ various forms
follows the recommendations of its own auditor
consultant leaving little else for “audit”. In
some cases at least it would mean that the au-
ditors concerned are being asked to pass on their
own firm's “other work”. And these instances
are by no means small. A study of 501 com-
panies showed that payments to auditors for
services other than auditing were as high as 60
to 65 per cent of the total payment made to
the auditors by these companies. There are also
cases where travelling and other allpwances
which are usually reserved for salaried em-
ployees) are paid to auditors.

Difficulties arise because the precise role of
the auditor has not been defined. The Company
law is vague on this subject, and there is very
little in the existing legal framework to safe-
guard either the independence of the auditor
or the interest of the shareholders, the public
and the exchequer. The-independence of the
auditor is essential also for the orderly develop-
ment of trade and industry. It is not enough
for the auditor or his institute or council to
claim independence on behalf of the profession.
Independence of the auditors must be seen to
exist, and must be seen in practice, It is, there-
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
independence, 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 conceal things irvhis own inte-
rest.

Even for purposes of income tax assessment
or rectitude of business and high standards of
management, it is important 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
evolution of an independent audit 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.

(iti) Any complaint on the accuracy of audit
made by 10 per cent of the shareholders (present
and voting) at a general body meeting should
be compulsorily followed up by an independent
investigation,

New DeLmt
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 pgeneral rule a supervisory audit
should be undertaken every three years by an
audit firm other than the one contractually em-
ployed as auditor of a particular company. The
supervisory 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 allowing donations to political parties

as a deduction for purposes of income tax (para
2,59—2.61). pos e (P

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
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APPENDIX 1
QUESTIONNAIRE

1.—Black Money amd Tax Evasion

1. What is your estimate of the amount of
black money or unaccounted monecy which is
currently in circulation in the country? Please
give basis for your estimate.

2. (a) What, according 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 measures would you sug-
gest for unearthing such black or unaccounted
money and for preventing its further prolifera-
tion?

4. What is your estimate of the extent of
evasion in the sphere of direct taxesvery year
in our country? Please give briefly the 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 tackling the problem 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 are your suggestions 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 evasion is not dependent on
the rates of taxation; and (ii) that tax evasion
increases with the increase in the rates of taxa-
tion, What is your reading of the situation? If
you think that high tax rates lead to evasion,
what is the maximum 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 led to tax evasien. De you agree with
this view and if so, what are your suggestions
in this behalf?

(b) It is said that it is primarily with a view
to evade other Central and State Ievies 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 suggestions 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 i3 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. Tt has been stated that doctors, lawyers,
architects and other professional men do not
disclose their incomes in 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, Morecover, 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 bogus payments to
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some other parties. It has been suggested that
a statutory obligation to maintain payments
register open to inspection or examination ai
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 expenses
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 suggestion
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 wunder 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 consider that reasonable ceil-
ings on cash holdings (cash in hand as dis-
tinct from cash in bank) would be feasible in
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 specified limits, on
specified dates, say 30th June and 31st Decem-
ber? .

90, Under the Indian Stamp Act, 1899, the
maximum penalty imposable for under-valu-
ation_of properties for purposes of registration
is a fine not exceeding Rs, 5,000. It has been
suggested that this fine is inadequate in the
present-day circumstances and the provisions in
this behalf need to be made more stringent by
-making such under-valuationi punishable with
a fine of a higher amount commensurate with
the extent of under-valuation and rigorous 1m-
prisonment not exceeding fwo years, What are
your views in this behalf?

21. '(a) A suggestion has been made that to
curb the practice of understatement of the
. consideration for transfer of properties and part
“of the real consideration passing in unaccount-
ed moncy, the law should provide an option to
the Government to acquire, within a reason-
able period, such properties, from the trans-
feree at a price which may be somewhat higher
than the disclosed consideration, What are your
views and suggestions in this regard?

(b) Should some similar provision 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 under the various direct tax
laws? What are your suggestions regarding the
composition of such a Department and whether
it shoulg also include an independent appellate
authority?

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

23. Do you think that a more vigorc;us licy
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-
ments of the .carlier years, and be liable to ap-
propriate penalties if he does so?

26. It has been suggested that persons who
evade tax systematically introduce the black

.money in the account books after the expiry of

the period of limitation. Do you think this evil
can be checked if ‘the bar of Imitation is lifted
in respect of fraud cases?

27, There is a provision under the Income-
tax Act that unexplained investment and un-
explained money, bullion, jewellery or other
valuable articles may be deemed to be the in-
come of the assessee. It has been suggested that

. when the source of expenditure incurred, but
not recorded in the books of account, remains

unexplained, such expenditure may likewise
be deemed to be the income of the assessee.
What are your views in this regard?

~ 98, (a) Do you consider that the disclosure
schemes announced by the Government from
time to time have given rise to the belief that
cvasion may be condoned in future also? Or



would you favour another scheme of general
amnesty for declaration of black money being
announced by the Government? If you are of
the latter view, please indicate the lines on
which you would like 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 be
provided for settlement of cases of tax evasion?
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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 investment therein, Such desirable
fields of activity could be the building of water
works, roads, bridges in rural areas, which may
be throwm open to private 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 monky
in this manner in fields in which investment
would otherwise not be readily forthcoming?
Do you think such schemes woulg attract in-
vestment of black money, even though there
may not be any return on such 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 would 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 the provisions in law. If
you agree with this view, what, according to
you, are the various legal devices, which are
being adopted for substantial avoidance 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 leads to attempts at

_ partners and minor children of -persons

tax avoidance, Would you favour the sugges-

tiom 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 should 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 in 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 being 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 be_naxl;xi
who
are not themselves partners in those firms? If

so, what changes in law would you suggest?

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 Fmpcr tax
liability? If so, what suggestions would you like
to make in this behalf? ' a

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

40. Do you agree with the suggestion that in-
stead of the individual, the family consisting of
husband, wife and minor children should be
treated as the unit of assessment? If you agree—

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

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

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

41. Would you favour the suggestion that:

(2) the concept of Hindu undivided family
as a unit of assessment be given up
and instead each coparcen_er/membex
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be assessed separately along with his of these increasing arrears of taxes? What fur-
wife and minor children; - ther legal and administrative measures would
Or ' you suggest to reduce the tax arrears?
(b) the Hindu undivided family may conti- (b) Would you agree with the view that only
" " nue as a unit of assessment but after the undisputed taxes which have not been
its income has been computed, the paid should be treated as arrears and that the
- same may be apportioned for assess- rest should be treated as arrears only after the
ment among the coparceners/mem- disputes have been secttled through the normal
bers and where a share is given to the process of law by way of appeals, etc.?
spouse and the minor children of a co- L. .
arcener /member, the same may be 47. It is said that the main  causes of tax
clubbed with his/her income. arrears are: .
Which of the above two alternatives would () late as.ses_sments,
you prefer? Please give reasons for . (b) unrealistic or over-assessments;
your choice, ] (c) inadequate collection machinery; and
Or : (d) delays in disposal of appeals.

Have you any other alternative to suggest? What are your comments on the above? What

specific measures would you suggest to remedy

42. (a) What has been your experience lately the above defects?

about the extent of tax avoidance by closely-

held companies through the device of non-decla- 48, As stated above, one of the causes of tax-
ration of dividends falling within the purview arrears is overpitched assessments made by in-
of Section 104 of the Income-tax Act? Have the experienced officers. Do you think it would help
orders applying the provisions of Section 104 in if senior officers, say Assistant Commissioners,
appropriate cases generally been upheld by the , Were to be assigned the work of assessment in
higher courts? What changes would you sug- cases where income/loss exceeds specified limits,
gest to make this provision work more effective- say Rs. 1 lakh, ang appeals from their orders
ly? ‘ - : lie to the Tribunal direct?
. (b) It is said that in view of the exemption 49. A suggestion has been made that the sys-
in favour of industrial companies, Section 104 tem of production of income-tax verification
has now very limited application and this pro- certificates before the grant of Government
vision should be deleted from the Income-tax patronage should be extended statutorily
Act. Do you agree? If not, please give reasons. to all cases where contracts, licences, permits,
quotas, etc, are granted. What are your com-
43. It is said that business houseés controlling ments in-this regard?

a group of companies are often able to reduce
their tax liability by manipulating results from
dealings in shares of the companies controlled
by them, What are your views in this regard?
To prevent avoidance of tax by this method,
would you suggest that the result of dealings in
shares should be treated in a manner analogous
to speculation? Co

50. It has 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 fina] 59, 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?

44. How do you react to the suggesion that 51. Would you recommend that the scope of
statutory deduction on. account of repairs in the  deduction of tax at source should be enlarged
computation of income from house property so as to cover. some more classes of income? If
be allowed on dctual basis? ' so, please state which classes of income should

45, It is said that a device which is being be included.

adopted to avoid payment of additional wealth- 52. Do you consider the existing provisions in
tax on urban properties is to transfer them to the case of companies going into liquidation as
closely-held. companies and firms. Do the pro- adequate safeguards against the loss of tax
visions of the Finance Act, 1970 adequately  revenues? If not, what further measures would
meet this contingency? If not, what other sug- you suggest in this behalf? Should the perso-
gestions would yon like to make? nal liability for outstanding taxes be extended

. to the share-holders in the case of private com-

III—Tax Arrears panies?

46. (a) The arrcars of direct taxes have been
a matter of constant criticism, Statistics show of outstanding taxes if the Department were
that such arrears .have been increasing year also to participate in the auction bidding of
after year, What is your analysis of the causes the properties belonging to tax defaulters?

k3. Do you think it would improve recovery
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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 Deductions

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 others
-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 and
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 and/or deductions in the
direct taxes enactments and, if so, which ones
and for what reasons?

56. A suggestion has been made that, instead
of exempting income from _investments 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? .

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, certaim 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 been 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 houses andi
company shares, should not be at a disadvant-
age with regard to wealth-tax exemptions, What
are your views with regard to this suggestion?
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60. Section H(xx) of the Wealth-tax Act lays
down that investment in the initial issue of
equity shares, made after 31st March, 1964, of
a company newly established for carrying 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
available 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 expressed 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 be more appropriate to levy
wealth-tax on companies. Do you agree with
this view? If so, what rates of wealth-tax and
incometax would you suggest for companies so
that the overall incidence of tax on the cor-
porate sector remains at the 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-
able 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 been 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 strengthening the
financial position of the companies and/or to
discourage excessive rteliance 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 allowed as in-
centives under the tax laws are corelated to
the efficient performance of the industries. 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
nonrecurring income unrelated ‘to husiness 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
Auctuate from year to year and under a scheme
of progressive rates of tax, business income
bears an unduly heavy burden of tax. Artists
and authors also become liable to pay heavy
tax owing to progressive rates of tax on the
sizeable income they earn during a short period
of their ca~cer. It is also noticed that considey-
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able ingenuity is devoted to and litigation
takes place in shifting assessability of income
from one year to another. v
equity inherent in the scheme of progressive
taxation, it has been suggested that facility
should be given to the assessees to purchase 5
Years or 10 Years Annuity Certificates from the
Life Insurance Corporation or through na-
tionalised Banks, In computing taxable income,
weighted deduction 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 any special provisions 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
indlilvic}lluals, on account of a portion of the
hi ouse rents paid in specially expensive
logalities, on the Pz:.nalogy gf exgm tﬁle; the
house rent allowances of employees? If so, what
are your suggestions?

 67. The value of a ~dwelling house up to
Rs. 1 lakh is excluded for purposes of wealth-
tax and estate duty. Is there a case, in equity,
for allowing an equivalent exemption up to
Rs, 1 lakh to individuals and estates of deceased
.individuals who have no dwelling house or any
other house property whatscever?

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 D -
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 numbers or that both of
them or either of them are not income-tax
payers?

(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) Would you favour the suggestion that
even agreements to sell immovable properties be
required to be registered and/or intimated to
the Incometax Officer concerned? ~What are
your comments in this regard?

To avoid such in-

69. Would you suggest that all persons carry-
ing on business should be required by law to
maintain such accounts as are sufficient to estab-
lish the amount of 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 Fresentation 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 par-
ties entering into transactions above a certain
amount, even though they may 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 returns
should be so amended as to require an
assessee to state explicitly .not onl
the sources of income and assets hel
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-tax /wealth-tax return includes
statemént of income/assets beneficially
held for him by others, no claim to such
assets' will be enforceable under the

- general law.

(c) When statements of accounts are sub-
mitted in support of the return or In
the course of assessment, those state-
ments should be deemed as a part of
the return for the Furposes of the
penalty provisions of the Income-tax
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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.

(¢) In the returns of income and net
wealth, the tax-payers should be requir-
ed to make a full reporting thereof.
Thus, the return of income should in-
clude income from all sources, whether
taxable or otherwise. Likewise, return
of net wealth should disclose assets of
all kinds, assessable or otherwise.

() In all cases, the tax-payers should ‘be
1equired 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 are received early in each financial year?

75. A suggestion has been made that in cases
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 Ceitral
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?

. assessments on the basis of returns,

79. What should be the place of ‘informers’
in tax administration in its fight against: tax
evasion? Would you favouy 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 cven 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
misinformed 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 extent? 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
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 assessment made
on a new assessec), 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? '

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 income can be further simplified for non-
business incomes? If so, what suggestions would
you like to offer? What changes, if any, would
you like 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 Gifttax 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 difterent
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 returnp

89. Self-assessment at present covers cases
where the tax due is more than Rs. 500. The
Taxation Laws (Amendment) Bill, 1969 pro-

oses to reduce the limit to Rs. 100. Should a
imit 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 tax-
payers and for their counsel do not care to pro-
duce all the evidence at the assessment stage
and do so at the appeal stage, with the rcsult
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 his judgment in individual
cases 1s 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 asked
to signify his acceptance or exercise the option
of being heard by the next senior 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?

93. It' is often said that insistence on pay-
ment of tax demands raised on the basis of dis-
puted assessments causes considerable hardship
to the assessees, What are your suggestions in
this regard to ensure that while hardship is
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'not enabled to

avoided in genuine cases of dispute, others are
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 would 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
and/or 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 granteg 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-
tration 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 Beard 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?

103. 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 an improvement on the
carlier system? If not, what are the shortcom-
ings which have been noticed and what mea-
surcs would 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 sugges-
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
forms 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

Jlike to suggest in this behalf?

VI—General

. 106. Have you any suggestions to make in re-
gard to matters not enumerated above, but
which, according to you, are covered by the
terms of reference of the Committee and could
usefully be considered by it?

» * . #

Note:

(i) Unless specifically stated otherwise, the
questions should be treated as relating
to all the direct taxes,

(if) The Questionnaire should not be taken
to reflect in any manner the opinion
of the Committee in respect of the
matters contained therein.

* * L 4



APPENDIX II
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 oni 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’ ;ang the system of rewards to
them? What suggestions do you have to make
in this sphere?

. 6. What is your experience about:

(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. What 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 (2) 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 ig 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 assessees where the income/loss exceeds a
specified limit, say Rs. 1 lakh, and scrutinised
by senior officers in a Central Cell. The ?d-
vantages claimed for this type of centralisation
are early detection of mistakes, availability c_>f
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 course of discussions
with the taxpayers. It is said that this makes it
difficult for the Group Inspecting Assistant
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, (¢) handling in-
vestigation cases in other circles, (d) handling
company cases, (¢} handling Category I cases,
() handling Category II and other cases with
income exceeding Rs. 10,000 and (g) handling
the remaining lower income cases?

18. Tt 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
penaity 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 reported 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 passed by the
Tax Recovery Officers, who are from the In-
come-tax Department?

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

266

“to facilitating

mands has been slow because of the involved
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? : s

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 a:ldqit
should be placed directly under the control of
a Director of Internal Audit, who should have
Deputy Directors 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, steps should be taken to strengthen the
staff (qualitatively and quantitatively) in the
Income-tax Offices so that mistakes are avoid-
ed aqd that, in addition, selective checking at
the time of inspection be done by the Inspect-
ing Assistant Commissioners who should be pro-
vided adequate staff for the purpose, What are
your comments in 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 th
working of the functional syslzem? Have yo
come across any difficulties or bottlenecks

noticed any shortcomings? If so, what remed
measures would

half?

e
u
or
r ial
you like to suggest in this be-

. 28. It is often said that frequent changes in
Jurisdiction over cases, with consequent changes
In General Index Register numbers, lead to
many problems—the least of which is non-link.
ing of payment challans, letters and requests
from assessees: w1tl’1 the concerned files, What
has been your experience in this regard? What
are your sugges;llons, with particular reference
the prompt linking of
letters, etc., with thlt)a ﬁlels): ’  of challans
(3) When there has been a change in juri
diction; and FAnEE In Jurls.
(b) When General Index Register numbers
have not been given on the papers?

29. What should be the rol
the Tax Administra '
office inspection be
Office or should it b
authority? What

] e of inspections in
tion Organisation? Should
left to the Head of the
e done by the next higher
changes would you suggest
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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 authorities.
In addition, there has been an increase in the
ad hoc reports which are called from tirie to
time for various purposes—for answering ques-
tions in Parliament, for the Public Accounts
Committee, for Revenue Audit, etc, and that
these reports have been taking a lot of time off
the main functions of the oflicers and the staff
in an Income-tax Office. What has been your
experience in the matter, and if you agree with
the above, what suggestions would you make
to improve the situation?

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 inefficiency and public complaints,

It has also been said that since the leave 1e-
serve officers are being utilised for regular work,
the leave reserve staff, in turn, 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 depend, salaries at meagre scales and to
keep them in situations where they havé 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 scales of pay, promotion prospects, status
-and other facilities such as housing, education
of children, 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 existing span of
contro] at various levels of tax admitnistration
is adequate? If not, what are your suggestions
in this behalf?

36. What measures would you like to suggest
for maintaining and improving the morale of
the officers of the Income-tax Department so
that they may discharge their onerous duties of
-levying proper taxes without fear or favour?

36. Do you think that the present percent-
ages of promotions in the various cadres are
suited to the harmonious blending of fresh

blood ang departmental experience? What are
your comments and suggestions in this regard?

37. It has been suggested that the supervisors
should be replaced by gazetted 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 training impart-
cd 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, they 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 (xed 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 training 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 experience 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 of 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;
(¢). bousing; and

(d) the need to avoid undesirable personal
contacts,
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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?
L

Do you think it would result i 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
contributory factor to the unsatisfactory work-
ing of the 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 mea-
sures would you suggest to ensure that such
- shortages are avoided in future? Would you

suggest any organisational change in this re-
gard? .

46. Do you think the existing arrangements
for the supply of necessary and up-to-date
manuals, reference books and guidance 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 stateq that records are in a bad
shape in the Income-tax Department and that
there is considerable scope for improvement in
the filing system, quality of file covers, indexing
and movement. Do you agree with this view?

that an important -

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 senior-most Commissioner is in over-all
charge of administration. What are your com-
ments on the suggestion that. each Commis-
sioner should have his indecpendent sct-up?

49. Have you any suggestions to make in re-
gard to the following: —

(2) functioning of the three Directorates
of Inspection so as to enable them to
play a more vital, usefu] and effective
role;

(b) ensuring advance planning with re-
gard to the future requirements of
the Department, both in men and
materials;

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

(d) diversification of the revenue statistics
* with a view to make them more pur-
poseful, and for ensuring their prompt
compilation, so as to enhance 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 IiI
SPECIAL QUESTIONNAIRE FOR THE CENTRAL BOARD OF DIRECT TAXES

1. What have been the methods of working
of the Intelligence Wing and what types of
intelligence it has been gathering? What' have

_been 1ts achievements in terms of contribution .

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

2. Is there any scheme 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 scheme
of rewards to informers? A copy of the present
reward rules may also please be rfurnished.

4. What is the tota} demand (tax and penal-
ties 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 the year,

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

@
(b)
()

convictions,
acquittals,
withdrawals,
(d) compositions.

{Please furnish the above particulars
separately for each type of offence).

6. What are ¢he 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 prosecution potential of a case?

7. Please furnish a detailed note about the
Board’s experience in regard to the provisions
relating to searches and seizures, The following
year-wise statistical information for the past
five years may also be furnished: —

(a) the number of searches and seizures

conducted;

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

©
(d)
(¢)

the number of cases in which prose-
cutions were launched;

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

8. Please furnish the salient 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 (Investigation)? What
is its role in the sphere of investigation
of cases of suspected tax evasion? How is the
co-ordination maintained wijth the Commis-
sioners in this regard? How does the Directo-
rate exercise control over the working of the
Intelligence Wing? ’ .

10. Please furnish the following information:
about the working of the Special Investigation
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-
cia] Investigation Branches): —

(i) number of intimation slips issued

during the year;

(iiy number of slips utilised by the offi-
cers;

(iii) number of cases in which extra de-
mand was raised on the basis of the
information contained in the slips;

]

(iv) amount of extra demand so raised.

11. What are the present procedures and
instructions relating to external and internal
survey? Please furnish year-wise the following

articulars about external survey during the
ast five years: —

(1) No. of shops/houses surveyed during
: the year.

1

(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 cut of (3).
(6) Assessments completed out of (4).
(7) Demand raised, ’

(8) Collections,

If possible, category-wise break-up of the
cases in (4) above may also be given.

12. Please furnish the following information
in respect of the valuation of properties by the
Valuation Cell of the Department, since its in-
ception: —

(1) Year,

(2) No. of taxpayers whose properties
were valued. :

(8) No. of properties valued.

(4) 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 system 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 informatiomn
regarding the arrears of tax as on 1-4-1970: —

(1) Amount of arrears as on 14-1970.

(2) Classification of (1) as under:
Arrears of demands raised during:
' 1969-70 4
1968-69
1967-68
1966-67
1965-66 % earlier years,

(3) Classification of (1) as under:

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

(b) amount due from persons who

have left India and who have no
assets in India;

" () amount due from companies un-
der liquidation;

(d) amount covered by certificates
issued to Tax Recovery Officers
excluding certificates relating to
items (a), (b) and (c)];

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

(f) amount considered irrecoverable for
other reasons; (.

(g) balance recoverable as on 31-3-
970;

(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;

() balance amount [(g), (k) 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 write 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. 1 lakh:—

7

85-66 66-67 67-68 68-69 69-70

(1) Applicatiox;s pending
on lst April :

No. ..

Amount

(2) Applications received
during the year :
No. ..
Amount

(3) Applications disposed -
of during the year:
No. ..
Amcunt;

(4) Applications pending
at the end of the year :
No. o

_ Amount

(5) Amount of tax arrears
scaled down ‘e

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. (@) 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: — :

(1) 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 amourit 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: —

1) How many companies follow ‘previous
Y panies P
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’ end?

22. If possible, please furnish information in
regard to the cases in which it was found that
Trusts were not devoted to genuine charitable

purposes.

23. What is the organisationa] 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-
tistics?

25. 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 deduc-
tion of taxes are complied with?

. 27. Please furnish the following information
::Iil respect of work-load in Central/Special Cir-
es:—

65-66 66-67 67.68 63°69 6070

(1) No. of Central/ Special
Ciroles.

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

(3) No. of assessments for
disposal during the gear.

(4) No. of assessmentsdis-
posed of during the
year. .

(6) No. of LT.Os. in
Circles at {1) above.

(6) Average disposal per °
LT.0. - >

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

Cat Cat Cat Cat

Cat Total
1 o In v v

(1} No. of assessces
on G.LR. on 1st
April.

(2) No. of assess-
menis pending on
1st April.

(8) No. of assess-
ments added,
e.g., ufs 147 or
139(1) or for any
other reason du- ;
ring the ycar. :

(4) Total No. of
" cases for disposal
during the year :
(a) brought for-
ward cases.

{b) current cases

(6) No. of assess-
ments completed
during the year
out of :

(@) brought fors
ward cases,

(b) current cases. -

(6) No. of assess-
ments pending as
on 3lst March
out of:

{a) brought fer-
ward cases.

{b) current cases.

————
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29. Please give the following information in
respect of the disposal per Income-tax Officer: —

Year " No.of ITOs No. of assess- Averago
on asscss- ments disposal
ment work  completed  per ITO

1 2 3 4
1965-66 . ‘
1966-67 .
1967-68 .
1968-69 .
1969-70 e

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 years: —

(1) Year-
(2) No. of penalty proceedings u/s 28(1)
(©)/271(1)(c) pending on st April,

(3) No. of penalty proceedings instituted
under section 271(1)(c) during the year.

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

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

(c) number out of (by 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 follomﬁ'ng information in
. respect of Internal Audit Parties: —

1
65-66 66-67 67-68.68-69 69-70]

(@) No. of Internal Audit :
Parties,

(b) No. of aassessments
coapleted during the
years

(£) Company & Cat. I
cases.

(#7) Other casca N e

65-866 66.G7 §7-68 68-89 69-70

(c) No. of asscssments
checked:

(¢) Company & Cat. I
cages. )

(éf) Other cases ..

{d) No. of mistakes detee-
ted :

(f) Company & Cat. I
cases.

(i1) Other cascs .

(e} Amount of rovenue
involved in (d) above :

(¢} Company & Cat. T - -
cases.
(#9) Other cases .

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 on the subjects covered and also
furnish the following information in respect of
these refresher courses held during the last three
years, separately for gazetted and non-gazetted
officers: — . "

67-68 68-89 69-70

(1) Year .

' (2) No. of refresher courses helﬂ e

(3) Grade of officers for whom the
course was held.

(4) TotalNo.ofofficersinthatgrade ..

(6) No. of officers who attended the

couree. ,

35. Please give the sanctioned and working
strength of officers and staff in the various
grades as on 1-4-1970 and their scales of pay.

36. Please furnish the following ~informa- -
tion: —

(a) number of officers on deputation as on
1-4-1970 (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: —

No. of officers promoted from

hl

— ~
Year I.T.0. LT.0. A.C. CIT. Mem-

CLII Cl. 1 to to ber to
to to  CILT. Mem- Chair-
ClL I A.C. ber man
1 2 3 4 b 6
1965.66 . '
1966-67 .
1967-68 .
1968-69
1969-70

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: —

(1) number of cases pending on Ist 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 paid in 1969-70? If the
accommodation is short, hv, much is the short-
age and what are its causesr

(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 officers 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?



APPENDIX IV

List of persons who sent replies to the Question naires

I—State Governments/Union Territory Admi-
nistrations

S. No.

1. Chandigarh Administration.
2. Delhi Administration,

IT—Public

(A) CHAMBERS AND OTHER ORGANISA-
TIONS

Serial
No.

Name

Address

10

11

12

13

14

Andhra Pradesh

The Indian Chamber of
Commerce,

"Assam
India Carbon Litd., e

Delhs

The Central Secretariat
Stenographers’ Service
Association,

Dolhi Medical Associa-
tion,

Federation of Associa-
tions of Small Indust-
ries of India,

Federation of Indian
Chambers of Commerce
& Industry,

The Institute of Charter-
red Accountants of In-
dia,

Northern India Share
Holders Association,

Punjab, Haryans &
Delhi Chamber of Com-
merce & Industry,

Gujarat

The Ahmedabad  Mill-
owners’ Assoviation,

Chartered Aocountants’
Association,

‘Gujarat Chambor of Com-

merce & Industry,

Post Box 67, Gmtﬁ.

Noonmati, Gauhati-20.

Sector 3, Qr. No. 323,
R.K. Puram, New Delhi-
22.

Moedical Association Road,
Daryaganj, Dethi-6.

“Laghoodycg Kutes” 23-
B/2, Rohtak Road, New
Delhi-5. .

Federation House, New

Delhi-1,

Post Box No. 268, Indra-
prastha . Marg, New-
Delhi-1.

2E(6, New Link Road,
New Delhi-&6.

Phelps Building, 9-A, Con-
naught Place, New Delhi-
1.

Ranchhodlal Marg, Nav.
rangpura, Ahmedabad-9

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

8hri Ambica Mills —Guja-
rat Chamber Building,

P. B. No. 162, Ranchho.

dlal Road, Abmedabad.

Serial Name Address
No.

15 Gujarat University, .. Ahmedabad-9.

16 Income-tax Bar Asso- Cfo Aayakar Bhavan,
cistion, Near Tolnaka—Vadaj,

Ahmedabad.9,
17 The Nawanager Cham- Chamber Hali, Jamnagar.
ber of Commerce,

18 Saurashtra University," Xavishri Nanalal Marg,

Dharampur House, Raj-
. kot-1.
18 The Southern Gujarav “Samruddhi”, Nanpura,
" Chamber of Commerce Surat-1.
& Industry, : !
" Rerala

20 The Chamber of Commer- Trichur-1,
erce, )

21 The Chamber of Comm. Mayyanna Building, Cha-
erce, lai, Trivandram-],

Maharashira .

22 The All-India Manufac- Jeewan Sahakar, Sir Phi-

turers’ Organisation, rozshah Mehta Road,
Bombay-1.

23 Bombay Chamber of Ballard Estate, Bombay-
Commerce & Industry, 1-BR. y Combay

24 Bombay Chartered Ac- 60, Forbes Street, Fort
countants’ Society, Bombay-1.

26 The DBombay Shroffs 233.A, Shroffs Bazar,
Associstion, Bombhay-20.

26 The Clothing Manufac- India House, No, 2, Mez-
turers ~ Assooiation of zanine  Floor, Kemp's
of India. Corner, Bombay-26.

27 The Income-tax & Sa- Poona.
les-tax  Practitioners’

Assooiation,
28 The Indian Merchants’ Lalji - Naranji Memorial
Chamber, Indian Merohlants‘ Eﬁm
ber Building, 76,
Veer Nariman Road, Ch.
g‘;?gate, Bombay-20

29 Indisn Motion Pioture Sandhurst Buildi .
Producers’ Association, abhbhai P&tgfn 8’RY>:,I(;

Bombay-4, . !

30 KIi‘rIosknr Oil Engines Elphinstone Road, Poopa-

“ 3.

81 Lifo Insurance Corpora- ‘Yogakshema'
tion of India, Bima Marg, Bombgergay

32 Nag-Vidarbha Chamber

of Commerce,

Templo Road, Nagpur-1,

278

- ——
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Serial

Name

No.

Address

33 The Paper Traders’ Asso-
oiation,

34 The Stock Exchange, ..

35 The Tax Payers Associa-

tion of India Ltd.,

36 Tax Practitioners’ Asso-
ciation,

87 The Wholesale Grain &
Seeds Merchants® Asso-
cistion, Nagpur,

Mysore

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

39 Mysore Chamber of Com-
merce & Industry,

40 -Mysore State Chartered
: Accountants’  Associ-
ation,

Rajasthan

41 The Rajasthan Industri-
’ al & Mining Association,

Tamil Neadu

42 Andhra Chamber of Com-
merce, :

43 The Indian Chamber of
Commercs & Industry,

44 The Madras Chamber of
Commerce & Industry,

45 The Madras Provineial
Foodgrains Merchants’
Association,

46 _ Madurai University, ..

47 Reovenue Bar - Associa-

tion,
48 The Tamil Chamber of
Commerce,

49 Tamilnad
Group,

Gandhian

Uttar Pradesh

60 National Chamber of
Industries & Commerce,

U.P., o

51 TUttar Pradesh Tonage
Club, )

54, Sutar Chawl, Bombay-
3 BR.

Bombay.

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

203, M. Gandhi Road,
Nasik, ,

Itwari, Nagpur-2.

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

Kempegowda Road, Ban-
galore-9.

Ramakrishna  Buildings,
15-16, 8ri Narasimharaja
Road, Bangalore-2.

Pusa Niwas, Bhilwara.

“Andbra Chamber Buil-
ding”, 272/73, Angappa
Naick Street, P. B. No.
1511, Madras-1.

23, First Line Beaoch,
P. B. No. 41, Nagapatti-
nam,

Dare House Annexe, 3/4,
. Moore Street, Madras-1.

No. 40, Anderson Street,
Madras-1.

University Building, Ma-
durai-2.

42, Pelathope, Mylapore,
Madras-4.

“*Caithness Hall", 310/311
Linghi Chetty Street,
Madras-1.

“Sevashram’, Madras-5.

Q. G. Industries, Post Offi-
oce, Agra-4.

352, Tulsidas
Lucknow-5.

Marg,

Serial Name Address
No.
West Bengal
52 The Bengal Chamber of Post Box No. 280, Royal

Commerce & Industry,

53 Bengal National Cham-
ber of Commerce & In-

dustry,

Bharat Chamber of Com-
merce,

556 Gunny; Trades Asgocia-

tion,

66 Income Tax Bar Asso-

ciation,

Indian Chamber of Ca-
mmerce, Calcutta,

57

58 The Institute of Cost
o el & Works Accountants of
India,

69 Merchants’
Commerce,

Chamber of

Exchange, 6, Netaji Su-
bhas Road, Caleutta-1.

P-11, Mission Row Ex-
tension, Calcufta-1.

195, Mahatma Gandhi
Road, State Bank Buil-
ding, Caloutta-7.

5, Clive Row, Post Box
No. 573, Calcutta-1.

Ayakar Bhavan, P-7 Cho-
wringhee Square, Calcut-
ta-1.

India Exchange, Calcutta-

Cost, Accountants’ Hall,
12, Sudder  Street,
Caleutta-16.

3/1/2, Armenian Street,
Calcutta-1,

(B) INDIVIDUALS

Andhra Pradesh
Shri Kapurchand Shri-

mal,

60

61 Shri M. Gopala Rao,

62 Shri P. Gopal,

63 Shri R. Kothandaraman,
Assam
64 Shri Amarendra Das
Gupta,
66 Shri Shankarlal Sharma,
Bihar

66 Shri B, Kumar,

Shri K. M. L. Bakshi,

Sultan Bazar, Hyderabad.

Regd. Medical Practition-
er, P, O. Pamidi, Distri-
ct Anantapur.

Chartered Accountant, G.
M. Streef, Tirupati, Chit-
toor District.

*Lakshmi Nilayam® 8, Dw-
arakapuri Colony, Hy-
derabad-4.

Assistant Registrar, Co-
opeative Societies, Shi-
llong.

Advocate, Supreme Court,
Editor, Aayakar Nir-
naya, Aditya Press Buil-
ding, Fancybazar, Gau-
hati.

Lecturer, R. 8. P. College,
Jharia, Dhanbad.

87 . Editor Ayakar Times, 7,
Club Road, Ranchi-1.

68 Shri R. N. Banerjes, Advocate, Muzaffarpur.

69 SHri S. Sinha, Bungalow No. F-115,

P. 0. Sindri.




Serial Namse Address Serial Name Address
No. No.
Delhi 91 Shri N. R. Sreenivasa ‘““Krishna Leela”,
Iyer, Thiruvambady, Trichur-
70 Shri B. 8. D. Baliga, Member, Railway Board, 1. .
‘ i s Delhi.
Rail Bhavan, New De f92 Shri P. Thomas, V/202, East Fort, Trichur-
71 Shri Brahm P. Gupta, C-II/137, Lodi Colony, . b.
New Delhi-3. Madhva Pradesh ’
@ Pradesh
72 Shri C. L. Madhok, 7E/21, East Patel Nager, Y
New Delhi. 93 Shri Jaswent Singh Takhatpur, Distt. Bilas-
73 Comptroller & Auditor New Delhi. Manav; pur.
General of India, 94 ShriPallonji N. Mehta, Chartered Accountant,
. 438, Mahat hi
74 Shri G. I. Vurgese, 02&302\; B:llﬁ?_;c. Colony, : Road, Iidirl::& Gandhi
75 ShriN. K. Sanghi, M.P. 7, Humayun Road, New Maharashira
Delhi-11.
, e 95 Shri A. I, Parikh, A. L. Parikh & Company,
76 Shri N. K. Somani, M.P, 19, Janpath, New Delhi-1. 152, Narayan Dhuru
. . . i ‘ ] Street, Bombay-3.
77 Shri N. Nandi, @/1717, Laxmi Bai Nagarr . . L
New Delhi-23. 96 Shri B.M.L. Moorthy, Financial & Commercial
) Journalist, 3/128 Keshav
78 Shri Narain Lall, 313/70H,,  Anandnagar, Kunj, Bhau Daji Read,
(Near Inderlok), Delhi-7. Matunga, Bombay-19.
79 Shri R, K. Gauba, Advocate, Supreme Court® 97 Shri Brijratan tos. . B. R. Herimdn & Mohatts -
Chandni Chowl, Delhi. . Mohatta, (India) - Pvt.  Ltd,
T. Mustafa, Building,
80 Shri R. N. Jain, Ex-Member,  Central Sir P M. Road,
Board of Direct Taxes, Bombay-1.
8-322, Panchshila Colony, 98 Shri D. D. Shah, Advocate, Deepak Insu-
New Delhi-17. rance Buildg., 8/10 Tama-
‘ Tind Lane, Bombay-I,
~ 81 Shri Raj K. Tandon, Chartered Accountant, B.R.
o D, 23, Dar- 00 ShriG.L.Pophale, 110, 4th_Lane, Hindn
yaganj, Delhi. d
. Colony, Dadar, Bombay-
Gujarat 14.
100 Shri J. S. Mahendale, Brahmanwadi, Matungas
82 BShbri B. T. Choksi, Advocate, Haripura, Bha- Bombay-19. .
venivad, Surat. . . '
. . 101 Shri Jayantilal, J. Oza,  Accounts Expert, Bhad
83 Shri C. C. Shah, Chartered  Accountant, . ranagar, Block No. Af12-
Bank of Baroda Buil- 7, Malad (West), Bom-=
ding, Gandhi Road, Ah- bay-64 NB.
medabad. .
102 Shri K. J. Shah, Chartered . Accountanty
84 Shri Dahyabhai B. Modi, Panini Bhint, Surat. Hem Kunj, Block No.,
8, Zaver Road, Mulund,
86 Shri L. J. Desai, Parvati, Nivas’, Anond- Bombay-80.
. nagar Society, Sagram- 103 Shri Kanti J. Mehta, Ismail Building, 381, D.N
pura, Surat-2, . Road, Fort, Bombay-1.
86 Shri Mohanlal P. Kapadia, 11/1318, Nanavat Road, 104 Shri N. M. Wagle, 17A Carmichael Road,
. Surat. ‘ Bombay-26.
87 Shri R, N. Vepari, Natwarlal Vepn’ri & Co., 105 Shri N. R. Saiya, lg’ Velani  Bhavan,
Chartered Accountants, : Nfgf’mé“ Lalvani Road,
Lalgate, Kanpith, Surat. 80 und West, Pomhay-
Kerala 106 Shri Piloo Medy, M. P., Stadium House, 81—83
Veer Nariman Road,
88 Bhri C. C. Thomas, Chairllnszzn. Trichur Muni- . Bombay-20.
cipal Standing Commit- . .
oo, Sonth Bmﬁr,Tﬁt‘,‘ﬁ‘;ﬁ 107 Shri R. N. Jain, Advocate, Ladpura, Tt
. wari, Nagpur-2,
80 Shri O. M. George, Chalissery House, Tri- 108 Shri R. 8. Bhatt, Chairman, Unit Trust of
ohur-6. Indis, Post Rox No.
2000, Bombay-1,
00 Bhri K. 'S. Manavalan, “Manavalan”, Palace 109 Shri 8. A L. Norayena Lolit—Flat 12, Wode

Road, Trichur-1.

Row, house Road, Bombay.1,
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Serial Name Address Serial Name Address
No. No.
hri Sohanlal R. Jhuria, 4, Walkeshwar Road, o, .
110 Shei So ) ﬁombny. ' 129 Shri K.'N. Rajendran, 12, Thomsonpet Street,
_ P. O. Kaveripatnam,
111 Shri T. Y. Aney, .é‘.%vopate'i‘ A%V &'I‘]?bi; District Dharmapuri,
. Wani, Distt, )
Y::l-;"ma.l.q : 130 Shbri K. R. Ramamani, , Advooate, ‘Windsor”, 53
. Edward Elliots Road,
112 Shri V.D. Mazumdar, “%g:(a.ina]’;, 139, lQueen’s ) . Mylapore, Madras-4.
» Tombay-L. 131 Shri K. 8. Sivaraman,  Advocate, 2, Thambu
113 Shri V. N. Bhagat, 99, Shivaji Park, Bombay- Chetty Street, Madras-.
28. (DD). 1.
Orissa ‘ 132 8hri N. P, Venkatarama- Cost Accountant, 11,
L bl Bh P " nan, Court Street, Erode.
114 8hri A, AK, I‘émde,gm:"““’ - O 133 Shri 5. Swaminathan,  Advocate, “Sri Nivas”
23/7, Luz Avenue
116 Shri Kidar Nath, Mane Editor, The Mylspore, Madras-4,
), Romoriet, Bisra 13¢ Shri T. V. Viswanatha Advocate, Sri  Venkata
Aiyar, Vilas, 14, East Madsa
116 Shri P. R. Choudhury, At/PO Mahanga, District ’ Street, Mylapore, Mad-
Cuttack, ras-4.
: 135 Shri V. K, Thiruvenka- Senior Advocate, 132
Pondicherry : tachari, - Lloyds Road, Madras-
117 Shri A, P. Jegaraj, Deputy Registrar of Co- . 6.
c()g:t;liil)ve& Va.l?lzglitgj—, 136 Shri V. Natarajan, 10 East Circular Road,
: culguralahLandil & 11;&})-?: ' ’ Madras-28
3, Jawshar Lal Ne 137 Shri V. S. K. Durai- 85/87, Armenian Stroet
Punjab Btreet, Karikal. " swamy Nadar. Madras-1.
118 Shri B. 8. Grewal, Lecturer in Economios,
Punjabi  University, Uttar Pradesh :
Patiala. _ 138 Shri A. C. Sinha, Advocate, 15/90, Civil’
119 Dr. G. Khanna, Reader in  Economios, : Lines, Ranpur.
Punjabi, = University, 139 Shri Bhagmal Aneja, Taxation Adviser, 9-Ram
Patiala, : 1‘li.?.gl:l Road, New Mandi,
Si{ .
120 Shri K. R. Bhalla, Kuchs Kadsn, Amritsar. - TmanaTnagar
i aram j te, .
121 Shi B. K. Bsngal, B. D, Bansal & Company, 140 Shri Dharam Pal Anpjs, Advocate, Muzaffarnagar
Chartered Accountants,
Karmon Deori, Amrit- 141 Shri Hasin Ahmad, Advocate, Katju Road,
sar. . . Allahabad. :
122 Shri 8. K. Gupta, Chartered,  Accountant, 142 Shri J. N. Sharms, J. N. Sharmea & Company,
Plot No. 40, Shastri > Chartered Accountants,
Market, Bazar Sabooni- 58/4,  Birhana  Road,
an, Amritsar. Kanpur.
123 Shri 8. N. Khanna, ,Advooate, 4, Maqbul 143 Shri Krishna Prasad @G. G. Industries Pvt, Ltd,
Road, Amritsar. Bhargawa, Agra-4.
124 Shri S. R. Mittal, Chartered  Accountant, 144 Shri P. C. Goyal, 2A/208, Azad Nagar,
Dayanand Road, Civil, Kanpur-2.
Lines, Ludbiana. 145 Dr. Mrs. S. Dhawan, 12, Station  Rosd, Luck-
Rajasthan - pnow-1.
125 Dr. G. R. Toshnival,  Chairman, Board of 146 Shri S. Vaish, Chartered _ Acoountant,
" Direotors, Toshniwal In- 15/96,  Civil  Lines,
dustries (P)Ltd., Mahat- Kanpur.
Am?r‘ner Gandhi ~ Road, 147 Shri Satyanarayan Khurja
Jmer. Bhardwaj,
126 Shri Madan Das Mohta, Bahadur Bazar, Kota-6. . e
2 Medan shactr Bauan, Do 148 Lt. Col. V.R. Mohan, Rooky Villa, Daliganj,
Tamil Nadu ] ) , B Post Box No. 6, Luok-
127 Shri A. M. M. Aruna. “Tiam  House”, 11/12 now.
chalam, North Beach Road,
Madras-1. West Bengal )
i G.D. Nai . i 149 Shri Beni Shanker 229, Chittaranjan Avenue
128 Shei G.D. Neldu, "Road, Golbstorarts. Sharma, M.P., Caloutta-8,




27

(D) COMMISSIONERS OF INCOME-I's X

S%‘i“l Name ‘ Address 172 Shri A. Balasubramanian.
173 Shri Avtar Singh.
150 Shri H. P. Singh, Smgh & Bagadthey, India 174 Shri B.A. Shariff.
Steamship House, 21,
0ld Court House Street, 178 Shri B.K. Bagohi.
Calcutta-1.
alen 176 Shri C.C, Ganapathy.
151 Shri K. A. Laxman 1/2B, Prince Gulam Md. .
Prabhu, Road, Calcutta-26. 177 Shri G.E. Joseph,
162 Shri K. N. Bhattachary. Indian Institute of Social 178 Shri H.D. Bahl.
ya, Welfare & Business Ma- .
nagemont, College 179 Shr H.L. Bhatia.
Square, Caloutta-7. 180 Shri K. Jagannathan,
163 Shri Lakshmipat Singha- 7, Council House Street 181 Shri M.D. Varma.
nia, Caloutta. 182 Shri M K. Nair.
164 Sbri P.C. Kundy, Péf;,bﬁggd“gg‘;"gg’:;g; 183 Shri N.D. Sakhwalkar.
25, Waterloo Street : .
Caloutta 1. 4 184 Shri 0.V. Kuruvilla.
165 Shri Prabhu Dayal  Room No. 67, 2nd Floor, 185 Shri P.L. Malhotra.
Mogra, 167, Netaji Subhas Road, 186 Shri P. Sadagopan.
Calcutta-7.
. 187 Shri R.R. Chopra.
166 Shri S. K. Roychoudh- Chartered  Accountant,
uri, 283 B & C, Vivekanand 188 Shri R.V. Ramaswamy.

Road, Calcutta-8.
157 Shri R. N. Lakhotia, Editor, Current Tax

189 Shri S.N. Sastri.

Bulletin, B-18, C.IT. 190 Shri S.V. Ramaswamy.
Road, Caloutta-14. 191 Shri T.R. Viswanathan.
168 Shri U. C. Bharwani, 3, Hartford Lane, Calout- 192 Shri V.D. Sonde.

ta-16.
\ 193 Shri V.J. Karnik.

194 Shri V.S. Desikachari.
" 195 Shri V.S. Narayanan.
196 Shri V.V. Badami,

II1—pepartmental

(A) DEPARTMENTAL
169 All India Federation of Income-tax Gazetted Services .
Association, New Delhi
. (E) ADDITIONAL COMMISSIONERS OF INCOME-TAX
160 Indian Revenue Service (L.T.) Association, New

Delhi, 197 Shri J.C. Kalra.

161 The Association of (Gazetted) Officers of the Income- 198 Shri R.N. Bose.
tax Department, Vidarbha & Marathwada, Nagpur, 199 Shri .M. Sheh.

162 The Gujarat Income-tax Gazetted Officers Associa-

tio, Ahmedabad. 200 Shri S.N. Mathur,
163 Income.-tax Gazetted Services Association, (Rajag- 201 Shri 8.T. Tirumalachar1.
than) Jaipur.
164 IR.S. (Income-tax) Association, Madras Unit, (F) ASSISTANT COMMISSIONERS OF INCOME-TAX
Madras. 202 Shri A.J. Rana.
165 T&:n?dmulsr}come-tax (Gazetted) Services Assooia- 203 Shri A. Nundy.
188 The Punjab Income-tax Gazetted Officers’ Associs- 204 Shri A.R. Rao.
tion, Jullundar. 205 Shei B.M. Sharma.
(B) CENTRAL BOARD OF DIRECT TAXES 206 Shri C.B. Rathi.
167 Shi R. N. Muttoo, 207 $hei C.N. Vaishnav.
Chairman, 208 Shri Chunni Lal.

168 Shri R.D.Shah, Member,
169 ShriH.A. Shah, Member,

209 Shri D.C. Aggarwal,
210 Shri D.G. Pradhan.
{C) DIRECTORS OF INSPECTION 211 Shri Dharni Dhar.
170 Shri D. Subramanien, : 212 Shri E.D. Helms.
171 S8bri B, N. Limaye. 213 Shri G.P. Gupta,



214
215
216
217

218 °

219
220

221 -

222
223
224
226
226
227
228
229
230
231
232
233
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‘Shri G, R. Raghavan,

Shri J. P, Sharma,

"Shri J. 8. Dulat.

Shri K, C. Srivastava.

Shri K. R. Srinivasan.

Shri L.8.8. Chakravarthy.
Shri M. Balakrishns Menon.
Shri M. Gurulingam. ’
Shri M. J. Mathan.

Shri M.M. Prasad.

Shri M.P. Argikar.

Shri M. Ramalingam.
Shri N. N. Rampal.

Shri N. Subba Reo.

Shri P.X.V. Raghavan,
Shri P.S. Gopalakrishnan.
Shri R.N. Singhal.

Shri R. Narasimhan.

Shri R. i’rasad.

Shri R.S. Mani.

234
236
236
237
238
239

241
242

243

244

246
246
247

248
249
250

Shri 8.B. Jain.

Shri 8.K. Sarma.
Shri 8.M. Bagai.
Shri 8.P. Varma.
Shri 8, Rajaratnam.
Shri Sangram Singh.
Shri T. R. Aggarwal.
Shri T'. Sadasivan.
Shri T.V. Ramakrishna.
Shri V.P. Gupta.
Shri V. Raghavan.

(&) INCOME-TAX OFFICERS
Shri C.R. Sundararajan.
Shri G. Satyanarayana.
Shri M.M, Prasad. |

(H) NON-GAZETTED STAFF
Shri A K. Bhattacharyya.
Shri Ravindra Kumar.
Shri 8. C. Aggarwal.



List of persons who appeared before the Commitice,

APPENDIX V

Serial Serial
Place Date No. Name Place Date No. Name
Calcutta 23-11.70 1 Moerchants® Chamber of Caloutta 25-11-70 13 Income-tax Bar Associ-
. Commerce, Calcutta. ation Calcutta,
Representatives:

Representatives: h .

Shri S.N. Dalmia, Presi- Skri Meghnath Banerjee.
dent. Shri Biren Banerjee.

Shri B.S. Kothari. Shri C. R. Banerjee.

Shri A. Kothari. 14 Shri K. N. Bhattacharyya,

Shri H.L. Somany. Caloutta.

Shri D.M. Kothari. 15 SX? R. Prasad, I_uspeci;ingf

N stt. Commissioner o
Shri H.R. Bose. Income-tex, Calcutta.

2 Shri B.K. Bagchi, Com.
missioner of Income- 16 Association of Company
tax, West Bengal-1. Secrgtq,ries, - Executives
3 Shri O.R. Krishnamurthi, & Advisers, Calcutta.
Commissioner of Income- Representatives:
tax, West Bengal-II. Shri K. K. Mitra.
4 Shri B. 8. Nadkarni, Shri 8. Bhattacharya.
' Coramissioner of Income- e
tax (Central}, Calontta. 17 Shri Kidar Nath, Rourkela.
5 ShriR.N. Bose, Addl. 18 8hri A. Ali, Sundergarh.
Commissioner of Income- 26.11.70 19 Bharat Chamber of Com-
? * merce, Calontta.
6 Shri 8. Chaudhuri, 10, . .
Old Post Office Si:tee%, Representatives:
Caleutta. Shri R. R. Bhiwaniwalla.
24.11.70 7 Bengal Chamber of . Shri L. R. Das Gupta.

. Commerce & Industry, Shri K, L. Dhandhanisa.
Calontta. Shri V. D. Chaturvedi.
Representatives: Shri Shital P. Jain

Shri 8,P. Acharya.

\ 20 Shri K. M. L. Bakshi
8hri K.C, Khanna, Ranchi. ’
8hri B. Venkataratnam,

Shri A.T. Robertson. 21 Shri 8. N. Mathur, Addi-

) tional Commissioner of

8 Shri V. S. Narayanan Income-tax, Patna.
Commissioner of Income-
tax, Bihar, Patna. 22 Shri R. N. Lakhotia,
9 Shri GAE. Gupta, Inspect- Caloutte.
ing sistant Commis- . ,
sioner of Income-tax, 23 Shri P, M. PNarielvals,
Muzaffarpur. . Caloutta.

10 SheiD. C, Aggarwal, In. 27-11.-70 24 Bengal National Chamber
specting Assistant Com- of Commerce & Industry,
missioner of Income. Caloutta, .
tax, Dhanbad. .

11 ShriP.C.Kunda Charte Representatives:

iP. C. Kundu, Charters -

ed Acocountant, Caloutta. g: i N. Ghose.

12 8hri R.P. Chopra, Commi- 1l A. R. Datta Gupta,
ssioner of Income-tax Shri G. Saha.
(Retd.) West Bengal-T. Shri R. N. Mitra,

27

&
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Place Date  Serial Name - Place Date  Serial Name
No. - No.
Caleutte 27-11-70 Shri T, D. Chatterjee. New Delhi 15-12-70 36 Shri R. D. Shah, Member,
i 8. B. Dutt. ’ . Central Board of Direct
2:::: I]:.o;)u Taxes, New Delhi,
Shri M. C. Poddar. 37 Shri C. C. . Ganapathy,
i Nirani . Director of Inspection
Shri Niranjan Saha (Investigation), New
26 Shri R. N. Banerjee, Ad Delhi. -
vocate, Muzaffarpur. 161270
’ 16-12. 38 Shri D. 10 ian;
26 S&fl 8. V. Ranfmlxrozmy. . SMember, sunm;olﬁ:.
IMMISSI0NEE O! mo- and Restrictive Trade
tax, West Bengal-IIl. Practices  Commission,
27 Shi 8. K. Royohodubur, New Delhi.
Charte Accountant,
’ 39 Shri N. K. Somani, M. P.
Caleutta. Now Dolhi.

28 The Institute of Cost & . .
Works = Accoutants of 40 S eber, Bailmsy Boaca
India, Calcutta. New Delhi,
Boprosentatives : 41 Shri E. D. Helms, A

s . D. Helms, App-
Slé:;t].&. Nanabhoy, Pre ollate A”“;."““fn Com.
missioner o come-
_Shri_dB. tIK. Shom, Vico tax, New Delhi.
1'.esident. .
- bhri 8. N. Ghosh, Seo 17-12-70 42 Punjsb, Haryans &
' retary. Pelhi Chamber i):dcom-
. & ustry,
Shri M. R. 8. Iyengar, erce &
Counoil Member. New Delhi.
El;hnri N. B. Venkatakri- Representatives :
an. Shri Raghunath Rai.

2¢ Shri B. Kumar, Jharia. Shri Mohinder Puri.

’ Shri C. K. Hazaxi.

28-11.70 30 Indian Chamber of Com- Shri Onkar Nath
merce, Calountta. nkar Nati.
Re tati Shri Rameshwar Tha-
presentatives : , :
Shri R.P. Goenka Shri H. R. Gupta.
:z'i ? ';' g,]';;:’:“' : Shri M. L. Nandrajog.
Shri P. M. Nariolvala. Shri . Ganapathl.
Bhri C. 8. Pande. 43 Shri Ravindra Kumar,
Shri 8. K. Warrier. Income-tax  Inspector,
: Now Delhi.

81 Shri Lakshmipat Singh-
ania, Calouttap.a Singh 44 Shri H. A. Shah, Member,
) - Central Board of Direct

32 Séhgi K. Jagannathan Taxes, New Delhi.

mmissioner of Income- .,
dax, Orissa - 46 Shri A. J. Rana, Addi-
BW&T. » Bhubsne tional Director,  Dir-
ratorate of Enforoement,

83 Shri A. Nundy, Inspeot- Now Delhi,
ing Assth, o
ofg Ino(une-ci;::::mj m?ﬁf 46 Shri G. I, Vurgess, New
outta. Deihi.

34 Shri J. Rama Iyer, In- 47 Shri M. M. Prasad, Ins-
specting Asm? Com- peoting Assistant Com-
missioner of Income-tarx, missioner of Income-
Caloutta. tax, Jammu.

36 Shri D.R. Chakravorthy, 48 Sbri S. P. Varms, Ap-

Inspecting Asstt. Com-
missioner of Income.-
tax, Caloutta.

pellate Assistant Cont-
missioner of Income-
tax, Jammu.
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Place Date  Serial Name Place

Date  Serial Name
No. No.
. . i .12- hri M. R. Aggarwal
i -12-70 49 Al India Federation of New Delhi 22-12.70 8
New Delhi 18127 Income-tax Gazetted Shri G. C. Mathur.
Services Agsociation, i R. P. Chopra.
New Delhi. Sh.n' R P
Shri R. N. Dey.
Representatives : .
i Piloo Mody, M. P.,
Shri V. P. Guptal.n. 66 Shei Filoo Mody,
Sh:;rIt‘hys.§ e 67 Shri 8, B, Jain, Inspecting
. (Asstt. Commissioner of
Shri R. C. Pande. Income-tax  (Central),
Shri A. K, Chakravarty. New Delhi.
Shri P. P. Thukral. 68 Shri K. C. Srivastava
50 Shri R. N. Limaye, Dir- Senior leuthomed Re-
ector of ijraspection presentative, Income-tax
(Income-taxz), - New Appellate Tribunal,
Delhi. ) New Delhi.
i G. R. Toshniwal, 69 Shri B. M. Sharma, Ins-
61 S_gl]::neﬁ R. Toshniwal pecting Asstt. Comm-
issioner of Income-tax,
62 Shri 8. K. Gupta, Char- Chandigarh.
te A tant,
Ameitsar, Aot 70 ‘Shri N. N. Rampal, Off-
cer on Special Duty,
' 63 Shri Chunni Lal, App- Tax Research Unit,
ellate Asstt. Commiss- Ministry of Finance,
ioner of .. Income-tax, New Delhi.
Bikaner,
mer 231270 71 Shri R. N. Jain, B
64 Shri C. L. Madhok, New Member, Central Board
Delhi. of lhll?irecb Taxes, New
19-1270 &6 Shri M. K. Nair, Comm- _ Delhi.
issioner of Income-tax, 72 Shri V. Gauri Shanker,
Patiala. ‘ Rirector of Revenue
udit,
66 Shri R. K. Gauba, Advo- Comptrol](;fic; (gud.igl;g
cate, Dolhi. - General of  India, New
57 Dr. G. Khanna, Punjabi Delhi.
" University, Patiala. 73 Shri 8. N. Khanna, Ad-
68 Shri B. S. Grewal, Pun- voeate, Amritear.
jabi University, Patiala. 74 Shri C. B. Rathi, Ins.
69  Shri Beni Shanker Sharma, :ﬁitégg oAfmfnc?:zf:lL“-
p -tax,
M. P., New Delhi. Amritear,
21-12-70 @0 Shri Sangram Singh, e
Dy. Director of Ins- 75 Shri R. K, Bansal, Char.
pection (Income-tax), tered Accountant,
New Delhi, Amptsu.
61 Shri V. P. Gupta, Ins- 76 Shri 8. M. Bagai
A s 1 - M. Dagai, Deput
i’)“tmg Eisitlt Commiss- Director, Direct,omté) o);'
N:;" D?elhi come-fax, Enforcoment, Now
62 Shri P. L. Maihotra, . .
Commissioner of Income- 77 Shri C. R. Sunda.mm]gn,
tax, (Central))  New Doputy Searetary, Union
Delhi, Publioc Service~ Com.
63 Shui N. K. Sanghi, M. P, misslon,  New Delhi,
oW Delhi. 24-12-70 78 Shri Madan * Das M
. - h
64 Sbri N. Nandi, Now Kots. ohta,
Delhi.
79

22-12.70 66 Income-tax Gazetted
Seryioes Assooiation,
Rajasthan, Jaipur,

Representatives ;
SBhri B, K. Nerurkar

e ————

Central Seoretariat
Stenographers’  Service
Association, New Delhi

Representatives ;

Shri A. Ram

a8
President, wamy,

e ——————



282

Place Date Serial Name Place -Date Serial Name
. No. No.
New Delhi 24-12-70 Shri B.P. Gupta, Vice- Madras 13171 91 Tamil Chamber  of
. : President. ‘ Commerce, Madras.
_ Shri M. @. Swaminathan, " Representatives:
Hony. Beocy. Shri G. K. 8
Shri  Gopi  Mohan, ri G. K. Sankar.
Hony. Joint Secy. 8bri V. 8. K. Daurai-
, swamy, Nadar. o
' 80 Shri J. 8. Dulat, Appel- Shri V. R .
late Asstt. ’ Com- ShH'C L Mam:chandrun
missioner of Income-taix, ri C. L. Mehta.
Ambala. - 8hri N. Swaminathan.
) 81 Shri K, A, Laxman Pra- 92 Shri K. R. Ramamani,
bhu, Caloutta. Advocate, Madras.
T . . 93 Shri V.D. Sonde, Com-
Madras 1171 82 Sg;ﬁ?:&tfmgﬁg_ missioner of Income-
tax, Madras. tax, Madras-II.
Revenue Bar Associa-
83 Shri.M. Gumlmgam,App- 94 Re ocia
ellate  Asstt, Commis- tion, Madras.
ﬁ:?li:a of Inoome-tax, Representatives ::
. ) Shri 8. Swaminathane
84 Shri T. SaAd;Bivan,Cinﬂ' . Shri K. Srinivasan.
peoting " Asatt. m-
missioner of Income-tax, S%Ir;daﬁl uSundaramurthy,
Madras. :
o Shri C. V. Mahslingam.
12-1-71, 856 Madras Chamber of Com- Shri S. V. Subramanian.
‘ merce and  Industry,
Madras. 95 Shri A.M.M. Arunacha-
) lam, Madras.
Representatives:
° Bhri A. K. Sivarama- 96 Shri R. V. Ramaswany,
krishan. Commissioner of Income-
Shri G. E. Solomon. tax, (Central), Madras,
Shri C. 8. Vidyasankar, 7 97 Shri M. B, Menon, De-
puty  Director of
86 Shri N. P. Venkatara- Inspection (Intelligence),
manan, Cost Accoun- Madras.
tant, Erode.
. 98_ Shri 8. K. Sarma, Ins-
87 8hri V. V. Badami, Co- pecting Asstt. Commie-
missioner of Income- sioner of Income-tax,
tax, Madras.1. {Audit), Madras.
88 Tamilned Gandhian 99 Shri T. V. Ramakrishna,
Group,  “‘Sevasharm”, Authorised  Represen-
Madras. : tative, Income-tax App-
ellate Tribunal, Madras.
Representative : :
i i 100 ‘Shri A. K. R. Prabhu
Shri R. R. Dalavai Semior . Authorised Re’
89 Bhri K. 8. Sivaraman, presentative, Income-
Advocate, Madras. tax Appellate Tribunal,
s Madras.
» %0 ijx‘}lcglrlnem;[‘"::ue Assz;:“: 16-1-71 101 Madras Inoon}e-tax (Qa-
' tion, (Madras Unit), zotted) Services Asso-
a8, ciation, Madras.

Representatives :

8hri R. V, Ramaswamy,
ShriT. A. Balakrishnan.
8hri J. K. Kurian.

Shri A. Balasubrama-
nian.
' Bhri 8. Bapu.

Representatives :

Shri M, B. Menon.

Shri N. Subramanian.
Shri M, S. Ramaswamy.
Shri V. S. Seshadri,

Shri V. Krichnamoor.
thy.
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Place Date  Serial Name Place Date  Serial Neme
No. No.
Madras 16-1-71 102 Madras Provincial Food- New Delhi 16-2-71 114 National Chat?bﬁ.l":Of
grains Merchants® As- Industries and Commer-
Bociation, Madras, ce, U. P., Agra.
Representatives: Representatives :
Shri R. P. Agarwal- Shri K. P. Bhargava.
Shri D. Narasimha- Shri B. N. Bhargava.
swamy. ShriM. M. Agarwal.
Shri M. A. Thangappan, 116 Shri J. N. Sharma, Char-
Shri P. K.rishna.mnrtily. tered Accountant,
. . Kanpur.
103 ShriV.Natarajan,Madras. : oh
: : 116 Shri 8. Vaish, Chartered
104 Shri V. K, Thiruvenkata- K .
chari, Senior Advacate, Accountant, Renpur
Madras. 117 Uttar Pradesh Tonege
105 Shri 8. Rajaratnam, Club, Lucknow. B
Inspecting Afsstt. Com- Representative :
misgioner of Income- i Gt Si
tax, Madras, Shri Baljit Singh.
106 Indisn Chamber of Com 118 Shri P. C. Goyal, Re-
merce and Industry” tired Commissioner of
Nagapattinam. Income-tax, Kanpar.
Ropresentative : 17271 119 ShriR.N. Mnttc:;), c‘liairi-_
Shri S. Thi ian. man, Central Board o
o N Ch' Sb “gacm'“" Direot Taxes, New Delhi .
rivandrum -1- of
'Ii.l"li:a.:l(‘lrum. oTmarce, 120 Dr. R. N. Bhargava,
Senior Professor and
Representatives: Head, Depal“hmeﬁlt of
Shri 8.V.Pandit. Economics, _  Banaras
Hind Universit;
Shri P.Xrishnan, . Vara:asi. v
Shri A. Subramonian. . :
. 121 Shri A. C. Sinba, Advo-
Shri K. Arunachalam. Sc:te, Kanpur. ’
19171 108 Chamber of Commerce, Bombay 16-3-71 122 Indian Merchants Cham-
Trichur, ber, Bombay.
Representatives : Representatives:
Shri K, 8. Manavalan. Shri Harish Mahindra,
8hri P. V. John. Shri G. P. Kapadia.
8hri C. P. Rao. Shri G.8. Doshi.
109 8hri 8. N. Sastri, Commig- 8hri C. C. Chokshi.
sioner of Income-tax i i
Korala. ) Shri Pratap Bhogilal.
hri B rij S,
110 Shri 8. T. Tirumalackari, 1 S mben oS, Mobatta,
Addl. Commissioner of
Income-tax, Kerala. 124 Sllgi 8. Cﬁ L. Namyam}
. i b
20-1-71 111 ShriM.J. Mathan, Appel- Bo;’d o; u]‘)nil:el::toeTz;::a
late Asstt. Commission- (Retd).
. erof Income-tax, Trichur, . s
NEW DELHI 16-2-71 112 'The Institute of Chartered 12 F:? egil.rt;la.ulll1 ‘iix‘xd{::a?;m%?‘
Aooountaqtn of India, India, ‘Laghoodyog
New Delhi. Kutee’, 23-B/2, Rohtak
Representatives : Road, New Delhi-5.
8hri M., C. Bhandari. Representatives
8hri A, B. Tandon. Shri G, B. Bewalkar.
Sh!i. A K, Sivaram. Shri U. A, Vaidy&.
o krishnan, Shri H. A. Vora.
hri Y. H. Masli
e o llgham. 126 Shri B. M. L. Moorthy,
ri C. Balakrishnan. Financial and Commer-
113 Shl:i _E- I. Bh&tia, Com- cial Journa.list,Bombay.
missioner of Income-tax, 127 8hri D. D. Shah, Advo.

Lucknow.

oate, Bombay,
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Place Date  Serial . Name Place Date Serial Name
No. - . Ne
Bombay 16-3-71 128 Bombay Chamber of Com- Bombay - 17-3-71 136 Shri 0. V., Kuruvilla, Com-
merece and Industry, . . missioner of Income-tax,
Bombay. Bombay City-1.
Ropresentatives: . 137 Shri G. L. Pophale, Bom-
Shri B. R. Tannan, bay.
Chairman. 138 Indian Motion Picture-
Shri J.B. Bowma.n, Vice Producers’ Association,
President. Bombay.

Shri T. Pocran, Member,
Shri C.S. Samuel, Member

Shri M., M. Thakore,
Member

Shri V. Parasuram, Asstt.
Secretary
129 Life Insurance Corpora-
. tion of India, Bombay.
- Representatives :
Shri H. G. Rawal, .
Shri E. B. Mistri. N
Shri W, P. Jacob.
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 1. 8. Parikh.
ShriM. A. Parikh,
Shri C. V. Modi.

Shri C. M. Nanavati.

131 Shri 8. L. Kirloskar,
Poona.

132 Shri R. 8. Bhatt, Chair-
man, Unit Trust of
India, Bombay, :

133 Paper Traders Associa-
tion, Bombay.
Representatives :
Shri Shanti Lal C. Kada-
kis.

Shri Jitendra 8. Shah.
Shri Shantibhai Shah.

17-3-71 134 Tax-Payers’ Association -

of India Ltd., Bombay.
Representatives:
Shri V. D. Muzomdar.
Shri 8. B. Athalye.
8hri8. V. Pikale.

' 8hri@. L. Pophsle.

135 Stock Exchangs, Bombay.
i Reopresentative :
8hri P. J. Joejecbhoy.

18-3-71

19-3-71

139

140

141

142

143

145
146

147

Representatives:
Shril. K. Menon.
Shri Bakshi Jang Baha-
dur

” Shri Sri Ram Bohra.

Shri R. K. Kohli,

Shri N. M. Wagle, Bom-
‘bay.

All India Manufacturers
Organisation, Bombay.
Representatives:

ShriM. R.Shroff.

Shri B. S.Mobatta.
ShriN. D. Sahukar.
Shri8. B.Todi.

ShriP. A.Shah.

Shri 0. P. Roy.

Shri S. M. Shah, Addl.

Commissioner of Income-
tax, Bombay.

Shri D. G. DPradhan,
Authorised Representa-
tive, Income-tax Appel-
late Tribunal, Bombay.
Shri V. Raghavan, Appel-
late Assistant Commis-
, sioner of Income-tax,
Bombay.

Tax Practitioners® Asso-
ciation, Nasik,
Representative :
Shri M. X. Shakdwipi.
Clothing Manufacturers’

Association -of India,
Bombay.

Representatives :
Shri P. N. Amarsey."
Shri T. 8. Mehta.
ShriJ, J. Desai.
Shri Mohan Mahtaney.

Shri N.R. Saiys, Bombay.

Shri K. J. Shah, Char-
tered Accountant, Bom.
bay

Shri H.D. Bahl, Com-
missioner of Income-tax,
Bombay City-II.

Shri G. E. Josoph, Com-
missioner of Ingcome-tax,
Bombay (Central).




986

Place

Date - Serial No, Name

Bombay

Ahmedabad

20-3-71

22.3.71

148 Income-tax and Sales
Practitioners’ .Associa-
tion, Poona.

Representatives :
Shri 8. C. Shah.
Shri P. K. Lalwani.
Shri K. C. Trivedi.

149 Shrid.S.Mehendale, Bom-
bay.

150 Bombay Chartered Ac-
countant’s Society, Bom-
bay.

Representatives:

Skri C. C. Dalal.

Shri Bansi S. Mehta.
Shri Ambalal S. Thakkar.
Shri 8. V. Ghatalia.

19-3.711

151 Shri C. N. Vaishnav, Addl.
Commissioner of Income
tax, Bombay.

152 Shri A. Ba]asu'bramaman,
Commissioner of Income-
tax, Poona.

1563 Engineering Association
of India, Bombay.

Representatives:

Shri Homi J. M. Tale-
yarkhan,

Shri S. €. Chokhani.
Shri D, S.Mehta.

Shri D. M. Nigandhi.
Shri D. R. Shroff,
Shri A. C, Patankar.
Shri T, 8. Shetty.

164 Shri M. P. Argikar, Ins-
peoting Asstt. Commis-
gioner of Income-tax,
Bombay.

166 Shri N.A. Pallthivala, Ad-
vocate, Bombay.

166 Gujarat Chamber of
Commerce and Industry,
Ahmedabad.

Representatives :

Shri Balkrishna Hari.
vallabhdas.

Shri Indubhai
bhai.

Shri Bipinchandra: M.
Jagabhaiwala,

Shri Atmaram Bhogilal
Sutaria.

Shri H. M. Talati.
ShriH. V.Vasa.
8hriC. C.8hah.
8hri 8. K. Shah,

Dahya.-

Place

Date Serial No. Name

Ahmedabad

Shri Anil R. Shah.
Shri Thakorbhei P. Amin,
Shri I. N. Kania.

167 Shri B. A. Sharif, Com-

missioner of Income-tax,
Gujarat-III.

158 Shri R. N. Vepari, Char-
tered Accountant, Surat.

150 Shri Bhupendra Thakor-
das Choksi, Advocate,
Surat.

160 Ahmedabad Millowners’
Association, Ahmedabad.
Representatives:
Shri P. T. Munshaw.
Shri H. M, Talati.
Shri Anil R. Shah.
Shri H. M. Patel.
Shri Jayantilal Bhikha-
hai,
Shri R. M. Dave.
161 Saurashtra
Rajkot.
Representatives :
Shri C. N. Hakani.
* Shri D. L. Munim.
162 Shri N. D. Sakhwalkar,

Commissioner of Income.
tax, Gujarat-II, Ahmed-
abad.

22-3-71

23-3-71

University,

163 Income-tax Bar Associa-
tion, Ahmedabad,

Representatives:
Shri 8. 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 8. K. Shah.
Shri B. L. Bhatt.
Shri T. P. Amin,

184 Shri I. J. Desai, Surat,

165 Gujarat University, Ah.
medabad,

Representatives:
SheiJ. C.Trivedi
ShriH, K., Trivedi,
24-3-1971" 1668 Chartered Accountant’s
Association, Abmedabad,
Representatives :
Bhri H. V., Vasa.
Shri C. R. Sharedala],
Shri 3. 8. Patel,
Shri D. B. Shah,

————————
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Place © - Date Serial Name Place . Date Serial Name
X No No.
A'hsfngdabad 24.3-1971 Shri 8. K. Shah. New Delhi 14-4.1971 Shri D. N, Patodis.
Sl Shri V. R. Shah. 5 ! Shri @, L. Bansal,
. Shri N. S. Mehta. Shri O. P. Vaish,
Shri J. M. Patel. e
9-8-71 174 Indian Revenue Service
N 167 Sh!'i K. R. Srin.iva.su.n, : (I.T.) Associa.tion, New
Inspecting Asstt Com. Delhi.
. missionell; of Income-tax, Representatives :
_ Ahmedabad. Shri P, S. Bhagkaran.
168 Shri J. 3&? Shncrgm,Ap- Shri M, C. Joshi,
pellate Asstt. Commis- Shri G. C. Aggarwal
- f . a . * .
Sioner of  Income-tax Shri C.V. Padmanabhan.
169 'Shri R. N. Singhal, Hyderabad | 23-8-71 175 snlﬁgsiﬁie]:-o }_’:};1‘1;:;1 Sot';,l-
Appellate Asstt. Com- -8,
missioner of Income-tax, Andhra Pradesh-I.
Abmedabad. 176 Shri P. Sadagopan, Com-
170 Southern Gujarat Cham- missioner of Income.tax,
ber of Commerce and ) Andbra Praglgsh-l].
Industry, Surat. , 177 Shti M. Gopala Rao
Representatives: Registered Medical Prac-
Shri Bhagwandss K- titioner, Pamidi P.0Q..
Lekhadia. 24.871 178 Shri R. Kothandaraman,
Sh;i Prabhudas B. Mo- Hyderabad.
y.
s .. ™ gl Gt
Shri B.T. Choksi. & Industry, Guibarga
. Hd
Shri D.B. Patel. @.C. Rly).
171 Gujsrat Income-tax G Roprosentatives :
ujara come- 5. .
Jetted Officers’ Associa- . Shri H. M. Kheny.
tion, Ahmedabad. Shri Dhanwant Patil.
Representatives : _ Shri A. G. Desai.
Shri A. N. Rao, 25-8-T1 180 Mysore State Chartered
Shri 8. D, Phanse. o re, 2550
. 'y .

Shri P. L. Uppal. Representatives :

Sh.l'i P. V. Menon. Slu'l J. Gopal&krishnan

Shri K. C. Rao. Shri V. Sivaramakish-

- Shri V. M. Mandlik, nan,
Shri V. Srinivasen. ' : Shri K. Y, Sresty.
) . ] 181 Mysore Chamber of
- 172 Indian Revenue Service Commerce & -Industry,
(Income-tax)  Associa- Bangalore.
tion, Ahmedabad Units Representatives :
Representatives : Shri B. V. Rathanaiah

Shri 8. Y. Gupte. Setty. . '

Shri N. U. Raval. Shri A, Krishna Murti,

Shri R. N. Singhal. Shl'i-.J. Srinivasa.n.

Shri B. K. Upadbysys. . Shri M. R. Ranga Rath-
| S Shri A. M. Kher. Shri @. N, Krishna Mur-
New Delhi - 14471 173 Fedem}t}:ion fof)o Indian . ty. )

. -Cham Todustry, mmeree Nagpur 26.8.71 ‘182 Association of (Gazetted)

Delhi, ) Officers of the Income-

. tax Department, Vidar.
Representatives : bha and Marathwada,

Shri 8. 8. Kanoris, Nagpur.

President. Representatives:

8hri A.K.Jain,
. Shri B. D. Somani.

Shri L. S. 8. Chakravap.
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Place Date  Serial Name Place Date  Serial Name
No. No. .
Nagpur  26.8-71 Shri D. K. Tiwari Nagpur 26-8-71 186 Shri R. N. Jain, Ad.
Shri V. B. Padode. vooate, Itwari, Nagpur.
Shri G. M. Deshpande, 187 Shri V. J., Karnik, Com-
Shri A. W, Waikar. missioner of Income-tax
Vidarbha & Marathwe-
183 Shri Pallonji N. Mohta, da.
Chartered Acoountant,
Bombay. 27871 188 Nag-Vidarbha Chamber,
s Siri T. V. Amey, Ad of Commerce, Nagpur.
vacate, At & post-Wani- ives «
Tq-Wani, Distt, Yeotmal Representatives :
{Vidarbha). Shri V. D. Loya.
185 Wholesale Grain and Shri. B. K. Bagri.
Seeds Merchant’s Asso- Shri Abbas Ali Kamal.
ciation, Nagpur. Shri @. D. Chandak.
Representatives : . Shri H. M. Shulkla,
Shri Banwarilal Jejani. 189 Shri L. S.'S. Chakravar.
Shri Premjibhai Shah. thy, Senior Authorised
Shri Shyamsunder Gup- Representative, Income-
,1 yamsumder Hup tax, Appellate ’Tribunal,
Shri Mohanlal Agrawal. Negpur.
?aih;' Kishanlal = Sadhi- 190 Shri Jaswant Singh Ma.

Shri B. @. Vairagade.

nav, Takhatpur, Bilass
pur Distt,




APPENDIX Vi
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.

(if) 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
issnance 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 assessces 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 reshuffle 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
charges, 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 9999, 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 Block Number Serijal
or Regional or Cirole/ Number

Code District Code

2. Records Locator Code

(i) When a case is transferred from one State
to another State or from one circle to another

in the same State, the State code or the block
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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. '

(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 (26x26) circles or districts. In
bigger States with two State Codes the number
will be double, i.e., 1,852. This should be ade-
quate for future 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 AVM. Thus, if the case of an assessee with
permanent 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 — 832 — 4567 — AVM

When a case is transferred 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 be created in the-

Board’s office for a limited period for adminis-
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 Board to the
Commissioners’ charges. In the first instance, it
is enough if one State code—which can cover
ten lakhs of assessees—is allotted to each Com-
missioner, The remaining codes allotted to the
State will be held in reserve. The work of allo-
cation of block numbers to the various circle/
district offices in a State, distribution of the
‘requisite forms, stationery, etc., and exercise of
general supervision and control over the
allotment of numbers by - the circle/district
offices may be entrusted to the Special Investi-
gation Branches in the Commissioners’ charges.
Circles having less than 10,000 assessees will 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 block 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 purpose. 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 al] the wards in a circle, all
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) dpplication

(i) Persons who are already on the General
Index Register of the Department or are sub-
sequently brought on the register need not be
required to fill up any application form. .The
numbers will be allotted on the basis of the
information already on record in the Income-
tax Office. '

(i) Persons who voluntarily seek allotment
of numbers will, however, have to submit an
application on a prescribed form giving certain
essentia] 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, s

(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 thé pattern of the
index cards of the Central Governmént 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 identical

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 Annexure B,

(iv) Space may be provided on the .card on
all the foils for entering the records locator
code, if one is allotted .later.on.and also for
entering in pencil.on the third foil the ward
where the case is assessed. . S

. (V) The allottee may be required 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. S

. (vi) The circle/district. office. will also main-
tain a running register of numhers.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 got 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 for
use when a numbered card is damaged. But
;:1;:; should also be machine-aumbered before
d 1



(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.

(iiy The third foil will be arranged as a card
index in the circle/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) Transfer of cases

() Where jurisdiction is ward-wise and a
case is transferred from one ward to another
within the same circle, there will be no move-
ment of the permanent 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 from one cir-
cle to another within the same Commissioner’s
charge, the third foil of the permanent account
number card will be transterred to the new
circle along with the records and take its place
in the card- index there.

(iii) Where 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 will: 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 card 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
office—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 28 a confirmation
to the taxpayer of his records having been pro-
perly received and indexed in the new office.

(vii) Every allottee will be required 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 Incometax Department should 'in-

' variably quote both the permangnt 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 taxpayers,

(if) Taxpayers should 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 permanent account number and their re-
cords locator code, if any, in all their corres-
pondence with the Department and all the
papers, statements, declarations, documents, etc.,
submitted to the Department, In the early
stages, taxpayers may also be advised to quote
their old General Index Register numbers along
with their permanent account numbers.



(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 permanent account numbers to
facilitate collection, collation and dissemina-
tion of information, 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, the persons submitting the returns may
be required to furnish the account numbers of
the persons in respect of whom the informa-
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 numbers may be
required to be quoted on specified documents
which will help the Department to spot new
assessees and to tackle evasion of tax. The scope
for prescribing such requirement is very wide,
but in the interest of administrative 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) Opening 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 typés. 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;

291

(b) Applications for industrial licences;

(¢) Tenders for contracts for supply, con-
struction, etc.,, and auction bids;

(d) Documents relating

to mining leases
and concessions;

(¢) Applications for registration of firms
or incorporation of companies;

(f) Agreements, vouchers/receipts relating
to payment of commission, fees, broker-
age, etc.;

(8) Licences for taxi permits, passenger
and goods transport route permits,
licences for hotels, restaurants, cinema
houses, etc,;

(b) Applications for registration of profes-
sional men—doctors, lawyers, accoun-
tants, architects and others;-

(i) Applications for telephone connections;

(i) Applications for housing plots, built
houses or flats in housing schemes;

(k) Documents such as contracts, agree-
ments, etc, relating to sale, purchase
or hire or lease of movable roperties,
or lease or construction of immovable
properties;

() Applications for new issue of shares,
debentures and securities;

(m) Applications for purchase of exempt
certificates/bonds, ¢.g., National Savings
Certificates, Units of Unit Trust of
India, etc.;

(n) Proposals for life insurance;

(0) Applications for loans from LIC,
financia] institutions, etc.;

P Documc_nts relating to trusts, wills and
other dispositions;

(q) Claiming lottery or race winnings;

(r) Applications for licences for television
scts and fire-arms and applications for
motor vehicle registration, etc.;

(s) Applications for passports  (working
class emigrants may be excluded);

(t) Booking of goods by rail oy road,



ANNEXURE ‘A’

Form of application for permanent account number
Form A—For individuals
1. Full name,

Address—Residence,
Office /business.

Father’s name/husband’s name in_ full.

o

Age.
Sex.

S o w

(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: , A ‘ Signature of applicant
Place
Introduced by
Name Permanent Account
Number

Signature

(For office use only)

Enquiry report. . o :
Date: _ , - Signgture of Officer

Account number allotted =~

N [

Date: ‘ Signature and designation of
allotting officer
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ACKNOWLEDGEMENT
Received application for allotment of permanent account number from Shri/Smt——ou -

Date of receipt of application

Call on Signature of Receiving Officer
Important—Please read carefully the following . 2. Obtaining an account number on the
notes: heo basis of false information or obtaine
ing a fresh number when the appli-
Nore—I1. This form should be filled up only . . «ant has already been allotted 2a
when the person secking allotment -~ number earlier is an offence punish-
of account number is not an existing able under section - ' of
income-tax assessee or refundee, ' - the Income-tax Act, 1961.
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Form of application for permanent account number
Form B—For persons other than:individuals

1

Name of the applicant.
Address of principal office.

Date of constitution/registration.
(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 hag already
been filled and if so where.

Ao o e

T hereby declare that the applicant has not previously _ai)plied for nor has been allotted a

permanent account number,

Date:
Place:
Intreduced by
Name . Permanent Account

Number

Signature

Signature

{(For office use only)

Enquiry report

Signature of Oﬂic.er

Date:

Account number allotted

Date: Signature and designation of
- allotting officer




208

ACKNOWLEDGEMENT

Received application for allotment of permanent account number from

Date of receipt of application

Call on Signature of Receiving Officer

Important—Please read carefully the following
notes:

Noie: 1. 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. The application should be signed, 3.
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 aduit
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, @ot being
a minor; and in the case of an asso-
ciation of persons, by any member
of the association or the principal
officer thereof.

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 iy an offence pun-
ishable under section ———— of
the Income-tax Act, 1961,



Permanent account number

ANNExURe ‘B’

National
Embhlem

GOVERNMENT OF INDiA
INCOME-TAX DEPARTMENT

Permanent Account Number Card
_Records locator code. -

NR{RN{ENNE

#*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) Office/business
b) Residence

Date:

| fSeal ‘

Signature and designation
of allotting officer. -

~

o he printed on Third foil only.
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Aumm ‘&

GOVERNMENT OF IND;A
INCOME TAX DEPARTMENT

National
Ewmblem

IDENTITY CARD
(for allotee of permanent account number)

Permanent
Account ' I l | l
Number
Name
Status )
Address’
Signature of Signature %
allottee Designation of
) : issuing
authority.

Beal

NoTE:—1. Where the allottee is a person
othc':rd than an individual the card should bcl:
signed by the manager, partner or principa
officer wlose name and designation should be
given in block capitals below.

2. This card should be produced whenever so
demanded by an income-tax authority or by
any other person authorised in this behalf or
by a person with whom the allottee proposes
to enter into a transaction as speci in the

Scheme, 1971. Failure to do so
is an offence punishable under section
of the Income-tax Act, 1961.
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ANNEXURE ‘D’
INTIMATION OF TRANSFER

1. Name of the assessee

2. Statug

3. Address

4, Permanent account number : | ‘ l

5. Circle/State from which transferred l l I l | l I ’

6. Cirde/State to which transferred.

Date: ’ Sigrature and designdtion

: of officer transferring

the case

Copy to: '

(i) Assessee
(if) Special Investigation Branch (2 copies)
(iii Circle Office to which transferred.
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Annexure ‘B’ .
INTIMATION OF RECEIPT OF RECORDS
Name of assessee

Status
Address

90 P

Permanent account number l l ‘ \ l ; l \ | i

5. Present location—
Circle:

Ward:

6. Records locator code allotted

Date: ) Signature and designation
of officer receiving the
records
-Copy to:
(i) Assessee - '

(ii) Circle Office from where transferred

(iii) Special Investigation Branch (Where the
case is transterred from one Commis-
sioner’s charge to another, copies will be

. sent to both the Special Investigation
Branches).
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1. Statement of assets and liabilities

As at the Asat the

beginning  end of
of the the
acooun-  accoun-
ting year ting
year
Rs. Rs.
A. Immovable property
(i} Land including agrioultural land
at cost (Mention area and lo-
cation)
(i) House property at cost, inoluding
cost of improvemont and exten-
sions (Mention location and House
number)
Total of ‘A’
B.' Movable property
(i) Cash~
(i) 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, savings corti-
ficates, Units of unit Trust, ete.
at cost
(v) Bullion and jewellery at cost
(approx)
(vi) Cost of household artioles (app-
TOX).
(vii) Vehioles at cost.
Total of ‘B’
C. Liabilities
(i) Loans (Give details)]
(ii) Sundry creditors
- Total of ‘C’
Net worth (A plus B minus C)
CclI c11

Norn: In a case whore regular books of account are main-
tained, details of only those assets and liabilities should be
given whioh are not included in the balance-sheet.

APPENDIX
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L Reconciliation

vii
1L

i

Statement of outgoings during the year
Rs.

1. Life insurance premia and Provident Fund
contributions

2. Purchase of assets such as car, Frig, furniture
ete., conting individually morethan Rs. 1,000

. Gifts and donations in excess of Rs. 200
- Rent of residential premises

. Electricity, water and telephone bills

. Natursof sonveyanco and expenditure thercon

. Wages of domestic servants

W 1T & &t o W

. Educational expenses
9.

10.
11, i
12. Other expenses including food, clothing ete.

Mediocal expenses
Travel and holiday expenses

Expenses on marriege

—————a e

Total ‘D’

Rs.
Differenos in net worth (C-II minus C-I)
Add outgoings during the year (D)
Total ‘E’
Income a8 per return _—
Invomings exmept from tax —_—
Total ‘F’

Reagons for the difference (E minus F)

Norm—Approximate figures in respect of items 5 to 12
WI;ﬁ ce.



Comparative chart

of officers and staff in the U.K. Inland Revenue and the Home

APPENDIX VIII

showing pay scales and allowances admissible to the different grades
Civil Service as on

I-1-1971: —
Grade Pay Grade Pay
N - S
Min. Max. Min, Max.
£ pa £pa
Inland Revenue Home Civil Service
Assistant Accountant General .. 4,045 4,555 Senior Chief Exeeutive Officer .. 4,045 4,656
Deputy Account General 5,015 5,640 Principal Executive Officer 5,016 5,640
Agsistant Collector 456 1,253 COlerical Officer . 456 1,253
Senior Assistant Collector 1,268 1,693 . .
Collestor .. . . 1,642 1.835 Clerical Officer/Higher Clerical Officer .
Collector, Higher Grade 1,082 2,302 Higher Clerical Officer 1,642 1,835
Senier Collector e . 2,249 2,763 Higher Executivo Qfficer 1,982 2,392
Regional Collector .. . .- 2,529 3,009 .
Principal Collector 3,258 3,873 Senior Staff Officer 2,249 2,763
Controller of Death Duties 6,750 Senior Executive Officer 2,629 3,099
Assistant Examiner/Examiner . , 741 2,392 Chief )
iof B .
[On oompletion: of 3 yoars’ approved Ser. ief Executive Officer 3,268 3,873
* vice, a special increase of £218 is awarded.
Affg;r”})o years, a second special increase Under Seorstary 6,760,
o is given to E i : " .
qualified gly e:xperi;;l;l;?l‘:ima;)villli:;lie Executive Officer/Higher Executive Officer 741 2,392
Senior Examiner . 2,629 3,000 Senior Executive Officer 2,629 3,099
Chief Examiner . 3,258 3,991 Chief Executive Officer 3,268 3,873
Solicitor of Inland Revenue ., 9,000 . '
Tax Officer .. .. .. .. 456 1,304 DoputySecrotary 9,000
[The slightly different nature of the work Clerical Officer
from that of Clerical Officers in the G?al;l— 4% 1253
~ eral Clerical Class is recognised by the Excoutive Officer 741 1,835
payment of upto £51 pa higher salary.] : ’
';.‘ax 0:;%1',f gxgher Grade ,, .. 741 1,835 As(s)ifsifiant Principal—Higher Executive
eotor of Taxes .. - .. 1175 cer .. . . 1,162
[Rls}:)vgances totallingl£342 paid for passing - 17 2,134 . . 10 2302
g‘ll'ghrﬁninnry and second examination. Se'gg{ Executive Officer—Chief Exooutive
is figure is included in th i cer .. . .. .-
of £2.994] e maximum 2,629
Inspeotor, Higher Grade .. . 2,620 3,304 Chéféifef.“““"" Offioor—Sonior Executive
Senior Inspee'tor of Taxes .o .« 3,646 4,655 3 - h o B8 48
Prinoipal Inspector of Toxes .. . 505 540 Principal Executive Officer 5,016 5,640
Deputy Chief Inspector of Taxes 8,750 Under Secrotary . 8,750
Chief Inspestor of ,
peotor of Taxes 9,000 Deputy Seoretary 9,000

801



" APPENDIX IX

Collection and Accounting Procedures—Outline of a proposed scheme

>

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 payment 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, brariches of the
Reserve Bank/State Bank and treasuries trans-
acting Government business. Booklets of challan
forms may be issued on a small charge. The
booklet should contain notes for guidance in
the matter of filling up challans and payment
procedure. ,

2. Accounting procedure

(@) All' Income-tax offices situated in the
same city/town 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.colleétion 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 the chal-

802

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 “Ireasury’ 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 / Circles.

(d) Each District/Circle will 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
cnsure that every challan is entered in the re-
gister and that no challan is entered more than
once.

(¢) 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 responsible
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
challans and enter the date of postings in the
appropriate column in the challans. They will
also put their initials ‘against the relcvar_lt.‘eg-'
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 of
refunds adjusted against demand. They will
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 réconcilia-
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 all challans entered in the Daily
Collections Register have been posted in: the
Demand and Collections Register and that no
short credit, excess credit, or multiple credit
is allowed in the Demand and Collections 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/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. Half-yearly statement of accounts will be
prepared from the ledger card and sent to the
taxpayer. A proforma of the ledger card is
given im Annexure ‘C’. o

(k) The clerks maintaining the collection fol-
ders will send through the Supervisor of the
Collection Branch fortnightly reports of chal-
lans received, ted and ﬁled‘, to the Income-
tax Officer (Collection). A specimen form of the

report is given in Annexure D’

() In respect of advance tax, the notices of
demand wil] 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 in respect of
advance tax. The ?ostings 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 assessment 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 ocollection
scroll prepared in triplicate from bound books,
in the Collection Branch. The challans, with
the Daily Collections Register numbers duly en-
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-assessment tax payments on the basis
of the 'additional foils ofa 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
stamps:

3. Procedure in respect of misdirected and mis-
sing Challans

(a) All challans received in 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 triplicate from bound books and acknowledg-
ment obtained 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 reconkile 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 maintained by the
Collection Branch and the Bank/Treasury
scrolls in 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 or the
Bank /Treasury scroll, further steps will have
to be taken for verification with the Bank /Trea-
sury direct. ‘

A register will also be maintained for cases
where verification has to be done, and appro-
riate entries made when verification is actual-
y done, Audit should carry out a percentage
check of such cases.

4. Procedure for reconciliation of advance tax/
self-assessment tax with amount given cre-
dit on regular assessment

(a) The Demand and Collections Register for
advance tax contains 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 dates of refund. But this alone
does not provide the over-all reconciliation of
advance tax paid with the amounts 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 handling three registers and to pro-
vide a proper 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 ‘arrears
section’ incorporating the unadjusted
entries of the two earlier financial
years. The entries in the Demand and
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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 tax 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-
lating to current 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 vyear, 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 difference between the total of un-
-adjusted amounts as at the beginning
of the year and the adjustments/re-
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 alo pro-
vide ~an 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-assessment tax paid in any year
with the amounts given credit therefor in the
assessments made in the same or the foliowing
years, ,



ANNEXURE ‘A’

Advance tax-

Self-assessment tax

Regulay demangd

CHALLAN FOR PAYMENT OF INCOME- TAX

First Foil—Receipt for the taxpayer
(To be filled in by the taxpayer)

1. Permanent account number.......... rriaeenes

o

Records locator code..................

v (-]
Z
&
2
o
=]
=
=+
&
<
ae]
)
~
o
=

=t
—
2
(o]
g
0
-~
<]
”
9]
B
o
o
o
Z
=
2]
-
[g]
o
o
w
[
&2
5]
=%

. Assessment year........... e U

Classification. . o.eeueeeneerrensseeeneens

-1

8. Amount paid. B -

Income-tax vo Rsivin

Surcharge e Rsnee

Total cee RSeen e,
(Total in words: Rupees.........cooerorrrnninn. ) -

Paid in cash /cheque No.......... on (bank).........

Date:  Sigriature........ e,
o (Name in block capltals)

(For use in Bank/Treasury)
Challan NUMDBEL. .cveiiriniinniierisiinerniaeas

Number and date of entry M,
income-tax register.

Treasury/Bank Stamp

® . “ Name/location
date

) Received payment

Treasurer

N
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Advance tax

Self-asqessment tax

Regular demand

| O .

13
|

CHALLAN FOR PAYMENT OF INCOME-TAX

- ~  Second Foil—Additional copy for taxpayer
(To be filled in by the taxpayer)

1. Permanent account number...................
2. Records locator code..................
3. D.CR. number, ......ccceevnnnns
4. Name of taxpayer.................... peserraninae
AQAIEss. ...c.ueeveeneerenaereeeeeeeeeraneseenrens '
5. Income-tax Circle where assessed.......cun.... .
6. Assessment year............... U
7. Classification.............. UUTUIUOIIN
8. Amount paid.
Income-tax S TN
Surcharge s RS,
Total e Ruviarrenenans .
(Total in words: Rupees..............coveees )
Paid in cash /cheque No.......... on (bank).........
Date: : ‘ Signature........ccouevennes tereranne.n.
(Name in block capitals)
. - (For use in Bank/Treasury) (For- use in Income-tax Office)
Challan number.........c.ccoviiiiinnnis
Number and date of entry............cooeiviivinnnns 1. Verification with original
in income-tax register,
VERIFIED
- . - , {Rubber stamp)
" Treasury/Bank Name/ 2. Where original is not traceable
Stamp location _Serial No./date,
Date ‘ in Daily Collections
ReEgiSter cumeieirnaiiiiansneronnianeanses
. : L J
Copy of receipt . Serial number/date
in Bank/Treasury
scrolli .. iieiieeiiianns . ,
Treasurer
‘ Signature of Supervisor
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Advance tax i ‘

"Self-assessment tax

| Regular demand

CHALLAN FOR PAYMENT OF INCOME-TAX

s/
Third foil—To be returned to Income tax officer
(To be filled in by the taxpayer)

v

1. Permanent account NUMDET..e.co...ccoreveees
2. Records locator code...ccoeviceamennes
3. D.C.R, number,  ....c.occeriineneen
4. Name of taXPRYEI.....cooilivecnermenransenaneonnns
AdAress...ooevireeenenioiinivirecrssssnens cesertecs
i
5. Income-tax Circle where assess¢d..\. ............ . .
6. Assessment L3 S T Ir
7. Classification.............. areterareares e
8. Amount paid. -
Income-tax e R8aeenseld eeriennanens
Surcharge SR £ 3. PP
Total o RSeieeienans
(Total in words: Rupees.........cccceveinneensl)
Paid in cash/cheque No.......... on (bank).........
Date: — , Signature......... prersiineisaerennay.,
(Name in block capitals)
(For use in Bank/Treasury) (For use in the Income-tax Office)
Challan NO . cotvieiiiiiritierennnnss ) Serial Number
Number and date of in Daily Collec-
entry in income-tax tions Register......... weverereerarrtianes vereane ceavrane .
11720 £ O ,
Date of posting
g;gisusré/m "in Damand and
P Collections
) Name/ - Register........c.on rerveeas Py S irsaiene
location
Date
Treasurer Treasury Accountant Signature of clerk......cc.ovvveiitenicininiiienann..., .
Treasury Officer
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Advanc_e tax

Self-assessment tux |

Regular demangd ;

AN
CHALLAN FOR PAYMENT OF INCOME-TAX
. Fourth foil—To be retained by Treasury
(To be filled in by the taxpayer)

1. Permanent account number...............ceieven
2. Records locator code..................
3. D.CR. number.,........ cervea 9
4. Name of taxpayer............c.cceevurevvevieninennns

Address .............................................
5. Income-tax .Circle where assessed...........
6. ASSESSHIENT YEAT....eeviiivineiniraes..iannes teeren
7. Classification............c...... vrereees

8. Amount paid.

Income-tax veo Rsiniiiininne,
Surcharge . ... Rseiin.
Total o ) T rayeaerns
(Total in words: Rupees...........c...... evees)
Paid in cash/cheque No.......... on (bank).........
Signature........oocvveeeiiinereeennn,.,

Date; ' ’
: : (Name in block capitals)

(For use in Bank [Treasury)

Challan number......ccivicierinnnnoiorecesacacnsemscsosans

Number and date of entry
I L11COME-TAX TeGISLEr . iiierareearaicresesanrareasasenns

. Treasury/Bank Stamp
Name/
location

Date

Treasurer Treasury Accountant

Treasury Officer. .



ANNEXURE ‘B’
DEMAND AND COLLECTIONS REGISTER FOR ASSESSEES - OTHER THAN

COMPANIES -
Index Name and. Total - DEMAND
Number address of Ingome
assesses T
Serial Income-tax | Income-tax | Surcharge Interest’
No. on Union | on other
. emoluments| inocome
Assessment | Status and Date of . Total
year oategory - Asstt, Bpecial Seo. Amount -
order Surcharge
1 2 3 ¢ 5 6 8 s | 10
- - ’
Ba, Ba, Rs. Res. Ra,

TOTAL AT THE END OF st quarter:

2nd quarter

3rd quarcter

4th quarter

809
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BRE-ASSESSMENT COLLECTIONS NET DEMAND PAYABLE/REFUNDABLE

Advance tax \ Self-assessment tax | Interest payable

Date of -
. T.T. on 1.T. on 8.C. service
IT.on | Surcharge| LT, on |Surcharge by Government Union other |——— of De-
other |——a——— other Total | emolu- | incomes |[Spl. 8.C.| Total | mand
jncome | Spl. C.C. | income | Spl. 8.C. Seo. | Amount ments notice
11 . 12 13 14 16 16 17 18 19 20 21 22
Res Ra. Rs R Rs. Rs. Re. Ra. Res. Ra.




811

P

VARIATION IN DEMAND POST ASSESSMENT COLLECTIONS Balance payable at end of
REFUND ) quarter
Resultant ’
Page Pluia | Minus | Demrand [LT.on | LT.on S.C Date
ref. + — Union | other j———— of st 2nd | 3rd | 4th
Emolu-{ income | Spl. |Intercst| Total pay-
ments S.C. ment
23 24 26 26 27 28 29 30 31 32 33 34 35 36

Rs. Rs, Rs. Rs. Rs Rs. Rs. Re, Rs. Ra. Rs. Rs.
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Number and Interest uja 220 DEMAND, PENALTIES | COLLECTION
date of refund AND OTHER ITEMS Serial
vouoher if No. of
refunded or , ‘ asati. |D emand|Remarks
number and | Period | Amount | Amount| Date | Section | Amount| Dateof |Amount|Date | forms | held in
date of payable | collect- of the order sent to [abeyance

adjustment ed Aot Statis- | ifany
memo, if Date of tical
transferred service of Branch
to any other notice of

1head demand

37 38 39 40 41 42 43 44 45 46 47 48 49
Rs. Rs Rs. Rs, Rs.




ANNEXURE ‘C’

Personal Ledger Account
Name of the assessee............ feadeenien Distt./Circle and Ward............ v ddorsteavnes
Telephone No......... crvnaee e Permanent Account NO.....o.deeviiensricriiian.

Address ...... vewnrrans evereeeatesrenens -

Current Demands, Collections and Adjustments During Financial Year.....a....ecvirerer

Credit
AY. D.C.R. No. | Nature of demand Debit Due date : Date Remarks
Cash Adjustment

818



314

Arrear Demands, Collections and Adjustments

AY.

D.C.R. No.

Nature of demand

Debhit:

Due date

Credit

Cash

Adjustment

Date

Remarks




o

ANNEXURE ‘D'

FORTNIGHTLY REPORT REGARDING CHALLANS

. (To be sent by the Collection Branch)
Fortnight ended.......c.oociensiiis .

No. of challans brought forward from the
last fortnight (i.e.. item 5 of preceding fort-
nightly report).

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 from last fort-
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 in the collection
folders during the fortnight

10. Balance (8-9)

DA“ --------- sasceyeo Ve

Llszaznomu—c,mo-a-mz—alm

ols

Supervisor
Collection Branch



ANNEXURE ‘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 fortnighg

ot

5. Balance

6. No. of challans not placed in collection
folders, brought forward from last fort-
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 in the collection
folders during the fortnight

10. Balance (8—9)

Supervisor
Collection Branch

1./8252Dof R&T—4,000—17-8-72—GIPS 316
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