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This Re:port for .the -year ended March 2017 has been 

prepared for s~bmission to the President under Artide 151 of the 
I 

Constitution ofl~ndia. 
i 

The Re~ort contains significant results of the compHance 
I 

audit of the Qepartment of Revenue-Direct Taxes of the Union 

Government. 

The instances mentioned in this Report are those, which 
I 

came to notkelin tile course of test audit for the period 2016-17 as 

weH as those w
1

hicll came to notice in earlier years but could not be 

reported in the previous Audit Reports; instances relating to the 
I . 

period subseqyent to 2016-17 have also been included, wherever 
I 

necessary. 

The audit has been conducted in conformity with the 
I 

Auditing Stand~rds issued by the Comptroller and Auditor General 

of India. ' 
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Highlights 

The Comptroller and Auditor General of India conducts the audit of receipts 

of the Union Government under section 16 of the Comptroller Auditor 

General of India (Duties, Powers and Conditions of Service) Act, 1971. This 

Report primarily discusses compliance to the provisions of the Income Tax 

Act, 1961 and the associated rules, procedures, directives etc. as applied to 

all aspects related to the administration of direct taxes. The report is 

organised into seven chapters, the highlights of which are described below: 

Chapter I: Direct Taxes Administration 

Direct taxes receipts of Union Government in FY 2016-17 amounted 

to ~ 8,49,801 crore grew by 14.5 per cent over the FY 2015-16 

(~ 7,42,012 crore) . Direct Taxes represented 5.6 per cent of the GDP in 

FY 2016-17. Share of direct taxes in gross tax revenue decreased to 

49.5 per cent in FY 2016-17 from 51.0 per cent in FY 2015-16. 

Of the two major components of direct taxes, collections from Corporation 

Tax increased by 7.0 per cent, from ~ 4.53 lakh crore in FY 2015-16 to 

~ 4.85 lakh crore in FY 2016-17. Collections from Income Tax increased by 

21.5 per cent from ~ 2.80 lakh crore in FY 2015-16 to ~ 3.41 lakh crore in 

FY 2016-17. 

The number of non-corporate assessees increased from 3.98 crore in 

FY 2015-16 to 4.37 crore in FY 2016-17, registering an increase of 

9.8 per cent. The number of corporate assessees increased from 6.9 lakh in 

FY 2015-16 to 7.1 lakh in FY 2016-17, registering an increase of 3.6 percent. 

Out of total 9.2 lakh scrutiny assessment cases, the Income Tax Department 

had disposed off 4.0 lakh cases {44.0 per cent) in FY 2016-17. The disposal 

rate was 48.1 per cent last year. 

There has been significant reduction in the pendency of direct refund cases 

over the years from 28.9 per cent in FY 2012-13 to only 10.7 per cent in 

FY 2016-17. 

The arrears of demand increased from ~ 8.2 lakh crore in FY 2015-16 to 

~ 10.4 lakh crore in FY 2016-17. The Department indicated that more than 

98.6 per cent of uncollected demand would be difficult to recover. 

Number of appeals pending with CIT (Appeals) increased from 2.6 lakh in 

FY 2015-16 to 2.9 lakh in FY 2016-17. The amount locked up in these cases 

was ~ 6.1 lakh crore in FY 2016-17. The amount locked up at higher 

levels {!TAT/High Court/Supreme Court) increased from ~ 3.0 lakh crore 

{70,371 cases) in FY 2015-16 to~ 4.4 lakh crore (82,806 cases) in FY 2016-17. 

iii 
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Chapter II: Audit Mandate, Products and Impact 

During FY 2015-16, the ITD had completed 2.57 lakh scrutiny assessments in 

the units audited as per the audit plan of FY 2016-17, out of which we 

checked 2.39 lakh cases. Apart from this, we have also audited 0.30 lakh 

cases completed in the earlier financial years, during FY 2016-17. The 

incidence of errors in assessment checked in audit during FY 2016-17 was 

0.19 lakh cases (7.2 per cent, as against 7.3 per cent last year). 

There has been persistent and pervasive irregularities in respect of 

corporation tax and income tax assessments cases over the years. 

Recurrence of such irregularities, despite being pointed out repeatedly in the 

earlier Audit Reports points to structural weaknesses on the part of 

Department as well as the absence of appropriate institutional mechanisms 

to address this. Such irregularities were particularly noticeable in the 

assessment charges in Maharashtra and Delhi. 

Th is Report includes only 457 high value cases reported to the Ministry. Out 

of these, we received replies in respect of 269 cases as on 31 October 2017, 

of which, 243 cases {90.3 per cent) were accepted and 26 cases not accepted. 

In remaining cases the Ministry/ ITD did not furnish replies. These do not 

include the cases described in Chapters V and VI, relating respectively to 

fictitious demands during scrutiny assessments and bogus transactions by 

assessees, noticed in audit. Besides, the Report also discusses one subject 

specific compliance audit on 'The Appeal process in Income Tax Department' 

which has been included in Chapter VII. 

In the last five years, the ITD recovered~ 4,951.51 crore from demands raised to 

rectify the errors in assessments that we had pointed out. There are 49,436 

cases involving revenue effect of ~ 0.87 lakh crore pointed in audit which are 

remaining unsettled as of 31 March 2017 for want of replies from the ITD. 

During FY 2016-17, 2,243 cases with tax effect of~ 1,637.81 crore became 

time-barred for initiating any remedial action. 

Chapter Ill: Corporation Tax 

We pointed out 320 high value cases pertaining to corporation tax with tax 

effect of~ 3,850.86 crore. We classified these cases in four broad categories, 

viz. (1) quality of assessments involving tax effect of~ 625.73 crore {99 cases); 

(2) administration of tax concessions/exemptions/deductions involving tax 

effect of~ 1,789.22 crore {150 cases); {3) income escaping assessments due to 

omissions involving tax effect of~ 989.83 crore (31 cases); and (4) over-charge 

of tax/interest involving~ 446.08 crore (40 cases). 

iv 
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Chapter IV: Income Tax and Wealth Tax 

We pointed out 131 high value cases of income tax with tax effect of 

~ 335.53 crore and six cases of wealth tax with tax effect of~ 0.46 crore. We 

classified these cases in the above fou r broad categories as follows: 

(1) quality of assessments involving tax effect of~ 217.93 crore (69 cases); 

(2) administration of t ax concessions/exemptions/deductions involving tax 

effect of~ 78.19 crore (35 cases); (3) income escaping assessments due to 

omissions involving tax effect of~ 18.61 crore (17 cases); and (4) over charge 

of tax/ interest involving~ 21.26 crore (16 cases). 

Chapter V: Fictitious demands during scrutiny assessments 

We pointed out that the ITD had raised exaggerat ed demands to achieve its 

revenue collection targets by resort ing to methods that were irregular and 

unwarranted. The demands so collected were refunded in t he next financial 

year along with the interest under section 244A, which eventually put a 

heavy burden on the exchequer in the form of avoidable interest paid on 

refunds. 

Chapter VI: Bogus transactions by assessees 

We pointed out that ITD did not adopt a uniform approach to deal with the 

cases of fictitious donations or bogus purchases. The AOs did not take 

cognizance of reports of the Investigation Wing and failed to initiate 

necessary follow up actions by disallowing the amounts of the fictitious 

donations or bogus purchases which resulted in loss of revenue. 

Chapter VII: The Appeal Process in Income Tax Department 

We audited 17,097 appeal cases produced by the ITD and found irregularities 

in 2,203 cases involving tax effect of ~ 549.56 crore related to non

compliance of the provisions of the Act/Ru les/CBDT circulars etc. Such 

irregularities accounted for more than 12 per cent of total cases audited. 

We pointed out admission of appeals by the CIT (Appeals) ignoring the 

precondition of payment of tax by the assessee, besides pointing out other 

violations of rules noticed. 

In implementation of appellate orders, we noticed mistakes in giving effect to 

the appellate orders on account of non-consideration of the refund already 

issued to the assessee, short/non levy of the interest etc. There were delays in 

implementation of appel late orde rs which resulted in avoidable payment of 

interest under section 244A to the assessee. We also came across cases where 

the appellate authorities gave decisions in favour of revenue, but no action 

was taken by the ITD to implement the Appellate orders resu lting in unrealised 

revenues. 

v 
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Chapter I 

Direct Taxes Administration 

1.1 Resources of the Union Government 

1.1.1 The Government of India's resources include al l revenues received by the 

Union Government, al l loans raised by issue of treasury bil ls, internal and 

external loans and all moneys rece ived by the Government in repayment of 

loans. Tax revenue resources of the Union Government consist of revenue 

receipts from direct and indirect taxes. Table 1.1 below shows t he summary of 

resources of the Union Government fo r the Financial Year (FY) 2016-17 and 

FY 2015-16. The figures of Union Finance Accounts for the FY 2016-17 are 

provisiona l. 

Table 1.1: Resources of the Union Government (~in crore) 

FY 2016-17 FY 2015-16 

A. Total Revenue Receipts 22,23,988 19,42,353 
Direct Taxes Receipts 8,49,801 7,42,012 

ii. Indirect Taxes Receipts including other taxes' 8,66,167 7,13,879 

iii. Nan-Tax Receipts 5,06,721 4,84,581 

iv. Grants-in-aid & contributions 1,299 1,881 

B. Miscellaneous Capital Receipts2 47,743 42,132 

C. Recovery of Loan & Advances3 40,971 41,878 

D. Public Debt Receipt s4 61,34,137 43,16,950 

Receipts of Government of India (A+B+C+D) 84,46,839 63,43,313 

Source: Union Finance Accounts of respect ive years. Direct Tax receipts and Indirect tax receipts including other 

taxes have been worked out from the Union Finance Accounts. Total Revenue Receipts include~ 6,08,000 crore in 

FY 2016-17 and~ 5,06,193 crore in FY 2015-16, share of net proceeds of direct and indirect taxes directly assigned 

to states. 

1.1.2 The revenue receipts contributed 26.3 per cent in total receipts of 

t he Government of Ind ia and share of Direct Taxes was 10.1 per cent in 

FY 2016-17 . Direct Taxes accounted for 38.2 per cent of total revenue receipts 

in FY 2016-17, growing by 14 .5 per cent over the last year's receipts. 

1.2 Nature of Direct Taxes 

1.2.1 Direct taxes levied by the Pa rli ament mainly comprise, 

i. Corporation Tax levied on income of t he companies; 

ii. Income Tax levied on income of persons (other than com panies); 

iii. Other direct taxes including Securities Transactions Tax5, Wealth Tax6 

etc. 

1 Indirect taxes levied on goods and services such as customs duty, excise duty, service tax etc.; 
2 This comprises of value of bonus share, disinvestment of public sector and other undertakings and other receipts; 
3 Recovery of loans and advances made by the Union Government; 
4 Borrowing by the Government of India internally as well as externally; 
5 Tax on the value of taxable securities purchased and sold t hrough a recognized stock exchange in India. However, 

no rebate under sect ion 88E is allowable with effect from Assessment Year 2009-10. 
6 Tax chargeable on the net wealth comprises certain assets specified under section 2(ea) of the Wealth Tax Act, 

1957. The Wealth Tax has been abolished through Finance Act, 2015. 

1 
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1.2.2 Table 1.2 provides a snapshot of direct taxes administration. 

Table 1.2: Direct Taxes Administration 

2012-13 2013-14 2014-15 2015-16 2016-17 

~in crore 

1. Direct taxes collection 5,58,989 6,38,596 6,95,792 7,42,012 8,49,801 

a. Corporation Tax 3,56,326 3,94,678 4,28,925 4,53,228 4,84,924 

b. Income Tax 1,96,843 2,37,870 2,58,374 2,80,390 3,40,592 

c. Other Direct Tax 5,820 6,048 8,493 8,394 24,285 

2. Refunds 83,766 89,060 1,12,163 1,22,596 1,62,582 

3. Interest on refunds 6,666 6,598 5,332 6,886 10,312 

Number in lakh 

4. Actual returns filed by 

a. Non-corporate Assessees 367.9 304.0 360.6 398.0 436.9 

b. Corporate Assessees 5.9 6.4 6.8 6.9 7.1 

5. Scrutiny assessments completed 3.1 2.9 5.4 3.4 4.0 

6. Scrutiny assessments pending 2.9 4.1 4.9 3.7 5.2 

7. Non-scrutiny assessments processed 170.5 175.4 125.6 176.2 215.8 

8. Officers on assessment duty (in No.) 3,657 4,033 5,159 5,079 5,257 

9. Revenue expenditure (~in crore) 3,334 3,687 4,148 4,689 5,623 
Source: SI. no. 1 and 9 - Union Finance Accounts; SI. no. 2 - Pr. CCA, CBDT, SI. no. 3 to 8 - Pr. Directorate General of 
Income Tax (Admn. & Tax Payers Services), Research & Statistics Wing 

The average number of scrutiny assessment completed by assessing officer 

ranged from 67 to 105 during the last five years, the number being 76 during FY 

2016-17. 

1.2.3 Table 1.3 below gives the detai ls of non-corporate assessees in 
different categories of income. 

Table 1.3: Non-Corporate Assessees (Figures in lakh) 

Financial Year A1 818 8 29 cio on Total 

2012-13 276.13 58.21 23.94 6.59 3.00 367.87 
2013-14 117.23 135.79 34.24 16.72 0.05 304.03 
2014-15 76.32 216.31 46.11 21.80 0.01 360.55 
2015-16 55.93 264.47 52.94 24.69 0.01 398.04 
2016-17 54.17 290.16 61.85 30.69 0.02 436.89 
Source: Pr. Directorate General of Income Tax (Admn. & Tax Payers Services), Research & Statist ics Wing. These 

figures are based on actual returns filed during the respective year. 

The number of non-corporate assessees registered an increase of 9.8 per cent in 

FY 2016-17 in comparison to increase of 10.4 per cent in FY 2015-16. As can be 

seen from the Table 1.3 above and Chart 1.1, there has been increase of 

16.8 per cent and 24.3 per cent in Category ' B2' and Category 'C' during 

FY 2016-17 in comparison to FY 2015-16. However, the increases in both the 

7 Category 'A' assessees -Assessments w ith income/loss below~ two lakh; 
8 Category '81' assessees (lower income group) - Assessments with income/loss above r two lakh and above; 

but below~ five lakh; 

9 Category '82' assessees (higher income group) - Assessments with income/loss above ~ five lakh and above; but 
below~ 10 lakh; 

10 Category 'C' assessees - Assessments with income/loss of~ 10 lakh and above; 
11 Category 'D' assessees - Search and seizure assessments; 

2 
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categories were 14.8 per cent and 13.3 per cent during FY 2015-16 in 

comparison to the previous year. 

Chart 1.1 : Income-wise details of Non-Corporate Assessees 

300 
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:c 200 ,,,,. 
..!!! 
.: 
"' 150 ~ 
;, 
.~ 
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0 
Category A Category Bl Category 82 Category C Category D 
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1.2.4 Table 1.4 below gives the details of corporate assessees belonging to 
the different categories of income. 

Financial 

Year 

2012-13 

2013-14 

2014-15 

2015-16 

2016-17 

Table 1.4: Corporate Assessees 
8 214 

3.05 0.97 0.83 

4.14 0.89 0.31 

3.20 1.51 0.48 

3.08 1.59 0.50 

3.14 1.65 0.53 

c1s 0 16 

1.02 0.03 

1.01 0.01 

1.56 o.oo• 
1.71 0.00" 

1.81 0.00# 

Total 

5.90 

6.36 

6.75 

6.88 

7.13 

Assessees 

having income 

above 

~ 25 lakh 

0.14 

0.65 

0.69 

0.76 

1.44 

(Figures in lakh) 

Working 

companies as 

per Roe as on 

31st March 

8.84 

9.52 

10.16 

10.82 

11.11 
Source: Pr. Directorate General of Income Tax (Admn. & Tax Payers Services}, Research & Statistics Wing. These 

figures are based on actual returns filed during the respective year. 

* 256 assessees; A 337 assessees, II 134 assessees 

The corporate assessees registered an increase of 3.6 per cent in FY 2016-17 in 

comparison to increase of 1.9 per cent in FY 2015-16. As can be seen from the 

Table 1.4 above and Chart 1.2 below, there have been marginal increases in 

the number of assessees in all categories during FY 2016-17. 

12 Category 'A' assessees - Assessments with income/loss below~ 50,000; 
13 Category '81' assessees (lower income group) - Assessments with income/loss of ~ 50,000 and above; but 

below~ five lakh; 
14 Category '82' assessees (higher income group) - Assessments with income/loss above ~ five lakh and above; but 

below~ 10 lakh; 
15 Category 'C' assessees - Assessments with income/loss of~ 10 lakh and above; 
16 Category 'O' assessees - Search and seizu re assessments; 

3 
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Chart 1.2 : Income-wise details of Corporate Assessees 

category A Category Bl category 82 category C category D 

--FY 2012-13 -- FY 2013-14 FY 2014-15 --FY 2015-16 --FY 2016-17 

1.2.5 A comparison of the figure on total working companies as per the 

Registrar of Companies {R0Cs)17 data with the total filers as per the ITD would 

suggest that ensuring compliance by indentifying non-filers has not been 

effective. As in FY 2015-16, there were 10.82 lakh companies registered with 

ROC, against which it is observed that in FY 2016-17, 7.13 lakh companies only 

filed income tax returns. Though al l working companies {whether profit earning 

or loss incurring) are required by the provision of the Income Tax Act, 1961, 

to f ile their return of income, 34.1 per cent of such working companies in 

FY 2015-16 did not file their returns of income. 

1.3 Functions and responsibilities of the CBDT 

1.3.1 The Central Board of Direct Taxes {CBDT) under the Department of 

Revenue {DOR) in the Ministry of Finance provides essential inputs for policy 

and planning in respect of direct taxes in India. At the sa me time, it is also 

respons ible for administration of direct taxes laws through Income Tax 

Department {ITD). ITD deals with matters relating to levy and collection of 

direct taxes and the issues of tax evasion, revenue intell igence, widening of 

tax-base, providing tax payers services, grievance red ressal mechanism etc. 

1.3.2 As on 31 March 2016, the overall staff strength and working strength of 

the ITD is 78,552 and 45,045 respectively. The sanctioned and working 

strength of the officers18 is 11,052 and 9,200 respectively. The revenue 

expenditure for the year 2016-17 is~ 5,623 crore19. 

1.4 Budgeting of Direct Taxation 

1.4.1 The Budget reflects t he Government's vision and intent. The revenue 

budget consists of the revenue receipts of the Government {tax revenues and 

ot her revenues). Comparison of budget estimates w ith the corresponding 

17 Source: Ministry of Corporate Affairs, Statistics Division, New Delhi. 
18 Pr. CCIT/Pr. DGIT, CCIT/DGIT, Pr. CIT/Pr. DIT, CIT/DIT, Addi. CIT/Addi. DIT/ JCIT/JDIT, DCIT/DDIT/ACIT/ADIT and 

ITOs. 
19 Union Finance Accounts for FY 2016-17. 

4 
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actuals is an indicator of quality of fiscal management. Actuals may differ from 

the estimates because of unant icipated and random external events or 

methodological inadequacies or unrea listic assumptions about critical 

parameters. 

1.4.2 Table 1.5 below shows the details of Budget Estimates {BE}, Revised 

Estimates (RE) and Actual collection of Direct Taxes during FYs from 2012-13 to 

FY 2016-17. 

Table 1.5: Budget Estimates, Revised Estimates vis-a-vis Actual (~in crore) 

Financial Budget Revised Actual Actual Actual Difference Difference 

Year estimates estimates minus minus as percent as percent 

budget Revised of budget of Revised 

estimates estimates estimates estimates 

2012-13 5,70,257 5,65,835 5,58,989 (-) 11,268 (-) 6,846 (-) 2.0 (-) 1.2 

2013-14 6,68,109 6,36,318 6,38,596 (-) 29,513 2,278 (-) 4.4 0.4 

2014-15 7,36,221 7,05,628 6,95,792 (-) 40,429 (-) 9,836 (-) 5.5 (-) 1.4 

2015-16 7,97,995 7,52,021 7,42,012 (-) 55,983 (-) 10,009 (-)7.0 (-) 1.3 

2016-17 8,47,097 8,47,097 8,49,801 2,704 2,704 0.3 0.3 
Note: BE and RE figures are as per respect ive Receipts Budget and Actual are as per respective Finance Accounts 

1.4.3 The variation between RE and actual collection ranged from 

(-) 1.4 per cent to 0.3 per cent of RE whereas the varion between BE and 

actuals were much higher, as seen for the period from FY 2012-13 to 

FY 2016-17, indicating that t he budget est imat es, on which expenditure 

proposals were formu lated, were based on somewhat unrealistic assumptions, 

except fo r FY 2016-17 provisional f igures. 

1.5 Growth of Direct Taxes 

1.5.1 Table 1.6 below gives the relative growth of direct taxes {OT) with 

reference to Gross Tax Receipts20 {GTR) and Gross Domestic Products (GDP) 

during FY 2012-13 to FY 2016-17. 

Table 1.6: Growth of Direct Taxes (~in crore) 

Financial OT GTR OT asper GDP OT as per 

Year cent of GTR cent of GDP 

2012-13 5,58,989 10,36,460 53.9 99,88,540 5.6 

2013-14 6,38,596 11,38,996 56.1 1,13,45,056 5.6 

2014-15 6,95,792 12,45,135 55.9 1,25,41,208 5.5 

2015-16 7,42,012 14,55,891 51.0 1,35, 76,086 5.5 

2016-17 8,49,801 17,15,968 49.5 1,51,83, 709 5.6 
Source: OT and GTR - Union Finance Accounts, GDP-Central Statistical Office (CSO), Ministry of Statistics and 

Programme Implementation; GDP for FY 2016-17 - Press note released by CSO on 31 May 2017. The Figures of 

GDP are continually being revised by CSO. 

20 It includes all direct and indirect taxes. 

5 
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1.5.2 Though the DT increased by 14.5 per cent in FY 2016-17 as compared to 

FY 2015-16, there was marginal decrease (1.5 per cent) in the share of DT to GTR 

in FY 2016-17 as compared to FY 2015-16. This is because of growth of 

21.3 per cent in Indirect Taxes during FY 2016-17 as shown in Table 1.1. DT is 

5.6 percent of GDP during FY 2016-17, which has been constant over the years. 

1.5.3 Table 1.7 below gives the growth of direct taxes and its major 

components i.e. Corporation Tax (CT) and Income Tax (IT) during FY 2012-13 to 

FY 2016-17. 
Table 1.7: Growth of Direct Taxes and its major components (~in crore) 

Financial Direct Percent Corporation Percent Income Percent 

Year Taxes growth Tax growth Tax growth 

over over over 

previous previous previous 

year year year 

2012-13 5,58,989 13.2 3,56,326 10.4 1,96,843 19.6 

2013-14 6,38,596 14.2 3,94,678 10.8 2,37,870 20.8 

2014-15 6,95,792 9.0 4,28,925 8.7 2,58,374 8.6 

2015-16 7,42,012 6.6 4,53,228 5.7 2,80,390 8.5 

2016-17 8,49,801 14.5 4,84,924 7.0 3,40,592 21.5 

Source: Union Finance Accounts 

1.5.4 There was growth of 21.5 per cent in Income Tax as compared to 

growth of 7.0 per cent in Corporation Tax in FY 2016-17. 

1.5.5 There are different stages of direct taxes collection such as Tax 

deducted at source (TDS), advance tax, self assessment tax, and regular 

assessment tax in respect of both corporation and income tax. The pre

assessment co llection through TDS, advance tax and self assessment tax is 

indicative of voluntary compliance in the system. The collection of tax through 

regu lar assessment stage occurs post assessment. 

1.5.6 Table 1.8 below shows the collection of Coporation and Income Tax 
under different stages during FY 2012-13 to FY 2016-17. 

Table 1.8: Collection of Corporation and Income Tax ('°in crore) 

Financial TDS Advance Self Pre- Percentage Regular Other Total 

Year Tax assessment assessment of total Assessment receipts Collection 

tax collection pre· Tax (Col. 6+7 

(Col. 2 +3 assessment +8) 

+4) collection 

1. 2. 3. 4. s. 6. 7. 8. 9. 

2012-13 2,10,654 2,75,794 39,470 5,25,918 82.6 62,418 48,596 6,36,932 

2013-14 2,48,547 2,92,522 44,123 5,85,192 81.1 72,528 63,884 7,21,604 

2014-15 2,59,106 3,26,525 52,050 6,37,681 79.8 80,189 81,589 7,99,459 
2015-16 2,87,412 3,52,899 54,860 6,95,171 81.2 63,814 96,940 8,55,925 

2016-17 3,43,134 4,06,769 68,160 8,18,063 82.8 74,138 95,886 9,88,087 
Note: The above figures were received from the Pr. CCA, CBDT during the respective years. The other receipts 

includes surcharge and cess. The figures of collection comprises of refunds also. In FY 2016-17, there is a difference 

of~ 11.0 crore In collection of Corporation Tax and Income Tax as compared with the Union Finance Accounts. 
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1.5.7 The data of Tax deducted at source as shown in Table 1.8 indicates that 

the TDS has increased tot 3.4 lakh crore in FY 2016-17 from t 2.1 lakh crore in 

FY 2012-13, showing an increase of 62.9 per cent over the period from 

FY 2012-13 to FY 2016-17. There was increase of 72.7 per cent and 

47.5 per cent in Self-assessment Tax and Advance Tax respectively over the 

period. The TDS in respect of Corporate and Income tax was t 1,05,077 crore 

and t 2,38,057 crore, respectively for FY 2016-17 in comparison to 

t 94,061 crore and t 1,93,351 crore respective ly in FY 2015-16. 

1.6 Revenue impact of tax incentives 

1.6.1 The primary objective of any tax law and its administration is to raise 

reven ues for the purpose of funding government expenditure. The revenues 

rai sed are primari ly dependent upon the tax base and effective tax rate. The 

determinant of these two factors is a range of measures which includes special 

tax rates, exemptions, deductions, rebates, deferrals and credits. These 

measures are collectively called as "tax incentives or tax preferences". These 

are also referred as tax expenditure . 

1.6.2 The Income Tax Act, 1961, inter a/ia, provides for tax incentives to 

promote exports, balanced regiona l development, creation of infrastructure 

facilities, employment, rural development, scientific research and 

development, growt h of the cooperative sector and encourages savings by 

individuals and donations for charity. Most of these tax benefits can be availed 

of by both corporate and non-corporate taxpayers. 

1.6.3 The Union Receipt Budget depicts statement of revenue impact of 

major incentives on corporate taxpayers and non-corporate taxpayers based 

on returns filed electronically. Table 1.9 shows the revenue impact of major 

tax incentives for FY 2012-13 to FY 2016-17. 

Table 1.9: Revenue impact of tax incentives (~ in crore) 

Financial Total Revenue impact Revenue impact as per cent of 

Year of tax incentives GDP OT GTR 

2012-13 1,02,256 1.0 18.3 9.9 

2013-14 93,047 0.8 14.6 8.2 

2014-15 1,18,593 0.9 17.0 9.5 

2015-16 1,38,658 1.0 18.7 9.5 

2016-17 1,63,526 1.1 19.2 9.5 
Note: The figures of revenue impact of tax incentives are actuals except FY 2016-17 (projected) as per respective 

Receipt Budget. These do not cover Charitable Institutions. However, the amount applied by Charitable 

Institutions was t 2,67,534 crores in respect of 1,31,705 electronically filed returns till November 2016 as per 

Receipt Budget 2017-18. 

As reported in the Receipts Budget for the FY 2017-18, t he effective rate of 

corporation tax for t he FY 2015-16 was 28.24 per cent, as against the statutory 
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rates ranging from of 33.06 per cent to 34.6 per cent1 depending on the incomes 
. . . ! 

of the companies. t 

i 
1,6,4 The major tax incentives given were dedJctions under section 80C 

(worth ~ 55,299 crore in 2016-17), acce~erated de~reciation under section 32 

(~ 55,194), deduction of export profits to SEZ units under section lOA and 

lOAA (~ 20,914 crore), deductions to undertakings i~ generation/ transmission 

and distribution of power under section 801A (~ 12]591 crore), deductions for 
- - \ . 

scientific research under sections 35(1), (2AA) and (2AB) (~ 10,993 crore). 
i ,. 

1.15.5 The revenue impact of tax incentives has b~en increasing in absolute 

terms over the years (except FY 2013-14). The P~blic Accounts Committee 

(PAC) in their g7th Report (15th Lok Sabha) obs~rved, inter alia, that the 

Government needed to consider some measures to bhase out unwarranted tax 

exemptions/deductions. The Finance Minister in his Budget speech of 2015 
i 

had announced that exemption for corporate taxpa'lyers would be rationalized 

and removed. In pursuance of this, the Government, in order to rationalize the 

deductions, had reduced or abolished deductions! under section 35, 35AC, 
. I 

· 35AD, 35CCC, 35CCD, 801A, 80IAB and 80IB(9) through the Finance Act, 2016. 

I 

Jl..7 Widle1111all'llg of 1l:aix base I 
I 

1.7.1 The ITD lias different mechanisms availabl~ to enhance the assessee 
. I 

base which includes survey,· information sharing with other tax departments 

and third party information availab~e in annual info1rmation returns (Al Rs). In 

the Central Action Plan 2016-.lZ·ofYITD; key result[ areas for widening of tax 
i 

base are: I 

al• ACtion on non-PAN/invaiid PAN ···cases repo;rted in . AIR transactions 

disseminated by the Directorate of Systems in FYf 2015-16 and FY 2016-17; 
. . i .. 

lb. Non-filers of return identified by· .. the Diredoraite of Systems under No11-

fi~ers Monitoring System (NMS) cyde 1 (2013) :ii 12Ziakh; cyde 2 (2014) : 

22.1 ~akh; cycle 3 (2015) : 44.{)a~k~~:·&. cycle[ 4 (2016): 58.9 ~akh; and 
I . ' . . il ·;. I ; ~ ; - ' : -

subsequent NMS cycle: 67.5 lakh. I 

1.8 IDisposai~ of Scrntn1111y assessments 
I 

1Jt1 Chart 1.3 gives the trend of disposal of sc~utiny assessments during 

FY 2012-13 to fV 2016-17. 
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Chart 1.3: Disposal of scrutiny assessments 
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1.8.2 The numbers due for disposal of scrutiny assessment cases and the 

actual scrutiny assessment cases completed increased to 9.2 lak~. and 4.0 lakh 

respective ly in FY 2016-17 as compared to 7.0 lakh and 3.4 lakh respectively in 

FY 2015-16. Though the numbers for disposal of scrutiny assessment cases 

and the actual scrutiny assessment cases completed increased in absolute terms 

in FY 2016-17, in percentage, the disposal of scrutiny assessment cases in 

FY 2016-17 has decreased to 44.0 per cent as compared to 48.1 per cent in 

FY 2015-16. 

1.9 Disposal of Refund cases 

1.9.1 Table 1.10 gives the trend of disposal and pendency of direct refund 

cases during FY 2012-13 to FY 2016-17. 

Table 1.10: Disposal of Direct Refund Cases (Number in lakh) 

Financial Direct Refund cases Direct Refund Direct Refund Pendency in 

Year due for disposal cases disposed of cases pending percentage 

2012-13 38.8 27.6 11.2 28.9 

2013-14 34.5 25.7 8.8 25.5 

2014-15 31.5 22.6 8.9 28.1 

2015-16 38.9 33 .4 5.5 14.2 

2016-17 43.6 38.9 4.7 10.7 
Source: Pr. Directorate General o f Income Tax (Admn. & Tax Payers Services), Research & Statistics Wing 

1.9.2 It is seen that there has been significant reduction in pendency of direct 

refund cases over t he years. 

1.9.3 The Government has refunded ~ 1,62,582 crore which included interest 

of~ 10,312 crore (6.3 per cent) in FY 2016-17. The interest paid on refunds in 

FY 2015-16 was~ 6,886 crore {5.6 per cent) on~ 1,22,596 crore refunded during 

2015-16. 

9 



Report No. 40 of 2017 (Direct Toxes) 

1.10 Arrears of demand 

1.10.1 Table 1.11 gives the trend of arrears of demand pending during the 

period FY 2012-13 to FY 2016-17. 

Table 1.11: Arrears of Demand ('in crore) 

Financial Arrears of earlier Current year's Total arrears Demand difficult to 

Year year's demand demand of demand recover 

2012-13 4,09,456 76,724 4,86,180 4,66,854 

2013-14 4,80,066 95,274 5,75,340 5,52,538 

2014-15 5,68,724 1,31,424 7,00,148 6,73,032 

2015-16 6,67,855 1,56,356 8,24,211 8,02,256 

2016-17 7,33,229 3,11,459 10,14,688 10,29,725 
Source: Directorate of Income Tax (Organisation & Management Services), Demand & Collection report (CAP-1) for 

the month of March of respective FY 

1.10.2 Demand & Collection report for the month of March of respective FYs 

analysed various factors viz. no assets/inadequate assets for recovery, cases 

under liquidation/BIFR, assessees not traceable, demand stayed by Courts/ 

ITAT/IT authorities, TDS/prepaid taxes mismatch etc. leading to an estimation 

of the demands difficult to recover. These demands have been increasing year 

after year and accounted for 98.6 per cent of the total arrears of demands in 

FY 2016-17 as against 97.3 per cent in FY 2015-16. 

1.10.3 Defaults in payment of taxes are referred to the Tax Recovery Officers 

(TROs} who draw up a certificate specifying the amounts of arrears due from the 

assessees and then proceed to recover the amount. The certified demands 

remaining uncollected were increased to < 3.2 lakh crore in FY 2016-17 in 

comparison to < 2.4 lakh crore in FY 2015-16. TROs could dispose only 

5.6 per cent(< 19.1 crore) of the pending certified demands in FY 2016-17. The 

quarterly progress report on Tax Recovery officer's work for the quarter ending 

March 2017 as provided by Pr. Directorate General of Income Tax (Admn. & Tax 

Payers Services}, Research & Statistics Wing indicates the reasons as 'stayed by 

court/other authorities, pending from ITOs, cases of doubtful recovery and 

others'. 

1.11 Disposal of Appeal cases 

1.11.1 Table 1.12 gives the trend of disposal and pendency of appeal cases 

before CIT (Appeals) during FY 2012-13 to FY 2016-17. 

10 



= 

Report No. 40 of 2017 (Direct Taxes) 

Table 1.12: Disposal of Appeal Cases by CIT(A) 

Financial Appeal cases Appeal cases Appeal Pendencyin Amount locked 

Year due for disposed of cases percentage up in Appeal 

disposal pending cases 

(Number in lakh) (~ in crore) 

2012-13 2.84 0.85 1.99 70.1 2,59,556 

2013-14 3.03 0.88 2.15 71.0 2,87,444 

2014-15 3.06 0.74 2.32 75.8 3,83,797 

2015-16 3.53 0.94 2.59 73.3 5,16,250 

2016-17 4.08 1.18 2.90 71.1 6,11,227 
Source: Pr. Directorate General of Income Tax (Admn. & Tax Payers Services). Research & Statistics Wing 

1.11.2 As per the information provided by DGIT (Logistics, Research & 

Statistics), appeal cases decided by CIT (A) against the department were 

30 per cent, 27 per cent and 33 per cent during 2013-14, 2014-15 and 2015-16 

respectively (refer para 7.8.3, chart 7.1). The amount locked up in appeal 

cases with CIT (Appeals) is equivalent to 1.97 times of the revised revenue 

deficit of the Government of India in FY 2016-17 against 1.51 times of actual 

revenue deficit in FY 2015-16. 

1.11.3 Table 1.13 below gives the position of Appeals/Writs and other matters 

pend ing with the Income Tax Appellate Tribunals (ITATs)/High Courts and 

Supreme Court as on 31 March 2017. 

Table 1.13: Appeals/Writs and other matters pending with ITATs/High Courts/Supreme 

Court 

Authority with whom Cases pending Amount locked up 

pending (Numbers) (~in crore) 

ITATs 37,968 1,43,771 

High Courts 38,481 2,87,818 

Supreme Court 6,375 8,048 

Total 82,806 4,39,637 

Source: Pr. Directorate General of Income Tax (Admn. & Tax Payers Services), Research & Statistics Wing 

1.11.4 The amount locked up at higher levels (ITATs/High Courts/Supreme 

Court) increased to ~ 4.4 lakh crore (82,806 cases) as on 31 March 2017 in 

comparison to~ 3.0 lakh crore (70,371 cases) as on 31 March 2016. 

1.12 Search & Seizure and Survey 

The Search & se izure and survey are amongst the main evidence collecting 

mechanisms which are used in cases where credible information about tax 

evasion is in possess ion of the ITD. Table 1.14 below shows the details of 

search & seizure and survey conducted and the undisclosed income admitted/ 

detected during FY 2012-13 to FY 2016-17. 
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Table 1.14: Status of search & seizure and survey cases 

Financial Number of Undisclosed income Number of 
Year groups admitted survey 

searched conducted 

2012-13 422 10,292 4,630 
2013-14 569 10, 792 5,327 
2014-15 545 10,288 5,035 
2015-16 447 11,226 4,428 
2016-17 1,152 15,497 12,526 

Source: Investigat ion Wing, CBDT 

(~in crore) 

Undisclosed 
income 

detected 

19,337 
90,391 
12,820 

9,700 
13,716 

During FY 2016-17, undisclosed income admitted during search & seizure 

increased by 38.0 per cent and undisclosed income detected during survey 

increased by 41.4 per cent. 

1.13 Effectiveness of Internal Audit 

1.13.1 Internal audit is an important part of t he Departmenta l control that 

provides assurance that demands/refunds are processed accurately by the 

correct application of the provisions of t he Act. The internal audit of ITD 

completed audit of 1,80,110 cases in FY 2016-17 as against 1,78,793 cases 

audited in FY 2015-16. 

1.13.2 Table 1.15 shows details of int erna l audit observations raised, set t led 

and pending for each of the five years from FY 2012-13 to FY 2016-17: 

Table 1.15: Details of Internal audit observations (~in crore) 

Financial Opening balance Addition Settled Pending 

Year Cases Amount Cases Amount Cases Amount Cases Amount 

i 2012-13 34,563 9,278 18,275 4,135 16,626 2,736 36,212 10,677 

2013-14 36,212 10,677 14,423 8,951 26,322 8,610 24,313 11,018 
2014-15 20,834" 8,368 9,927 2,292 15,586 3,805 15,175 6,855 

2015-16 19,137" 8,023 13,148 6,463 12,891 2,205 19,394 12,281 
2016-17 19,405" 12,283 12,972 2,451 11,256 3,352 21,121 11,382 
Source: Directorate of Income Tax {Income Tax & Audit ); " Figures revised after verification by respective 

CslT{Audit) subsequent to submission of quarterly statement for the quarter ending March 

1.13.3 Out of 12,439 major fi nding cases 21 raised by internal audit, the 

assessing officers (AOs) acted upon only in 4,126 cases (33.2 per cent) in 

FY 2016-17 in comparison to 3,730 cases (32.4 per cent) out of 11,509 cases in 

FY 2015-16. Th is needs improvement. 

21 Audit objection above ~ two lakh in Income tax and above~ 30,000 in other taxes. 
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2JL A1uritlhlio1rn'lty ~f tlhlie te:AG fo1r '3111.lldiat iof IT'teCtell!PJ1tS 

Article 149 of the Constitytion of ~ndia provides that the Comptroiier and 

Auditor General of ~ndia (qAG) shall exercise such powers and perform such 

duties in reiation tp the accounts of the Union and of the states and of any other 
I . . 

authqrity or body as may :be ·-prescribed by or under any !aw made by the 

Padiament. The ~arliament passed the Comptroller arid Auditor General's DPC 

Act (CAG's DPC Ad:) i11 1971: Section 16 of the CAG's DIPC Act authorises CAG to 

audit all receipts (both revenue and capital) of the Government of ~ndia and of 
I 

Governments of each State and of each Union Territory having a iegisiative 

assembly and to satisfy himself that the ruies and procedures ·are designed to 

secure an effectiv~ check on the assessment, collection and proper aHocation of 
• I - I · ·. 

revenue and are tjeing du~y observed. Regulations on Audit & Accounts, 2007 

. (Regulations) lay dpwn the prindples for Receipt Audit 

2.2 · IExamirniataiCirni 10>f systems arlilidl !PJrncieidlll.llries amidl tlhliefr efficacy 

2.2.:n. Audit of ·receipts indudes an examination of the systems and 

procedures and their efficacy mainly in respect of: 
: . 

a. identificatim:i of poteiltiai tax assessees, ensuring compliance with iaws 

as weli as de~ection and prevention of tax evasion; 

lb. exerdse of d,iscretionary powers in an appropriate manner including levy 
I ' . 

of penalties and. initiation of i:>rosecution; 

. «::. . appropriate action to :safeguard the interests of the Government on the 

orders passe:d by departmental appel!ate authorities; 

idl. any measu'res intrbduted to strengthen or. improve revenue 

administration; 

ie. amounts that may have fa~ien into arrears, maintenance of records of 

arrears and ~ction taken for the recovery of the amounts in arrears; 

f. pursuit of cl,aims wit~ due diligence and to ensure that these are not 

abandoned or reduced· except with adequate justification and proper 

authority. 

To achieve the above, we examined the assessments completed by the income 
! 

Tax Department in the financial year 2015-16. In addition, some assessments 
: 

which were completed in ea'rlier years were also taken up for examination. 

2.2.2. The ffD undertakes scrutiny assessments in respect of a sampie of 

returns filed by the assessee as per the Income Tax Act, 1961. The scrutiny 

assessment cases' are seiected on the basis of·· parameters identified and 
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pre-defined by the ITD. These cases are then closely examined in respect of 

claims of deductions, losses, exemptions etc. to arrive at the correct 

assessments to ensure that there is no evasion of taxes. The assessee is given 

the opportunity to substantiate his claim with evidence failing which the AO 

makes the assessment as deemed appropriate. 

On t he basis of examination of scrutiny assessment cases, Audit noticed that 

despite irregularities of certa in types being pointed out repeatedly in the audit 

reports, there are continued occurrences of these irregularities in following the 

tax laws and instructions and directives of CBDT during scrutiny assessments 

completed by the AOs, raising questions about the efficiency of tax 

administration. Some of these cases are discussed in the subsequent 

paragraphs. 

2.2.3 ITD completed 2,56,814 scrutiny assessments22 in FY 2015-16 in those 

units which were audited during audit plan of FY 2016-17, of which we checked 

2,39,046 cases. Apart from this, we have also audited 29,652 cases (out of 

65,028 cases) completed in previous financial years, during FY 2016-17. The 

incidence of errors in assessment checked in audit du ring FY 2016-17 was 

19,289 cases (7.2 per cent) which was less than the previous year 

(7.3 per cent). Out of these, Internal Audit of ITD had checked 14,520 cases. 

2.2.4 State-wise incidence of errors in assessment is given in Appendix-2.1. 

Table 2.1 below shows details of top 10 States where more than 10,000 

assessments were checked in audit during FY 2016-17. 

Table 2.1: Details of top ten states where more than 10,000 assessments (~in crore) 

were checked 

State Assessments Total revenue Percentage 

completed checked in with effect of the of 

during audit during errors audit assessments 

2015-16# 2016-17 observations with errors 

a. Andhra Pradesh 23,194 20,448 1,319 3,916.24 6.45 

b. Delhi 41,347 33,656 1,455 7,697.44 4 .32 

c. Gujarat 21,689 16,227 984 1,052.29 6.06 

d. Karnataka 18,189 13,762 1,248 1,117.56 9 .07 

e. Madhya Pradesh 11,806 11,604 764 293.85 6.58 

f. Maharashtra 67,861 50,980 3,178 5,438.18 6.23 

g. Rajas than 15,841 14,567 723 92.55 4.96 

h. Tamil Nadu 28,725 24,076 2,299 10,181.46 9.55 
i. Uttar Pradesh 24,419 23,692 1,207 1,653.78 5.09 
j. West Bengal 19,759 18,226 2,667 2,368.91 14.63 

# including those completed in earlier years 

This indicates that West Bengal has the highest percentage of assessments with 

errors (14.63 per cent) followed by Tamil Nadu (9.55 per cent). It has also been 

22 Total scrutiny assessment completed in the ITD during FY 2015-16 w ere 3,38,898. 

14 



Report No. 40 of 2017 (Direct Taxes) 

seen that in the last five years both these states were having the highest 

percentage of assessments with errors. The ITD needs to take corrective action 

in respect of errors noticed in the assessments. 

2.2.5 Table 2.2 below shows the details of errors noticed in local audit during 

FY 2016-17. 

Table 2.2: Tax wise details of errors in assessments (~ in crore) 

Category Cases Tax effect (TE) 

a. Corporation tax (CT) and Income tax (IT) 20,582 35, 745.1223 

b. Other Direct taxes (ODT) 652 77.13 

Total 21,234 35,822.25 
Note: The above findings and all subsequent findings are based exclusively on audit of selected assessments. 

2.2.6 Table 2.3 below shows the category-wise details of underassessment in 

respect of Corporation tax and Income Tax. Appendix-2.2 indicates details in 

respect of sub-categories under them. 

Table 2.3: Category-wise details of errors (~in crore) 

Category Cases Tax effect 

a. Quality of assessments 5,373 2,899.68 
b. Administration of t ax concessions/exemptions/ deductions 8,055 9,550.71 

c. Income escaping assessments due to omissions 2,864 4,803.92 
d. Ot hers 3,718 11,589.61 

Total 20,010 28,843.92 

2.3 Persistent and pervasive irregularities in respect of Corporation Tax 

and Income Tax assessments cases 

The instances of non-compliance and irregularities noticed during audit 

examination of assessment cases completed by the Assessing Officers {AOs) are 

brought out in our Compliance Audit Report - Department of Revenue -Direct 

Taxes every year. An irregularity may be considered persistent if it occurs year 

after year. It becomes pervasive, when it affects the enti re system and is 

dispersed over many assessment jurisdictions. We have been pointing out 

various irregularities including those relating to {i) arithmetical errors in 

computat ion of income and tax, {ii) mistakes in levy of interest and 

{iii) instances of incorrect allowance of business expenditure with respect to 

assessment of corporation and income tax cases in the Compliance Audit 

Reports year after year, and some of these irregularit ies seem to be both 

persistent and pervasive. Recurrence of such irregularities, despite being 

pointed out repeated ly in earlier audit reports, is not only indicative of non

seriousness on the part of the Department in instituting appropriate systems to 

prevent recurrence of such repetitive mistakes, but is also points the lack of 

effective monitoring and absence of an institutional mechanism to respond to 

23 Includes 572 cases of over assessment with tax effect of~ 6,901.20 crore. 

15 



Report No. 40 of 2017 (Direct Taxes) 

the systematic and structural weaknesses leading to leakages of revenue. Cases 

of such irregularities reported in the above mentioned categories are discussed 

below. 

Though the irregularities observed in different states showed no distinctive 

pattern of occurrences among the states, they were occurring more frequently 

in some states than others; their occurrences were seen to be consistently high 

in Maharashtra and Delhi. Uttar Pradesh and Andhra Pradesh also showed 

higher occurrences of errors than the other states under the above categories. 

The instances where the errors constituted more than 25 per cent of the total 

tax effect under each of the above categories have been highlighted in the 

following analysis. 

2.3.1 Quality of assessments - arithmetical errors in computation of 

income and tax 

A large number of irregularities noticed by us reflect arithmetical or 

computational errors which are the easiest to address. We noticed 

irregularities emanating from arithmetical errors in computation of income 

and tax caused by computing errors, like adoption of incorrect figures while 

computing assessed income and tax demand, disallowances made in the 

assessments not added back, allowance of double deductions, omission to 

disallow claims allowed earlier due to non-correlation of assessment records, 

etc. AOs had committed such errors in the assessments ignoring clear 

provisions in the Act which obviously reflect weaknesses in internal controls on 

the part of ITD which need to be addressed. Mistakes noticed in this category 

during 2013-14 to 2015-16 as brought out in the Compliance Audit Reports of 

past three years along with findings of the current year audit report (2016-17) 

are summarised in the Table 2.4 below: 

Table 2.4: Mistakes noticed in arithmetical errors in computation (fin crore) 
Assessment Audit Report for the year ended 

March 2014 March 2015 March 2016 March 2017 
No. of Tax No. of Tax No. of Tax No. Tax 
cases Effect cases Effect cases Effect of Effect 

cases 
CT 4624 268.09 4325 164.63 4526 922.95 36 310.04 

IT 0921 199.66 1628 83 .40 1929 33.44 26 75.89 

24 States involved: Andhra Pradesh, Assam, Delhi, Gujarat, Haryana, Karnataka, Kerala, Maharashtra, Punjab, 
Rajasthan, Tamil Nadu and West Bengal. 

25 Bihar, Delhi, Gujarat, Haryana, Karnataka, Kerala, Madhya Pradesh, Maharashtra, Punjab, Rajasthan, Tamil Nadu, 
Uttar Pradesh and West Bengal. 

26 Andhra Pradesh, Bihar, Delhi, Karnataka, Kerala, Madhya Pradesh, Maharashtra, Odisha, Tamil Nadu and West 
Bengal. 

27 Delhi, Kerala, Maharashtra, Punjab, West Bengal 
28 Delhi, Gujarat, Kerala, Maharashtra, Punjab, Rajasthan, Uttar Pradesh, West Bengal 
29 Bihar, Delhi, Madhya Pradesh, Maharashtra, Odisha, Punjab, Rajasthan, Uttar Pradesh 
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During 2013-14, sQch irregularitieswere significant in Maharashtra (accounting 

for 36 per cent of'.the total. tax effect). During 2014.,.15 the tax effect on this 

account was fou~d significant in Maharashtra (44 per cent) and Madhya 

Pradesh (24 per dent), whereas in 2015~16, it was found significant in Delhi 
. . . 

(41 per cent) and Maharashtra (28 per c_ent). 

During 2016-17; we noticed 36 cases re~ating to Corporation Tax assessments 

where AOs had cofllmitted arithmetical errors in computation of income and tax 

involving tax effect of~ 310.04 crore in nine states30. These were sig11ifica11t31 in 

Delhi (33 per cent of the total tax effect) and Maharashtra (25 per cent). A~! 
' . 

these cases have· been issued as separate draft paragraphs (DPs) for Audit 

Reports 2016-17. 

In respect of Income Tax, such irregularities were found to be significant in 

De!hi (94 per cent: of the total tax effect) during 2013-14. During 2014-15 the 

tax effect on this account was found significant in Uttar Pradesh (63 per cent) 

whereas in 2015-16, it was found significant in Maharashtra (39 per cent) and 

Delhi (29 per cent). 

During 2016-17, we 11oticed126 cases relating to Income tax assessments where 

AOs had committed arithmetical errors i11 computation of income and tax 

involving tax effect of~ 75.89 crore in nine states32-. These were significant in 

Maharashtra (66 per cent of the total tax effect). 

We noticed irregularities related to mistakes in levying of interest on account 

of non-furnishing or delay in furnishing of returns of income, default in 

·payment of adva~ce tax, default in payment of insta~ments of advance tax, 

default in payment of tax demand raised by ITD, etc. Mistakes noticed in levy 

of interest during 2013-14 to. 2015-16 as brought out in the Comp~iance Audit 

Reports of past th:ree years ·a~ong with findings of the current year audit report 

(2016-17) are summarised in tile Tabie 2.5 below: 

30 Delhi, Goa, Gujarat, Haryana, Maharashtra, Punjab, Tamil Nadu, Uttar Pradesh and West Bengal 
31 Wherever significance is mentioned, it is only with reference to the total tax effect and not in relation to the 

number of.cases. , 
32 Andhra Pradesh, Delhii Gujarat, Haryana, Madhya Pradesh, Maharashtra, Odisha, Punjab and Tamil Nadu 
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Table 2.5: Mistakes noticed in levying of interest 

Assessment 

CT 

IT 

March 2014 

No. of Tax 

cases Effect 

2133 122.39 

2036 30.77 

Audit Report for the year ended 

March 2015 March 2016 

No. of Tax No. of Tax 

cases Effect cases Effect 

2234 150.10 3935 163.84 

2937 54.65 3638 61.97 

(~in crore) 

March 2017 

No. of Tax 

cases Effect 

40 157.46 

37 130.12 

During 2013-14, the non-compliance on this account was found significant in 

Maharashtra (86 per cent of the total tax effect}. In 2014-15 the non-compliance 

was significant in Maharashtra (53 per cent} and Delhi (37 per cent} whereas in 

2015-16 such non-compliance was significant in Maharashtra (37 per cent} and 

Uttar Pradesh (30 per cent). 

During 2016-17, we noticed 40 cases of mistakes in levying of interest involving 

tax effect of ~ 157.46 crore in 10 states39 in respect of Corporation tax 

assessments. The non-compliance was found to be significant in Maharashtra 

(67 per cent}. These cases have been reported as draft paragraph for Audit 

Report 2016-17. 

In respect of Income Tax, such irregularities were found to be significant in 

Delhi (31 per cent of the tota l tax effect} and Maharashtra (25 per cent} during 

2013-14. During 2014-15 the tax effect on this account was found significant 

in Maharashtra (43 per cent} and Uttar Pradesh (28 per cent} whereas in 

2015-16, it was found significant in Delhi (27 per cent} and Andhra Pradesh 

(27 per cent} . 

During 2016-17, we noticed 37 cases of mistakes in levying of interest involving 

tax effect of ~ 130.12 crore in 17 states40. These were significant in Delhi 

(82 per cent} 41 . 

Despite there being clear provisions on the levying of interest in the Act, such 

mistakes were found to be continuing unabated. 

33 Delhi, Gujarat, Haryana, Karnataka, Maharashtra, Odisha, West Bengal 
34 Delhi, Gujarat, Kerala, Madhya Pradesh, Maharashtra, Odisha, Tamil Nadu, West Bengal 
35 Andhra Pradesh, Delhi, Gujarat, Haryana, Madhya Pradesh, Maharashtra, Odisha, Tamil Nadu, Uttar Pradesh and 

West Bengal. 

36 Andhra Pradesh, Bihar, Delhi, Gujarat, Haryana, Madhya Pradesh, Maharashtra, Punjab, Tamil Nadu, Uttar 
Pradesh 

37 Andhra Pradesh, Delhi, Karnataka, Madhya Pradesh, Maharashtra, Tamil Nadu, UT Chandigarh, West Bengal 
38 Andhra Pradesh, Delhi, Goa, Gujarat, Haryana, Kerala, Maharasht ra, Punjab, Rajasthan, Tamil Nadu, Uttar 

Pradesh, West Bengal 
39 Andhra Pradesh, Delhi, Karnataka, Madhya Pradesh, Maharashtra, Odisha, Punj ab, Tamil Nadu, UT Chandigarh 

and West Bengal 

40 Andhra Pradesh, Assam, Blhar, Delhi, Goa, Gujarat, Haryana, Karnataka, Kerala, Madhya Pradesh, Maharashtra, 
Odisha, Rajasthan, Tamil Nadu, UT Chandigarh, Uttar Pradesh and West Bengal 

41 W herever significance is mentioned, it is only with reference to the total tax effect and not the number of cases. 
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2.3.3 Administration of tax concessions/exemptions/deductions-incorrect 

allowance of business expenditure 

We noticed irregularities related to incorrect allowance of ineligible claims of 

business expenditure viz. capital expenditure, unpaid claims and provisions 

deemed as unascertained liabi lity, etc. Mistakes noticed in incorrect allowance 

of business expenditure during 2013-14 to 2015-16 as brought out in the 

Compliance Audit Reports of past three years along with find ings of the current 

year audit report (2016-17) are summarised in the Table 2.6 below: 

Table 2.6: Mistakes noticed in incorrect allowance of business (' in crore) 

expenditure 

Assessment Audit Report for the year ended 

March 2014 March 2015 March 2016 March 2017 

No. of Tax No. of Tax No. of Tax No. of Tax 

cases Effect cases Effect cases Effect cases Effect 

CT 4042 281.36 5643 299.64 4744 514.09 50 478.67 

During 2013-14 the non-compliance on this account was found significant in 

Maharashtra (52 per cent of the tota l tax effect) whereas in 2015-16 such non

compliance was significant in Maharashtra (45 per cent) and Andhra Pradesh 

(30 per cent). 

During 2016-17, we noticed 50 cases of incorrect allowance of business 

expenditure involving tax effect of~ 478.67 crore in 10 states45• Irregu larit ies 

on this account was found significant in Maharashtra (64 per cent of total t ax 

effect). 

Non-compliance to tax laws and instructions and directives of CBDT is always one 

of the major risk areas affecting the efficiency of tax administration, to improve 

which the departmental systems and procedures have significantly been 

computerised over the years for efficient processing and improved compliance at 

all stages of assessment. ITD selects cases through Computer Assisted Scrutiny 

Selection (CASS) on the basis of pre-defined parameters for detailed scrutiny to be 

done by AO. For the scrutiny, AO ca lls for required information from the assessee 

and examines them in the light of applicable provisions of the Act. However, as 

seen from the above analysis, the risks seem to have remained unchanged in the 

above areas as indicated by the continued occurrence of the similar types of 

irregularities over time, despite these being pointed out by Audit from year to 

42 Andhra Pradesh, Assam, Delhi, Gujarat, Haryana, Maharashtra, Odisha, Punjab, Rajasthan, Tamil Nadu, West 
Bengal 

43 Andhra Pradesh, Bihar, Delhi, Gujarat, Haryana, Karnataka, Maharasht ra, Odisha, Rajasthan, Tamil Nadu, West 
Bengal 

44 Andhra Pradesh, Assam, Delhi, Gujarat, Haryana, Karnataka, Maharashtra, Odlsha, Punjab, Tamil Nadu and West 
Bengal. 

45 Andhra Pradesh, Delhi, Gujarat, Karnataka, Kerala, Maharashtra, Odisha, Rajasthan, Tamil Nadu and West Bengal 
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year and there seems to be no system to make the AOs more accountable for 

minimising, if not eliminating, repetition of similar or identical mistakes. 

2.3.4 Conclusion and Recommendat ion 

From the above analysis and also from our past experiences, it is clear that the 

required systems and processes to minimise the risk of recurrence and repetition 

of similar types errors in computation of taxable income, once they are pointed 

out in audit, is absent in the Department. Once such an irregularity emanating 

from an assessment made by the AO has been pointed out in audit, it is expected 

that appropriate checks should be instituted by the Department so that those 

types of irregularities and errors in assessment are reduced in future, which is not 

seen to be the case. As pointed out above, the situation in respect of the three 

types of errors discussed in fact indicate that the incidence of such errors are on 

the rise. 

It is recommended that the IT Department should emphasise on accountability 

on the part of the AOs to ensure that the risk of recurrences of similar types of 

irregularities are minimised, besides instituting systems and procedural checks to 

ensure this. 

2.4 Audit products and response to audit 

2.4.1 We elicit response from the audited entities at different stages of audit. 

As per provision of Regulations 193 on completion of field audit, we issue the 

local audit report (LAR) to ITD for comments. 

2.4.2 Table 2.7 below depicts the position of number of observations 

included in the LAR issued during FY 2012-13 to FY 2016-17 and replies 

received thereto and observations accepted. 

Table 2.7: Response to local audit 
Financial Observations Reply received Reply Percentage Percentage of 
Year raised Cases Cases not not of cases reply not 

Accepted accepted received accepted received 

2012-13 18,548 3,343 4,124 11,081 18.0 59.7 
2013-14 19,312 3,642 3,131 12,534 18.9 64.9 
2014-15 17,626 3,631 3 535 10,450 20.6 59.3 
2015-16 20,737 3,281 5,196 12,260 15.8 59.1 
2016-17 22,579 4,07446 3,546 15,060 18.4 66.7 

46 1,868 - cases accepted and remedial action taken; 2,206 - Cases accepted but remedial action not ta ken 
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2.4.3 Table 2.8 below shows the increasing trend of pendency of 

observations. 

Table 2.8: Details of outstanding audit observations ('in crore) 

Period CT IT ODT Total 

No. TE No. TE No. TE No. TE 

Upto 6,396 16,438.50 4,722 2,316.16 1,840 174.48 12,958 18,929.14 i 

Mar 
2013 
2013-14 2,399 6,479.66 3,512 1,523.25 628 12.26 6,539 8,015.16 
2014-15 3 633 18,576.35 4,088 3,582.07 551 79.13 8,272 22,237.55 
2015-16 5,761 12,527.52 6,107 1,783.70 676 63.72 12,544 14,374.94 
2016-17 3,798 21 511.37 4,785 1,682.53 540 8.28 9,123 23,202.19 
Total 21,987 75,533.40 23,214 10,887.71 4,235 337.87 49,436 86,758.98 

The accretion in pendency in replies to audit findings each year has resulted in 

accumu lation of 49,436 cases involving revenue effect of~ 86,758.98 crore as of 

31 March 2017. 

The Department's efforts to ensure that replies to audit are sent in the 

prescribed period have not been satisfactory. The provisions of Regulations 202 

and 203 which require establishment of system and procedures to ensure 

adequate, const ruct ive and timely action on audit observations included in 

Inspection Reports/Audit Notes and establishment of audit committees for 

monitoring and ensuring compliance and settlement of pending audit 

observations, need to be observed in letter and spirit. 

2.4.4 We issue significant and high value cases noticed in audit to the 

Ministry for comments before inclusion in the Audit Report as per provision of 

Regulations 205 to 209. We give six weeks to the Ministry to offer their 

comments on cases issued to them before their inclusion in the Audit Report. 

Four hundred fifty seven cases47 are included in the current Aud it Report, of 

which replies were received for 269 cases. The M inistry/ITD accepted 

243 cases48 (90.3 per cent) having tax effect of~ 2,691.8 crore (93.1 per cent) 

while it did not accept 26 cases49 having tax effect of ~ 200.7 crore as of 

31 October 2017. Replies to remaining cases were not received . Table 2.9 

shows category w ise details of these cases50
• 

47 Appendix 2.3 gives the details of 457 cases issued to the Ministry. 
48 Min istry - 175 cases; ITD - 68 cases 
49 Minist ry - 7 cases; ITD - 19 cases 
50 Sub -categories-wise details are given in Appendix-2.4 
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Table 2.9 Category-wise details of errors of high value cases ('in crore) 

Category CT IT Total 

No. TE No. TE No. TE 

I a. Quality of assessments 99 625.73 69 217.93 168 843.66 

b. Administration of tax 150 1,789.22 35 78.19 185 1,867.41 
concessions/exemptions/ 
deductions 

c. Income escaping 31 989.83 17• 18.61 48 1,008.44 

assessments due to 
omissions 

d. Overcharge of tax/ 40 446.08 16 21.26 56 467.34 
interest 

Total 320 3,850.86 137 335.99 457 4,186.85 
• includes 6 cases of under assessment of wealth involving TE of ~ 0.46 crore. 

2.4.5 Chapters Ill and IV bring out details of errors in assessments in respect of 

Corporation Tax; Income Tax and Wealth Tax respectively. In addition, two long 

draft paras viz. 'Fictitious demand during scrutiny assessments' and 'Bogus 

transactions by assessees' were issued to the Ministry which have been separately 

included in the present Report in Chapters V and VI respectively, as they point out 

to some systemic flaws. Chapter V brings out the instances noticed by audit 

where the ITD had raised exaggerated demands to achieve its revenue collection 

targets by resorting to unwarranted methods; among these, we noticed five cases 

where credits for full pre-paid taxes were not given while raising additional 

demands and 13 more cases where refunds due to the assessees were not paid; 

instead the refund amounts were adjusted against interests which were levied 

incorrectly. Both these led to loss of revenue as the excess demands as well as the 

amount adjusted against interest not due had to be refunded subsequently, with 

avoidable payment of huge amount of interest. 

Chapter VI brings out the cases where the the AOs had failed to follow up the 

reports of their Investigation Wing relating to fictit ious donations and bogus 

purchases and did not adopt a uniform approach to deal with such cases. These 

cases are included separately as they point to weaknesses in the internal control 

system of the ITD. We noticed seven cases where bogus donations or purchases 

were allowed in full and 18 cases where these were allowed partially, where the 

provisions of the Act demanded complete disallowance of such bogus donations 

or purchases. In 31 cases, the AOs had failed to initiate any action against 

assessees who had availed of entries related to bogus donations or purchases. 

2.4.6 Besides, Chapter VII brings out our report on a subject specific 

compliance audit on 'The Appeal Process in Income Tax Department' . We 

audited 17,097 appeal cases produced by the ITD and found various 

irregularities in 2,203 cases involving tax effect of ~ 549.56 crore. Such 

irregularities accounted for more than 12 per cent of total cases audited. 
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2.5 Audit impact 

2.5.1 Recovery at the instance of audit 

ITD recovered ~ 4,951.51 crore in the last five years (Chart 2.1) from demands 

raised to rectify the errors in assessments that we pointed out. This includes 

~ 367.08 crore recovered in FY 2016-17. 

4000.00 

3000.00 

2000.00 

1000.00 
270.40 

0.00 

Chart 2.1: Trend of Tax Recovery 

3660.68 

127.67 
525.68 367.08 

FY 2012-13 FY 2013-14 FY 2014-15 FY 2015-16 FY2016-17 

Tax Recovery 

2.6 Time barred cases 

2.6.1 Table 2.10 below shows the details of time-barred cases during 
FY 2012-13 to 2016-17. 

Table 2.10: Details of time-barred cases {~in crore) 
Year of Report Cases Tax effect 

2012-13 2,207 899.9 
2013-14 2,427 1,121.2 
2014-15 3,881 2,490.8 
2015-16 2,074 1,230.72 
2016-17 2,243 1,637.81 

2.6.2 During FY 2016-17, 2,243 cases with tax effect of ~ 1,637.81 crore 

became time-barred for remedial action, of which Maharashtra alone account 

for 25.58 per cent followed by Tamil Nadu at 25.54 per cent. Appendix-2.5 

indicates state-wise details of such cases for FY 2016-17. Responsibi lity may be 

fixed for not taking remedial action in time in such cases. The Department 

should ensure that remedial action is taken in time so that such incidences do 

not recur in future. 

2.7 Non-production of records 

2.7.1 We scrutinize assessment records under Section 16 of the C&AG's 

(DPC) Act, 1971 with a view to securing an effective check on the assessment 

and collection of taxes and examining that regulations and procedures are 

being duly observed. It is also incumbent on ITD to expedit iously produce 

records and furnish relevant information to Audit. 
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2.7.2 Non-production of records has increased in Goa, Gujarat, Rajasthan 

Tamil Nadu and West Bengal significantly over previous years during 

FY 2016-17. ITD did not produce 26,823 records out of 3,23,532 records 

requisitioned during FY 2016-17, (8.29 per cent) which is an improvement over 

FY 2015-16 (10.74 per cent). 

Appendix 2.6 shows the details of non-production of records during FY 2014-15 

to FY 2016-17. Table 2.11 shows details of records not produced to audit 

pertaining to same assessee in three or more consecutive audit cycles. 

Table 2.11: Records not produced to Audit in three or more audit cycles 

States Records not produced 
a. Maharashtra 73 
b. Odisha 28 
c. Gujarat 1 

Total 102 

In FY 2016-17, 102 records pertaining to same assessees in three states were 

not produced to audit in last three or more consecutive audit cycles. 
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3.:ll.JL This chapt~r discusses 320 significant and high value corporation tax 

cases referred to. the Ministry during April 2017 to .July 2017. Of these, 

280 cases involve, underchi=Jrge of ~ 3,404.78 crore and 40 cases involve 
. ' 

overcharge51 of ~. 446.08 crore. These cases of incorrect. assessment point 

towards weaknes$es in the internal controls in the assessment processes of 

the Income Tax De'partment 1(ITD). 

3Jl..2 The categories of mistakes have been broad~y dassified as foilows: 

o Qua~ity of ~ssessmen;ts 

o Administration of ta~ concessions/ exemptions/ deductions 

o ·· Income esc~ping assessments due to omissions 

,., Others - O~ercharge 'Of tax/ ~nterest etc. 

Table 2.9 (Para 2.4.4) show·s the details of broad categories of mistakes and 

their tax effect (reter Appendix 2.3}. 

3.Jl..3 The Ministry/ffD has, conveyed its acceptance of audit observations i11 

respect of 180 cas~s invo!ving tax effect of~ 2,619.44 crore while not accepting 

22 cases involving. tax effect of ~ 191.62 crore. Out of 320 cases, ITD has 

completed remedial action ir;i 218 cases invo~ving tax effect of~ 2,749.96 crore 

and initiated remedia~ action in 21 cases involving tax effect of~ 197.98 crore. 

3.2.:ll. AOs comm~tted errors in the assessments ignoring clear provisions in 

the Act. These cases of incorrect assessments point to weaknesses i11 the 

internal controls i'11 ITO which need to be addressed. Tab~e 3.1 shows the 
I 

sub-categories of mistakes which impacted the quality of assessments. 

51 Overcharge is on accour:it of mistakes in adoption of correct figures, arithmetical errors in computation of income, 
incorrect application of rates of tax/interest etc. 
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Table 3.1: Sub-categories of mistakes under Quality of assessments (~in crore) 

Sub-categories 

a. Arithmetical errors in 
computation of 
income and tax 

b. Application of 
incorrect rate of tax 
and surcharge 

c. Mistakes in levy of 
interest 

d. Excess or irregular 
refunds/ interest on 
refunds 

e. Mistakes in 
assessment while 
giving effect to 
appellate order 

Total 

Cases 

36 

11 

40 

6 

6 

99 

Tax effect 

310.04 

36.50 

157.46 

States 

Delhi, Goa, Gujarat, Haryana, 
Maharashtra, Punjab, Tamil Nadu (TN), 
Uttar Pradesh (UP) and West Bengal 
(WB). 
Delhi, Haryana, Madhya Pradesh (MP), 
Maharashtra, TN, UT-Chandigarh, UP 
and WB. 
Andhra Pradesh (AP) & Telangana, Delhi, 
Karnataka, MP, Maharashtra, Odisha, 
Punjab, TN, UT-Chandigarh and WB. 

50.35 Karnataka and Maharashtra. 

71.38 Delhi, Karnataka, Maharashtra and WB. 

625.73 

3.2.2 Arithmetical errors in computation of income and tax. 

We give below six such illustrative cases: 

Section 143(3) provides that AOs have to determine and assess the income correctly. 

Different types of claims together with accounts, records and all documents enclosed with 

the return are required to be examined in details in every scrutiny assessment. CBDT has 

also issued instructions from time to time in this regard. 

3.2.2.1 In Pr.CIT-1 Delhi charge, AO completed the scrutiny assessment of 

M/s Aravali Power Company Pvt. Ltd. for the assessment year {AY) 2013-14 in 

March 2016 at a loss of ~ 113.48 crore. Audit examination revea led that in the 

assessment order, incorrect figures of net profit and expenses were adopted 

and adjusted with the disal lowance of ~ 4.90 lakh to arrive at a loss of 

~ 113.48 crore. While computing taxable income, the net profit was considered 

as~ 42.72 crore instead of the correct amount of~ 222.17 crore, the additions 

were worked out to ~ 144.18 crore instead of the correct amount of 

~ 260.77 crore and deductions were computed as~ 300.38 crore instead of the 

correct amount of ~ 419.25 crore. These mistakes had resu lted in under 

assessment of income by ~ 63.69 crore52 and simultaneously, excess carry 

forward of loss by~ 113.48 crore, involving short levy of tax of~ 20.66 crore and 

potential tax effect of~ 36.82 crore53. Ministry accepted the audit observation 

{October 2017} and rectified the mistake (July 2016} under section 15454 of 

the Act. 

52 The assessee had brought forward losses available for set-off against income of~ 63.69 crore. 
53 ~ 20.66 crore (~ 63.69 crore*3Q per cent + 5 per 'ent surcharge + 3 per cent education Cess) + ~ 36.82 crore 

(~ 113.48 crore*30 per cent+ 5 per cent surcharge+ 3 per cent education Cess) 
54 Mistakes apparent from records in any order passed by the AO can be rect ified under section 154 of the Act. 
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3.2.2~2 in Pr. CIT-3 Delhi charge, AO completed the scrutiny assessment of 
; 

M/s fort:os IHleait:h~are Udl. ,for the AV 2012-13 in March 2015 at a loss of 
I. , . . 

~ 116.40 crore under normai provisions and at income of~ 210.71 crore under 
i. t 

specia~ provisions of the Act.' Audit examination revealed that the assessee had· 

filed its return at: nil business income (after setting off of brought forward 

business loss to the extent df ~ 19.16 crore) and showing long term capital loss 

of~ 131.68 crore Which was ~o be carried forward to the subsequent assessment 

years. WhHe computing the taxable income, the long term capital ioss of 

~ 131.68 crore wa~ treated as business loss and after addition of ~ 15.28 crore 

on account of di~allowances, the assessment was completed at a ioss of 

~ 116.40 crore, instead of income of~ 8.76 crore55 . The mistake had resulted in 

under assessment :of incom7 by ~ 8.76 crore and over assessment of loss by 

~ 116.40 crore involving potential tax effect of~ 40.61 crore. Ministry accepted 
. I 

the audit observation {September 2017) and rectified the mistake 

(February 2016} urider section 154 of the Act. 

3.2.2.3 ~n Punjab, Pr.OT , (Central) Ludhiana charge, AO completed the 
' : . 

assessments of M/s AIRK ~m[p>oril:s l?m. Udl. for AYs 2012-13, 2013-14 and 

2014-15 under section 153:A56 read with section 143{3) in March 2016 at 

incomes of~ 92.89, crore, ~ 520.24 crore and ~ 109.37 crore respectiveiy. Audit 

examination revealed that :the AO had erroneously levied tax demand of 
. ! : 

~ 37.16 crore, ~ 208.09 cror,e and ~ 43.75 crore as against leviab~e amounts of 

~ 44.85 crore, ~ 238.17 crore and ~ 46.10 crore after adjustment of prepaid 

taxes of ~ 3.57 ia~h, ~ 97.10 iakh and 'nW during assessment years 2012-13, 

2013-14 and 2014-15 respectively. The mistakes had resulted in short ievy of tax 

and interest aggre~ating to:~ 40.13 crore57 • /TD rectified the mistake for the 

assessment year2013-14 under section 154 in February 2017 wherein demand of 

(30.08 crore was! raised. However, details of remedial action taken for the 

assessment years 2'012-13 and 2014-15 were awaited (July 2017). 
I 

3.2..2.4 In Gujarat, Pr. Cff-1, Ahmedabad charge, AO compieted the 

assessment of M/~ Ca11dli~a ~ea~1!:ihlca11re Udl. for the AV 2010-11 under section 

143(3) read with ;section 144C(13)58 in February 2015, determining loss of 

~ 106.21 crore and book profit of~ 160.04 crore under section 115JB. Audit 

55 ~ 15,28 crore - ~ 6.52 c~ore (after setting off of brought forward loss of~ 6.52 crore) 
56 Section 153A of lncome!Tax Act deals \,vith assessment in case of search or requisition. 
57 ~ 4,012.56 lakh = ~ 769!82 lakh (AV 2012-13) + ~ 3,007.89 lakh (AV 2013-14) + ~ 234.85 lakh (AV 2014-15) 
58 Secti.on 144C governs brovisions relating to Dispute Resolution Panel (DRP) that has been constituted as an 

alterhative dispute resblution mechanism for resolving disputes relating to transfer pricing in international 
I I 

transactions. The DRP issues directions to AO for completing the assessment and as per section 144C{13) the AO is 
required. to finalise th~ assessment .Jvithin one month from the end of the month in which such direction is 
received without giving any opportunity to the assessee for being heard. 
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i 
examination revealed that; while finaHzing the scrµtiny assessment, the AO 

had adopted the business loss as~ 125.17 crore as der statement of income as 
I 

against the returned loss of~ 12.52 crore. The mist:ake had resulted in under 

assessment of income of < 6.44 crore and ove1r assessment of loss of 
I 

< 106.21 crore involving short ievy of tax of~ 2.19 [crore and potential tax of 

~ 36.10 crore. Ministry accepted the audit obser~ation (August 2017) and 
I 

rectified the mistake (July 2017) under section 154 ofi the Act. 
. I 

3.2;2.5 ~n Maharashtra, Pr.CIT Centrai-2 Mumbai charge, AO completed the 

assessment of M/s Dlhliillll'llll.lls Teir::h111o!ogiies Udl. for th~ AV 2010-11 under section 

143(3) read with section 153C59 of the Act in March !2016, determining income 

at ~ 6.28 crore. Audit examination reveaied that while compieting the 
I 

assessment, the AO had considered assessed income at < 6.28 crore instead of 
. I . 

correct amount of< 31.94 crore. As per the records, the regular assessment was 

completed under section 143(3) read with section 14~ in February 2013 and the 

taxabie income was determined at ·~ 6.28 crore I which was subsequently 

rectified under section 154 in Apri! 2015 at < 31.94 irore after making addition 

of ~ 25.65 crore. This mistake had resulted in undet assessment of income of 
I 

< 25.66 crore and consequent short levy of tax of r 8.72 crore. /TD accepted 

(May 2016} the mistake and stated that remedial actibn was being taken. 
I 
I 

31.2.2.16 ~n Haryana, Pr. CIT (Central), Gurgaon cHarge, AO completed the 
I 

assessment of M/s IKmllos Chemie Udl. for the AV 2013-14 under section 
I 

153A(l)(b) read with sections 143(3) and 14460 of I the Act in February 2016 
! 

determining income of< 138.56 crore. Audit exami:nation revealed that while 
I 

completing the assessment, the AO had erroneously computed the assessed 
I 

income as < 138.56 crore instead of correct amouht of < 154.15 crore. The 
I 

mistake had resuited in short levy of tax of< 7.13 crore including interest. /TD 
I 

rectified the mistake (February 2017) under section 15i4 of the Act. 
I 

3l.2.3l A[pl[pl~acaittklllnl !Clif DIT1liwrrec1!: raJttes of ttaix airndl sll.llrtlhliillrge 
I 

We give below three such illustrative cases: 
. I 

3.2.3.:ll ~n Uttar Pradesh, Pr. Cff-Noida charge, A9 compieted the scrutiny 
I 

assessment of M/s Dlkrraslhl IBll.lla~dlers IPri. Uidl. for P..V 2012-13 in March 2016 
. I 

determining income of< 44.71 crore. Audit exami~ation reveaied that while 
' I 

computing tax demand, the AO did not levy surcharge as per the reievant 

Finance Act provisions and interest under sectiqn 234B of the Act. The 
, I 

omissions had resulted in short levy of tax of ~ 7.65 crore. /TD stated 
I 

! 

i 
I 

. I 

59 Section 153C of the Income Tax Act deals with assessment of income of a !person other than the person in whose 
case search has been initiated or books of account, other documents or assets have been requisitioned. 

60 Section 144 of the Income Tax Act deals with best judgement:assessment in cases where the return of income is 
not filed by the taxpayer or if there is no cooperation by the taxpay~r in terms of furnishing information/ 
explanation related to his tax assessment or if books of accounts of taxpay~r are riot reliable or are incomplete. 
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(February 2017} that necessary action under section 154 will be carried out. 

Final reply is awaited (July 2017}. 

Section 115BBE(1) of the Income Tax Act provides that where the total income of an assessee 

includes any income referred to in section 68 or 69 of the Act, the income tax payable shall be 

the aggregate of the amount of income tax calculated on income referred to in section 68 or 

69 at the rate of thirty per cent and the amount of income tax chargeable on the remaining 

income determined under normal provisions. Further sub-section (2) provided that no 

deduction in respect of any expenditure or allowance shall be allowed under any provisions of 

this Act in computing the income referred to in section 68 or 69 of the Act. 

3.2.3.2 In Haryana, Pr. CIT {Central}-Gurgaon charge, AO completed the 

assessment of M/s Kudos Chemie Ltd. for AV 2014-15 under section 

153B{l}{b}61 read with sections 143(3) and 144 of the Act in February 2016 

determining loss of ~ 23.25 crore. Subsequently, the assessment was rectified 

{May 2016) determining income of ~ 28.37 crore under section 115BBE. Audit 

examination revea led t hat while computing tax liability in the rectification order, 

income of ~ 28.37 crore, assessed under sect ion 115BBE of the Act, was 

erroneously taxed at t he rate of 18.5 per cent as against applicable normal rate 

of tax at 30 per cent. The tax liability was computed at ~ 4.81 crore instead of 

correct amount of~ 11.63 crore. The mistake had resulted in short levy of tax 

~ 6.82 crore. /TD rectified the mistake {September 2016) under section 154 of 

the Act. 

3.2.3.3 In Maharashtra, Pr. CIT-1, Pune charge, the assessment of M/s Duke 

Corporation Ltd., for the AV 2013-14, was completed under section 143{3} read 

with sect ion 144{1} in March 2016, determining income at ~ 2.49 crore after 

making additions of ~ 18.90 crore which included addition of ~ 11.95 crore 

under sect ion 68 of t he Income Tax Act being unexplained share application 

money. Audit examination revea led that the AO had levied t ax on the assessed 

income of~ 2.49 crore only, instead of levying tax at the rate thirty per cent on 

the additions of ~ 11.95 crore made under section 68 of the Act. The mistake 

had resu lted in under assessment of income of~ 9.46 crore involving short levy 

of tax of~ 3.07 crore. Reply from the /TD was awaited (July 2017). 

61 Section 1536 of t he Income Tax Act provides for time limit for completion of search assessments. 
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3.2.4 M istakes in levy of interest 

We give below five such illustrative cases: 

The Income Tax Act provides for levy of interest for omissions on the part of the assessee at 

the rates prescribed by the Government from time to time. Section 234A provides for levy of 

interest on account of default in furnishing return of income at specified rates and for 

specified time period. Section 2348 provides for levy of interest on account of default in 

payment of advance tax at specified rates and for specified time period. 

3.2.4.1 In Maharashtra, Pr. CIT-13, Mumbai charge, initial ly the assessee, 

M/s Shivan Giri Steel Ltd. did not file any return of income, for assessment 

years 2008-09 to 2010-11, within the due dates of filing of returns in the 

month of September of respective years under section 139 (1). The assessee 

had fi led returns of income for three assessment years in March 2016 post 

issue of notice under section 148 in March 2015 and the AO had completed 

assessments for each AY after scrutiny in March 2016 as per details given in 

Table 3.2 below: 

Table 3.2: Details of returns filed and assessment completed (~in lakh) 
AV Date of Issue Date of Date of Income Income Interest Interest 

of notice filing the completion returned assessed levied leviable 
under section return of under under 
148 assessment section section 

234A 234A 
2008-09 19-03-2015 29-03-2016 29-03-2016 nil 7,183.07 317.40 2,197.37 
2009-10 19-03-2015 28-03-2016 28-03-2016 0.08 2,178.65 96.27 577.61 
2010-11 19-03-2015 28-03-2016 28-03-2016 0.17 912.86 40.34 204.78 

The AO completed the assessment for all the three years as best judgment 

assessment under section 144 read with section 147 on the basis of materials 

available on record. However, interest for delay in filing the returns was levied 

for 13 months (March 2015 to March 2016) in each case instead of 90 months 

{October 2008 to March 2016), 78 months (October 2009 to March 2016) and 

66 months (October 2010 to March 2016) for AYs 2008-09, 2009-10 and 2010-11 

respective ly. The mistake resulted in short levy of interest aggregating 

~ 25.26 crore62 for all the three years. /TD rectified the mistake (January 2017) 

under section 154 of the Act. 

3.2.4.2 In Maharashtra, Pr.CIT-6, Mumbai charge, t he scrutiny assessments of 

M/s BA Trading Co. Pvt. Ltd. for the AYs 2009-10 and 2010-11 were completed 

in March 2016 under the provision of Section 144 read with section 147 of the 

Act determining incomes at ~ 33.53 crore and ~ 52.67 crore respectively. Audit 

examination revealed that the assessee had not filed the return of income on 

due date as specified under section 139(1) of the Act of the relevant assessment 

years, nor filed the return in response to notice issued under section 148 of the 

Act. As the assessee had not fi led the return for both the AYs, it was liable to pay 

62 AV 2008-09: ~ 18.79 crore, AY 2009-10: ~ 4.81 crore and AV 2010-11: ~ 1.64 crore 
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interest under section 234A. While computing tax demand, the AO had levied 

interest of < 1.37 crore and < 53.71 lakh for a period of 12 months only as 

against leviable amount of< 8.88 crore (for 78 months) and < 11.64 crore (for 

65 months) in AYs 2009-10 and 2010-11 respectively. The mistakes resulted in 

short levy of interest of< 18.62 crore63 under section 234A in AYs 2009-10 and 

2010-11. /TD rectified the mistake (January 2017} under section 154 of the Act. 

3.2.4.3 In Pr. CIT (Central)-1 Delhi charge, the assessments of M/s Ultra Home 

Construction Pvt. Ltd. for the assessment years 2010-11, 2011-12 and 2012-13 

were completed under section 153A read with section 143(3) of the Income Tax 

Act in March 2016 determining incomes of < 73.36 crore, < 133.97 crore and 

< 32.87 crore respectively. Audit examination revealed that while computing 

tax demand, interest under section 234A(3) was incorrectly levied in the AY 

2010-11, while interest amounts leviable under section 234A(3) in the 

AYs 2011-12 and 2012-13 were not levied at all. Moreover, in the AYs 2010-11, 

2011-12 and 2012-13, interest under section 2348(3) was charged incorrectly 

(as indicated in the Table 3.3 given below). 

Table 3.3: Details of interest short levied (fin lakh) 

AV Interest under section 234A Interest under section 2348 Total 

Levied by Levi able Short Levied by Leviable Short 

Department (as per levy of Department (as per levy of 

Audit) interest Audit) interest 

2010-11 38.90 78.10 39.20 863.68 937.24 73.56 112.76 
2011-12 Nil 198.64 198.64 1,312.16 1,986.35 674.19 872.83 

2012-13 Nil 40.94 40.94 313.86 327.51 13.65 54.59 

Total 38.9 317.68 278.78 2,489.70 3,251.10 761.4 1,040.18 

These mistakes resulted in short levy of interest of < 10.40 crore. Ministry 

accepted the audit observation (June 2017) and rectified the mistakes in 

January 2017 by way of passing an order under section 154. 

3.2.4.4 In Odisha, Pr. CIT-8hubaneswar charge, block assessment of 

M/s Green India Infra Projects Ltd. for the AYs 2012-13 and 2013-14 was 

completed after scrutiny under section 1538 read with section 144 in March 

2015 determining incomes at < 144.63 crore and < 74.58 crore respectively. 

Audit examination revealed that notices under sections 153A and 142(1)64 of the 

Act were served upon the assessee on 11 September 2013 and 02 May 2014 for 

AYs 2012-13 and 2013-14 respect ively. As the assessee did not fi le returns of 

income within the dates specified in notices under sections 153A and 142(1), 

it was liable to pay interest under sect ion 234A of t he Act for 19 months and 11 

63 ~ 18.62 crore = ~ 7.52 crore (AV 2009-10) + ~ 11.10 crore (AV 2010-11) 
64 Section 142(1) of the Income Tax Act deals with inquiry before assessment. Notice under section 142(1) is served 

to call upon documents and details from the assessees, and to take a particular case under assessment 
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months during AVs 2012-13 and 2013-14 respectively.65 However, the Assessing 

Officer had levied such interest for five months only. The above omission had 

resulted in short levy of interest of~ 8.02 crore66 under section 234A. !TD stated 

in its reply that the mistake was rectified in March 2016. However, a review of 

the rectification order revealed that the order was passed by levying interest 

under section 234A for 11 months instead of 19 months for the AY 2012-13. 

Audit issued a rejoinder on the mistake in January 2017 in respect of which the 

AO replied (February 2017) that interest under section 234A of Income Tax Act 

would be re-computed after serving notice to the assessee. Further details of 

remedial action taken were awaited (August 2017). 

Section 234C provides for levy of interest on account of default in payment of instalments of 

advance tax at specified rates and for specified time period. 

3.2.4.5 In West Bengal, Pr. CIT-3, Kolkata charge, the assessment of M/s ITC Ltd. 

for the AV 2012-13 was completed after scrutiny in March 2016 determining 

income of~ 8,241.40 crore. Audit examination revealed that the assessee had 

paid advance tax of ~ 265 crore only before 15 June 2011 as against the 

requirement of~ 297.56 crore, and was therefore liable to pay interest under 

section 234C for default in t he payment of advance tax. However, the AO, while 

finalizing the assessment, did not levy any interest under section 234C. The 

omission resulted in non-levy of interest of~ 3.21 crore. Ministry accepted the 

audit observation (June 2017) and rectified the mistake (July 2016} under section 

154 of the Act. 

3.2.5 Excess or irregular refunds/interest on refunds 

We give below two such il lust rative cases: 

3.2.5.1 In Karnataka, CIT-LTU Bengaluru charge, the assessment of 

M/s Vijaya Bank, for the AV 2012-13 was completed under section 143(3} in 

March 2015 determining t he taxable income at ~ 1,101.93 crore and tax 

payable at ~ 376.90 crore. Audit examination revealed that a refund of 

~ 36.88 crore generated on rectification made under section 154 (April 2014) 

was adjusted towards the outstanding demand of the AV 2011-12. However, the 

sa id refund was not considered while completing the scrutiny assessment 

(March 2015). This omission had resulted in short computation of t ax to the 

extent of ~ 36.88 crore. Ministry accepted the audit observation (June 2017) 

and rectified the mistake under section 154 in March 2016. 

65 For the period from the date following the expiry of time limit specified in the not ice ti ll the date of assessment. 
66 ~ 6.57 crore for AV 2012-13 + ~ 1.45 crore for AV 2013-14 
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Section 244A(1}(a) of the Income Tax Act, 1961 provides for levy of interest on the amount of 

refund where refund arises due to excess payment of tax, at a specified rate from the first 

day of the assessment year to the date of grant of refund. Further, it has been judicially 

held67 that payment of interest on interest is irregular. 

3.2.5.2 In Maharashtra, Pr. CIT (Central)-1, Mumbai charge, AO completed the 

scrutiny assessment of M/s Hindalco Industries Ltd. for the AV 1994-95 in 

March 1997 determining income at ~ 146.56 crore after making various 

disallowances, which was reduced to~ 109.81 crore in September 2013 while 

giving effect to an appellate order under section 143(3) read with section 

25468
. Audit examination revealed that while giving effect to the appellate 

order in September 2013, the AO had allowed interest of~ 5.30 crore under 

section 244A(l){a), which included an element of interest on interest already 

included in the total refundab le amount. Thus, the payment of interest on 

interest contrary to the judgement ibid had resulted in excess allowance of 

interest of ~ 3.45 crore on refund. /TD accepted the observation (December 

2015) and rectified the mistake (May 2015) under section 154 of the Act. 

3.2.6 Mistakes in assessment while giving effect to appellate orders 

We give below two such il lustrative cases: 

3.2.6.1 In Maharashtra, Pr. CIT-LTU, Mumbai charge, the scrutiny assessment of 

M/s Reliance Industries Ltd. for the AV 2011-12 was completed in April 2015 

determining income of ~ 20,156.18 crore after giving relief on account of 

provision for mark to market loss (MTM) 69 of~ 94.09 crore. Audit examination 

revealed that the AO had disallowed assessee's claim of deduction of 

~ 94.09 crore on account of provision for mark to market (MTM) loss in 

AV 2010-11, against which the assessee had preferred an appeal before the 

CIT{Appeals). Meanwhile, based upon the assessee's submission that the 

provision was already reversed as on 01-04-2010, the AO had given relief for the 

amount during AV 2011-12. However, the assessee was granted relief for the 

amount vide orders passed by CIT (Appeals) in May 2016. While giving effect to 

the appellate order (May 2016), the assessee was again allowed deduction of 

~ 94.09 crore with respect to claim for AV 2010-11, ignoring the fact that the 

relief was already given at the time of assessment for AV 2011-12. Thus the 

assessee was allowed double relief (April 2015, May 2016) on account of the 

same provision. This mistake had resulted in under assessment of income of 

~ 94.09 crore with consequent short levy of tax of ~ 46.57 crore including 

67 CIT vs Gujarat Fluoro Chemicals - Supreme Court (2013) 
68 Section 254 of the Income Tax Act provides for powers of Appellate Tribunal while specifying criteria and 

conditions for passing of orders by the Appellate Tribuna l. 
69 MTM is a methodology of assigning value to a position held in a financia l instrument based on its market price on the 

closing day of the accounting or reporting period. Mark-to-market losses are generated through an accounting ent ry 
(viz. when financial instruments are valued at current market value) rather than the actual sale value of the 

instrument. 
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interest. /TD has initiated remedial action (October 2016) for rectification under 

section 154 of the Act. 

3.2.6.2 In Maharashtra, Pr. CIT-6, Mumbai charge, the AO completed the 

assessment of M/s CEAT Ltd. for assessment year 1998-99, in March 2001 at 

total income of~ 39.60 crore, wh ich was rectified in March 2002 at nil income, 

inter alia setting off income from other sources and short term/long term capital 

gains against business loss/long term capital loss brought forward from the 

earl ier years. The assessment was furthe r revised in July 2003, September 2011, 

March 2012 and December 2012 to give effect to the appellate orders passed by 

CIT (Appeals) and ITAT and for rectificat ion of mistakes under section 154. Audit 

examination of the order giving effect to the appellate order passed in 

September 2011 and the assessment orders passed thereafter revealed that in 

all his assessment orders, the AO had omitted to include income ~ 12.51 crore 

from other sources and short term capital gains of~ 48.06 crore. The omission 

had resulted in under assessment of income of~ 60.57 crore involving potential 

tax effect of~ 21.20 crore. /TD stated (March 2017} that there was mistake in 

computing the income and aggregate income of ( 60.57 crore was not 

considered while assessing the income. 

3.3 Admin istration of tax concessions/exemptions/deductions 

3.3.1 The Act allows concessions/exemptions/deductions to the assessee in 

computing total income under Chapter VI-A and for certain categories of 

expenditure under its relevant provisions. We observed that the AOs have 

irregularly extended benefits of tax concessions/exemptions/deductions to 

beneficiaries who were not entit led for the same. These irregularities point out 

weakness in the administrat ion of tax concessions/ deductions/ exemptions on 

the part of ITD which need to be addressed. Table 3.4 shows the sub-categories 

which have impacted the Administration of tax concessions/exemptions/ 

deductions. 

Table 3.4: Sub-categories of mistakes under Administration of tax 

concessions/ exemptions/ deductions 

(~in crore) 

Sub-categories Nos. TE States 

a. Irregularities in allowing 

depreciation/business 

losses/capital losses 

b. Irregular exemptions/ 

Deductions/Rebates/ 

Relief/ MAT Credit 

c. Incorrect allowance of 

business expenditure 

Tot al 

81 1,144.10 AP & Telangana, Delhi, Gujarat, Haryana, 

Jharkhand, Karnataka, Kera la, 

Maharashtra, Odisha, Punjab, Rajasthan, 

TN, UP and WB. 

19 166.45 AP & Telangana, Delhi, Gujarat, Haryana, 

Karnataka, Maharashtra, Odisha, 

Rajasthan, TN and WB. 

50 478.67 AP & Telangana, Delhi, Gujarat , 

150 1,789.22 
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3.3.2 Irregularities in allowing depreciation and set off and carry forward 

of business/capital losses 

We give below six such illustrative cases: 

CBDT has clarified70 that the cost of construction on development of infrastructure facility of 

roads/highways under Build-Operate-Transfer (BOT) projects may be amortized and claimed as 

allowable business expenditure under the Income Tax Act. Further, while deciding the issue of 

claim of depreciation on toll road, /TAT Mumbai held71 that provision of section 32{1) will not 

apply in the case of assessee holding leasehold rights in respect of land on which construction 

had been carried out. The Bombay High Court had upheld the decision of the Tribunal {/TA No. 

499 of 2012) in its judgement pronounced on 14 October 2014. 

3.3.2.1 In Gujarat, Pr. CIT-1 Baroda charge, AO completed the scrutiny 

assessment of M/s Gujarat Urja Vikas Nigam Ltd. for the AV 2011-12 in January 

2014 determining income as 'nil' after setting-off brought forward business 

losses/unabsorbed depreciation to the extent of income of ~ 374.94 crore. As 

per 3CD Report for the AV 2011-12, the assessee had brought forward business 

loss of~ 339.25 crore and unabsorbed depreciation of~ 477.55 crore. Audit 

examination revealed that the business losses and unabsorbed depreciation for 

the AVs 2008-09, 2009-10 and 2010-11 amounting to ~ 1,289.04 crore had 

already been allowed during the respective AVs. Thus, set -off of brought forward 

business loss and unabsorbed depreciation of~ 374.94 crore in AV 2011-12 was 

irregular. This mistake had resulted into under assessment of income of 

~ 374.94 crore involving short levy of tax of ~ 166.89 crore including interest. 

Ministry accepted the audit observation (July 2017} and completed remedial 

action under section 143(3) read with section 263 in November 2016. 

3.3.2.2 In Maharashtra, Pr. CIT-2, Mumbai charge, AO completed the 

assessment of M /s. Satyam Computers Services Ltd. for AV 2011-12 in 

May 2015 under section 143(3) read with section 144C(3) determining loss 

of ~ 501.24 crore und er normal provisions of the Act, being loss other than 

long term capita l loss. Aud it exam in ation revealed that the AO had 

erroneously included loss of ~ 250.86 crore, being brought forward loss 

re lati ng to AV 2010-11, as a part of loss of the AV 2011-12 and passed 

speaking order to this effect. Fu rt her, as per rectification order passed 

under section 154 of the Act in January 2016, the AO had taken 

~ 501.24 crore as total loss for the AV 2011-12 while treating the brought 

forward loss of earl ier AV 2010-11 as part of loss of the instant AV 2011-12, 

which was not in order. Th is mistake had resulted in inflated allowance of 

loss to the extent of~ 250.86 crore being brought forward loss from the last 

assessment order for the AV 2010-11 involving potential tax effect of 

70 CBDT Circular No. 09 dated 23-04-2014 
71 M/s North Karnataka Expressway Ltd. vs. CIT (ITA No.3978/Mum/2010} 
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~ 83.33 crore. /TD accepted the observation (March 2017) and intimated 

that the necessary remedial action would be taken to rectify the mistake. 

Further details of remedial action is awaited (July 2017}. 

3.3.2.3 In Delhi, Pr. CIT-3 charge, AO completed the scrutiny assessment of 

M/s Delhi Transco Ltd., for the AY 2013-14 in March 2016 at 'nil' after setting off 

of brought forward business loss of ~ 23.96 crore (to the extent of available 

business income) under normal provisions and ~ 317.31 crore under special 

provisions72 of the Act. In addition to this, income of ~ 39.35 crore had also 

been assessed as income from other sources. Audit examination revealed that 

while completing the assessment, t he AO had erroneously considered gross total 

income as loss of ~ 63.49 crore instead of the correct income of 

~ 230.04 crore. This mistake had resulted in setting off of brought forward loss 

of~ 23.96 crore instead of~ 190.87 crore. This resulted in excess carry forward 

of loss of ~ 166.91 crore involving potent ia l tax effect of ~ 54.15 crore. /TD 

rectified the mistake (May 2016) under section 154. 

As per explanation 5 to section 32(1) of the Income Tax Act, the entire depreciation is 

required to be absorbed in the same assessment year regardless of whether or not the 

ossessee hos claimed or not. 

3.3.2.4 In Andhra Pradesh & Telangana, Pr. CIT-1 Hyderabad charge, AO 

completed the scrutiny assessment of M/s Bartronics India Ltd. for 

AY 2010-11 in February 2015 determining income at ~ 11.83 crore under 

normal provisions after allowing deduction of ~ 154.37 crore under section 

108 of the Income Tax Act. Audit examination revealed that the assessee had 

claimed and was allowed deduction under section 108 without reducing the 

entire current depreciation of~ 135 crore. Only an amount of~ 3.26 crore was 

reduced and the balance amount of depreciation of ~ 131.74 crore was 

allowed to be carried forward as unabsorbed depreciation. The assessee was 

allowed deduction of ~ 154.10 crore as against the admissible deduction of 

~ 22.37 crore under section 108 of the Income Tax Act. This mistake resulted 

in excess carry forward of depreciation of~ 131.74 crore involving potential 

tax effect of ~ 44.78 crore. /TD has accepted the audit observation 

(February 2017} and s tated that remedial action was being initiated under 

section 263 of the Act. 

72 under section llSJB 
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CBDT has clarified73 that the cost of construction on development of infrastructure facility of 

roads/highways under Build-Operate-Transfer (BOT) projects may be amortized and claimed as 

allowable business expenditure under the Income Tax Act. In cases where assessee has claimed 

a deduction out of initial cost of infrastructural facility of roods/highway under BOT projects in 

earlier years, the total deduction so claimed for the A Ys prior to the A Y under consideration may 

be deducted from the initial cost of infrastructural facility of roads/ highways and the cost so 

reduced shall be amortised equally over the remaining period of toll concessionaire agreement. 

3.3.2.S In Andhra Pradesh & Telangana, Pr. CIT-1 Hyderabad charge, AO 

completed the scrutiny assessment of M/s Bangalore Elevated Tollway Ltd. for 

AY 2012-13 in March 2015 determining loss of < 184.15 crore under normal 

provisions of the Act . Audit examination revealed that the assessee had claimed 

depreciation of < 181.43 crore at the rate of 25 per cent on the written down 

value of carriage way at < 725.74 crore as on 01 April 2011. Instead, the said 

amount should have been amortised equal ly over the remaining period of 

15 years (out of the total period of 20 years from 2007-08), which worked out to 

< 48.38 crore74 as against depreciation of< 181.43 crore that was allowed. The 

incorrect allowance of depreciation had resu lted in under assessment of income 

of < 133.05 crore involving potential tax effect of < 43.17 crore. /TD had 

accepted the audit observation (February 2017} and initiated remedial action 

under section 263 of the Act. 

3.3.2.6 In Maharashtra, CIT-1, M umbai charge, AO completed the scrutiny 

assessment of M/s Deep Water Services India Ltd., for AY 2014-15 in 

March 2016 under specia l provisions of the Act at book profit of < 57.58 lakh 

and nil income under norma l provisions, after allowing set-off of brought 

forward business loss of < 37.21 crore pertaining to AY 2012-13 and carry 

forward of brought forward losses of< 83.12 crore pertaining to AYs 2012-13 

and 2013-14 as claimed without ascerta ining the availabil ity of such losses. Audit 

examination of assessment records of AYs 2012-13 and 2013-14 revealed that 

the AO had determined assessed income of< 20.42 crore and < 42.41 crore in 

AYs 2012-13 and 2013-14 respectively and as such there was no loss available in 

t hese two assessment years. Incorrect set off and carry forward of non-existent 

loss in AY 2014-15 resulted in under assessment of income to that extent 

involving short levy of tax of < 12.65 crore and potential tax effect of 

< 28.25 crore. /TD has accepted the audit observation (April 2017} and stated 

that remedial action was being taken. Further details are awaited (July 2017). 

73 CBDT Circular No. 09 dated 23/04/2014 
74 ~ 48.38 crore = ~ 725.74 crore/15 
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3.3.3. Irregular exemptions/deductions/rebate/relief/MAT credit 

We give below four such illustrative cases: 

Section 115JAA of the Income Tax Act allows carry forward of MAT credit to an assessee 

when tax payable under normal provisions is more than tax under special provisions. 

However, such credit shall be limited ta the difference of tax under normal provisions of the 

Act and tax under special provisions of the Act. 

3.3.3.1 In Pr. CIT-1, Bhubaneswar charge, AO completed the scrutiny assessment 

of National Aluminium Company Ltd. (NALCO), for the AY 2013-14 in February 

2016 determining income at ~ 1,090.35 crore. Audit examination revealed that 

assessment for the AY 2012-13 was completed in February 2015 determining 

total income at~ 1,109.76 crore under normal provisions. As total income was 

determined under normal provisions, no MAT credit was available for carry 

forward. However, whi le completing the scrutiny assessment for 

AY 2013-14, the AO had allowed MAT credit of ~ 53.04 crore relating to 

AY 2012-13 as claimed by the assessee in the return of income. This mistake had 

resulted in irregular grant of MAT cred it involving short levy of tax of 

~ 71.61 crore including interest. /TD stated (February 2017) that remedial action 

has been initiated for invoking provisions under section 147 of the Income Tax 

Act. Further details were awaited (July 2017}. 

Section 80-18 (11A} provides that 100 per cent deduction of the profits and gains is allowable to 

the undertaking deriving profits from the business of processing, preservation and packaging of 

fruits or vegetables or meat and meat products or poultry or marine or dairy products or from 

the integrated business of handling, storage and transportation of food grains for five 

assessment years beginning with the initial assessment year. 

3.3.3.2 In Gujarat, Pr. CIT-2 Baroda Charge, the scrutiny assessments of 

M/s Manpasand Beverages Pvt. Ltd. for the AYs 2012-13 and 2013-14 were 

completed in October 2015 and March 2016 determining income of 

~ 7.04 crore and ~ 8.80 crore respectively under normal provisions and 

~ 6.92 crore and~ 24.72 crore respectively under section 115JB. The assessee 

had claimed and was allowed deductions of~ 6.31 crore and ~ 9.69 crore for the 

AYs 2012-13 and 2013-14 respectively under section 80-IB {llA) for the business 

of manufacturing and processing of fruits juices. Audit examination revealed 

t hat the assessee had not dealt with fruits for manufacturing and processing of 

fruit juices during these AYs, and had instead used mango pulp only as raw 

material. Thus, deductions allowed as per provisions quoted ibid were not in 

order. The incorrect allowance of deduction of~ 6.31 crore and ~ 9.69 crore for 

the AYs 2012-13 and 2013-14 respectively resulted in under assessment of 

income by ~ 16 crore and short levy of tax of ~ 7.20 crore including interest. 

Ministry accepted the audit observation (July 2017} and initiated remedial action 

by issuing notice under section 263 of the Act in March 2017. 
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3.3.3.3 In Rajasthan, CIT Kata charge, AO completed the scrutiny assessment 

of M/s Mangalam Cement Ltd. for the AY 2013-14 in March 2016 at income of 

< 103.65 crore and tax demand of < 26.24 crore thereon after allowing MAT 

credit of < 7.39 crore. Audit examination revealed that MAT credit of 

< 6.91 crore was available for carry forward after scrutiny assessment of 

AY 2011-12 (March 2014), of which credit of< 4.52 crore was allowed during 

the assessment of AY 2012-13 assessed under section 154 in March 2015. 

Thus, MAT credit of < 2.39 crore was only available for set off during the 

AY 2013-14 instead of < 7.39 crore allowed by the assessing officer. The 

omission had resulted in under charge of tax by< 5 crore. Ministry accepted 

the audit observation {October 2017) and had rectified the mistake 

(October 2016) under section 154 of the Act. 

3.3.3.4 In Maharashtra, Pr. CIT {Central)-3, Mumbai charge, AO completed the 

scrutiny assessment of M/s Welspun Syntex Ltd. for the AY 2013-14 in 

March 2016 at 'nil' income after allowing set off of unabsorbed depreciation of 

< 10.89 crore to the extent of assessed income. The tax was computed under 

specia l provisions of section 115JB on book profit of < 16 crore. Audit 

examination revealed that the assessee had positive income of < 6.61 crore 

under normal computation in the AY 2012-13 after allowing set off of brought 

forward unabsorbed depreciations of < 8.43 crore pertaining to the 

AYs 2005-06 and 2009-10. As such, no unabsorbed depreciation was available 

for set off against the assessed income of< 10.89 crore in AY 2013-14. Irregular 

set off of unabsorbed depreciation and application of MAT provisions had 

resulted in under assessment of income of < 10.89 crore under the normal 

provision involving tax effect of< 3.53 crore including excess allowance of MAT 

credit of < 3.20 crore and short levy of tax of < 33.03 lakh under normal 

provisions. /TD accepted the observation and rectified the mistake (July 2016} 

under section 154 of the Act. 
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3.3.4 Incorrect allowance of business expenditure 

We give below nine such illustrative cases: 

Explanation to Section 37(1) of the Act stipulates that any expenditure incurred by an assessee 

for any purpose which is an offence or prohibited by law shall not be deemed to have been 

incurred for the purpose of business or profession. Further, Hon'ble Delhi High Court, in case of 

M/s Northern India Chemical Distribution Ltd. vs. CIT {2001) 248 /TR 790 (Delhi), also upheld the 

disallowance of the damages paid for the dishonest conduct of director though the amount 

may have been settled in civil action for damages. 

3.3.4.1 In Maharashtra, Pr.CIT-2 Mumbai charge, AO completed the scrutiny 

assessment of M/s Satyam Computer Services Ltd., for the AY 2011-12 in 

May 2015 determining loss at ~ 250.38 crore. Audit examination revealed that 

the assessee had claimed and was allowed amount of~ 569 crore to profit and 

loss account on account of settlement of 'Class Action Complaint' under the 

head of exceptional items. In the Tax Audit Report (Form 3CD}, the Auditor 

qualified these expense as deduction under section 37 of the income tax Act and 

hence ineligible for deduction for tax purposes. It was further revealed that the 

Company had to pay Class Action Settlement Consideration of ~ 569 crore to its 

investors in the United States of America due to fraud towards financial 

irregularities in the Company's books of accounts, which was allowed by the 

Department during scrutiny assessment. As the payment of settlement 

considerations was payment in the form of punitive damages for fraudulent act 

of the assessee company, the same was not allowable as per provisions ibid. The 

incorrect allowance of inadmissible deduction has resulted in the 

underassessment of income to the extent of ~ 569 crore and short levy of tax to 

the extent of~ 189 crore. ITD's reply was awaited (July 2017). 

Under section 36(1}(viia) of the Income Tax Act, provision for bad and doubtful debts is 

allowable in the case of banking industry at the rate of 7.5 per cent of total income of an Indian 

company and 5 per cent of total income in the case of a foreign company. It was clarified by the 

CBDT circular no. 17 of 2008 dated 26 November 2008 that this provision shall become the 

opening credit balance and the bad and doubtful debts actually written off shall first be set-off 

against available credit balance and excess, if any, is allowable under section 36(1)(vii) read 

with section 36(2) of the Act. 

3.3.4.2 In Maharashtra, Pr.CIT(IT}-4, Mumbai charge, AO completed the scrutiny 

assessment of M/s Standard Chartered Bank for the AY 2009-10 in March 2013 

determining income at ~ 3,783.11 crore . Audit examination revealed that the 

assessee had claimed bad debts of~ 261.91 crore. This was done by setting off 

the opening credit balance in provision for bad debts of~ 103.18 crore as per 

the return filed and claiming the balance in net bad debts of ~ 158.73 crore 

under section 36(1}(viia}, which was allowed by the AO. The actual opening 

credit balance in provision for bad debts available for set off against the bad 

debts written off was~ 190.85 crore. Thus the amount of~ 71.06 crore only was 
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el igible for deduction under section 36(1)(viia) as against< 158.73 crore allowed 

by the AO. The omission had resulted in excess allowance of bad debts by 

< 87.67 crore resulting in under assessment of income by the same amount 

involving tax effect of< 37.02 crore. /TD stated (June 2016) that the mistake had 

been rectified under section 154 in March 2016. 

Section 36{1)(viii) of the Income Tax Act stipulates that in computing income from business , a 

deduction shall be allowed in respect of any special reserve created and maintained by a 

specified entity. The amount of permissible deduction should be the least of the i) Amount 

transferred to special reserve account during the previous year; ii} 20 per cent of income from 

eligible business during the year; or iii) 200 per cent of the paid up capital less the balance of 

the special reserve account on the first day of the previous year. 

3.3.4.3 In Maharashtra Pr. CIT-2, Mumbai charge, AO completed the scrutiny 

assessment of M/s State Bank of India, for the AY 2013-14 in March 2015 

determining income of < 22,210.40 crore. Audit examination revealed that 

< 750 crore was transferred to the special reserve under section 36{1}(viii) 

during the previous year. However, t he AO had allowed deduction of 

< 833.68 crore as claimed by the assessee on the grounds that there was no 

express provision in the Act to the effect that reserve should be created by way 

of debit to t he Profit and Loss Account of the relevant financial year. This is not 

correct as the Act clearly provides for restricting the amount of deduction to the 

amount transferred during the previous year to the special reserve account 

created for the purpose of section 36(1)(viii). This mistake resulted in excess 

allowance of deduction amounting to< 83.68 crore75 with consequent short levy 

of tax of< 27.14 crore. ITD's reply was awaited (July 2017}. 

Section 41(1) of Income Tax Act provides that where an allowance or deduction has been made 

in the assessment for any year in respect of a loss declared by the assessee and subsequently 

during any previous year this amount is received, then the income realized should be treated as 

profits chargeable to tax. 

3.3.4.4 In Rajasthan, CIT Jaipur-2 charge, AO completed the scrutiny assessment 

of State Bank of Bikaner and Jaipur for the AY 2013-14 in February 2015 

determining income of < 1,407.74 crore . Audit examination revealed that 

assessee had claimed and was allowed deduction of< 37.61 crore as 'recovery in 

written off accounts' from the taxable income. The same was not allowable as 

per provisions ibid and chargeable to tax. The omission had resulted in under 

assessment of income of < 37.61 crore involving short levy of tax of 

< 15.01 crore including interest. ITD's reply was awaited (February 2017). 

75 ~ 83.68 crore = ~ 833.68 crore · ~ 750 crore 
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As per section 37 of Income Tax Act, any expenditure being in the nature of capital expenditure 

or personal expenditure shall not be allowed in computing the income chargeable under the 

head 'profits and gains of business or profession'. Bombay High Court in the case of Ciba of 

India Ltd. vs CIT held that where the assessee had set up a new plant for manufacturing 

additional pharmaceutical goods in the same line of business, travelling expenses, training 

expenses of staff etc. were in the nature of capital expenditure. 

3.3.4.5 In Maharashtra, CIT-LTU, Mumbai charge, AO completed the scrutiny 

assessment of M/s Tata Motors Ltd., for AY 2009-10 in January 2014 

determining loss of ~ 1,779.04 crore. Audit examination revealed that the 

assessee had claimed total expenses of ~ 43.83 crore towards salary, staff 

welfare expenses, travelling and conveyance, hotel ~xpenses etc. in respect of 

'Nano Project' which was capitalised in the books of accounts. However, the 

same was claimed and allowed as revenue expenses for the purpose of Income 

Tax in the computation of income. As 'Nano Project' at Singur (West Bengal) was 

altogether a new project and not an expansion of existing one, the expenses 

should have been capitalised. The incorrect allowance resulted in under 

assessment of income by ~ 43.83 crore, involving potentia l tax effect of 

~ 14.90 crore. /TD took remedial action (July 2016} under section 143{3} read 

with section 263. 

3.3.4.6 In Maharashtra, Pr.CIT-1, Mumbai charge, AO completed the scrutiny 

assessment of M/s Hindustan Petroleum Corporation Ltd. (HPCL), for the 

assessment year (AY) 2013-14 in March 2016 determining loss at 

~ 282.14 crore after disallowance of various expenditure. The assessee was 

liable to tax on book profit of~ 1,322.72 crore under the provision of MAT. 

Audit examination revealed that the assessee had debited ~ 35.53 crore to 

Profit and Loss Account on account of loss on sale of current investment which 

was allowed as business expenditure. It was also revealed that these 

investments were in the form of bonds issued by the Government of India to 

the assessee in previous years to make up for the loss on account of sale of 

products at lower cost to the Public Distribution System. As the 

sale/redemption of such bonds was capital in nature, it was required to be 

disa llowed in view of above quoted provisions. In a similar case of M/s HPCL 

for AYs 2006-07 and 2007-08, the Department had treated profit/loss on sale 

of oil bonds as capital gain/loss and was upheld by CIT (Appeals) in AY 2006-07. 

The incorrect allowance of capital expenditure had resulted in under 

assessment of income by ~ 35.53 crore involving short levy of tax of 

~ 11.53 crore. Ministry accepted the audit observation (September 2017) and 

stated that remedial action has been initiated under section 263 of the Act. 
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A provision made in the accounts only for an accrued or known liability is an admissible 

deduction. 

3.3.4.7 In Gujarat, Pr. CIT-1, Baroda Charge, AO completed the scrutiny 

assessment of M/s Gujarat State Electricity Corporation Ltd. for the AY 2011-12 

determining income at 'nil' after setting-off brought forward business losses of 

~ 269.90 crore and unabsorbed depreciation of~ 17.90 crore in January 2014. 

Audit examination revealed that the assessee had cla imed and was allowed 

~ 31.68 crore as provision towards a long term service contract agreement for 

maintenance of 374MW Utran Gas Based Power Plant. As the expenditure was 

merely a provision and not an ascertained liability, it should have been 

disallowed and added back to the income of the assessee. The mistake had 

resulted in under assessment of income by~ 31.68 crore involving potential tax 

effect of~ 10.52 crore. /TD took remedial action by passing order under section 

143{3} read with section 263 in December 2016. 

It has judicially been held76 that the guidelines issued by the Reserve Bank of India cannot 

override the statutory provisions of the Income Tax Act. 

3.3.4.8 In Tamil Nadu, Pr.CIT-2 Chennai charge, AO completed the scrutiny 

assessment of M/s Indian Bank for the AY 2013-14 in March 2016 determining 

income of~ 2,801.94 crore. Audit examination revealed that the assessee had 

claimed and was allowed amortisation of premium of ~ 31.90 crore on 

investment held under 'held to maturity' (HTM) category as per RBl's master 

Circular on 'Prudential norms for Classification, Valuation and Operation of 

Investment Portfolio by Banks' and the same was reflected as a deduction from 

'Income on Investments'. Since the investments classified under HTM category 

were not held as stock-in-trade and were of capital nature, the claim of 

amortisation of premium on investments held under HTM category was not 

allowable under the Income Tax Act. The omission to disallow had resulted in 

incorrect al lowance of expenditure of~ 31.90 crore involving short levy of tax of 

~10.35 crore. ITD's reply is awaited (July 2017}. 

3.3.4.9 In Odisha, Pr.CIT-1 Bhubaneswar charge, AO completed the scrutiny 

assessment of M/s Odisha Hydro Power Corporation Ltd. for the AY 2013-14 

after scrutiny in March 2016 determining income of ~ 15.67 crore. Audit 

examination revea led that the assessee had claimed and was allowed deduction 

of ~ 77.01 crore towards pension fund despite of certification by tax auditor that 

out of above liability, an amount of~ 49.15 crore had been paid in 2012-13 and 

~ 27.86 crore which remained unpaid was required to be disallowed under 

76 M/s Tamil Nadu Power Finance and Infrastructure Development Corporation Ltd. vs JCIT {280 ITR 491 M adras 
High Court) 
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section 438 of the Income Tax Act. The incorrect allowance resulted in under 

assessment of income by < 27.86 crore involving potential tax effect of 

< 9.04 crore. /TD accepted the audit observation {February 2017) and initiated 

remedial action for re-assessment under section 147 of the Act. 

3.4 Income escaping assessment due to omissions 

3.4.1 The Act provides that the total income of a person for any previous year 

shall include all incomes from whatever source derived, actually received or 

accrued or deemed to be received or accrued. We observed that the AOs did not 

assess/under assess total income that require to be offered to tax. Table 3.5 

shows the sub-categories which have resulted in Income escaping assessments. 

Table 3.5: Sub-categories of mistakes under income escaping 

assessments due to omissions 

(~in crore) 

Sub-categories Nos. 

a. Income not assessed/under 1 

assessed under special provision 

TE States 

2.06 Maharashtra 

b. Income not assessed/under 14 136.71 AP & Telangana, Delhi, 

assessed under normal provision 

c. Incorrect classification and 

computation of capital gains 

d. Incorrect estimation of Arm's 

Length Price 

e. Unexplained 

credit 

Tot al 

investment/cash 

4 

8 

Maharashtra, Odisha, TN and WB 

7.60 Gujarat, Maharashtra, Rajasthan 

and TN 

43 .68 AP & Telangana, Delhi, 

Maharashtra and WB. 

4 799.78 Gujarat, Maharashtra and WB 

31 989.83 

3.4.2 Income not assessed/under assessed under special provisions 

We give below one such illustrative case: 

Section llSJB of the Act provides for levy of Minimum Alternate Tax (MAT) at prescribed 

percentage of book profit if the income tax payable on the total income computed under the 

normal provisions is lesser than MAT. As per explanation 1 under section llSJB, "book profit" 

means the net profit as shown in the profit and loss account for the relevant previous year 

subject to certain additions/ deletions. Further, vide Finance Act 2011, book profit as defined 

below Explanation 1 of section llSJB has been amended to exclude retrospectively from 01 

April 2005 any deduction with respect to sections BOHHC, BOHHE and 80 HHF as enumerated in 

sub-clause (iv), (v) and (vi) thereof. 

3.4.2.1 In Maharashtra, Pr. CIT-15, Mumbai charge, AO completed the scrutiny 

assessment of M/s The Wanbury Ltd. for AY 2010-11 in April 2014 at nil 

income after allowing set off of brought forward unabsorbed depreciation to 

the extent of income available and computed tax under special provisions of 

Minimum Alternate Tax (MAT}. Audit examination revealed that the assessee 

had claimed and was al lowed deduction of < 12.11 crore under section 

80HHC{1B}, which was not in order. In view of the above mentioned 
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amendment, AO should have disal lowed and added back the deduction. 

Omission to do so resu lted in underassessment of book profit to that extent, 

involving short levy of tax of ~ 2.06 crore. Reply from the /TD was awaited 

(July 2017). 

3.4.3 Income not assessed/under assessed under normal provisions 

We give below six such illustrative cases: 

As per Section 115880 of the Act, where the total income of an assessee, being an Indian 

company, includes any income by way of dividends declared, distributed or paid by o specified 

foreign company, the income tax payable shall be the aggregate of the amount of income-tax 

calculated on the income by way of such dividends at the rate of fifteen per cent and the 

amount of income tax with which the assessee would have been chargeable had its total 

income been reduced by the aforesaid income by way of dividends. Further, in a scrutiny 

assessment, AO is required to make a correct assessment of the total income or loss of the 

assessee and determine the correct sum payable by him or refundable to him on the basis of 

such assessment. 

3.4.3.1 In Delhi, Pr. CIT-4 charge, AO completed the scrutiny assessment of 

M/s India Infrastructure Finance Company Ltd. for AV 2013-14 in February 2016 

determining income of ~ 1,141.18 crore and ta'X of ~ 343.28 crore thereon. 

Audit examination revealed that while completing the assessment, the AO did 

not add the dividend income77 of~ 166.28 crore to the income of the assessee 

despite the fact that assesse itself had offered tax at the rate of fifteen per cent 

on the sa id income in its return . Besides, tax on the assessed income of 

~ 1,141.18 crore was charged at~ 343.28 crore, instead of the correctly leviable 

amount of~ 370.25 crore. These mistakes had resulted in underassessment of 

income of ~166.28 crore, involving short levy of tax of ~ 53.95 crore. Ministry 

accepted the audit observation (July 2017) and rectified the mistake 

(February 2017) under section 154. 

Section 5 of the Act provides that the total income of a person far any previous year shall 

include all incomes derived from whatever source, which is received or deemed to be received 

or which accrues or is deemed to be accrued during such previous year, unless specifically 

exempt from tax under the provisions of the Act. 

3.4.3.2 In Odisha, Pr.CIT-1 Bhubaneswar charge, AO completed the scrutiny 

assessment of M/s North Eastern Electricity Supply Company of Orissa Ltd. 

(NESCO) for AV 2012-13 in March 2015 determining loss at ~ 108.95 crore. 

Audit examination revealed that t he assessee had credited ~ 79.32 crore in its 

profit and loss account as "Income to be recovered from future tariff 

determinations by OERC". However, in the computation of income, the same 

was reduced as "Income from regulatory affairs towards future tariff 

77 Tax was chargeable at the rate of fifteen per cent at this income under section 115000 of the Act 
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determinations by OERC". As the Act did not provide for deduction or 

exemption of such income and as this income was receivable in future, 

allowance of this income as exempt was not in order. The omission resulted in 

under assessment of income by< 79.32 crore involving potential tax effect of 

< 25.73 crore. /TD accepted the audit observation and initiated remedial action 

(February 2017). 

Under section 2B(iiib) of Income Tax Act, 1961, cash assistance (by whatever name called) 

received or receivable by any person against exports under any scheme of the Government of 

India shall be chargeable to income tax under the head 'profit and gains of business or 

profession '. 

3.4.3.3 In Maharashtra, Pr. CIT-2, Mumbai Charge, AO completed the scrutiny 

assessment of M/s Nhava Sheva International Containers Terminal Pvt. Ltd. for 

AV 2011-12 in March 2014 under special provisions of section 115JB allowing 

carry forward of tax credit of< 13.60 crore for set off in the following AV(s). The 

assessee company had credited to profit and loss account 

< 4.90 crore as duty scrip78 earned on account of its export earnings under the 

Served from India Scheme (SFIS) and uti lised the same for payment of custom 

duty on import of capital goods and spares. While finalising the assessment 

order, the AO had treated the duty scrip as capital receipt and reduced the same 

from the taxable income as claimed by the assessee. As per the provisions of 

section 28(iiib) of the Act, the duty scrip of< 4.90 crore was required to be taxed 

by treating it as revenue receipt. In doing so, the tax liability under normal 

provision worked out to be < 13.65 crore which exceeded the tax liability of 

< 13.60 crore worked out under special provisions. The mistake had resulted in 

short levy of tax of~ 13.65 crore including irregular carry forward of MAT credit 

of< 13.60 crore. /TD accepted the audit observation {February 2017) and took 

remedial action by passing the order under section 143{3} read with section 147 

in December 2016. 

3.4.3.4 In Delhi, CIT (International taxation)-1, AO completed the scrutiny 

assessment of M/s Amade us IT Group SA for AV 2011-12 under section 143(3) 

read with section 144C(13) of the Act in November 2014 determining income of 

~ 305.16 crore and tax of < 128.87 crore thereon. In the assessment order, 

taxab le income was computed in two ways, viz. an amount of< 305.16 crore as 

profit attributable to the permanent establishment (PE) (taxable at the rate of 

42.23 per cent) and ~ 79.37 crore as gross booking revenue in respect of 

bookings arising from India (taxable at t he rate of 10 per cent). As the tax liability 

was more in respect of profits attributable to the PE, the taxable 

78 A Duty Credit Scrip is a scrip which is issued by Director General of Foreign Trade and can be used to pay Customs 

Duty, Excise Duty and Service Tax. These Scrips are issued to both Exporters of Goods as well as Exporters of Service 
under various schemes mentioned in the Foreign Trade Policy. 
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income was assessed at~ 305.16 crore. Audit examination revealed that income 

of~ 7.66 crore (Euro 12,000,000 at the rate of~ 63.8429) was required to be 

included in the taxable income as revenue from the use of Altea system by 

British Airways and taxed at the rate of 10 per cent. However, this amount was 

not included in the profits attributable to the PE nor was any tax raised on the 

same. The omission had resulted in under assessment of income by 

~ 76.61 crore involving short levy of tax of~ 11.03 crore including interest. /TD 

rectified the mistake (January 2016) under section 154 of the Act. 

Section 115-0 of the Income Tax Act, 1961 provides for tax on any amount declared, distributed 

or paid by a domestic company by way of dividend. Under Section 2(22}{d) of the Act, dividend 

includes any distribution to its shareholders by a company on the reduction of its capital, to the 

extent to which the company possesses accumulated profits whether such accumulated profits 

have been capitalized or not, but does not include any payment made by a company on 

purchase of its own shares from a shareholder in accordance with the provisions of section 77A 

of the Companies Act, 1956. 

3.4.3.5 In Tamil Nadu, CIT-4, Chennai charge, AO completed the scrutiny 

assessment of M/s Mayajaal Entertainment Ltd. for AY 2012-13 in March 2015 

at total loss of~ 58.03 lakh. The company had bought back 1,68, 77,800 equity 

shares of~ 10 each at a price of~ 45 per share from M/s Pentamedia Graphics 

Pvt. Ltd., holding 48.71 per cent shares in the assessee company, under 

settlement, making payment of premium of ~ 59.07 crore . Out of premium 

amount of ~ 59.07 crore, assessee had adjusted ~ 39.89 crore against the 

Securities Premium Account and the balance~ 19.18 crore towards distribution 

of profit to M/s Pentamedia Graphics Pvt. Ltd. under section 2(22)(d) of the Act 

against the surplus as per profit and loss account. Since buyback of shares was 

not covered under the provisions of section 77A of the Companies Act, 1956, 

Dividend Distribution Tax under section 115-0 was payable. Omission to do so 

had resulted in non-levy of Dividend Distribution Tax of~ 3.19 crore excluding 

interest leviable thereon under section 115P. Reply from /TD was awaited 

(July 2017}. 

3.4.3.6 In Maharashtra, Pr. CIT (Central)-8(3), Mumbai charge, AO completed 

the scrutiny assessment of M/s Lokhandwala Kataria Construction Pvt. Ltd. for 

AY 2012-13 in March 2015 at total loss of~ 14.10 crore. The assessee, engaged 

in the business of property development, showed closing work-in-progress 

(WIP), in respect of AY 2013-14, at~ 547.77 crore after adding expenditure of 

~ 224.68 crore incurred during the year in the opening WIP of~ 323.09 crore i.e. 

closing WIP of AY 2012-13. The AO had restricted the closing WIP of previous 

AY 2012-13 to ~ 313.40 crore as against ~ 323.09 crore as claimed by the 

assessee in the assessment proceedings of that year. Hence the correct closing 

WIP with respect to the instant AY 2013-14 worked out to~ 538.08 crore instead 

of~ 547.77 crore after adding expenditure of~ 224.68 crore incurred during the 
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year as allowed in the assessment. Omission to adopt correct figure of closing 

WIP resulted in under assessment of income of~ 9.69 crore involving potential 

tax effect of~ 3.15 crore. /TD accepted the observation (March2017}, but details 

of remedial action initiated were awaited (July 2017). 

3.4.4 Incorrect computation/ classification of capital gains 

We give below three such il lustrative cases: 

Section 50 provides that if an assessee has sold a capital asset forming part of block of assets 

(building, machinery etc.) on which depreciation has been allowed under the Income Tax Act, 

the income arising from such capital asset (i.e. difference between WDV and sales 

consideration) is treated as short term capital gain . 

3.4.4.1 In Gujarat, Pr. CIT Va lsad Charge, AO completed the scrutiny assessment 

of M/s Avi Global Plast Private Ltd. for AY 2012-13 in January 2015 determining 

total income of~ 1.29 crore. The assessee had so ld factory building and earned 

profit of~ 10.43 crore. The gain so received was claimed to be non-taxable on 

the ground that the block of ' Factory Building' still remained positive as on 

31.03.2012. Assessee had shown a new build ing purchased at ~ 11.03 crore in 

January 2012 under the block of 'Factory Building'. However, there was no such 

purchase of building as the assessee had only entered into an agreement for 

purchase of building which was under construction. Thus, the new building 

shown as purchased did not form part of the block of asset, and therefore the 

amount of ~ 10.43 crore was liable to be taxed as short term capital gains 

(STCG}. The omission had resulted into under assessment of STCG of 

~ 10.43 crore involving short levy of tax of ~ 4.53 crore including interest. 

Ministry accepted the audit observation {September 2017) and stated that 

remedial action was initiated under section 148 of the Act in August 2017. 

Section 45(1) of the Income Tax Act provides that any profits or gains arising from the 

transfer of capital asset effected in the previous year shall be chargeable to income tax under 

the head "Capital Gains", and shall be deemed to be the income of the previous year in which 

the transfer took place. 

3.4.4.2 In Maharashtra, Pr.CIT-10, Mumbai charge, AO completed the scrutiny 

assessment of M/s N V Developers Pvt. Ltd. for AY 2012-13 in March 2015 

determining income of at ~ 9.01 Crore. The assessee was engaged in the 

business of operating and maintaining 'G-Corp Tech Park' and offered its rental 

income under the head 'Profit and Gains from Business or Profession '. While 

completing the assessment, AO had treated the rental income as 'Income from 

house property' and disallowed depreciation and other expenditure. Further, 

during the year under consideration, the assessee had sold a flat in the fifth floor 

(out of the 15 floors) of the Tech Park in August 2011 and credited an amount of 

~ 3.53 crore being the profit on this sale to profit and loss account under the 
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head 'Exceptional Items'. Since the rental income from the flats had been 

considered as 'Income from House Property' by the AO, any gain arising out of 

the sa le would be taxable as 'Capital Gains' instead of profits from business. 

Moreover, assessee had kept the flat for less than three years (April 2010 to 

August 2011). Hence, the profit wou ld be taxable as 'Short Term Capital Gains'. 

The omission to tax STCG had resulted in under assessment of capital gain of 

~ 3.53 crore involving tax effect of ~ 1.15 crore. Ministry accepted the audit 

observation (September 2017) and stated that remedial action under section 147 

of the Act will be taken in due course. 

3.4.4.3 In Rajasthan, CIT-Ajmer charge, AO completed the scrutiny assessment 

of M/s Sharda Spuntex Private Ltd. for AY 2013-14 at an income of~ 0.98 crore 

including short term capital gains (STCG) of~ 5.04 crore after setting-off brought 

forward business loss of ~ 2.48 crore and unabsorbed depreciation of 

~ 1.38 crore in March 2016. While computing t he taxable income of the 

assessee, the AO allowed set-off of brought forward business loss of~ 2.48 crore 

from STCG which was irregular in view of the provisions quoted above. The 

omission had resulted in under-computation of short term capital gains by 

~ 2.48 crore involving short levy of tax of ~ 1.11 crore including interest. 

Ministry accepted the audit observation (October 2017) and rectified the mistake 

by passing order under section 154 in January 2017. 

3.4.S Incorrect estimation of Arm's Length Price 

We give below four such illustrative cases: 

The computation of Arm's Length Price (ALP) under section 92C of Income Tax Act, 1961, 

should be referred to the Transfer Pricing Officer (TPO), if the value of international 

transaction as defined under section 928 of the Act exceeds r 15 crore. The TPO, after 

hearing the assessee and considering the evidence produced by him as required on any 

specified points and after taking into account all relevant materials which he has gathered, 

shall by order in writing determine the ALP in relation to the international transaction in 

accordance with provisions of section 92C{3) and send a copy of his order to the AO and to 

the assessee. 

3.4.5.1 In Maharashtra, Pr.CIT (TP)-1 Mumbai charge, AO completed the 

transfer pricing assessment of M/s ACC Ltd. for AY 2013-14 in November 2016, 

determining the Arm's Length Price (ALP) adjustment at ~ 503.48 crore. While 

determining the ALP of the inter-unit transfer of power, the sales value of the 

assessee at various locations was revised and ALP adjustment of~ 428.81 crore 

was proposed vide para 33 of transfer pricing order. As per the working of the 

revised sa le va lue and adjustments thereon, while computing the adjustment in 

respect of a location 'Jamul', the va lue was inadvertently taken at ~ 4.75 crore 

instead of~ 47.55 crore. This mistake had resu lted in short adjustment of ALP by 
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~ 42.80 crore involving a tax effect of~ 13.89 crore. Ministry accepted the audit 

observation {September 2017) and rectified the mistake by passing order under 

section 92CA{5)79 read with section 154 in January 2017. 

Section 92C{l) of the income Tax Act, 1961, provides that the Arm's Length Price(ALP) in 

relation to an international transaction shall be determined by any of the methods, being the 

most appropriate method, having regard to the nature of transaction or class of transaction or 

class of associated persons or functions performed by such persons or such other relevant 

factors as the Board may prescribe. The methods specified may be any of a) comparable 

uncontrolled price method, b) resale price method, c) cost plus method, d) profit split method, 

e) transactional net margin method, and f) such other method as be prescribed by the Board. 

3.4.5.2 In Maharashtra CIT(TP)-Pune charge, the TPO passed an order on 

M/s Volkswagen India Pvt Ltd. for AY 2013-14 in October 2016 determining 

adjustment of ~ 1,110.42 crores to the va lue of international transaction by 

applying Cost Plus Method (CPM). An alternate adjust ment of~ 881.53 crore 

was also made by applying Transactional Net Margin Method (TNMM) as the 

Most Appropriate Method (MAM). During the course of alternative 

benchmarking with TNMM as MAM, the Profit Level Indicator (PU) of the 

assessee was determined by the ITD as (-) 13.74 per cent while PU of the 

comparables was worked out to 1.81 per cent. Considering this, the Arm 's 

Length operating profit in case of the assessee should be ~ 106.90 crore 

(1.81 per cent of~ 5,906.27 crore as operating revenue) as against the actual 

operating profit of the assessee at (-) ~ 811.84 crore. Thus, the total 

adjustment under this head should have been proposed at ~ 918.74 crore. 

However, the ITD had incorrectly considered PU of the comparables as 

1.18 per cent instead of correct PU of 1.81 per cent. Consequently, the Arm 's 

Length Profit was wrongly computed at ~ 69.69 crore (1.18 per cent of 

~ 5,906.27 crore) after allowing ALP adjustment of only ~ 881.53 crore under 

t he provisions of section 92CA(3) of the Act . The omission resulted in short 

adjustment of~ 37.21 crore80 involving tax effect of~ 12.07 crore. Ministry 

accepted the audit observation (September 2017) and rectified the mistake by 

passing order under section 154 read wit h section 92CA{5) of the Act in 

December 2016. 

3.4.5.3 In West Bengal, CIT IT & TP, Kolkata charge, the TPO passed an order on 

M/s Philips India Pvt. Ltd. for AY 2012-13 under section 92CA(3} in January 2016 

at an upward adjustment of~ 371.94 crore which was revised at~ 340.21 crore 

under sections 92CA(3) read with sections 92CA(5) and 144C(5) of the Act for 

79 Section 92CA of Income Tax Act deals w ith procedure for reference to TPO of any issue relating to computation of 
ALP in an international transact ion. As per sub section S of section 92CA the TPO can determine ALP of other 
international transactions identified subsequently in the course of proceedings before him. 

80 ~ 37.21 crore = ~ 918.74 crore - ~ 881.53 crore 

so 
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g1vmg effect to the directions of the Dispute Resolution Panel (DRP) in 
I 

January 2017. In the final TP order of January 2017, upward adjustments in 
I 

respect of Advertisement ,MarkeUng and Promotions (AMP) expenses for 

lighting (distribution) divisio~ and CLS (distribution) division was made for tota~ 
amount of ~ 1.03 crore (lighting division ~ 0.02 crore and ClS division 

~ 1.01 crore). Audit examin~tion revealed that the TPO, while making upward· 
I 

adjustments, computed upward adjustment on AMP expenses instead of on the 

operating income. This omi~sion had resulted in short upward adjustment of 
I 

~ 21.03 crore ~ 2.27 crore for lighting and ~ 18.76 crore for ClS respectively) 
I 

involving tax effect of~ 6.82 crore. /TD rectified the mistake (June 2017) under 
I 

section 144C(5) read with sections 154 and 92CA(3}. 

3.~.!S.~ in Delhi, CIT-1 TPO c~arge, the TPO passed an order on M/s IB!l'iairta Anrte~ 
Udl. under section 92CA(3) 0f the Act for AV 2011-12 in November 2014 at an 

adjustment of < 227.96 crdre 011 the international transactions of corporate 

guarantee, interest on loans advanced to Associated Enterprises (AEs), 

receivables (recoverable fro~ AEs) and valuation of shares. The TPO proposed 

interest adjustments of~ 0.'.119 crore, ~ 17.94 crore and~ 54.19 crore at the rate 

of 11.69 per cent on tile loa1ns advanced to its three subsidiary companies, viz. 

M/s Bharti Airtel (USA) ltd., M/s Bharti Airte! lnternatio11ai (Netherland) B.V. and 
I 

M/s Bharti Airtel (la11ka) ltq. respectively. However, in the final computation, 

the proposed adjustment ofl ~ 0.19 crore and~ 17.94 crore were not induded. 

This mistake had resulted in short adjustment of~ 18.13 crore. Further, while 

applying the Comparable U11controiied Price (CUP) method, the rate for the 

financial guarantee rate of j Punjab National Bank was taken as 2.7 per cent 
I 

instead of 3.6 per cent (0.9 p
1

er cent per quarter rate was given), ~ea ding to short 

adjustment of< 87.16 !akh. ifhe mistakes had resu~ted in total short adjustment 
' 

of~ 19 crore in the order o~ the TPO i11vo~ving short levy of tax of~ 6.31 crore. 

Ministry accepted the audit observation (September 2017} and rectified ·the 

mistakes (May 2016} under section 154. 
I 

i 
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3.4.6 Unexplained Investment/cash credit 

We give below one such illustrative case: 

Section 68 provides that if assessee offers no explanation about the nature and source of any 

sum credited in the books of the assessee, the sum so credited may be charged to income tax as 

income of the assessee. As per Section 2818 of the Act, if during the assessment proceedings, 

the AO is of the opinion that it is necessary in the interest of revenue, he may, with the prior 

approval of Pr. Commissioner of Income Tax, provisionally attach the property of the assessee. 

Further, bank accounts of the defaulting assessee can be frozen under section 226(3) of the Act. 

3.4.6.1 In Maharashtra, Pr. CIT-14, Mumbai charge, a company M/s Darwin 

Platform Infrastructure Ltd. declared income of~ 1.16 crore for AY 2012-13 

(September 2012). The case was selected for scrutiny under CASS to examine 

the huge introduction of unsecured loan during the relevant financial year 

2011-12 (~ 1,799.78 crore was raised by the assessee during the year). The AO 

completed the best judgment assessment (March 2015) ex parte under section 

144, making ad-hoc addition of ~ 19.01 crore, under section 68 of the Act, 

treating one percent of the entire unsecured loans at the year-end amounting to 

~ 1900.79 crore as unexplained income. 

As per the assessment records, ITD had issued notices to the assessee 

(August 2013, December 2014 and March 2015) for submission of the details in 

respect of these loans including the list of unsecured loan providers and their 

confirmations. However despite the first two notices being duly served, no 

information or submission in this regard was received from the assessee. The 

case being material one involving loan transactions of~ 1,900.79 crore, the ITD 

was required to make maximum possible inquiries about the assessee, 

direct/indirect assets of the assessee etc. and to take recourse to available 

options of property attachments and/or freezing of bank accounts so as to 

protect the interest of revenue. ITD added back only one per cent of the 

unsecured loan instead of the enti re amount of unsecured loan concluding that 

the three main yardsticks of candidness of the loan transaction viz. identity of 

the loan providers, their creditworthiness and genuineness of transaction 

remained unproved. Conclusion drawn by the AO was not convincing at all. The 

omission had resulted in under assessment of income of ~ 1,780.77 crore 

involving short levy of tax was of ~ 577.77 crore. Besides, interest 

of~ 208 crore was also leviable under section 2348. Ministry accepted the audit 

observation {September 2017} and stated that since the assessment was set 

aside, the proceedings under section 143(3) read with section 264 was 

in progress. 
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I 
3.5 Over-clhlarge of tax/~ll1lterest 

i 
3.SJL We noticed that Abs over assessed income in 40 cases invo~ving 
overcharge of tax and in~erest of ~ 446.08 crore in Andhra Pradesh & 

Teianga11a, Delhi, Haryana, !Madhya Pradesh, Maharashtra, Odisha and West 

Be11gat We give below five such rnustrative cases: 

3.SJLJI. ~n Maharashtra, Pr. CiT-5, Mumbai Charge, the AO had reopened and 

compieted the assessment mf M/s Narl!:aoirnai Avaatal0lll1l 1Ci0mpall'lly ~~l"lldiaa~ UdL for 

AV 2008-09 after scrutiny I in February 2015 determining assessed loss at 

~ 4,679.29 crore, inter a/ia, making addition of ~ 39.69 crore towards 

unabsorbed depredation pe1rta~ning to the AV 1997-98. The assessee company 

had total brought forward uhabsorbed depredation of~ 311.12 crore i11duding 

~ 39.69 crore pertaining to IAv 1997-98 which was not allowed to be carried 

forward for set off eithe~ at the time of rectification order passed in 
I . 

March 2012 or at the time of earlier scrutiny order passed by the department i11 

December 2010 as the asseJsee had reported loss during the reievant previous 

year. As such, the AO sllo~ld have reduced the claim of carry forward of 

unabsorbed depreciation ofl~ 39.69 crore pertaining to AV 1997-98 instead of 

adjusting the income of AV 2po8-09. The mistake resu~ted in underassessment of 

loss of ~ 39.69 crore involving potential excess levy of tax of ~ 13.49 crore. 

ITD's reply was awaited (July'2017). 

3.SJl..2 ~11 Haryana, Pr.OT (Central), Gurgaon charge, AO completed the 

assessment of M/s Ti0i<ao ~mperia~ !R1U11blber ~ll'ildna !Pvt. ILtd. for AV 2009-10 under 

section 143(3) read with sJction 147 in March 2015 determining income of 

~ 30.59 crore. While compJting taxable income, the AO erroneously adopted 
I 

figure of returned income as]~ 20.97 crore instead of loss of~ 20.97 crore as ger 

return med by the assessee. The assessed income was wrongly determined as 

~ 30.59 crore instead of the ~orrect amount of loss of~ 11.35 crore after making 

disallowa11ce of~ 9.72 crorel The mistake had resulted in over charge of tax of 

~ 10.72 crore including interbst. /TD has rectified mistake by issuing order under 
I 

section 154 {September 2015). 

3.5.1.3 ~n West Bengal, Pr. CIT-2, Kolkata charge, AO completed the scrutiny 

assessment of M/s Trell'lld V''lfapaar Ud. for AV 2013-14 in March 2016 

determining income of ~ 21.81 crore. The assessee had filed return of income 

for the year at nil inco~e after setting off brought forward losses of 

~ 21.78 crore against the i~come of ~ 97.16 ~akh and the remaining loss of 

~ 20.81 crore was carried lorward for set off in future year. The AO, whi~e 

finalizing the assessment, rejected the claim of the entire brought forward losses 

of the assessee and erronedus!y added this amount, along with the disallowed 

expenses of ~ 3.32 iakh td the assessee's total income. The omission had 
I 
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resulted in over assessment of income of< 20.81 crore81 involving over charge 

of tax of< 9.20 crore. Ministry accepted the audit observation {October 2017) 

and rectified the mistake {May 2016) under section 154 of the Act. 

As per section 2348{3}, if as a result of re-assessment under section 147, the amount on which 

interest was initially payable is increased, the taxpayer will be liable to pay additional interest 

at the rate of 1 per cent per month or part of month. This is calculated from the date of 

determination of total income under section 143(1) or regular assessment and ending on 

the date of reassessment. 

3.5.1.4 In AP & Telangana, Pr.CIT-4 Hyderabad charge, AO completed the 

scrutiny assessment of M/s Deccan Chronicle Holdings Ltd. for AV 2010-11 in 

March 2013 determining income at < 364.10 crore. Subsequently the 

assessment was re-opened and completed in March 2015 enhancing the 

income to < 3,280.27 crore. While computing tax demand under the 

re-assessment made in March 2015, AO had levied surcharge at 7.5 per cent 

instead of leviable rate of 10 per cent resulting in short levy of surcharge of 

< 24.60 crore. Besides, AO had erroneously charged interest at < 592.26 crore 

under section 2348 instead of the correct amount of< 246.86 crore, resulting in 

excess levy of interest of< 345.41 crore. The mistakes had resulted in net excess 

demand of tax of < 320.80 crore . /TD rectified the mistakes under section 

154 in June 2016 and January 2017 respectively. 

3.5.1.5 In Delhi, Pr. CIT-3 charge, AO completed the scrutiny assessment of 

M/s Delhi Transco Ltd. for AV 2013-14 in March 2016 determining income of 

< 39.35 crore as 'income from other sources' and< 317.31 crore under special 

provisions of the Act. While computing tax demand, the AO had erroneously 

levied interest of< 18.08 crore under section 2348 of the Act despite the fact 

that TDS credit of< 83.74 crore available to the assessee was more than the 

assessed tax of< 63.49 crore. The mistake had resulted in excess levy of interest 

of< 18.08 crore. Ministry accepted the audit observation (September 2017) and 

rectified the mistake {May 2016) under section 154. 

81 ~ 20.81 crore = [~ 21.81 crore - (~ 97.16 lakh + ~ 3.32 lakh)) 
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Chcaipter N'~ ~tlil«:@me Tax atnld Weai~th Tax 

4.:ll..:!L This chapter discusses 131 income tax and six wea~th tax cases, of which 

121 cases invo~ving underctarge of ~ 314.73 crore and 16 cases irwo~ving 
overcharge of~ 21.26 crore were issued to the Ministry during Apri~ 2017 to July 

2017. These cases of incor~ect assessment point towards weaknesses in the 

-intema! controls on the assessment process being exerdsed by the Income Tax 
I 

Department. j 

I 

4JL.2 The categories of mistakes have been broadly dassified as fo~~ows: 

a Quality of assessments 

o Administration of ta+oncessions/exemptions/ deductions 

o ~ncome escaping assessments due to omissions 
I 

o Others-Overcharge o~ tax/interest etc 

4.:11..3 ffD has completed rlmedial action in 90 cases involving tax effect of 

~ 215.01 crore. The Minist1 has conveyed its acceptance in 47 cases invo~ving 
tax effect (TE) of~ 48.89 crore while not accepting two cases involving tax effect 

of~ 7.17 crore. 

Tabie 2.9 (para 2.4.4) of this report shows the details of broad categories of 

mistakes and their tax effect {refer Appendix 2.3) . 

. ~t2 Quiaml:y cf aissessme11111l:s , 

4.2.1 AOs committed erro~s in the assessments despite dear provisions in 

the Act.These cases of incofrect assessments point to continuing weaknesses 

in the internal controls on the part of ffD which need to be addressed on 
I 

priority. I 

Tab~e 4.1 shows the sub-catlgories of mistakes which impacted the quality of 

assessments. I · 
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Table 4.1: Details of errors in quality of assessment (fin crore) 

Sub-categories Cases TE States 

a. Arithmetical errors in 26 75.89 Andhra Pradesh, Delhi, Gujarat, Haryana, 

computation of income 

and tax 

b. Incorrect application of 

rates of tax, su rcharge 

etc. 

c. Mistakes in levy of 

interest 

Total 

06 

Madhya Pradesh, Maharashtra, Odisha, 

Punjab and Tamil Nadu 

11.92 Delhi, Goa, Jharkhand, Maharashtra and 

Punjab 

37 130.12 Andhra Pradesh, Assam, Bihar, Delhi, Goa, 

69 217.93 

Gujarat, Haryana, Karnataka, Kerala, 

Madhya Pradesh, Maharashtra, Odisha, 

Rajasthan, Tamil Nadu, UT Chandigarh, 

Uttar Pradesh and West Bengal 

4.2.2 Arithmetical errors in computation of income and tax 

We give below four such illustrative cases: 

The Act provides that AO is required to make a correct assessment of the total income or loss 

of the assessee and determine correct amount of tax or refund, as the case may be. 

4.2.2.1 In Maharashtra, CIT Exemption Mumbai charge, AO completed the 

assessment of an Association of Persons (Trust), Mumbai Cricket Association, 

for AY 2010-11 after scruti ny in March 2013 at an income of~ 20.53 crore. 

The AO had considered the assessee as a non-charitable organization having 

no valid registration under section 12A and hence, the entire income of the 

assessee was required to be taxed. However, an amount of ~ 39.67 crore 

received by the assessee on account of infrastructure subsidy was not added 

back while computing assessed income. The mistake had resulted in 

underassessment of income of ~ 39.67 crore involving short levy of tax of 

~ 16.67 crore including interest. /TD initiated remedial action under section 

147 of the Act (January 2017}. 

4.2.2.2 In Odisha, Pr. CIT-1 Bhubaneswar charge, AO completed the 

assessment of a co-operative society M/s Neelachal Gramya Bank for 

AY 2013-14 after scrutiny in January 2016 at 'nil' income as declared by 

assessee in its returned income. The assessee had claimed ~ 0.6 crore and 

~ 4.07 crore on account of 'printing & stationary' and 'other expenditure' 

respectively, however, while computing aggregate of both expenses in the 

return of income, adopted the aggregate figure at ~ 34.62 crore instead of 

~ 4.13 crore. As a result, profit before taxes was arrived at 'nil ' instead of 

~ 30.49 crore which was also considered by AO while computing taxable 

income of the assessee. The mistake had resulted in underassessment of 

income of~ 30.49 crore involving short levy of tax of~ 12.61 crore including 
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interest. /TD initiated remedial action under section 147 of the Act 

(March 2017). 

4.2.2.3 In Tamil Nadu, CIT Centra l-1, Chennai charge, AO completed the 

assessment of a trust M/s Jaya Educational Trust for AY 2012-13 after scrutiny 

in March 2015 at an income of< 10.77 crore. In the Income and Expenditure 

Account, the assessee had shown total receipts of< 68.06 crore and arrived at 

'Excess of Income over Expenditure' of < 13.92 crore. However, while 

computing the taxable income of the assessee, AO took the net Income as per 

Income and Expenditure Account at 'nil' instead of< 13.92 crore. The mistake 

had resulted in under assessment of income by < 13.92 crore involving short 

levy of tax of< 4.30 crore. Reply from the /TD was awaited (September 2017). 

4.2.2.4 In Gujarat, Pr. CIT-1, Surat Charge, AO completed the scrutiny 

assessment of an individual Anil Satyanarayan Roongta for AY 2013-14 after 

scrutiny in March 2016 at an income of < 9.63 crore. While computing the 

taxable income of the assessee, the assessed income was incorrectly adopted as 

< 5.06 crore instead of the correct figure of< 9.63 crore by AO. The mistake had 

resulted in underassessment of income of < 4.57 crore with consequent short 

levy of tax of< 1.28 crore including interest. Reply from the /TD was awaited 

{September 2017). 

4.2.3 Incorrect application of rates of tax, surcharge etc. 

We give below three such illustrative cases: 

Section 4(1) of the Income Tax Act, 1961 provides that income tax is chargeable for every 

assessment year in respect of the total income of the previous year of an assessee, according to 

the rates prescribed under the relevant Finance Act. The Finance Act relevant to assessment 

year 2009-10 provides for levy of surcharge at the rate of ten per cent of income-tax in the case 

of a firm, if net income exceeds rupees one crore. 

4.2.3.1 In Delhi, Pr. CIT(C)-2 charge, assessment of a firm, M/s Shiva Mint 

Industries for the assessment year 2009-10 was completed in March 2016 at an 

income of< 159.67 crore and a tax of< 47.90 crore thereon. While computing 

tax in the Income Tax Computation Form, AO did not levy the surcharge 

applicable at the rate of t en per cent of income-tax. The mistake had resulted in 

short levy of tax of < 9.08 crore including interest. ITD rectified the mistake 

under section 154 (March 2017). 

4.2.3.2 In Goa, CIT-Panji charge, AO completed the scrutiny assessment of the 

assessee, M/s Vassudeva Dempo Family Pvt. Trust for AY 2013-14 in February 

2016 at an income at< 5.09 crore. While computing tax liability of the assessee, 

AO computed tax on short term capital gains on the sa le of debt funds at 15 per 

cent instead of 30 per cent, although the assessee had offered the same at 30 

per cent in its return of income/statement of computation of income and tax. 
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The mistake had resulted in short levy of t ax to the tune of ~ 0.67 crore. The 

Ministry accepted the audit observation and rectified the mistake under section 

154 (January 2017). 

4.2.3.3 In Punjab, Pr.CIT (Central) Ludhiana charge, AO completed the 

assessment of an individual Suman Aggarwal for AY 2009-10 under section 147 

read with section 143(3) in March 2016 at income of ~ 3.99 crore. While 

calculating tax liability of the assessee, AO did not levy the surcharge even 

though the same was leviable at the rate of 10 per cent. The omission had 

resulted in short levy of tax of~ 23.13 lakh including interest. /TD rectified the 

mistake under section 154 (July 2016}. 

4.2.4 Mistakes in levy of Interest 

We give below three such illustrative cases: 

Section 2348(3) of the Income Tax Act, 1961 provides that, where, as a result of an order of 

re-assessment under section 153A, the amount on which interest was payable is increased, 

the assessee shall be liable to pay simple interest at the rate of one per cent for every month 

or part of a month comprised in the period commencing on the 1st day of April next following 

such financial year and ending on the date of the reassessment, on the amount by which the 

tax on the total income determined on the basis of the reassessment exceeds the tax on total 

income determined under sub section(1) of section 143 or on the basis of the regular 

assessment. 

4.2.4.1 In Delhi, Pr. CIT-(C)-2 charge, AO completed the assessment of a firm, 

M/s Ambika International, for AYs 2008-09, 2009-10 & 2010-11 under section 

153A in March 2016 determining incomes of ~ 238.64 crore, ~ 338.06 crore and 

~ 346.31 crore respectively. While computing interest under section 2348(3) in 

the said assessment years, AO levied interest at~ 32.45 crore, ~ 74.69 crore and 

~ 63.00 crore instead of ~ 77.87 crore82, ~ 96.52 crore83 and ~ 76.89 crore84 

respectively. The mistake had resulted in short levy of interest of~ 81.14 crore. 

/TD rectified the mistakes under section 154 (March 2017). 

4.2.4.2 In Haryana, Pr. CIT (Central ), Gurgaon charge, AO completed the 

assessments of an individual Jitendra Singh for AYs 2009-10 to 2013-14 under 

section 153A(l)(b) read with sections 143(3) and 144 in March 2016 determining 

income of ~ 43.29 crore. While computing tax liability for AYs 2009-10 to 

2013-14, AO erroneously charged interest under section 2348 at ~ 5.78 crore 

instead of leviable amount of interest of~ 7.74 crore. The mistakes had resulted 

in short levy of interest of~ 1.96 crore. /TD rectified the mistake under section 

154 (September 2016}. 

82 for 96 months 
83 for 84 months 
84 for 72 months 
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Section 234A of Income Tax Act 1961 provided that if a return of income is furnished after the 

due date, the assessee is liable to pay interest at the rate of one per cent per month 

commencing on the date immediately following the due date for filing the return of income 

and ending on the date of furnishing the return. 

4.2.4.3 In Pr.CIT-Central, Kanpur charge, AO completed the assessment of an 

individual Manoj Kumar for AYs 2012-13, 2013-14 & 2014-15 under section 

144/153C in March 2016 at income of ~ 35.51 crore, ~ 38.41 crore and 

~ 7.83 crore respectively. While computing tax liability of the assessee, AO did 

not levy interest under section 234A despite the fact that assessee had neither 

filed return of income in response to notice under section 153C nor under 

section 139(1} of Income Tax Act 1961. The mistake had resulted in short levy of 

interest of~ 9.26 crore. Reply from the /TD was awaited (September 2017). 

4.3 Administration of tax concessions/exemptions/deductions 

4.3.1 The Act allows concessions/exemptions/deductions to the assessee in 

computing total income under Chapter VI-A and for certain categories of 

expenditure under its relevant provisions. We observed that the AOs have 

irregularly extended benefits of tax concessions/exemptions/deductions to 

ineligible beneficia ries. These cases point out weaknesses in the administration 

of tax concessions/deductions/exemptions on the part of ITD which need to be 

addressed. Table 4.2 shows the sub-categories which have impacted the 

administration of tax concessions/exemptions/ded uctions. 

Table 4.2: Sub-categories of mistakes under Administration of tax (~in crore) 

concessions/ exemptions/deductions 

Sub-categories Nos. TE States 

I a. Irregular exemptions/ 07 4.17 Gujarat, Kera la, Maharashtra, 

deductions/relief given to Rajasthan and UT-Chandigarh 

individuals 

b. Irregular exemptions/ 09 17.92 Bihar, Chhattisgarh, Gujarat , 

deductions/relief given to Himachal Pradesh, Maharashtra, 

Trusts/Firms/Societies/ AOPs Tamil Nadu and Uttrakhand 

c. Incorrect allowance of Business 10 31.69 Assam, Bihar, Gujarat, 

Expenditure Maharashtra, UT Chandigarh, 

Uttrakhand and West Bengal 

d. Irregularities in allowing 09 24.41 Bihar, Jharkhand, Kera la, 

depreciation/business losses/ Maharashtra, Odisha and 

capital losses Rajasthan 

Total 35 78.19 
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4.3.2 Irregular exemptions/deductions/relief given to Individuals 

We give below two such illustrative cases: 

Section 54F of the Income Tax Act provides that to claim the exemption under this section, 

the assessee should not own more than one residential house, other than the new asset, on 

the date of transfer of the original asset. 

4.3.2.1 In Rajasthan, CIT-Ill Jaipur Charge, AO completed the scrutiny 

assessment of an Individual Bharat Mohan Raturi for AY 2013-14 in February 

2016 at income of < 18.22 lakh. The assessee had earned long term capital 

gain (LTCG) of< 94.39 lakh on sale of a plot of land at sale consideration of 

<one crore. On LTCG being investment in another house property of 

< one crore, the assessee had claimed exemption and the same was allowed. 

However, other than new house, the assessee owned two residential houses 

on the date of transfer. Therefore, assessee was not eligible to avail the 

exemption as per provisions ibid and tax was to be charged on LTCG of 

< 94.39 lakh . The omission had resulted in under computation of income by 

like amount involving tax effect of< 26.25 lakh including interest. 

Section 548 of Income Tax Act, 1961, provides that, any capital gain arising to an individual 

assessee from transfer of any agricultural land which has been used by the assessee or his 

parents for at least a period of two years immediately preceding the date of transfer, for 

agricultural purposes, shall be exempt to the extent such capital gain is invested in the 

purchase of another agricultural land within a period of two years after the date of transfer 

to be used for agricultural purpose. Further, section 54F ibid provides for exemption of any 

long-term capital gain in full, arising to an individual from the transfer of any capital asset 

other than residential house property, if the entire net sales consideration is invested in 

purchase of one residential house within one year before or two years after the date of 

transfer of such an asset or in the construction of one residential house within three years 

after the date of such transfer. Where part of the net sales consideration is invested, it will 

be exempt proportionately. 

4.3.2.2 In Kerala, Pr.CIT Thiruvananthapuram charge, AO completed the 

assessment of an individual, Sanjith Sadasivan, for AY 2012-13 after scrutiny in 

June 2014 determining the total income at< 1.19 crore and agricultural income 

of < 0.12 lakh. The total income assessed included long term capital gain of 

< 1.12 crore arising from transfer of agricultural land. In computing the long 

term capital gain at < 1.12 crore, exemption under section 548 amounting to 

< 3.59 crore towards investment in purchase of new agricultural land and 

exemption under section 54F amounting to < 61.40 lakh towards purchase of 

residential house were allowed. The cost of improvement to the new 

agricultural land purchased amounting to< 1.56 crore was also considered while 

arriving at the amount of exemption under section 548, which was not 

allowable under the section. This has resulted in excess exemption of 

~ 69.68 lakh under section 548. Further, verification of the documents in 
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respect of the purchase of residential house and land appurtenant thereto 

(3.85 Are) furnished by the assessee in support of claiming exemption under 

section 54F revealed that the building on the said land had been demolished 

before the date of purchase of the same by the assessee. As the assessee did 

not invest capital gain on residential house, allowance of exemption under 

section 54F was irregular. The total inadmissible exemption under sections 54B 

and 54F works out to ~ 1.31 crore with a tax effect of ~ 34.29 lakh including 

interest. The Ministry accepted the audit observation and initiated action under 

section 263 (March 2017). 

4.3.3 Irregular exemptions/deductions/relief given to Trusts/Firms/ 

Societies/ AOPs 

We give below two such illustrative cases: 

Section BO{P}{l) provides that in case of an assessee being a co-operative society, while 

computing total taxable income of the assessee, a deduction in respect of the specified income 

under sub-section (2) is to be allowed. Further, section 80P{2}{d) allows deduction of any 

income by way of interest or dividends derived by the co-operative society from its investments 

with any other co-operative society. This deduction cannot be extended to the interest income 

earned from the investment in a bank other than a co-operative society. 

4.3.3.1 In Gujarat, Pr. CIT-V Ahmedabad charge, AO completed the assessment 

of a co-operative society, The Gujarat State Co Op. Agri & Rural Development 

Bank Ltd. for AYs 2010-11 and 2012-13 after scrutiny in December 2012 and 

October 2014 at income of~ 2.94 lakh and nil after allowing deductions under 

section 80(P) of~ 42.81 crore and ~ 41.31 crore respectively. The assessee had 

taxable receipts of~ 10.39 crore and~ 10.51 crore for AYs 2010-11and2012-13 

which were required to be disallowed after relatable expenses of~ 5.56 crore 

and ~ 6.11 crore respectively. Omission to do so had resulted in excess 

allowances of deduction of~ 4.80 crore for AY 2010-11 and~ 4.40 crore fro AY 

2012-13 aggregating to~ 9.20 crore with consequent short levy of t ax of~ 3.75 

crore including interest. /TD rectified the mistakes for both the A Ys under section 

147 and 263 in November 2016 and March 2017 respectively. 

Section 80/C of the Income Tax Act, 1961 provides for deduction of one hundred percent of the 

profit and gains for five assessment years commencing with the initial assessment year and 

thereafter twenty five per cent of the profit and gains from an industrial undertaking or 

enterprise which begins to manufacture or produce any article or thing specified in the 

Fourteenth Schedule or commences any operation specified in that Schedule, inter alia, in 

the State of Uttarakhand. 

4.3.3.2 In Uttrakhand, Pr. CIT-Dehradun charge, AO completed the assessment 

of a firm, M/s KBG Industries for AY 2012-13 after scrutiny in March 2015 at an 

income of ~ 0.69 lakh after allowing deduction of ~ 1.31 crore at 100 per cent 

under section 801C, considering that the AY 2012-13 was the fifth year of the 

claim of deduction. As per audit report in Form no. lOCCB, date of 
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commencement of the operation was 12 June 2006, indicating that the 

AY 2012-13 beginning from initial assessment year 2007-08 was the sixth year of 

commencement of operation. Consequently, the firm was eligible for deduction 

at 25 percent as against hundred percent of the profits allowed by the ITD. 

Excess allowance of deduction had resulted in under assessment of income 

of < 98.57 lakh involving tax effect of < 41.42 lakh including interest . The 

Pr. CIT-Dehradun had cancelled the assessment order under section 143{3} by 

passing order under section 263 (March 2017} with the direction to pass the 

fresh assessment order. Further developments were awaited (September 2017). 

4.3.4 Incorrect allowance of Business Expenditure 

We give below two such illustrative cases: 

Section 37 of the Income Tax Act 1961, provides that any expenditure, not being in the nature 

of capital expenditure or personal expenses of the assessee, laid out or expended wholly and 

exclusively for the purposes of the business or profession, shall be allowed in computing the 

income chargeable under the head: Profits and gains of business or profession. Further, under 

the Income Tax Act, a provision made in the accounts for an accrued or known liability is an 

admissible deduction, while other provisions do not qualify for deduction. 

4.3.4.1 In Maharashtra, Pr.CIT-I Ko lhapur charge, AO completed the assessment 

of an association of persons {Co-operative society), M/s Sangli District Central 

Co-operative Bank ltd. for AY 2012-13 after scrutiny in March 2015 at an 

income at < 14.65 crore. The assessee bank had claimed and was allowed 

deduction towards provisions debited to the profit and loss account amounting 

to< 3.47 crore and < 7.25 crore for strengthening and development of primary 

institutions respectively which were not allowable deductions under section 37 

of the Act. The mistake had resulted in underassessment of income by 

< 10.72 crore, involving short levy of tax of< 4.50 crore including interest under 

section 2348. 

/TD accepted the audit observation and rectified the mistake under section 

143{3} read with section 263 (August 2016). 

4.3.4.2 In West Bengal, Pr. CIT-12, Kolkata charge, AO completed the 

assessment of a firm, M/s Calcutta Export Company for AY 2013-14 after 

scrutiny in January 2016 at an income of< 2.01 crore. While completing the 

assessment, AO allowed deduction of < 83.20 lakh claimed by the assessee. 

The sa id amount pertaining to the assessment year 2010-11 was added back 

under section 40{a)(i) in the assessment by the AO, but the addition was 

deleted by the CIT{Appeal) and its effect was al ready given vide order passed 

under section 251/143{3) in December 2014. Therefore the deduction of 

< 83.20 lakh was not in order. The mistake had resulted in underassessment 

of income by< 83.20 lakh involving tax effect of< 25.71 lakh. Reply from the 

/TD was awaited (September 2017). 
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4.3.5 Irregularities in allowing depreciation/business losses/capital losses 

We give below two such illustrative cases: 

Under section 72 of the Income Tax Act, 1961, where the net result of computation under the 

head 'Profits & Gains of Business or Profession ' is a loss to the assessee and such loss cannot be 

wholly set off against income under any other head of the relevant year, so much of the loss as 

had not been set off shall be carried forward to the following assessment year/years, to be set 

off against the profits and gains of business or profession of those years. 

4.3.5.1 In Kerala, Pr. CIT-Thrissur charge, AO completed the scrutiny assessment 

of a Co-operative Society engaged in banking business, The Kodungallur Town 

Co-operative bank Ltd. No. 102, for AY 2012 in February 2015 at an income at 

~ 10.13 crore. This was set-off against the claimed brought forward losses 

perta ining to AYs 2007-08, 2008-09 and 2009-10, and the remaining loss of 

~ 12.93 crore pertaining to AY 2009-10 onwards was allowed to be carried 

forward. The AO had started the computation of income by adopting returned 

income as NIL instead of a loss of~ 3.99 crore computed by the assessee. Thus 

the total income was erroneously arrived at ~ 10.13 crore in the assessment 

order instead of the correct figure of ~ 6.14 crore. Audit further noticed that 

t he assessee had no losses for the AYs 2008-09, 2009-10, 2010-11 and 2011-12 

to be carried forward as per the assessment orders for these AYs completed in 

December 2010, December 2011, March 2013 and February 2014 respectively. 

As the assessment records pertaining to the AY 2007-08 was not made available 

to audit, t he admissibility of the brought forward loss of~ 2.90 crore pertaining 

to the AY 2007-08 allowed could not be ascertained. The tax effect involved in 

adopting the returned income as NIL and the incorrect allowance of carry 

forward losses for the AYs 2008-09 to 2011-12 works out to~ 5.18 crore. The 

/TD accepted the audit observation and rectified the mistake under section 154 

(February 2017). 

As per section 139{3) of the Income Tax Act, 1961, if the assessee does not file the return of loss 

before the expiration of the due date of filing of return mentioned under section 139(1), the 

assessee will not be entitled to carry forward losses incurred to the subsequent years. 

4.3.5.2 In Bihar, CIT-Bhagalpur charge, assessment of a co-operative society, 

The Khagaria District Central Co-operative Bank Ltd. for AY 2012-13 was 

completed after scrutiny in February 2015 determining loss of ~ 5.47 crore 

including unabsorbed depreciation of ~ 0.72 lakh. Return of income for the 

AY 2012-13 was fi led on 16 February 2013 as against the due date of fil ing viz. 30 

September 2012. As such, t he income of t he assessee should have been 

determined at nil and the business loss of ~ 5.47 crore should not have been 

allowed to be carried forward. However, during scrutiny assessment income 

was determined at nil and loss of ~ 5.47 crore was al lowed to be carried 

forward. The mistake resulted in incorrect allowance of carry forward of 
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business loss of ~ 5.47 crore with consequent potential tax effect of 

~ 1.69 crore. The /TD did not accept the audit observation stating that the 

assessee has already filed online audit report for the A Y 2012-13 on 

15 September 2012 which was well within time as prescribed in the law. The 

ITD's reply is not acceptable as it is clearly specified in section 139{3) of the Act 

that if the assessee has business losses to be carried forward, the return of 

income is required to be filed within the due date as prescribed under section 

139{1) of the Act. Further, as per section 80 of Income Tax Act, if the return is 

not fi led in accordance with the provision under section 139(1), the loss under 

the provisions of section 72, 73, 74 and 74A shall not be allowed to be carried 

forward. 

4.4 Income escaping assessments due to omissions 

4.4.1 The Act provides that the total income of a person for any previous year 

shall include all incomes from whatever source derived, actually received or 

accrued or deemed to be received or accrued. We observed that the AOs did 

not assess/under assess tota l income t hat was required to be offered to tax. 

There were also omissions in implementing TDS/TCS provisions which led to 

escapement of tax. Table 4.3 shows the sub-categories which have resulted in 

income escaping assessments. 

Table 4.3: Sub-categories of mistakes under income escaping assessments 

due to omissions 

Sub-categories Nos. TE States 

~in crore) 

a. Incorrect classification and 03 2.14 Gujarat, Haryana and Rajasthan 

computation of capital 

gains 

b. Incorrect computation of 

income 

c. Omissions in implement ing 

provisions of TDS/TCS 

d. Non-levy/short levy of 

Wealth Tax 

Total 

05 13.58 Gujarat, Maharashtra and West Bengal 

03 2.43 Bihar and Jharkhand 

06 0.46 Karnataka and West Bengal 

17 18.61 
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4.4.2 Incorrect classification and computation of Capital Gains 

We give below two such illustrative cases: 

Section 10(37) of the Act provides that any income chargeable under the head "Capital gains" 

arising from the transfer of agricultural land is exempt from tax in the case of an assessee, 

being an individual or a Hindu Undivided family, if the agricultural land was used by the 

assessee for agricultural purposes during the period of two years immediately prior to the date 
of transfer. 

4.4.2.1 In Gujarat, Pr. CIT-Central, Baroda Charge, assessment of an individual 

Bharat 0 . Patel for AY 2011-12 was completed under section 143(3) read with 

section 153A at returned income of~ 4.01 lakh in February 2014. The assessee 

had claimed exemption of~ 3.73 crore under section 10(37} for AY 2011-12 on 

account of profit on sa le of land. The land was purchased by the assessee in 

November 2009 and sold in February 2011, hence the condition of eligibility for 

exemption, that use of land by the assessee for agricultural purposes during the 

two years immediately prior to the date of transfer, was not satisfied. Thus, the 

exemption so claimed was irregular and was required to be disal lowed. The 

omission had resu lted into underassessment of short term capital gains of 

~ 3.73 crore with consequent short levy of tax of~ 1.55 crore including interest. 

The /TD rectified the mistake under section 143(3) read with section 263 

(December 2016). 

Section 548 of the Income Tax Act, 1961, provides that where the capital gain arises from the 

transfer of agriculture land, if the assessee purchases any other agriculture land within a 

period of two years after the date of transfer of such land, the amount of capital gain so 

arising shall not be charged to tax subject to certain conditions. 

4.4.2.2 In Rajasthan, CIT-II Jaipur charge, the scrutiny assessment of an 

individual Rahul Kapur for AY 2012-13 was completed at returned income of 

~ 88.12 lakh in March 2015. The assessee had an agriculture land which was 

converted for residential-purpose in October 2005 by Jaipur Development 

Authority. The sa id land was sold to M/s Mangalam Build Developers Pvt. Ltd., 

Jaipur, at a sale consideration of ~ 1.53 crore in May 2011. The assessee had 

claimed and was allowed exemption of ~ 1.40 crore under section 54B for 

purchase of another agriculture land of ~ 1.41 crore. As the sold land was 

already converted into a residential-purpose land from being an agriculture land, 

the exemption so allowed was irregular and tax on capital gain should have been 

charged. The omission had resulted in under computation of capital gain by like 

amount involving tax of~ 41.06 lakh including interest. The /TD accepted (April 

2017) the audit observation and initiated the remedial action by issuing notice 

under section 143(2). 
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4.4.3 Incorrect computation of income 

We give below two such illustrative cases: 

The Act provides that AO is required ta make a correct assessment of the ta ta I income or loss of 

the assessee and determine correct amount of tax or refund, as the case may be. 

4.4.3.1 In Maharashtra, Pr. CIT 3 Pune charge, AO completed the assessment 

of an association of persons (co-operative society) Shriram Jawahar Shetkari 

Sahakari Sakhar Udyog for AY 2011-12 after scrutiny in January 2014 

determining income at 'nil' after allowing set off of brought forward losses. 

The assessee had made payments on the purchase of sugarcane during AYs 

2009-10 to 2010-11 against Fai r Remunerative Price (FRP) which entailed 

excess payment of~ 9.70 crore as shown in Table 4.4 below: 

Table 4.4: Details of excess payment of sugare cane 

AV Weight of Rate of FRP Excess Amount paid 
sugarcane sugarcane per metric sugarcane in excess 

(in Metric ton) per metric ton price (~in crore) 

ton per metric ton 

2009-10 52,027.900 f 2,251 f 1,558.70 ~ 692.30 3.60 
2009-10 17,766.697 f 2,151 f 1,558.70 f 592.30 1.05 
2010-11 2,17,427.797 f 1,900 f 1,668.00 f 232.00 5.05 

Total 9.70 

The excess payment of sugar cane price of ~ 9.70 crore had resulted in 

underassessment of income to that extent involving short levy of tax of 

~ 3.35 crore including interest. The Ministry accepted the audit observation 

and rectified the mistake under section 143(3) read with section 263 

(December 2016}. 

As per section 2(22) (e) of the Income Tax Act, 1961, a loan by a company, in which the public 

are not substantially interested, to a shareholder beneficially holding more than 10 per cent 

of the voting power of the company, or to a concern in which he is substantially interested, is 

deemed to be a dividend paid by the company, to the extent that the company possesses 

accumulated profits. Such dividend is not subject to dividend distribution tax under section 

115-0 of the Act, and is a taxable income. 

4.4.3.2 In West Bengal, Pr. CIT Central-2, Kolkata charge, the assessment of an 

individual, Kanika Maiti, for AY 2012-13 was completed after scrutiny in March 

2014 at income of ~ 6 crore. The assessee had received unsecured loan of 

~ 29.95 crore from a company, M/s I-Core E-Services Ltd ., during the previous 

year 2011-12. It was found that the assessee was holding 27.36 per cent of 

shares of the said company. The company was a closely held company and 

had accumulated profit of ~ 2.97 crore at the beginning of the year. The 

company was a retailer as per the Tax Audit Report and was not in the 

business of lending. Thus, the loan accepted by the assessee from the said 

closely held company should have been t reated as deemed dividend to the 

extent of accumulated profit of the company at the beginning of the year. 
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Therefore, the amount of < 2.97 crore was required to be taxed as income 

from other sources in t he hands of the assessee. The omission had resulted in 

underassessment of income by< 2.97 crore involving tax effect of< 1.14 crore 

including interest. The /TD rectified the mistake under section 144/263/ 

154/143{3} (July 2016}. 

4.4.4 Omissions in implementing provisions of TDS/TCS 

We give below two such illustrative cases: 

Section 40(a)(ia) provides that deduction of expenditure towards payments where TDS has 

not been deducted or after deduction, has not been paid on or before due date, shall not be 
allowed. 

4.4.4.1 In Bihar, Pr. CIT-2 Patna charge, the scrutiny assessment of a firm, 

M/s Nandlal & Company, Patna, for the AY 2012-13 was completed in 

February 2015 determining income of < 1.02 crore. The payment of 

< 2.69 crore towards 'contract works' was allowed on which tax of< 4.20 lakhs 

was deducted but the same was not deposited within the due date of filing 

return of income for t he relevant assessment year. As tax had not been 

deposited on or before the due date of filing of return, the expenditure of 

< 2.69 crore was required to be disallowed and added back to the taxable 

income. The omission had resulted in underassessment of income of 

< 2.69 crore with conseq uent short levy of tax of < 1.19 crore including 

interest. Reply from the /TD was awaited (September 2017). 

4.4.4.2 In Jharkhand, CIT (Central), Patna charge, the assessment of 

Sachidanand Prasad was completed after scrutiny in March 2014 for the 

AY 2012-13 at < 11.84 lakh. The assessee had claimed and was allowed 

< 2.22 crore on account of payment made to 15 transporters during the financial 

year 2011-12, each individual payment being more than < 0.75 lakh, on which 

no tax had been deducted at source. As tax had not been deducted at source, 

the sum of < 2.22 crore was required to be disallowed and added back to 

taxable income. The mistake had resulted in underassessment of income by 

< 2.22 crore and short levy of tax of< 84.90 lakh including interest. The /TD 

accepted the audit observation and rectified the mistake under section 143(3) 

read with section 263 (September 2016). 
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4.4.5 Non-levy/short levy of Wealth Tax 

Six cases of Wealth Tax involving tax effect of< 0.46 crore were reported to the 

Ministry during April 2017 to July 2017. We found that AO did not comply with 

CBDT's instructions85 in these cases in Karnataka and West Bengal. 

We give below two such illustrative cases: 

As per section 14 of the Wealth Tax Act, 1957, every person having net wealth for which he is 

assessable on the valuation date shall furnish a return of his net wealth on or before the due 

date as prescribed in the Act. 

4.4.5.1 In Karnataka, DCIT, Central Circle-2(1), Bangalore charge, the 

assessment of an individual, K. Nagesh Reddy, for the AYs 2009-10 to 2013-14 

was completed under section 143(3) read with section 153A in March 2015. 

Audit scrutiny revealed that the assessee had a net taxable wealth of 

< 2.13 crore, < 1.61 crore, < 3.36 crore, < 4.57 crore and < 4.03 crore for 

AYs 2009-10 to 2013-14 respectively. However, neither had the assessee filed 

the return nor had the ITD initiated any wealth tax assessment proceedings. 

The omission had resulted in wealth of< 15.70 crore escaping assessment with a 

consequential tax effect of< 24.80 lakh including interest under section 178 of 

the Act. The Ministry accepted the audit observation and rectified the 

mistake under section 16{5} read with section 17(1) of the Wealth Tax Act 

{September 2016}. 

Section 3 of Wealth Tax Act, 1957 provides that the Wealth-Tax shall be charged for every 

assessment year in respect of the net wealth on the corresponding valuation date. Further as 

per section 2(ea) of the Wealth Tax Act, the assets in relation to the assessment year means 

any building, motor cars, jewellery, yachts, urban land and cash in hand in excess of rupees 

fifty thousand. 

4.4.5.2 In West Bengal, Pr. CIT Central-5, Kolkata charge, the income tax 

assessment of an individual, Sarif Hossain, for AV 2013-14 was completed after 

scrutiny in March 2016 at an income of< 5.13 crore. Audit observed from the 

balance sheet of the relevant assessment year that the assessee was in 

possession of assets (building, land and cash in hand) worth< 10.04 crore which 

attracted the provision of Wealth Tax Act making the assesse liable to pay 

wealth tax. But neither had the assesse filed any return of wealth, nor had the 

ITD initiated any action for the same. The omission had resulted in non

assessment of wealth of < 10.04 crore involving non-levy of wealth tax of 

< 9.74 lakh. The Ministry accepted the audit observation and initiated the 

remedial action by issuing notice under section 17 of the Wealth Tax Act 

(April 2017}. 

85 CBDT's inst ructions issued to the AOs in November 1973, Apnl 1979 and Septe mbe r 1984 . 
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I 

4.5 Over Charge of Tax/~h11:erest 
4.5.1 We noticed over bssessment of income in 16 cases involving 

I 
overcharge of tax/interest of~ 21.26 crore in Andhra Pradesh, Deihi, Madhya 

Pradesh, Tamil Nadu and U~tar Pradesh. We give below two such rnustrative 
I 

cases. 1 

4~5.1.1 In Delhi, Cff (Int!. ITaxn.)-2 Charge, the assessment of individual, 

Karamjit S . .Jlaaswaip Legal Heir late Sh. Ladli Pershad Jaiswal for the assessment 

years 2006-07 and 2007-08 ras compieted86 in November 2014 at income of 

~ 13.77 crore and ~ 2.06 crore respectively. Audit noticed that in both the . . I . 
assessment years, tax was rnmputed by applying incorrect rates of tax and 

surcharge. This resuited in o:vercharge of tax of~ 2.28 crore including interest. 

The /TD rectified the mistake rnder section 154 (September 2016}. 

4.5.:ll..2 In Madhya Pradestil

1

, Pr. CIT(Central) Bhopal charge, the scrutiny 

assessment of an individual, Natani Agrawa~p for AV 2014-15 was compieted in 

March 2016 at income of I~ 8.21 crore. Audit examination revealed that 

though the assessee had paid Self Assessment Tax (SAT) of~ 1.61 crore, AO 
I 

allowed credit of SAT of ~ 10 lakh only while computing the tax liability of 

assessee. The mistake hadi resulted in raising of excess demand of tax of 

~ 1.80 crore including interest. The Ministry accepted the audit observation 
I 

and rectified the mistake un~er section 154 (June 2016). 

86 Under section 147 /143(3) 

I 
I 
I 
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The source of Government's revenue consists of borrowings, corporation tax, 

income tax, custom-excise duties, service tax, non -tax revenue, non-debt capital 

re'Ceipts. Corporation and ]income tax together constitute 33 per cent of 

Government Revenues. Considering the importance of revenue collection i11 the 

yeady budget exercise, it is bf utmost importance that the revenue collection 

reporting must be based on r~a~istic figures. 
I 

For the financia~ year 2015-16, total tax collection of IPr. Chief Commissioner of 

Mumbai region was ~ 2,48,obi crore of whkh collection of corporate tax was 

~ 1,45,708.30 crore. During t~st check we noticed that the AOs had not allowed 

. credit of fuli amount of preipaid taxes (i.e. advance tax and tax deducted at 

source) to the assessees and ~evied higher amount of interest under section 

234B or 234C which I resu~ted in unrealistic demands, which 

were coHected. As a resu~t there was inflated collection of revenue of 
I 

~ 14,185.74 crore during FY 2015-16. Some of the cases a11a~ysed by Audit are 

discussed in the subsequent ~aragraphs. 
5,l Shor1l: 11:redli1!: of adlva1T11de 1l:aix paiyme11111t 

Section 207 of the Income rL Act, 1961 (Act) provides for payment of advance 

tax in accordance with the pFovisio11 of section 208 to 209. During test check, 

Audit noticed in the followi~g five cases (Table 5.1) that erroneous demands 

··were created by giving short bredit of advance tax and by ~evying interest under 

section 234B on the short !payment of· advance tax so determined by the 

Department. , . 

I 

I 

I 
I 
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Table 5.1 : Cases where credit for full pre-paid taxes was not given (~in crore) 

SI. Name of Charge Date of Date of Irregularities noticed 

No. Assessee, AV scrut iny/ 

appeal 

effect order 

1 

2 

3 

4 

5 

State Bank of Pr. CIT 2, 30.03.2016 

India, 2014- Mumbai 

15 

Bank of Pr. CIT 2, 21.03.2016 

Baroda, 2014- Mumbai 

15 

Bank of India, Pr. CIT 2, 29.3.2016 

2014-15 Mumbai 

IDBI Bank Pr. CIT 22.3.2016 

Ltd., 2009-10 LTU, 

Mumbai 

OHL Express Pr. CIT 9, 30.03.2016 

(India) Pvt. Mumbai 

Ltd., 2012-13 

Some major cases are highlighted below: 

rectification/ 

refund order 

(Amount refunded) 

31.03.2016 

(9,407.69) 

12.04.2016 

(1,572.09) 

31.3.2016 

(584.0) 

18.4.2016 

(452.0) 

31.3.2016 

(100.50) 

07.07.2016 

(10.48) 

Credit for full advance 

tax was not given and 

excess interest under 

section 234B was 

levied. 

Credit for full advance 

tax was not given. 

Credit of advance tax 

of~ 1,170 crore was 

not given. 

Appeal effect order 

was erroneously 

prepared and credit 

of advance tax was 

short given. 

Credit of TDS of 

~ 25.12 crore was not 

given 

5.2.1 In Pr. CIT-II Mumbai charge, scrutiny assessment of State Bank of India 

for the assessment year 2014-15 was completed on 30 March, 2016 

determining income of ~ 17389.58 crore. We noticed that against paid 

advance tax of~ 4,908 crore, credit for advance tax of~ 1,202 crore only was 

given. We also noticed that interest of ~ 5,853.63 crore was levied under 

section 234B for 24 months w hich works out to 5.75 per cent per month, as 

against one per cent per month . As a consequence, illusory demand of 

~ 10,109.37 crore was raised. Interestingly, on the one hand the demand was 

paid by the assessee on 30 March, 2016 itself and on the other hand, the 

assessee had applied for rectification of the mistake on the same date i.e. 

30 March 2016, seeking full credit of advance tax paid. The rectificat ion order 

was passed on the next day i.e. 31 March, 2016, determining refund of 

~ 9,407.69 crore after allowing fu ll credit of advance tax of~ 4,908 crore and 

regular assessment tax paid on 30.03.2016. Though the refund order was 

issued on 31 March 2016 itself after obtaining necessary approval on the same 

day, the actual refund was transferred on 2 Apri l 2016, i.e. in the next 

fi nancial year. 

72 



I Report No. 40 of 2017 {Direct Taxes) 
I 
I 

.. Similar mistake was made in f he scrutiny assessment order of assessment year 

2013-14, completed 011 27 March 2015, wherein a demand of~ 7,094.32 crore 

was raised by giving credit fo~ advance tax of~ 1,173 crore, instead of the fu~! 
amount of~ _6,144 crore. in [this case also the assessee had paid the demand 

immediately. The mistake was rectified under section 154 on 31 March 2015 
. I . 

a11d. a refund of~ 6,771.11 cro
1

re was determined. 

5.2.2 in Pr. CIT-~~ Mumbai crarge, scrutiny assessment of IBaill'lllk IOlf !Bairndlai for 

the as. sessment year 2014-15

1

' was completed on 21 March 2016, determining 

_income at ~ 5,045.33 crore. We noticed that against advance tax paid of 

.. t 1,890 crore, the assessing officer had given credit of t 595 crore only. The 
I 

consideration of !ess advance tax resulted in creation of non-existent demand of 

t 1067.29 crore including inte~est under section 234B of~ 203.29 crore, against 
. I 

an attuai refund of t 501.68 crore. The assessee had paid the demand of 

•t 1067.29 crore on 28 MarcH, 2016, and appHed for rectification on the very 

next day Le. 29 March, 2016, ~ointing out that the credit of advance tax was not 
. I 

correct~y given. We noticed that the department had passed the rectification 

order on 12 April, 2016 (ile. in the next financia~ year) and refund of 

t 1572.09 crore was re~easedl on 26 April, 2016, which induded interest under 

section 244A of~ 56.85 crore which cou~d have been reduced if the fuli credit for 

pre-paid taxes was given durirlg the original assessment. · 
. I 

5.3 Withh1C1ldi111g of l!"ef1Ui1111idl lby ie'lfY of intel!"est 1U111u!leir sectio1111 23418/234( 

Section 234B of the Act prdvides for levy of simple interest at the rate of 

one per cent per month if aldvance. tax paid is less than 90 per cent of the 
, I . ' 

assessed tax. ! 

I 

. Section 234C of the' Act provides for levy of simple interest at the rate of one 

percent for deferment of pa~ment of advance tax instalment on specified due 

' dates. : I 

During test check we noticed the following 13 cases (Tabie 5.2) in which the 

refunds to the asse~sees we~e not issued si~ce undue interest under section 

. 234B or 234C was levied. ThJ method adopted was to witllho~d the refund by 

making contra-adju~tment in !'Assessment Information System" (AST) and ievy 

interest under section 234B/234C to the extent of the amount for refund. 

I 
I 

I 

I 
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Table 5.2: Cases where refund was adjusted by levy of interest under (~in crore) 

section 2348 or 234C 

SI. Name of Assessee, AV Charge Date of Date of Amount 

No. scrutiny rectification of 
(refund order Interest 
withheld) (amount paid 

refunded) 

1 Housing Development Pr. CIT LTU, 25.02.2016 21.04.2016 32.59 

Corporation Ltd., 2013-14 Mumbai (181.91) (213.65) 

2 Kotak Mahindra Bank Ltd ., Pr. CIT 2, 23 .03.2016 12.07.2016 5.87 

2012-13 Mumbai (23.46) (29.33) 

3 Kotak Mahindra Bank Ltd., Pr. CIT 2, 28.03.2016 Rectification 

2013-14 Mumbai (25.S) order yet to 

pass 

4 Hewlett Packard Financial Pr. CIT 2, 29.03.2016 28.09.2016 4.03 

Services (I) Pvt. Ltd ., Mumbai (20.14) (24.18) 

2013-14 

5 BSE Ltd ., 2013-14 Pr. CIT 2, 29.01.2016 20.05.2016 3.40 

Mumbai (17.82) (21.33) 

6 Air India Ltd., 2013-14 Pr. CIT 5, 23.03.2016 28.07.2016 6.32 

Mumbai (31.29) (40.49) 

7 Birla Sun life Asset Pr. CIT 6, 18.03.2016 08.11.2016 2.47 

Management Pvt. Ltd, Mumbai (11.25) (13.72) 

2013-14 

8 Drive India Enterprises Pr. CIT 9, 29.03 .2016 31.03.2017 3.36 

Solutions Ltd., 2013-14 Mumbai (18.26) (21.49) 

9 Metropolitan Stock Pr. CIT 14, 31.03.2016 24.06.2016 0.13 

Exchange Ltd., 2013-14 Mumbai (12.98) (15.45) 

10 Crest Logistics and Pr. CIT 14, 15.02.2016 13.04.2016 5.88 

Engineers Pvt Ltd ., 2013-14 Mumbai (32.69) (38.58) 

11 Kotak Mahindra Asset Pr. CIT 14, 28.03.2016 09.05.2016 2.08 

Management Co., 2013-14 Mumbai (10.95) (13.03) 

12 Lichen Metals Pvt Ltd ., Pr. CIT 14, 31.03.2016 11.05.2016 2.06 

2012-13 Mumbai (7.79) (10.32) 

13 Deposit Insurance & Credit Pr. CIT LTU, 18.03.2016 04.04.2016 Nil 

Guarantee Ltd., 2013-14 Mumbai (167.77) (167.77) 

We give below t hree illustrated cases: 

5.3.1 In Pr. CIT LTU M umbai Charge, in the case of Housing Development 

Finance Corporation Ltd. scrutiny assessment for the assessment year 2013-14 
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was completed in February ~016. We observed that the assessee had pre-paid 

taxes of~ 1,920.90 crore as against tax payable of~ 1,738.99 crore. Thus, the 
I 

assessee was entitled for refund of ~ 181.91 crore. However, the refund was 
I 

withheld by incorrect levy of iinterest of~ 181.91 crore under section 234B. The 
. I 

mistake was rectified by the Department in the next financial year 011 

21 AprH 2016, when interes~ levied earlier under section 234B was withdrawn 

and refund of ~ 213.65 c~ore including interest under section 244A of 

~ 32.59 crore was issued to t~e assessee. 
I 

5.3.2 ~n Pr. CIT l TU, Mumbai charge, the assessment of IDleiPJICISa1!: ~ll'ils1U1rrai1nHce aill'ilidl 

Cl!'eidlait G1U1airraill'il1tee CoiriPJoirraiitaJll'il for the assessment year 2013-14 was completed 

on 18 March, 2016 determi~ing income of ~ 8, 703.34 crore. We noticed that 

the assessee had paid advarce tax of ~ 2 991.57 crore against tax liability of 

~ 2,823.80 crore. Thus, the assessee was entitled for refund of~ 167.77 crore. 

However, the refund was nbt issued as undue interest of ~ 167.77 crore was 
I 

levied under section 234C. ·The mistake was rectified by the Department on 4 

April, 2016 i.e. in the next fin~ncial year and refund of~ 167.77 crore was issued 

to the .assessee. 

5.3.3 In Pr. CIT 14, Muml::lai charge the assessment of Mei!:rriCliPJiCl~a1l:aill'il S1tiCl«::lk 

1Exd1aill'ilge ILttd. for the Jssessment year 2013-14 was comp~eted on 

31 March 2016 determining jtax of~ 1.86 crore against which the assessee had 

pre-paid taxes by way of TDS of~ 14.84 crore. However, no refund was issued 

to the assessee since intere~t of ~ 12.98 crore was levied under section 234B 

incorrectly~ The mistake waJ rectified on 24 June 2016 (Le. in the next financial 

year) and a refund of ~ 15.f 5 crore including interest under section 244A of 

~ 2.47 crore for the period from April 2013 to June 2016 was issued. Thus, 

incorrect levy of interest und:er section 234B at the stage of scrutiny assessment 

resulted in exaggerated revenue collection and excess interest outgo of 

~ 12.98 !akh as interest unde~ section 244A. 

In reply Department stated t~at there were 2,591 entries in e-TDS data base and 

since 31 March 2016 was thel iast day for passing order under section 143(3), the 

server of Income tax departnrent was not functioning properiy, so the order was 

passed without giving credit 6f TDS. 
I 

I 

The reply is not tenable as the Department had given credit for full amount of 
. I 

TDS of ~ 14.84 crore. The Department has not given any reply on the levy of 

interest under section 234B +hen available tax credit was more than the tax. 
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1. 
I 

i 

5.4.:ll In Pr. Cff LTU Mumbai charge, in the case of 1Unio1111 Bank of India for the 

assessment year 1991-92, effect to appeal order {IThT) wasgiven 011 21 March 

2016 determining demand of~ 752.06 crore which 1as paid by the assessee on 

31 March, 2016. We noticed that the demand w~s created due to incorrect 
' ' i 

addition of~ 872.27 crore on account of the refund ~reviously issued, instead of 
I 

the correct amount of~ 105 .. 78 crore. The assessee had applied for rectification 
. , , , ., , ~· "·' "· . I . . 

of the mistake on 31 March 2016, the date on which [the demand was paid. The 

mistake was rectified by the Department on 1 Apri!f 2016 (in tlie next financial 

year) and refund of ~ 762.48 crore including inte~,est 1.mde·r section 244A of 

~ 3.57 crore for the month of Apri! 2016 was issued' to the assessee, since it is 
I 

fully payable even for part of the month under section 244A. 
. I 

5.5 CorndUJsnorn I 
I 

I 

As discussed above, Audit found instances where theiffD had raised exaggerated 
I 

demands to achieve its revenue collection targets by resorting to unwarranted 

methods such as not allowing full credit of the prep~id taxes in the assessment, 

levying interest under section 234B or 234C on undJ.e demands etc. Finally the 
I 

inflated demands collected by the department w'ere refunded in the next 
I 

financial year along with the interest under section 244A. This eventually put a 
I 

heavy burden on the exchequer in the form of avoidable interest paid on 

refunds. 

I ., 
I 
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Chapter v;~ J~g!\Jls trnnsactft()B'llS ib'jf caissessees 

The white paper on Black Mdney87 defines black money "as assets or resources 

. that have neither been repoked to the public authorities at the time of their 
I 

generation nor disclosed at any point of time during their possession". 

Significant. amount of black I money is generated through legally permissible 

economic activities, which are neither accounted for nor disclosed to the 

public authorities as per the j1aw or regulations, in order to evade payment of 

taxes by artificially redudng profits. 

One of the most common waJs to reduce profits is by inflating the purchase costs 

and various expenses. In such I cases, bogus bills may be prepared to show inflated 

expenses in the books. It ilvolves obtaining bogus or inflated invoices from 

parties, who make bogus v9uc'1ers and charge nominal fees for these mega! 

services. Bogus transaction is also resorted to for receiving donations by the 
I 

institutions through cheque/RTGS and thereafter routing back the same to the 

donor in the form of cashl after deducting commissions and routing the 

transaction. through several l~yers to evade detection. This again gives rise to 

black money in the market. 

6.2 Role IOlf ~111wme llax 1Dlepartmerni1t 

Income Tax Department (ITD) is primarily responsible for combating the menace 

of black money. For this purp
1

ose, it uses the tools of scrutiny assessment as well 

as information based investigations for detecting tax evasion and penalizing 

those found guilty of tax evalsion as per the provisions of the Income Tax Act, 

1961 (Act). ~n doing so, ffD !plays an important role in preventing generation, 

accumulation and consumption of unaccounted black money. Investigation 

Wing of the ~TD often coUe~ts information from various sources, carries out 

investigations and conveys it
1

s findings to the AOs for them to examine these 

findings and take necessary rJmedialactions. 

6.3 AudiUndings . . I . . . . 

6.3.1 A detailed exammat1ora of bogus transact1ons/accommodat1on entries was 

carried out in audit based on the following information collected during 

compiiance audit: 

~ Based on a survey carrietl out (January 2015) by the Investigation Wing, 

Kolkata of the ITD, reports cbvering 770 donations under section 35(1)(ii)88 of 
I 

I 
87 . White paper on Black Money issued by jMinistry of Finance, Department of Revenue, CBDT dated 16 May 2012 
88 As per provisions of section 35(1)(ii) of IT Act, an assessee is eligible for weighted deduction of any sum paid to an 

approved scientific research associatidn which has as its object the undertaking of scientific research or to a 
university, college or other institution I to be used for scientific research. Deduction under section 35{1)(ii) was 
increased from "one and one-fourth" of sum paid to "one and three-fourth" of sum paid by the Finance Act, 2010 

I 
w.e.f. 01/04/2011. I 

I 
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the Act to three institutions (assessees)89 were forw~rded (October 2015) to the 

concerned AOs90 for further verification. Out of t'hese 770 donors, we had 

se~ected 8791 along with the three donee institution1s for detaiied examination. 

The iTD did not furnish assessment records pertaining to 13 donors, where 

weighted deductions of~ 15.94 crore (at the rate ofi 175 per cent of donations) 

were allowed. No reasons were given for non-fu~nishing of the assessment 
I 

records except in one case92 in which it was stated ~hat the records were with 

the Income Tax Settlement Commission (ffSC). 

);> The Investigation Wing, Mumbai sent informat'ion to investigation Wing, 
I 

Koikata in February 2014 intimating that 55 assessee~ of West Bengal region had 

availed of entries of bogus purchases from an entry provider93 of Mumbai. This 
I 

information was forwarded by the lnve~tigation Wing, Kolkata 
I 

(February 2014) to the concerned PCslT to take necessary action as per 

provisions of the Income Tax Act. 
I 

);> Out of these 55 assessees who had used the e1f1tries for bogus purchases, 

assessment records in respect of 50 cases94 were m~de. available to Audit. We 
• ! 

observed that the department had disalloweq · the entire amount of 

~ 18.10 crore of bogus purchases in 17 cases and pa~tialdisallowance was made 

in 18 cases. ~n two cases, purchases were allowed on being found genuine. 
I 

However, no action was taken in respect of the remaining 13 cases95• 

i 

15.3.:t!. As per a survey report of the ~nvestigation "!'fing, three institutions viz., 

School of Human Genetics & Popu~ation Health (Sthool of Human Genetics -

SHG&PH), Matrvani ~nstitute of Experimental Rese~rch & Education (Matrvani 
• I 

Institute - MIERE) and Herbicure HealthCare Bio H1

1

erbal Research Foundation 

(Herbicure Healthcare - HHBRFl, approved u/s 35(11)(ii) of the Act as scientific 
l 

research organizations for the purpose of deductioni on account of expenditure 
. i 

on scientific research, were receiving bogus donations in connivance with 

I 

89 (i) School of Human Genetics & Population Health- PAN: AABAS4570M (ii) Matrvani Institute of Experimental 
Research & Education - PAN: AABTM0125H and (iii) Herbicure HealthCare: Bio Herbal Research Foundation - PAN : 
AABCH4849J covered in this examination for AYs up to 2013-14. i 

90 Under PCIT-1 to 5, 8 to 17, 19 to 21, Central-1 and 2, Kolkata, Asansol, Siliguri, Pr. DIT{lnv) Guwahati & DIT {Int. Tax.), 
Kolkata . !I 

91 Out of 770 donors relating to FY 2010-11 to 2014-15 from West Bengal jurisdiction, 440 were related to 
FY 2010-11 to 2012-13. We selected, 87 assessees relating to FY 2010-11 to 2012-13 i.e. AV 2011-12 to 
AY.2013-14 having transaction money value of~ 25 lakh or more relat~d to PCIT-1, PCIT-2, PCIT-3, PCIT-4, PCIT 
Central-1 & PCIT Central-2 (all PCslT located in Kolkata). We restricted ourlselection up to AV 2013-14 as scrutiny in 
most of the cases of AV 2014-15 were not completed till the date of our audit. In the case of three donee institutions, 
audit examination extended upto AV 2014-15 as the remedial actions in th~se cases for AV 2014-15 were completed 
alongwith other AYs. 

92 · Emta Coal Ltd. for AV 2012-13 & 2013-14. 
93 Companies/individuals who issues fictitious accommodation invoices I 
94 The department did not furnish records in five cases involving bogus purchases of ~ 319.17 lakh. In one case 

(M/s Pushkarraj Construction Pvt. Ltd., AV 2011-12), the AO stated that thdugh PAN of the assessee was transferred 
I 

.to Ward 10(4), Kolkata from Circle-3, Guwahati on in June 2015, assessm,ent records. of past years was lying with 
Circle-3, Guwahati. 

1 

95 Assessed under different sections 250/143(3)/147 of the IT Act during Sept~mber 2009 to March 2016 except in case 
of sl. no. 10 where no return of income was filed by the assessee and .in other two cases {SI. no. 12 and 13) details 
regarding return of income were not furnished. I 
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donors, brokers and accommodation entry providers. Bogus donations were 

being taken vide cheques/RTGS and after taking commission, and the same were 

routed back to the donor in the form of cash as indicated in the survey report of 

Directorate of Investigation, Ko lkata. Share of the donee scientific research 

organization was 8 to 10 per cent of total amount and two to eight per cent of 

total amount was charged by broker. 

Investigation wing of ITD conveys its findings to the AOs to take necessary 

remedial actions. During our examination of selected cases, we noticed that 

there was no instructions or guidelines from the Central Board of Direct Taxes 

(CBDT) to the AOs about how to deal with such cases. As a result, in number of 

cases, AOs either did not act upon the report of the Investigation Wing or 

did not disallow the claim of deduction of bogus donations by the donors. Audit 

findings in this regard are discussed in succeeding paragraphs. 

6.3.3 Short addition of income of assessees receiving bogus donations 

Out of three assessees96 receiving bogus donations, the department had 

completed the scrutiny in two cases97 and in one case ('School of Human 

Genetics') order was passed98 by the Income Tax Settlement Commission. On 

examination of assessment records99 made available to Audit in respect of two 

assessees, we observed that the amount of donations disclosed by these 

institutions in their Profit and Loss (P&L) Accounts were much less than the 

donations shown in the report of the Investigation Wing. The assessing officer 

treated only 10 per cent of donat ions mentioned in the respective P&L Accounts 

as income of the assessees earned from commission, and did not carry out 

necessary follow up investigation to explain the differences in all cases. Thus, 

under reporting of donations in P&L accounts had resulted in suppression of 

income of~ 24.09 crore from donations received as detailed in Table 6.1 below: 

96 As per the report of Invest igat ion Wing, donations were received by 'Herbicure Healthcare' during FY 2010-11 to 
2014-15, Matrvani Inst itute during FY 2012-13 to 2014-15 and School of Human Genetics during FY 2011-12 to 

2014-15. 
97 In respect of Herbicu re Healthcare and Matrvani Institute for the FYs up to 2013-14 except for FY 2012-13 in 

respect of Herbicure Healthca re where a proposal to initiate proceedings under section 263 of the IT Act to revise 
the order passed (March 2016) under section 143(3) was pending (December 2016). 

98 July 2016 in respect of AV 2012-13, 2013-14 and 2014-15. 
99 'Herbicure Healthcare' for AV 2011-12, 2012-13 & 2014-15 and 'Matrvani Inst itute' for AV 2013-14 & 2014-15. 
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Table 6.1: Suppression of income from donat ion (~in lakh) 

SI. no. 
Name of 

assessee 

1. Herbicure 

Healthcare 

2. Matrvani 

Institute 

AV 

2011-12 

2012-13 

2013-14 

2014-15 

2013-14 

2014-15 

Donation as per 

P/L Account 

1,599.78 

5,145.55 
NA100 

7,426.25 

1,848.66 

1,341.02 

Total 

Donation as per 

report of the 

Investigation Wing 

1,854.80 

7,236.80 

6,231.17 

7,149.25 

1,901.04 

1,351.02 

Difference 

255.02 

2,091.25 

0.00 

0.00 

52.38 

10.00 

2,408.65 

In the case of M/s Herbicure Healthcare for AY 2011-12, the department stated 

(January 2017) that the rectification process had been initiated by issuance of 

notice under section 154 of the Act. Whereas, in the case of M/s Matrvani 

Inst itute, the Department stated (January 2017) that during scrutiny, no 

concrete evidence was found to establish the fact of additional receipt by the 

assessee in excess of the donation as per audited accounts and there was the 

possibility of typographical error in total figure in Investigation Report. The reply 

is not acceptable as Investigation Wing in their report had furnished the 

complete list of bogus donors in support of total figure and therefore, possibility 

of typographical error did not arise. Bes ides, no efforts towards cross-checking 

of t he donors as per the list of the Investigation Wing with the amounts 

corresponding of donations credited in P&L Account was seen in the assessment 

records. 

6.3.4 Non initiation of action against bogus donors 

It was noticed from the assessment records of 74 assessees101 that though the 

report of the Investigation wing had been forwarded long back in October 2015 

to the concerned AOs, no action was initiated by the AOs on the basis of the 

report in the following 18 cases (Table 6.2) where weighted deduction of 

~ 98.22 crore of bogus donations was allowed under section 35(1)(ii)102 of the 

Act involving tax effects of~ 31.79 crore. 

100 The department did not produce the assessment records in case of M/s Herbicure Healthcare (SI. no. 1 of the table 
above for AY 2013-14) containing order passed under section 143(3) passed in March 2016 as it was not traceable 
by them. 

101 Out of 87 cases requisitioned by Audit, 13 cases were not furnished. 
102 As per provisions of section 35(l)(ii) of IT Act, an assessee is eligible for weighted deduction of any sum paid to an 

approved scientific research associat ion which has as its object the undertaking of scientific research or to a 
university, college or other institution to be used for scientific research. Deduction under section 3S(l)(ii) was 

increased from "one and one-fourth" of sum paid to "one and three-fourth" of sum paid by the Finance Act, 2010 
w.e.f. 01/04/2011. 
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Table 6.2: Details of cases where no action was initiated by AOs against bogus donors 

SI. Name of assessee, Assessment Amount of Weighted 

no. PAN, AV Charge bogus donation deduction (at 

(paid to) the rate of 

1 

2 

3 

4 

5 

6 

7 

8 

9 

M/s Pragati Vin iyog Pvt. PCIT-4, Kolkat a 50.00 (SHG&PH) 

Ltd., ABCP4919R, AV 2012- {DCIT, Circle-

13 11(2)) 

M /s Aryan Min ing & Trad ing 

Corporation Pvt. Ltd., 

AADCA7247 B, AY 2012-13 

M/s Aryan Mining & Trad ing 

Corporation Pvt. Ltd., 

AADCA72478, AY 2013-14 

M /s F Harley and Co Pvt. 

Ltd., AAACF3966D, AY 

2012-13 

PCIT, Central 

Kolkata-2, 

{DCIT, Central 

Circle-4(2)) 

PCIT, Central 

Kolkat a-2, 

{DCIT, Cent ra l 

Circle-4(2)) 

PCIT-1, Kolkata 

{DCIT, Circle-

1(1)) 

1000.00 

(SHG&PH) and 

1200.00 {HHBRF) 

950.00 (HHBRF), 

850.00 {MIERE) 

and 900.00 (SHG 

& PH) 

30.00 (HHBRF) 

M/ s lserve Solutions and PCIT-4, Kolkata 25.00 {SHG&PH) 

Services Pvt. Ltd., {DCIT, Circle-

AABCl6158F, AY 2012-13 12(1)) 

M/ s Jekay Internat ional 

Track Pvt . Ltd., 

AABCJ6307K, AY 2012-13 

M/s Penguine Trading & 

Agencies Ltd., AABCP9346E, 

AY 2012-13 

M/ s Penguine Trading & 

Agencies Ltd., AABCP9346E, 

AY 2013-14 

M /s Lotus Merchandise Pvt. 

Ltd., AAACL5376P, 

AY 2012-13 

PCIT, Cent ra l 

Kolkata-2, 

{DCIT, Central 

Circle-4(2)} 

PCIT-3, Kolkat a 

{DCIT, Circle-

8(2)) 

PCIT-3, Kolkata 

{DCIT, Circle-

8(2)} 

PCIT, Central 

Ko lkat a-1, 

{DCIT, Central 

Circle-2(3)) 

80.00 (SHG&PH) 

50.00 (SHG&PH) 

150.00 

{SHG&PH) 

25.00 {SHG&PH ) 

10 M/s Associat ed M inerals PCIT-3, Kolkata 30.00 {SHG& PH) 

Pvt. Ltd., AACCA0754G, AY {DCIT, Circle-

2012-13 7(1)} 

11 M/s Kalash Mercantile Pvt. PCIT-2, Kolkata 42.50 {SHG&PH) 

12 

Ltd., AABCK1537C, AY {DCIT, Circle-

2012-13 4(1)) 

M/s Nabarat na Vinimay Pvt. 

Ltd., AACCN7752P, 

AY 2012-13 

PCIT-3, Kolkata 40.00 {SHG&PH) 

{ITO Wa rd-6(3)} 

13 M/s Allied Capital & PCIT-1, Kolkata 25.00 {SHG&PH) 

Investment Pvt. Ltd., {ITO, Ward-1(4)) 

AABCM8146R, AV 2013-14 

81 

175 percent 

of donation) 

87.50 

3,850.00 

4,725.00 

52 .50 

43.75 

140.00 

87.50 

262.50 

43.75 

52.50 

74.38 

70.00 

43 .75 

(~in lakh) 

Tax effect 

(excluding 

interest ) 

28.39 

1,249.13 

1,533.03 

17.03 

14.19 

45.42 

28.39 

85.17 

13.52 

16.22 

24.13 

21.63 

13.52 
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M/ s Ortem Marketing Pvt. 

Ltd., AAAC03663L, 

AY 2013-14 

M/s Tarini Infrastructure 

Pvt. Ltd., AACCT3687K, 

AY 2013-14 

M/S Shree Venkatesh Films 

Pvt. Ltd., AAECS8975P, 

AY 2013-14 

M/s Vishnu Kant Mohta 

AIBPM8796J, AV 2013-14 

M/s ABS Vanijya Pvt. Ltd ., 

AACCA7746E, AY 2013-14 

PCIT, Central 

Kolkata-1, 

{DCIT, Central 

Circle-2(3)} 

PCIT-3, Kolkata 

{ITO, Ward-9(1)} 

PCIT-Central, 

Kolkata 2 {DCIT, 

Central Circle 

3(3)} 

PCIT-Central, 

Kolkata 2 {DCIT, 

Central Circle 

3(3)} 

PCIT, Central 

Kolkata-1, 

{DCIT, Central 

Circle-2(3)) 

Total 

25.00 (SHG&PH) 

25.00 (SHG&PH) 

30.00 (SHG&PH) 

60.00 (SHG&PH) 

25.00 (SHG& PH) 

43.75 13.52 

43.75 13.52 

52.50 16.22 

105.00 32.45 

43.75 13.52 

9,821.88 3179 

In respect of M/s. Nabaratna Vinimay Pvt. Ltd. (SI. No. 12), the department had 

accepted (February 2017) the audit observation and stated that the proposal for 

remedial measure u/s 148 had been sent to Pr. CIT-2, Kolkata. In the case of 

M/s ABS Vanijya Pvt. Ltd . (SI. No. 18) also the proposal for remedial action u/s 

148 was initiated. Further, in the case of M/s F. Harley & Company Pvt. Ltd. (SI. 

No. 4), the department stated that remedial action u/s 147 has been initiated. 

In the remaining cases, no reply was furnished (February 2017). 

6.3.S Remedial action against bogus donors completed without disallowing 

the weighted deduction for bogus donations 

Scrut iny of assessment records revealed that remedial action against bogus 

donors were completed without disallowing the weighted deduction for bogus 

donations in the following cases (Table 6.3): 
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Table 6.3: Details of cases where remedial action completed by AO without 

disallowing the weighted deduction for bogus donations 

(~ in lakh) 

SI. Name of assessee, PAN, Assessing charge Amount of Amount of 

weighted 

deduction (at 

Tax effect 

(excluding 

interest) 

no. AV bogus 

1 

2 

3 

4 

5 

6 

7 

M/s lndicon Estate Pvt. 

Ltd., 

AAACl5594E, AV 2013-14 

M/s Chamong Tea Exports 

Pvt. Ltd., AABCC3553E, 

AV 2013-14 

M/s Narottamka 

Commodities Pvt. Ltd., 

AAACN8807B, AV 2013-14 

M/s Sycotta Tea Company 

Pvt. Ltd., AADCS5246A, 

AV 2013-14 

M/s Tonganagaon Tea 

Company Pvt. Ltd., 

AABCT1824D, AV 2013-14 

M/s Chamong Tea Exports 

Pvt. Ltd.103
, AABCC3553E, 

AV 2014-15 

M/ s Maud Tea Seed Co. 

Pvt. Ltd.103, AACCN0710C, 

AV 2014-15 

donation 

and paid to the rate of 

PCIT-3, Kolkata 125.00 

{AC/DCIT, Circle- SHG&PH 

9(1)} 

PCIT-2, Kolkata 100.00 

{AC/ DCIT, Circle- HHBRF 

4(1)} 

PCIT-1, Kolkata 100.00 

{AC/DCIT, Circle- SHG&PH 

2(2) & 4(2)} 

PCIT-2, Kolkata 50.00 

{AC/DCIT, Circle- HHBRF 

4(2)} 

PCIT-2, Kolkata 100.00 

{AC/DCIT, Circle- HHBRF 

4(2)} 

PCIT-2, Kolkata 100.00 

{AC/DCIT, Circle- HHBRF 

4(1)} 

PCIT-2, Kolkata 100.00 

{AC/DCIT, Circle- HHBRF 

4(1)} 

175 percent 

of donation 

amount) 

218.75 

175.00 

175.00 

87.50 

175.00 

175.00 

175.00 

70.97 

56.78 

56.78 

11.36 

56.78 

56.78 

22.71104 

Total 675.00 1,181.25 332.16 

We observed that Herb icure Healthcare, Matrvani Inst itute and School of 

Human Genet ics (scientific research organizations) had admitted during the 

assessment proceedings/before the Income Tax Settlement Commission that 

they had accepted cheques towards donations and refunded similar amounts 

after retaining the service charges for themselves. During survey operations, 

Investigation Wing also noticed t hat donations were routed back to t he donors 

t hrough intermediaries, sometimes more t han one. Therefore, in view of the 

f indings of the Investigat ing W ing and acceptance of donee organizations, there 

was no scope to allow the deduction claimed by t he assessees. 

The department replied (August 2016) in the case of two donors10s that the 

information received from the Investigation wing was general in nature and no 

concrete materials or corroborative evidences were avai lable on record. The 

103 Audit Observations in respect of these assessees were raised during regular compliance audit. 
104 Tax effect has been computed on the 40 per cent of the business income in terms of Rule 8. 
lOS M/s Chamong Tea Exports Private Ltd. (SI. no. 2 and 6) and M/s Maud Tea Seed Company Private Ltd. (SI. no. 7) 
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rep~y of the department is 11ot acceptable as Herbicur
1

e Healthcare accepted not 

only before the ~nvestigatio11 wing but a~so during a;;sessment that they were 
. ' 

receiving bogus donations. Further, the report of the }11vestigatio11 wing was not 

generai in nature, it was a comprehensive report det~iling the modus operandi 

and a~so contained the ~ists of bogus donors. H.1rtherl, the ffD stated (!February 
I 

2017) that both the assessees had preferred ~ncome[ Declaration Scheme (~DS) 
2016 for the said matter. Further, in the case of M/s Sycotta Tea Company 

I 

(St no 4. in Tab~e 6.3), the department stated that the assessee had dedared 
I 

bogus donation of Rs.SO lakh under the IDS 2016 ahd offered it for tax. This 
I 

dearly established the fact that donations were in f~ct bogus and should have 
. . . - i - ' . . 

been disa~lowed during scrutiny assessment itself u/s 143(3). 
! . I 

15.3.6 Appm"Vai~ !by 1!:1hle coampettem1tt all.JJ1tihlo1rntty wa~ IT1l(ll'lt gn"VelT1l fo1r 1reameidlna~ 
i aidkm ! . 

I 

We observed that the competent authority did not approve the proposai of the 

assessing officer (February 2016) to re-open the case ~f M/S Pioneer 011~i11e ltd. 
• • I 

(PAN AACCP7500K, AV 2012-13, assessment charge Ptff-3 (Ward 7(2)), Kolkata) 

under section 147 to take action on the basis of re po~ of the ~nvestigation wing. 

As a resu~t, no action could be taken to re-assess th~ income and disallow the 
' i 

bogus donation. Reasons for such non-approval though ca~ied for 

(November 2016) from the· department, was 110J intimated to the Audit 
.· . I 

(September 2017). 

15.3.7 l?artua~ idlnsa~~l!'.llwa1111ces fo1r lboigll.lls IPJl!.All'tr:ihlases 1 . I . 

As per the provisions of section 69(C) of the Act, where a11 assessee incurs any 
' 1 

expenditure but offers no expianation about the source of such expenditure or 
I 

explanation offered by him is not satisfactory in tile opinion of the AO, the 

amount of such. expenditure may be deemed to be t~e income of the assessee. 

Thus, once it is established that the expenditure w~s unexplained/bogus, the 
. . I 

entire amount of bogus expenditure was required ~o be added. There is 110 

scope for partia~ disallowa11ce in section 69C. Further,· as per provisions of 

section 37(1), expenditure incurred only for the pur~oses of the business shall 

be allowed in computing the income chargeable u11lder the head "Profits and 

gains of business or profession". I 

' 
In the foi~owing 18 cases (Tab~e 6.4), bogus purchases: in view of the information 

received from the Investigation wing, Mumbai, we~re examined by the AOs. 

Though, it was held by the AOs that the assesseesl had availed of entries of 

bogus purchases, the disa~~owances made were only dartial: 
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Table 6.4: Details of cases for partial disallowance for bogus purchases 

SI. Name of assessee, PAN, Assessment charge Amount of 

no. AV bogus 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

Total 

M/s Om Forging PCIT-1, Kolkata {ITO, 

Engineering Pvt. ltd., Ward-3(3), Kolkata) 

AAAC03336L, AV 2011-12 

M/s Om Forging PCIT-1, Kolkata {ITO, 

Engineering Pvt. Ltd., Ward-3(3), Kolkata} 

AAAC03336L, AY 2010-11 

Anand Mehta 

AFGPM3766E, AY 2009-10 

Premlata 

ABSPT5997N, 

AY 2011-12 

Tekriwal 

Promod Kumar Tekriwal 

ABUPT3079K, AY 2009-10 

Sajjan Kumar Bansal 

ADVPB8045Q, AY 2011-12 

Sajjan Kumar Bansal 

ADVPB8045Q, A Y 2009-10 

Sandeep Kumar Tekriwal 

AAFHS0739F, AY 2009-10 

Pramod Kumar Tekriwa1106 

ABUPT3079K, AV 2010-11 

Sandeep Kumar Tekriwa1 106 

AAFHS0739F, AY 2010-11 

Premlata Tekriwa1106 

ABSPT5997N AV 2009-10 

Premlata 

ABSPT5997N, 

AY 2010-11 

Tekriwal106 

PCIT-10, Kolkata {ITO, 

Ward-30(1), Kolkata} 

PCIT-10, Kolkata {ITO, 

Ward-30(4), Kolkata} 

PCIT-10, Kolkata {ITO, 

Ward-30(4), Kolkata} 

PCIT-13, Kolkata {ITO, 

Ward-37(4), Kolkata} 

PCIT-13, Kolkata {ITO, 

Ward-37(4), Kolkata} 

PCIT-10, Kolkata {ITO, 

Ward-30(4}, Kolkata} 

PCIT-10, Kolkata {ITO, 

Ward-30(4), Kolkata} 

PCIT-10, Kolkata {ITO, 

Ward-30(4), Kolkata} 

PCIT-10, Kolkata {ITO, 

Ward-30(4), Kolkata} 

PCIT-10, Kolkata {ITO, 

Ward-30(4), Kolkata} 

Binod Kumar Tekriwal, PCIT-10, Kolkata {ITO, 

HUF106• AABHT3573Q, AY Ward-30(2), Kolkata} 

2010-11 

Binod Kumar Tekriwal 106 

ABVPT7683E, AY 2010-11 

Binod Kumar Tekriwa1106 

ABVPT7683E, AV 2011-12 

Satya Prakash Sharma 106 

ALSPS5474C, AY 2010-11 

Satya Prakash Sharma106 

ALSPS5474C, AV 2011-12 

Satya Prakash Sharma 106 

ALSPS5474C, AY 2009-10 

PCIT-10, Kolkata {ITO, 

Ward-30(2), Kolkata} 

PCIT-10, Kolkata {ITO, 

Ward-30(2), Kolkata} 

PCIT-12, Kolkata (ACIT 

Circle-36) 

PCIT -12, Kolkata (ACIT 

Circle-36) 

PCIT -12, Kolkata (ACIT 

Circle-36) 

purchase 

72.84 

33.31 

25.02 

18.02 

280.94 

322.07 

453.09 

103.51 

421.37 

195.74 

54.13 

16.17 

48.85 

49.54 

3.11 

165.37 

12.68 

443.19 

2718.95 

(~in lakh) 

Amount of 

addition and 

percentage 

2.39 (3.27 

percent) 

1.09 (3.28 

percent) 

0.75 (3per 

cent) 

0.54 (3 per 

cent) 

8.43 (3 per 

cent) 

10.24 (3.18 

percent) 

14.41 (3.18 

percent) 

3.11 (3 per 

cent) 

12.64 (3 per 

cent) 

5.87 (3 per 

cent) 

1.62 (3 per 

cent) 

0.49 (3 per 

cent) 

1.47 (3 per 

cent) 

1.49 (3 per 

cent) 

0.09 (3 per 

cent) 

3.72 (2.25 

percent) 

0.29 (2.25 

percent) 

9.97 (2.25 

percent) 

78.61 

106 Audit observations in respect of these assessees were issued during regular compliance audits. 

85 



Report No. 40 of 2017 (Direct Taxes) 

It was noticed from the assessment records that t he assessing officer had 

disallowed only partial amounts either on t he basis of his own estimation as 

per his discretion. In respect of cases of Satya Prakash Sharma (AY 2009-10, to 

2011-12), the department stated (November/December 2016) that there was no 

scope to re-open the case under section 147 for AY 2009-10, as the stipulated 

time had already expired, whereas for AYs 2010-11 and 2011-12, the assessing 

officer had scrutinized all the purchases and concluded that those were genuine 

and partial disallowance was made in t he profit ratio as unaccounted purchases. 

The department on one hand stated that "the purchases are genuine and not 

bogus as per all the grounds as submitted", whereas on other hand partial 

disallowances were made for bogus purchases. 

6.3.8 No action taken on bogus purchases 

The department did not take any action in the following cases despite having 
information from DGIT (Inv.), Mumbai about availing of entries of bogus 
purchases by the assessees 

Table 6.5: Details of cases where action was not taken on bogus purchases (~ in lakh) 

despite having information 

SI. Name of assessee, PAN, AV Assessment charge 

no. 

Amount of 

bogus purchase 

Tax effect 

(excluding 

as reported by interest) 

the DGIT (Inv), 

Mumbai 

A. Scrutiny cases where no action was taken in respect of bogus purchase 

1. M/s Tirupati Fibres & PCIT-4, Kolkata 165.15 56.13 

Industries Ltd., {ITO, Ward-10(1), 

AABCT1849C, AY 2010-11 Kolkata} 

2. M/s Kilburn Engineering PCIT-1, Kolkata 26.56 9.03 

Ltd., AABCK3421H, AY 2009- {DCIT, Circle-1(1), 

10 Kolkata} 

3. M/s Kilburn Engineering PCIT-1, Kolkata 667.27 221.65 

Ltd ., AABCK3421H, AY 2011- {DCIT, Circle-1(1}, 

12 Kolkata} 

Total 858.98 286.81 

B. Non-scrutiny cases where no action was taken in respect of bogus purchase 

4. M/s Gold win Tracon Pvt. PCIT-2, Kolkata 70.38 21.75 

Ltd., {DCIT, Circle-6(1), 

AABCG7693R, A Y 2009-10 Kolkata} 

5. M/s Goldwin Tracon Pvt. PCIT-2, Kolkata 43.22 13.35 

Ltd., {DCIT, Circle-6(1), 

AABCG7693R, AY 2010-11 Kolkata} 

6. M/s Goldwin Tracon Pvt. PCIT-2, Kolkata 0.89 0.28 

Ltd., {DCIT, Circle-6(1), 

AABCG7693R, AY 2011-12. Kolkata} 

86 



7. Anand Mehta, 

AFGPM3766E, 

AY 2010-11 

8. Anand Mehta AFGPM3766E 

AY 2011-12 

9. Promod Kumar Tekriwal, 

ABUPT3079K, AY 2011-12 

10. Quest united, AAAFQ1740P, 

AY 2011-12 

11. Sa n deep Kumar Tekriwal, 

AAFHS0739F, AY 2011-12 

12. Vikesh Tarachand Mehta, 

ALHPM4119J, AY 2009-10 

13. Vikesh Tarachand Mehta, 

ALHPM4119J, AY 2010-11 

Report No. 40 of 2017 (Direct Taxes) 

PCIT-10, Kolkata 

{ITO Ward 30(1), 

Kolkata} 

PCIT-10, Kolkata 

{ITO Ward 30(1), 

Kolkata} 

PCIT-10, Kolkata 

{ITO, Ward-30(4), 

Kolkata} 

{ITO, Ward-28(2), 

Kolkata} 

PCIT-10, Kolkata 

{ITO, Ward-30(4), 

Kolkata} 

PCIT-8, Kolkata 

{ITO, Ward-23(3), 

Hooghly} 

PCIT-8, Kolkata 

{ITO, Ward-23(3), 

Hooghly} 

Total 

23.71 7.33 

31.03 9.59 

230.41 71.20 

0.11 0.04 

190.98 59.01 

99.37 30.71 

64.58 19.95 

754.68 233.21 

We observed that ITD had not adopted uniform approach in dealing with all 

such cases as no action was taken in t he cases mentioned in Table 6.5, whereas 

the cases ment ioned in Table 6.4 had been reopened and bogus purchases 

disallowed partially. Reasons for non -initiation of action was called for from the 

department but had not been intimated to Audit (February 2017). 

6.4 Conclusion 

AOs were allowing or disallowing amounts pertaining to Bogus transactions 

arbitrarily, applying discretion that was not available to them. Reports of the 

Investigation Wing regarding bogus donations were not taken cognizance of in 

some of the cases, while in other cases, no appropriate follow up action was 

taken by disallowing the amounts of these fictitious donations or bogus 

purchases. In some cases, the disallowances made were only partial, where 

complete disallowance was called for which resulted in loss of revenue. 
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' 

<Chapter 'Im: Tiie Ap~eal l'rncess i11 lrncome Tax Departmell'it 

1.:ll. ~ lT1l'il:li"IOrdl ILOIC'il:DIOIT1l 

I 
In accordance with the provisions contained in chapter XX of the Income Tax Act, 

1961, (Act) if an assessee is j not satisfied with his assessment, he can file an 

appeal with the Commissioner of Income Tax (Appea~s) [Cff(A)] against the order 

of an Assessing Officer (AO) a
1

nd the AO shall comply with the directions given in 

the appellate order. Aitem1ative~y, the assessee or the ffD can initiate the 

proceedings for revision of as~essment order. An appea~ against the order of OT 
I 

(A) can be preferred by the assessee or the ~ncome Tax Department (ITD) to the 

Income Tax Appe~late Tribun11 (ff AT). The order of the Appellate Tribunai can 

be challenged by the assessek or the ITD in the High Court. SimHady, orders of 
I 

the High Court can be d1allerlged by preferring an appeal to the Supreme Court 

which is the final authority. I 

! 
I 

1.2 laiw aim:ll l?mcedl1LOtres i 

Sections 246 to 262 of the Ac~ dea~ with the provisions of Appeal before the OT 

(Appeal), ff AT, High Court j and Supreme Court. Besides, the appeals are 

governed by the latest judicia~ pronouncements as well as circulars/ instructions 
I 

issued by the Central Board of Direct Taxes (CBDT) from time to time. 
I 

. I 

1.3 Olbjectuves IClf tlhle ai1LOdlut 

The objectives of audit were t~ ascertain whether: 

ai. the provisions of the Act/Rules/CBDT circu~ars/instructions etc. in 

respect of the procedu~e for filing, al~owing, disposing and monitoring of 
I 

appeals are complied with. 

lb. the appellate orders a~e implemented accurately and without de~ay to 

avoid inconvenience to jthe taxpayer, blockade of revenue to Government 

and unnecessary payment of interest. 
I 

1.4 A1LOdlu11: crntteraai ! 

The following sources of cri~eria were considered for eva~uating the appeal 

process. I 

ai. !Provisions of the Act/RJ~es 
lb. CBDT Circulars/instructibns 

I 
I 

tr:. Judicial pronouncements 
. ·. I 

di. Citizen's Charter 2014 or the ITD 

e. Manual of office procedure of ITD 
I 
I 
1 
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7 .5 Audit Methodology 

The audit methodology included: 

a. Selection of cases from the Demand and Collection Register, where orders 

giving effect to appellate orders were passed during the period of audit 

coverage. 

b. Carrying out Audit checks in respect of selected cases and issuance of 

observations by way of half margins as well as draft report to the ITD. ITD 

replies were suitably incorporated wherever received. 

c. Seeking replies/comments of the Min istry for audit findings (sent in July 

2017) and incorporating t he same as appropriate (replies received on 

11September2017). 

7.6 Audit Coverage and Sample Size 

The audit covered cases of appeals which were decided by various appellate 

authorities viz. CIT(A), ITAT, High Court and Supreme Court during the years 

2013-14 to 2015-16 and their implementation by AOs. We categorized states in 

'A' and 'B' and selected the charges as fol lows: 

Category "A" States107 Category "B" States108 

2 Pr. CIT/ CIT (Corporate Assessees) including 1 Pr. CIT/CIT (Corporate Assessees) 

1 Pr. CIT (Large Tax Payers Unit), 

2 Pr. CIT/CIT (Central) 1 Pr. CIT/CIT (Centra l) 

1 Pr. CIT/CIT (non-corporate assessees) 1 Pr. CIT/ CIT (Non-corporate assessees) 

1 Pr. CIT/CIT (International Taxation) 1 Pr. CIT/CIT (Exemption) 

1 Pr. CIT/ CIT (Exemption) 1 Pr. CIT/ CIT (TDS) 

1 Pr. CIT/CIT (TDS) 

Within the selected Pr. CIT/CIT, Circles selection was 100 per cent and that of 

Wards was 33 per cent. On the above basis, 103 Pr. CslT consist ing of 689 units, 

i.e. 407 Circles and 282 Wards were se lected in Aud it. 

7.7 Non-Production of Records 

From 689 units, a total of 26,465 cases were selected from Demand & Collection 

registers for examination. Out of 26,465 cases selected and requisitioned, 

17,097 cases were produced & audited and remaining 9,368 cases were not 

produced. Non-production of records of those requisitioned worked out to 

35.40 per cent. The non-production of records by t he ITD of those requisitioned 

was 67 per cent in J&K, 59 per cent in Mumbai, 54 per cent in West Bengal, 

107 Andhra Pradesh, Delhi, Gujarat, Karnataka, Maharashtra, Tamil Nadu, Uttar Pradesh and West Bengal 

108 Bihar, UT-Chandigarh, Chhattisgarh, Goa, Himachal Pradesh, Jammu & Kashmir, Jharkhand, Kerala, Madhya 
Pradesh, North East States, Odisha, Punjab, Rajasthan and Uttrakhand, 
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55 per cent in Uttar Pradesh, 49 per · cent in Odisha and 

16 per cent in Punjab. 

The Ministry replied (September 2017) that there exists instructions to 

produce the records to the ~udit Party as and when requisitioned. However, 

if records could not have b!een produced due to any reasons, records should 

be produced in next cycle o) Audit. 

The non-production of the records has constrained Audit from checking the 

sample originally planned for its analysis on the subject. Production of 

records in next cycle wili n~t help as the reports has aiready been finalized. 

1.8 Sustainabn!ity of addntno1111s made lby A.Os a1111dl success rate of aiJPJPlea~s 
ot n[)) I 

I 

1.8.:!l. We examined 17,097 appeal cases produced by ITD and found 

irregularities in 2,203 case~ invoiving tax effect of ~ 549.56 crore related to 

non-compliance of the prorisions of the Act/Rules/CBDT circulars etc. Such 

irregularities accounted for more than 12 per cent of total cases audited 

which is a significant per ceht. 

1.8.2 We carried out a stldy i11 five Pr. CslT in Mumbai and one Pr. OT in 

Pune to assess the sustairlability of additions made by AOs before various 

appellate authorities. oJt of 750 appeal cases produced to audit, we 

selected 318 cases in whicH addition to the income of tile assessee was made 

by AOs during scrutiny as1sessment. The outcome of the study whkh is 

produced below showed Jhat the sustainabWty of additions made by ITD 

before the appellate authojities was low: 

a. in 318 cases of scrutiray assessment, addition of~ 10,676.90 crore were 

made by the AOs to the income of the assessees, out of which, only 

~ 2,214.60 crore i.e. 20.74 per cent of the added amount couid be 

sustained by the conclusion of appeal effect. 

lb. In 45 cases of block] assessment109, addition of ~ 801.08 crore were 

made by the AOs to the income of the assessees. However, after the 

conclusion of appeal ]effect, not only these additions were compieteiy 

deleted but also the additionai relief of~ 281.06 crore was granted to 

the assessees by the 1ppel!ate authorities. Consequently, the returned 
I 

income of~ 1,484.11 crore was decreased by~ 281.06 crore and the 

income after appeal effect was computed at~ 1,203.11 crore. 

In 134 cases, penalty of ~ 156.69 crore was imposed against the 

assessees by AOs, oui of which only~ 25.63 crore i.e. 16.36 per cent of 

the penal amount coJld be sustained after the appeal effect. 
I 

I 

i 
109 Block assessment is an assessment of block period comprising six assessment years preceding the previous year 

in which the search was conducted under section 132 
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7.8.3 Information received from Directorate General of Income Tax 

(Logistics), Research & Statistics Wing revealed that the success rate achieved 

by the ITD was low especially in appeals at the levels of ITAT, High Court and 

Supreme Court during the years 2013-14 to 2015-16. Appeal cases decided in 

favour of the ITD, those in favour of the assessee and both (partly in favour of 

ITD and partly in favour of assessee) before each of the appellate authority 

have been depicted in the graphs given below: 
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Chart 7 .1 : Outcome of the appeal before CIT (Appeals) 
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Chart 7.2: Outcome of the appeal before ITAT 

3289(17%) 

2641(17%) -----

2013-14 2014-15 2015-16 

Department • Assesee Both 

92 



Report No. 40 of 2017 (Direct Taxes) 

Chart 7 .3 : Outcome of the appeal before High Court 
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Chart 7.4 : Outcome of the appeal before Supreme Court 
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7.8.4 Thus, the overa ll success rate in appeals achieved by the ITD was low. 

The success rate of the ITD deteriorated as we look at the outcome of the 

appeal at successively higher levels of appeal. Significant non-compliance to 

the provisions of the Act/Ru les/Ci rculars in the implementation of appeal 

process could be one of the reasons for low sustainability of the additions 

made by the ITD before the appellate authorities and low success rate of the 

ITD before the appellate authorities. 

The Ministry replied (September 2017} that following steps have already been 

taken in this regard: 

(i) A Central Technical Committee (CTC) and Regional Technical Committees 

(RTCs) have been created at the level of CBDT & Pr.CCIT Charges respectively to 

resolve contentious legal issues and to formulate Departmental View/Settled 

View. (ii) An internet based litigation management system National Judicial 

Reference System (NJRS) is fully functional. (iii) Extensive workshops by the 
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I 
I 

I 

I 
I 

Directorate of Income Tax {L&R) at various field statiens and Training Institutes 

are organised to sensitise/train officers about impr6ving quality of litigation. 

(iv) Instructions/letters were issued from time to tirhe by the Board for steps 
I 

taken towards a non-adversarial tax regime and tf ling of appeals on merit 
I 

• • I cntena. I 

i 
I 

Audit is of the view that despite ail the above mentioned steps taken by ffD, 
I 

the compliance to the provisions of the Act, Rules/qirculars, the sustainability 

of additions made as well as ov~~~ll suc~ess rate in1

, appeals achieved by ffD 

before the appellate authorities was low, st:Jggesting a need to improve their 
I 

functioning. I 

1.9 ~ll'll'egl!.ll~airutnes uni aidlmosso!Cl1T11 cif appea~s, nion-o~serva1T11ce of direc11foll11s IClf 
I 

appe~~ate al!.lltihloll'utaes a1111idl otlhler urregu!arutnes i 
I 

We examined the appeal cases to see the extentl of compliance with the 
I • 

provisions of the Act and circulars/instructions issue1

1
d by the CBDT from time 

to time in respect of admission, condonation and escalation of appeal to the 
! 

appellate authorities. We found irregularities in 1~7 cases due to delay in 
I 

filing, non-condonation of delay, non-deposit of tax on the returned income 

before filing of appeal, non-esca~ation of the level df appeal, loss of revenue 
I 

due to non-compliance of relevant provisions of the 1Act etc. Findings of non-

compliance of the provisions of the Act are discuss~d in ensuing paragraphs 
I 

withthe illustrated cases. 1 

I 
I 

1.9lJL Aidlmussnoni of appea~s on cm1r1tra\fiemtn1C1ll'il of prnrusn!Clll'ils IClf the Act 
• I 

1.9JL.:lL Section 249{4)(a) of the Act provides that nol appeal shail be admitted 

unless the assessee had paid the tax due on the retilirned income. We found 
I 

mistakes in eight cases110 where the appeal had be~n admitted and disposed 

of, ignoring the precondition of payment of tax onj returned income by the 

assessee before filing the appeal. Two such cases arej il~ustrated below: 

(!hJarge: l?r. (n- (ell'1ltll'a~, JP>all'ila]o, GICla; AV: 210lJL1-:ll.2: 
1 

I 

Assessee: M/s. Ml!.ll~d:ar Mum~ra~s JP>w. U:dl.; IPAN: AAIE«CMIOlS:ll.IOllE 
I 

Assessee med its return of income in September 2011 at < 5.70 crore with 
I 

payable tax of< 2.08 crore thereon. AO completed t~e assessment111 in March 

2014 at an income of< 13.70 crore with a tax dematd of< 6.26 crore against 

which assessee med an appea~ before CIT(A) in April 12014. Audit noticed that 
I 

C!T(A) admitted the appeal and subsequently passeC:I the order in Ju~y 2015 
! 

ignoring the fact that the assessee had not paid total tax due on 
I 

110 In Gujarat, West Bengal and Goa. 
111 Under section 153A read with section 143(3) of the Act 
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returned income before filing of appeal. Thus, failure to ensure fulfilment of 

precondition of filing of appeal resulted in incorrect admission of appeal. 

Charge: Pr. CIT-4, Kolkata, West Bengal; AV: 2004-05 

Assessee: Shilpa Creation (P} Ltd.; PAN: AAECS5267L 

Assessee filed its return of income in March 2005 at~ 31.12 lakh with payable 

tax of ~ 10.60 lakh thereon. AO completed the assessment after scrut iny in 

December 2006 at an income of ~ 1.48 crore with a tax demand of 

~ 72.48 lakh against which assessee filed an appeal before CIT{A) in 

February 2007. Audit noticed that out of total tax of ~ 10.60 lakh due on 

returned income, the assessee had paid only~ 4.49 lakh before filing of appeal. 

However, the CIT(A) admitted the appeal and subsequently passed order in July 

2013 by allowing relief of ~ 1.01 crore lakh from the total income of the 

assessee ignoring the fact that the assessee had not paid total t ax due on 

returned income before filing of appeal. 

7.9.1.2 Section 249{2){c) of the Act provides that the appeal made to the 

CIT (Appeals) shall be presented within 30 days of the date on which intimation 

of the order sought to be appealed against is served. The CIT (Appeals) can 

condone112 the delay in filing the appeal if there is sufficient cause for the same. 

Although he is not bound to give an opportunity of hearing in the case of belated 

appeals, on grounds of equity, such opportunity should be given before a belated 

appeal is rejected . After the hearing, if the CIT{Appeals) is of the opinion that the 

delay should not be condoned, he should pass an order accordingly. Where the 

CIT(Appeals) has condoned the delay and admitted the appeal, he should not 

only record the reasons for condoning the delay in the order sheet, but should 

had also discussed the same in the appellate order. This measure is intended to 

enable the ITD to decide w hether the reasons recorded in the appellate order 

admitting the time barred appeal should be made the subject of further appeal to 

the ITAT. Audit noticed 71 cases113 where the assessee had delayed in f iling of 

appeal with the CIT{A)114. The delay ranged between 0-6 months in 57 cases, 

between 6 months to one year in 12 cases and in two cases more than one year. 

However, the appeal was admitted without condonation of delay and no record 

of the reasons for condoning t he delay was found in the order sheet. 

The Ministry replied {September 2017} that the irregularities found on account of 

admission of appeals by CIT{A) ignoring the preconditions of payments of Tax, 

admission of appeals by CIT{A} without condonation of delay and/or non

recording the reasons for condoning the delay and dismissal of appeals due to 

non-compliance of directions of appellate Authorities have been noted and that 

112 Paragraph 5.1 of the M anual of Office Procedure (Chapter 18, Volume II, Part A Technical) 
113 69 cases in Tamil Nadu and 02 cases in West Bengal 
114 CIT (Appeals)-1, 2, 16, 17, 18 and 19 of Tamil Nadu and CIT (Appeal)-13 and 21 Kolkata. 
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in order to sensitize the issue to the field Authorities a letter to all Pr. CC/Ts was 
I 

being issued. 
I 

The rep~y of the Ministry is general in nature. The Ministry has not specifically 

stated what action it proposes to check 11011-recurrence of such irregularities. 

7.9.1.3 It is prescribed115 that as soon as an appeall petition is received in the 

office of the CIT (Appeal), the same is scrutinised and ~he CIT (Appeal) is required 

to send an intimation to the concerned AO in form ITNS-51 enclosing a copy of 
. i 

the appeal memo. The reverse of this form requires certain data or particulars 

which are to be filled by the AO and returned to theiCIT(A). In the order sheet, 

the information with reference to date of forward in~ ITNS 51 to AO and date of 

receipt of report from AO is required to be rnled up. Such entries, inter alia, 

include information as to whether appeal is within! the limitation period and 

whether admitted tax payable has been paid by the appellant. 

On scrutiny of appeal cases disposed of during the! financial years 2013-14 to 

2015-16 under the C!T(A) charges116 of Tamil Nadu, yve noticed in 26 cases that 

such entries were not made in the order sheet which were essential to decide 
I 

the admissibility of the appeals by the CIT (Appeals). We also noticed in 18 cases 

in Karnataka under Beigaum charge that the intimation memo ITNS 51 had not 

been returned by the AO to the CIT (A) even though 1the appeals were admitted 

and disposed of by the CIT (A). 

The Ministry replied (September2017} that the period covered in audit was prior 

to launch of Appeals module of /TBA and that with I, the operationalization and 

stabilization of its Appeals module~ the likelihood of al delay in disposal of appeals 

by CIT(A) and lapses in furnishing /TNS-51 by AOs wou,fd stand efiminated. 

7 .9.2 Dismissal of Appeals due to non-observance of directions of 
i 

appellate authorities 
I 

The appellate authority may issue directions to ITD ~s it thinks fit for disposal of 

appeal. It is obligatory for ITD to follow the directio~s of the appellate authority 

within the time schedule fixed by the authority to facilitate the 

admission/disposal of appeal. We noticed seven cases117 where the directions 
I 

of the appellate authorities (High Court - 5 cases;: ITAT - 4 cases) were not 

observed by the ffD, as a result, appeals of the FfD were dismissed by the 

appellate authorities. One such illustrative case is sh0wn below: 
I 

115 Paragraph 8.3 of the Manual of Office Procedure {Chapter 18, Volume II, Part A Technical) 
116 CIT (Appeals)-1, 2, 16, 17, 18 & 19 ofTamil Nadu 
117 Goa and West Bengal 

96 



Report No. 40 of 2017 (Direct Taxes) 

I 
telhiail!"ge: IP>ll", C~l-4 !K10i~ai1tai, Wesii: IB\ell1lgaii; AV: JL99l8-99l 

Assessee: M/s Ciaissk ~ll1lflr~s1tm«:ii:1U1rre ai1111dl lrJlevei101P1m~mii:; IP'AN/G~IR: JC~l /SIR-

4/C-//95/Caii 'i 

The CIT(A) deleted an addition of ~ 6.14 crore made by AO in the scrutiny 

assessment (March 2001) on1 account of 'interest charged on the loan fund' and 

th~ ITAT also confirmed th~ decision of CiT(A). The High Court admitted the 

appeal of ITD in November 12005 and directed the ITD to serve the notice of 

appeal to the respondent within eight weeks. However, ~TD did 11ot serve the 

notice of appeal to the respdndent despite repeated opportunities given by the 

High Court, though the m1atter was listed for hearing. The High Court, 

thereafter, dismissed the ap!pea! citing the reason that the appe!la11t was not 

interested in pursuing the apbeaL Thus, non-compliance of the directions of the 
I . 

appe~!ate. authority by the lfD led to the dismissal of the appea~ whkh was 

preferred by ffD itself in the rgh Court. 

//,9,3 Oii:lhierr orrrreg1U1iairru1!:nes rres1UJ~ii:illl1lg 011'11 ~IOss l[J)f rreve1rme 
I 

I! ,Sl,3,1 NICl11'1l-s1UJsii:ain11'1lailbiuioii:y !OJ aidldliii:nl0lll'1ls lb'lf AOs 

The ffD may compiy with a!l lthe prescribed provisions of the Act at the time of 

making the additions in the income of the assessee through income escapement 

proceedings and revision drders under sections 147 a11d 263 of the Act 

respectively, so that thesJ additions could sustain before the appellate 

authorities. The ffD may tak
1

e action as per CBDT circu~ars and instructions etc. 

so as to avoid dismissal of ahpea~s by the appellate authorities. Audit noticed 

irregularities in 57 cases118 ~here. non-comp~iance of the re~eva11t provisions 

of the Act, CBDT Circulars, I instructions etc. by the AOs resulted i11 loss of 

revenue. One such case is illustrated below: 

IClhiairrge: IPrr. ten V~, l?aim:lhiimiail HiilllT''lfiill!'ilaJ; AVs 21[))1[))5-1[))6 ii:IOl 21[))10l9-JLI[)) & 21tllU.-:ll.2 

Assessee: IHlaJIT"lfaJl11laJ Vaidly1U11t IPrr~sairam Nagaim IL1l:dl.; IPAll\IJ: AAACIHl92JLl5J 

CBDT vide Circular IF.No.12/1~3/68-IT (A-I~) dated 28 October 1968 had clarified 

that there is no need to ~educt tax at source while making payment to 

institutions whose income is ~xempt under tile Act. 

The assessment for AYs 20osfo6 to 2009-10 and 2011-12 were completed after 

scrutiny between December 2007 to .January 2014 by making, inter alia, 

additions under section 10(a)(ia) for payment of interest aggregating 

~ 56.66 crore to Market co
1

mmittees on account of non-deduction of TDS. 

Aggrieved with addition made by AO, the assessee med appea!s with Cff(A) 

which de~eted the addition rrlade by AO in view of the above drcular. The !TD 
I 
I 

i 

118 Andhra Pradesh, Assam, Delhi, Guj~rat, Haryana, Jammu & Kashmir, Karnataka, Maharashtra, Odisha, Tamil 
Nadu, and West Bengal ! 

I 

I 
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i 
I 

appeals have been addressefJ in the _A/Jpeals module of their /TBA and would be 

. eliminated after the entire I ~ransition from manual to system environment 
·1·· , 

stabilizes. 
I 

1.9.3.4 Non-~nspedioB11 of C~T ~A)'s work by the Pr. OCU 

CBDT instruction No. 16 datJd 04.11.2008 provides that an annual inspection of 
I 

the office of Cff (A) would be carried out by the concerned Pr. Chief 

Commissioner of income taxjto examine and comment on overall functioning of 

the office in the light of various Government instructions in general and CBDT 

instructions in. particu~ar. A~dit observed that, inspections in compliance with 
I 

the CBDT instructions had not been carried out in the foliowing cases. 
. I 

a. In Maharashtra, Mumb1ai charge, no inspection had been conducted in the 

office of Cff(A)-1, Cff(h)-5, CIT(A)-49, Cff(A)-50, Mumbai and CIT(A)-13, 

Pune during the period 12013-14 to 2015-16. 

b. ~n Andhra Pradesh, Hyderabad charge, inspection of CIT (A)-4 for the year 

2015-16 was not condLcted by Pr. OT, Hyderabad. ~nspection of Cff(A) 

Visakhapatnam for the ]years 2014-15 and 2015-16 were not carried out as 

no regular COT was posted at Visakhapatnam. 

«:. In Rajasthan, CCIT Jod~pur and Udaipur charge, the details of inspection 

carried out and the insJection report had not been provided. 

id!. In Gujarat, on~y four insbection of offices of CslT(A) had been conducted by 

CCIT-2 Ahmadabad agJinst the target of total 15 to be carried out during 
I 

the period 2013-14 to 2015-16. 

e. In Punjab, Pr CCIT Lud~iana charge, inspection was not conducted during 
I 

the period 2013-16. ! 

f. In Kamataka, Benga~urili charge~ no inspection for FYs 2013-14 to 2014-15 

had been conducted in ]respect of six CslT (Appeai). 

g. In Chhatisgarh, no inspection was conducted by the Pr. OT during the 

period 2013-16. ! 

iii. In Madhya Pradesh, nolinspection was conducted by the Pr. CIT during the 
I 

period 2013-16. 
i 

Inspection of CIT(A) by Pr. cbT is one of the monitoring mechanisms which is 

essential for strengthening ~he internal control of appeai process. Lack of 

inspection of the CIT(A)'s work by the CCIT indicates ~ack of monitoring on the 

appea~ process leading to v~rious irregularities and compliance issues such as 

admission of appea~s by Cff(t) without fulfimng its pre~conditions, de~ay in issue 

of appellate orders, non-maintenance of appeal disposal register etc. The 
I 

Ministry replied (September 2017) that the audit observation has been noted and 

that in order to sensitise the ]issue to the field authorities a letter to all Pr. CCs/T 
I 

was being issued. 
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i',llfll ~mpiemen1tatim11 «Jif~a,ppe~~ate ol!'diel!' lbv AOs 

Whi~e giving effect to an appeif~te order, the AO shalil comply with the directions 
I 

given in the appeHate order and ensure the arithmetical accuracy. The 

administrative Commissioner (CIT) has the respbnsibility to monitor the 
I 

implementation of appellate orders by AOs under ~ts charge. We noticed in 

2016 cases involving tax effect of~ 549.56 crore whe~e AOs committed mistakes 
I 

while giving effect to appellate order or delay in implementation of appea!!ate 
• c' • :'.· i ·: 

order leading to avoidable payment of interest and :blockade of revenue. This 

also indicates inadequate attention and monitoring ion the pa~t of CslT in the 

implementation of appellate orders by the AOs. Misthes/ delays in giving effect 
. • I 

to appellate orders and consequences thereof ~re discussed in ensuing 
. I 

paragraphs with the illustrated cases. : 

i'Jl.Ol.1 Mistakes in gil"Wi1111g effed to appeiiate cm:llers i 

I 
I 

We noticed mistakes in 219 cases across 15 state~120 involving tax effect of 

~ 286.44 crore whiie giving effect to appellate o~ders on account of non

consideration of the refund akeady issued to the assessee, short/non ~evy of 

interest, incorrect adoption of figures etc. Two such ~ases are illustrated below: 
i 

Charge: IPI!', C]T-11.TIUJ MllJlmlbau, Maharashtra: AY: 1991-98 
I ; 

Assessee: M/s !Baja] 1Hlioidli1111gs & ~1111vestments 11.tdl; PA~: AAACB3311DK 
I 

As per section 244(A)(1) of the Act, when a refund of ~ny amount out of advance 
I 

tax paid or TDS or TCS becomes due to the assessee, the interest is payable at 
I 

the rate of 0.5 per cent per month or part of month from pt April of assessment 

year to the date of grant of refund. No interest is patable if the excess payment 
I 

is less than 10 per cent of the tax determined on regular assessment or under 
I 

section 143(1). 
I 
I 

The AO whi~e giving effect to CIT (Appeals) order I in March 2014 processed 

refund amount of~ 9.89 crore which contained refLnd of~ 2.75 crore arising 
I 

out of Advance Tax and TDS. As the refund amount of~ 2.75 crore was less than 
i 

10 per cent of tax121 determined under section 143(1.), no interest was payable 
I 

on the said amount. However, ITD paid interest of~ 2.27 crore to the assessee 

in contravention of the provision of the Act. 1 

Charge: l?rr,C~T V~, IDie~hll; AY: 210llOl5-IOll5 

Assessee: M/s NTPC ILtdL; PAN: AAACN0255D 
. I 

The AO, whi~e giving effect to the appellate order inl July 2014, omitted to give 

credit of prepaid taxes of ~ 362.17 crore to the assessee. The mistake was 
. i 

rectified under section 154 of the Act in October 2014 on the basis of application 
I 

. I 
120 Andhra Pradesh, Maharashtra, Kera la, Gujarat, Rajasthan, West· B~ngal,. Assam, Karnataka, Goa, Delhi, 

UT Chandigarh, Uttar Pradesh, Bihar, Jharkhand and Madhya Pradesh 
121 ~ 229.41 crore 
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filed by the assessee. Au~it noticed that the ffD had to pay interest of 
I 

~ 5.43 crore under section 244A for extra period of three months, i.e. August 

2014 to October 2014 which I led to addition a~ burden on exchequer by an equal 

amount. ~ 
I 

1Jlltll,2 IDeiav illil impiemell'ilt~11:ioll'il of aippeiiate Ol1rde1r: 
. I 

The AO is required to implement the appe!late order with extraordinary 
I 

promptness so as to raise fresh demands, if any, and avoid interest payable 
. I 

under section 244A on the I refunds which are to be issued to the assesse. 

Considering this provision, a time limit of one month from the end of the month 

in which the appei~ate order \was received in the office of the Pr. CiTs/ CITs may 

deem to be sufficient to implement the appellate orders. Further, the Citizen's 

Charter 2014 of the ITD p
1

rovides timeliness for giving effect to appellate 

/revision order within one mbnth from the end of the month in which cause of 
I 

action arises. In addition to this, Chapter 18, Voi. U of MOP, Technical of the ITD 

provides that immediate sieps should be taken by the AO to revise the 

assessment in light of the apbeiiate orders. Thus, appeal effect of the appellate 

orders should be given timelr and correctly for taxpayers' convenience and to 

reduce the liability of the revenue in respect of payment of interest under 

section 244A. Further, if thJ demand is to be raised in favour of the revenue, 

th~ same should be raised at the earliest to avoid the blockade of revenue. 
I 

Audit noticed in 204 cases a~ross 19 states122 that the AOs did not implement 

the appellate orders promptly, as a result, delay occurred in giving effect to the 

appellate orders, resulting in favoidable payment of interest under section 244A 

amounting to~ 258.61 crore.'1 Four such cases are illustrated below: 
I 

Cha1rge: fP>IT', CiT-2 Mll.llmbaia, Mahai1rash1l:ll'aJ, AV 21tll:llltll-U 
I . 

Assessee: Cell'il1t1raii !Bam1k of ~ll'ildlaa; !PAN: AAAICC24981P 
. I 

The AO made an addition of I~ 1509.83 crore while completing the assessment 

after scrutiny in March 2012 which was disputed by the assessee. CIT(A) passed 
I 

the order in March 2014 which was received in assessment charge in April 2014. 
I 

Consequent to this order, assessee made a request to the ITD in April 2014 for 
I 

giving effect to the OT (Appeals) order. The AO passed the order giving effect to 

the Cff(Appeal) order in Mardh 2015 after a deiay of 10 months which resuited 

in avoidable payment of inter~st of~ 27.16 crore under section 244A. 
I 

122 Maharashtra, Kerala, Tamil Nadu, ~ajasthan, West Bengal, Assam, Karnataka, Goa, Andhra Pradesh, Delhi, 
Punjab, Haryana,· Hirilachal Pradesh,! Jammu & Kashmir, Uttar Pradesh, Bihar, Odisha, Madhya Pradesh and 
Uttarakhand ' 
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' 
i 

Assessee: M/s. ~n11rdlaa11rn Overseais IB\ain11k; ?AN: AAACn~23.ll 
. i 

The CIT(A) passed the order in October 2013 which fas received in assessment 

charge in November 2013. However~ the AO gav~ the appea! effect i11 May 
l 

2014, i.e. after a de!ay of five months. Delay in giving appeal effect by the 

AO resulted in avoidable payment of interest 1 under section 244A of 

~ 13.82crore123 on the refund amount _of:~ 552.89 crbre. 
I 

Chairge: ?rr. (~T «ll.TIUJ} IDle~ha; AY: 2lOOJIA»2 
I . 

Assessee: M/s. ~l!iiid!aain11 !Raia~waiy IFalJ'llam:e C0>1l'IPJC11!'arttairm Udl.; IPAIN:AAACml68:!LC 
I 

The AO made an addition of~ 142.02 crore in the assessment of the assessee 
. I 

and raised a demand of~ 16.50 crore in February 2004 which was deposited by 

the assessee within the stipu~ated time period. The! CiT(A) allowed part reHef 

to the assessee (March 2005) against which assesse ~ent into further appeal to 

ff AT. The ff AT vide order dated 31 January 2011 a~~owed the appeal of the 

assessee by de~eting the addition of ~ 142.02 crorel made by AO. This order 

was received i11 Cffs office on 01 April 2011. On the !basis of the order of ITAT, 

the assessee was entitled for a refund of ~ 16.50 ;crore along with interest 

under section 244A from April 2004. However, d~spite assessee's repeated 

reminders124, the ITD gave the appeal effe.ct of thtj order of ffAT in January 

2014 by issuing the refund of~ 26.24 crore consisting of~ 16.50 crore (original 

tax demand deposited by assessee in March 2004) ~11d interest under section 
I 

244A amounting to~ 9.74 crore from Apri~ 2004 to January 2014. The ITD took 
I 

33 months125 in implementing the ff AT's order, resulting in avoidab~e payment 

of interest of~ 2.64 crore. 

Chal!'ge: IP'll'. ten V~, IDle~M; AV: 2l006-01 
1 

Assessee: M/s. INTIPC Saia~ iP([l)Wtell' CIOlmpall1ly !Pvt, Udl.~ IPAN:AAIBCN54161A 
I . 

I 

The AO made an addition of~ 27.16 crore in the assessment order and raised a 
I 

demand of ~ 11.50 crore against the assessee in March 2008 which was 

deposited by the assessee within the scheduled time[ period. Assessee filed the 

appeal before the OT (A) in March 2008 and on th~ basis of the Cff(A) order 
I 

date 19 July 2010, aii the additions of~ 27.16 crore were deleted. This order of 
I 

the CIT (A) was received in the office of the Pr. CIT if1 August 2010. As per the 
I 

order of the Cff (A), the assessee was entitled for a refund of tax of 

~ 11.50 crore along with interest under section 24tA from Apri~ 2008. Audit 

noticed that the appea~ effect of this order was given in January 2014 and 

interest under section 244A was paid to the/ assessee amounting to 
. .. ! 

~ 4.03 crore from Apri~ 2008 to January 2014. ~hus, due to the de~ay of 

123 from January 2014 to May 2014 
124 On 02.06.2011, 21.10.2011, 12.10.2012, 16.01.2013, 28.06.2013 and 20.12.2013 
125 May 2011 to January 2014 
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I 
I 

40 months from October 201p to January 2014 i_n implementing the appe~~ate 

order, ffD made a11 avoidable payment of interest of ~ 2.30 crore to the 
! 

assessee. i 
I 

The Ministry replied (Septfmber 2017) that Board had already issued 

instruction No. 8 of2011 which contains the timelines for filing appeals before 

/TAT and giving effect to thb order of CIT{A) and that the same was again 

reiterated vide letter dated 7 bctober 2015. 

Audit is of the view that debpite Board's above instructions, the mistakes i11 

. giving effect to appe~~ate or~ers and de~ay in its imp~ementation continued. 

ffD's orders remain ineffective due to non-fixing of accountability for non

observance of CBDT's directiJes and instructions .. Reiteration of orders itse~f is 

indicative that they are not sJrving any purpose. 

1.:!UDl.3 18foidcaide 10f ire'\Uell'illUle «foe il:© ll'il101T11-Dm1P~em1em'l!:arlta10ll'il <llf aJ1P1Pe~~ai1l:e ic:mdleirs 

tdledtdletdl Dllil fa'\UICllUlll' ©ff ll'e'\Ul!!ll'illUlie. 
I 

Audit noticed in 18 cases acr;oss five states126 where the appellate authorities 

gave the decision in favour of revenue, but no action was taken by the iTD to 

implement the appe~~ate ordJrs. Hence, due to inaction of the !TD, revenue of 
I 

~ 4.52 crore remained blocked till date. One such case is illustrated below: 

Charge: IPtr. «:n-1, Alhimaidailbai1, !GilUl]aitrait; AV: 2((JJIDl:!L-((JJ2 
·.. .· I 

Assesses: M/s. 18~1Cl1Clm 1Dle1wtr Ud; !PAN: AAACIB622:!LIB 

An appellate order, favourin~ the revenue, was passed by the High Court i11 

December 2013 wherein thJ export benefit amounting to ~ 1.79 crore was 

excluded for the purpose of c~mputi11g deduction under section BrnA of the Act. 

However, the appeal effect J,as not given by tile AO till January 2017 which 

resulted .i11 blockade of revenJe of~ 0.56 crore including interest. The ffD gave 

effect to High Court's order in ~une 2017 and raised the demand of~ 1.24 crore. 

The Ministry replied {Septembkr 2017} that the audit observation has been noted 

and that in order to sensitisJ the issue to the field authorities a letter to all 

Pr. CCs/T was being issued. . 

1.1((JJ.4 [)eiay Ull'll DSSlUle ((l)f IC>trdetrs !by 'l!:lhie rcn~A~ 
. j . 

Volume !! para 17.1 of MOP and Board's Instruction No. 20/2003 dated 

23 Dece~b.er 2003 stipulates I that the appellate ~rders m~y be. issued by ~he 
CIT(A) within 15 days from tile last date of hearing. Audit noticed followmg 

irregularities in this regard: 1

1 

· 

I 
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a. In Karnataka, CIT{A)-11 central charge Bangalore, there was a delay 

in issue of appellate orders in 22 cases. The delay ranged between 

0-3 months in 21 cases and more than one year in one case. ' 

b. In Maharashtra, CIT(A)-5, Mumbai charge, there was a delay in issue of 

appellate orders in 167 cases. The delay ranged between 0-three 

months in 157 cases and more than three months in 10 cases. We also 

noticed in CIT(A)-59, Mumbai charge, the CIT(A) had passed 

413 appel late orders beyond 15 days of the last hearing. In other four 

charges viz CIT(A)-1, CIT(A)-49, CIT(A)-50 Mumbai and CIT(A)-6 Pune, 

this analysis could not be carried out in absence of proper entries in 

Register of Disposals. 

c. In Himachal Pradesh, there was a delay in issue of appellate orders by 

CIT(A) in 372 cases. The delay was less than three months. 

The Ministry replied in respect of all the above cases (September 2017} that 

the Board's Instruction No. 20 of 2003 clearly mandates that appellate orders 

by CIT(A) should be issued within 15 days of the last hearing and that the 

observation of the audit in this regard was noted and the relevant instruction 

was being reiterated though a letter to all Pr. CCsf T. 

7.10.5 Delay in supply of appellate orders by CIT(A) 

As per Para 19.1 of Chap.18 of ITD - MOP (Vol.II), as soon as the appellate 

order is passed, a copy of the same should be sent by the CIT(A) to the 

appellant free of cost either by registered post or through a notice server, 

w ithout waiting for the appellant to file an application in this regard. Copies of 

the appellate orders should also be sent to the CIT (in fortnightly batches) and 

the AO with current jurisdiction over the case and not to Officers who had 

jurisdiction at the time of passing of the order appealed against. 

In Tamil Nadu, we noticed 601 cases where CIT(A) had delayed in supply of 

appellate orders resulting in late receipt of the order by the appellant/ 

jurisdictional CIT. The delay ranged between 0-1 month in 276 cases, between 

1 month to 3 months in 286 cases and in more than three months in 39 cases. 

The Ministry replied (September 2017} that the period covered in Audit was 

prior to launch of Appeals module of /TBA and that the issues raised by Audit 

would be eliminated once the entire transition from manual to system 

environment stabilizes. 

7.11 Conclusion 

Audit noticed cases of admission of appeals by the CIT (Appeals) ignoring the 

precondit ions of payment of tax by the assessee and admission of appeals 

without condonation of delay and/or non-recording the reasons for condoning 

the delay in the order sheet though there was a significant delay in filing of 
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appeals to C!T(A). Audit notked dismissa~ of appea~s due to non-compliance 

of the directions of the apdei~ate authorities by the ITD. Audit also noticed 
I 

cases where ffD did not foik>w the circulars/instructions issued by CBDT which 

led to dismissa~ of appeal I and subsequerit~y payment of ·interest to the 
I 

assessee. Thus, ITD's ord.ers remain ineffective due to non-fixing of 

accountability for non-obs~rvance of CBDT's directives and instructions. 
I 

Reiteration of orders .itse~f i~ indicative that they are riot serving any purpose. 

Other irregularities relating to delay in issue of orders by the CIT(A), 
I 

non/improper maintenance; of appea~ register by AOs, non-inspection of 

CIT(A)'s work by the Pr. COT etc. were also noticed during audit. 
I 

Regarding implementation of appe~~ate orders, audit noticed mistakes in giving 

effect to the appellate orde
1

rs on account of r1011-consideration of the refund 
I 

already issued to the assessee, short/non levy of the interest etc. We found 

cases of delay in implemeritabon of ~ppellate orders which resulted in avoidab~e 
payment of interest under section 244A to the assessee. Audit also came across 

I 

cases where the appellate authorities gave decisions in favour of revenue, but 
I 

no action was taken by the rm to implement the Appellate orders and revenue 

remained blocked. 

New Delhi 

Dated: 15 November 2011 

New Delhi 

Dated: 16 November 2017 1 

I 

((Jluntersigned 

(M.J.lb.. ~T 
~GOViNDA BHATIACIHIAR!!IEIE~ 

IDirectoll" Genera! {IDlall"ed 'lrai~es~ 

~;~ 
{RAJIV MEHRISHI~ 

Comptroller and Auditor Generra~ iof ~1n11dlaa 
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Appendix 2.1 (Reference: Paragraph 2.2.4) 

State-wise incidence of errors in assessment 
State Assessments Assessments Assess- Total revenue Percentage of 

completed checked in ments with effect of the assessments 
during 201S-16 audit during errors audit with errors 
in units 2016-17 observations (Col. 4/ 
selected for (including made in the Col. 3x100} 
audit during those scrutiny 
2016-17 completed in assessments 
(including those earlier years) (tin crore) 
completed in 
earlier years) 

1 2 3 4 5 6 
Andhra Pradesh 23,194 20,448 1,319 3,916.24 6.45 
Assam 3,431 3,237 375 26.41 11.58 
Bihar 2,139 2,047 230 58.58 11.24 
Chhattisgarh 3,366 2,646 126 82.49 4.76 
Delhi 41,347 33,656 1,455 7,697.44 4.32 
Goa 915 860 95 23.43 11.05 
Gujarat 21,689 16,227 984 1,052.29 6.06 
Haryana 8,088 6,604 748 382.27 11.33 
Himachal Pradesh 754 638 98 4.09 15.36 
Jammu & Kashmir 1,922 1,848 82 6.21 4.44 
Jharkhand 3,374 3325 197 72.88 5.92 
Karnataka 18,189 13,762 1,248 1,117.56 9.07 
Kera la 10,254 8,377 525 175.67 6.27 
Madhya Pradesh 11,806 11,604 764 293.85 6.58 
Maharashtra 67,861 50,980 3178 5,438.18 6.23 
Odisha 3,195 3,053 231 476.30 7.57 
Punjab 6,570 4,906 449 137.62 9.15 
Rajasthan 15,841 14,567 723 92.55 4.96 
Tamil Nadu 28,725 24,076 2,299 10,181.46 9.55 
UT Chandigarh 2,898 2,192 237 97.35 10.81 
Uttarakhand 2,106 1,727 52 9.40 3.01 
Uttar Pradesh 24,419 23,692 1,207 1,653.78 5.09 
West Bengal 19,759 18,226 2,667 2,368.91 14.63 
Total 3,21,842 2,68,698 19,289 35,364.96 7.18 
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Appendix 2.2 (Reference: Paragraph 2.2.6) 

Category wise details of underassessment in respect of Corporat ion tax and Income 
tax detected during local audit 

Sub category 
A. Quality of assessments 

a. Arithmetical errors in computation of income and tax 
b. Incorrect applicat ion of rate of tax, surcharge etc. 
c. Non/short levy of interest/penalty for delay in 

submission of returns, delay in payment of tax etc. 
d. Excess or irregular refunds I interest on refunds 
e. M istake in assessment while giving effect to appellate 

orders 
B. Administration of tax concessions/exemptions/ 

deductions 
a. Irregular exemptions/deductions/reliefs given to 

Corporate 
b. Irregular exemptions/deductions/reliefs given to 

Trusts/Firms/Societies 
c. Irregular exemptions/deduction/reliefs given to 

individuals 
d. Incorrect allowance of Business Expenditure 
e. Irregularities in allowing depreciat ion/business 

losses/Capital losses 
f. Incorrect allowance of DTAT re lief 

C. Income escaping assessments due to omissions 
a. Under Special Provisions including MAT/Tonnage Tax 

etc. 
b. Unexplained investments/ cash credits etc. 
c. Incorrect classification and Computation of Capital 

Gains 
d. Incorrect estimation of arm's length price 
e. Omission to club income of spouse, minor child etc. 
f. Incorrect com(;!utation of Income from House Propef!Y 
g. Incorrect computation of salary income 
h. Omission in implementing provisions of TDS/ TCS 

D. Others 
Total 

108 

Cases 
5,373 
1,135 

598 
3,487 

119 
34 

8,055 

949 

426 

381 

5,147 
1,125 

27 
2,864 

404 

431 
854 

(~in Crore) 

Tax effect 
2,899.68 
1,127.94 

251.39 
1,155.69 

301.86 
62.80 

9,550.71 

963.21 

223.39 

68.75 

6,292.71 
1,990.38 

12.27 
4,803.92 

609.50 

1,193.99 
2,267.45 

26 8 .20 
11 0.23 

242 74.71 
59 24.50 

837 625.34 
3,718 11,589.61 

20,010 28,843.92 



Report No. 40 of 201 7 (Direct Taxes) 

Appendix 2.3 (Reference: Paragraphs 2.4.4, 3.1.2 and 4.1.3) 

SI. CAGDP State CIT Charge Assessee Name AV Tax Effect 
No. No. (~in lakh) 

Corporation Tax 
Quality of assessments - Arithmetical errors in computation of income and tax 

1 144-CT Delhi Pr. CIT-1, Delhi Aravali Power Company Pvt. Ltd. 2013-14 5748.19 
2 151-CT Delhi Pr. CIT-3, Delhi Fortis Healthcare Ltd. 2012-13 4060.63 
3 171-CT Punjab Pr. CIT-(Central), ARK Imports Pvt. Ltd. 2012-13, 4012.56 

Ludhiana 2013-14, 
2014-15 

4 117-CT Gujarat Pr. CIT-1, Cadila Healthca re Ltd . 2010-11 3829.2 
Ahmedabad 

5 143-CT Maharashtra Pr. CIT- 15, Mumbai Micro Technologies India Ltd. 2012-13 1664.46 
6 298-CT Maharashtra Pr. CIT-8, Mumbai Rewas Ports Ltd. 2013-14 1619.88 
7 156-CT Punjab Pr. CIT-(Central), Shakun Polyplast Pvt. Ltd. 2012-13 970.15 

Ludhiana 

8 189-CT Gujarat Pr. CIT-1, Su rat Nakoda Ltd. 2011-12 930.09 

9 49-CT Maharashtra Pr. CIT (Central)-2, Dhanus Technologies Ltd. 2010-11 871.98 
Mumbai 

10 135-CT Maharashtra Pr. CIT-14, Mumbai Global Wind Power Ltd. 2013-14 773 .01 

11 122-CT Haryana Pr. CIT (Central), Kudos Chemie Ltd. 2013-14 713.16 
Gurgaon 

12 47-CT Maharasht ra Pr. CIT-3, Mumbai Videocon Reality and 2009-10 608.29 
Infrastructu re Ltd . 

13 31-CT Maharashtra Pr. CIT-15, Mumbai Micro Retail Ltd. 2012-13 499.76 

14 118-CT Goa CIT- Pa naji Siddharth Natura l Food 2012-13 440.78 

Resources Pvt . Ltd. 

15 131-CT Uttar Pradesh Pr. CIT (Central), Brys Hotels Pvt. Ltd. 2012-13 409.53 
Kanpur 

16 17-CT Uttar Pradesh Pr. CIT, Ghaziabad Bharat Immunological and 2012-13 404.93 

Biological Corporat ion Ltd. 

17 48-CT Maharashtra Pr. CIT-5, Mumbai Jet Airways (I) Ltd. 2013-14 393.43 

18 286-CT Delhi CIT (Intl. Tax. )-1, Amadeus IT Group SA 2012-13 317.46 

Delhi 
19 97-CT West Bengal Pr. CIT-2, Kolkata Wellman Tradelinks Private Ltd. 2013-14 290.84 

20 52-CT Maharashtra Pr. CIT-5, Mumbai Greatship India Ltd. 2011-12 237.21 

21 319-CT Maharashtra Pr. CIT-7, Mumbai Mahindra Lifespace Developers 2013-14 232.76 

Ltd. 

22 273-CT M aharashtra Pr. CIT-14, M umbai Thiruvananthapuram Road 2012-13 230.09 

Development Co. Ltd. 

23 84-CT Maharashtra Pr. CIT (Central)-1, Hydroair Tectonics PCD Ltd. 2010-11 228.21 

Mumbai 
24 4-CT Guja rat Pr. CIT-(Central), Neesa Technologies Pvt. Ltd. 2013-14 207.78 

Ahmedabad 
25 121-CT Haryana Pr. CIT (Central), Feather lnfotech Pvt. Ltd. 2011-12 198.65 

Gurgaon 
26 59-CT Maharashtra Pr. CIT (Central)-3, M udra Lifestyle Ltd . 2010-11 171.83 

M umbai 

27 164-CT West Bengal Pr. CIT-2, Kolkata GKB Lens Pvt. Ltd. 2013-14 124.99 

105-CT Tamil Nadu CIT-3, Chennai Tidel Park Ltd. 2013-14 114.71 

29 182-CT West Bengal Pr. CIT-1, Kolkata Gorgeous Trade Link Private Ltd. 2013-14 106.93 

30 82-CT Maharashtra Pr. CIT-13, Mumbai Siroya FM Construct ion Pvt. Ltd. 2012-13 106.37 

31 81-CT Maharashtra Pr. CIT-6, Mumbai Aegis Ltd. 2010-11 104.38 

130-CT Delhi Pr. CIT-4, Delhi Hotline CPT Ltd. 2012-13 103.2 

33 88-CT Tamil Nadu CIT-3, Chennai Team HR Services Ltd. 2013-14 101.78 
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SI. CAG DP State CIT Charge Assessee Name AV Tax Effect 

No. No. (~in lakh) 

34 146-CT Delhi Pr. CIT-4, Delhi Helios Photo Voltaic Ltd . 2012-13 70.16 

3S 19S-CT Gujarat Pr. CIT-1, Cera Sanitaryware Ltd. 2013-14 S3.47 

Ahmedabad 

36 6S-CT West Bengal Pr. CIT-1, Kolkata Saregama India Ltd. 2013-14 S3.24 

Quality of assessments - Incorrect Application of rate of tax, surcharge, etc. 

37 255-CT West Bengal Pr. CIT (Central)-2, REI Agro Ltd. 2013-14 803 
Kolkata 

38 19-CT Uttar Pradesh Pr. CIT (Central), Dkrrish Builders Pvt. Ltd. 2012-13 765.39 

Kanpur 

39 110-CT Haryana Pr. CIT (Central), Kudos Chemie Ltd . 2014-15 681.98 
Gurgaon 

40 18S-CT Uttar Pradesh Pr. CIT-Exemptions, UP Jal Nigam 2013-14 310.3 
Lucknow 

41 179-CT Maharashtra Pr. CIT-1, Pune Duke Corporat ion Ltd . 2013-14 306.79 

42 296-CT Maharashtra CIT-3, Pune Shirdi Country Inns Pvt Ltd 2013-14 269.98 

43 123-CT Haryana Pr. CIT (Central), Surya Pharmaceuticals Ltd. 2008-09 163.31 
Gurgaon 

44 127-CT Delhi Pr. CIT-1, Delhi Anant Raj Ltd. 2009-10 129.96 

4S 289-CT Madhya Pr. CIT-1, Indore Computer Science Corporation 2007-08 8S.68 
Pradesh India Pvt Ltd. 

46 14-CT UT Chandigarh CIT-2, Chandigarh Healthway Immigration 2011-12 74.08 
Consultants Pvt. Ltd. 

47 219-CT Tami l Nadu Pr. CIT (Central)-2, G. Tech Stone Ltd. 2008-09, S9.22 
Chennai 2009-10, 

2010-11, 
2011-12 

Quality of assessments - Non/short levy of interest/penalty for delay in submission of returns, delay in 
payment of tax, etc. 

48 69-CT Maharashtra Pr. CIT-3, Mumbai Export Import Bank of India 2010-11 438S.59 
49 Sl -CT Maharashtra Pr. CIT-13, Mumbai Shivan Giri Steel Ltd. 2008-09, 2S2S.76 

2009-10, 
2010-11 -so 77-CT Maharashtra Pr. CIT-6, Mumbai B A Trading Co Pvt. Ltd. 2009-10, 1862.14 
2010-11 

Sl 41-CT Delhi Pr. CIT (Central)-1, Ultra Home Construction Pvt. 2010-11, 1040.18 
Delhi Ltd . 2011-12, 

2012-13 
S2 186-CT Odisha Pr. CIT-1, Green India Infra Projects Ltd. 2012-13, 802.16 

Bhubaneswar 2013-14 
S3 33-CT West Bengal Pr. CIT-3, Kolkata ITC Ltd . 2012-13 320.84 
S4 20-CT Maharashtra Pr. CIT-1, Mumbai Orkey Industries Ltd . 2007-08 309.67 
SS 8S-CT Maharashtra Pr. CIT (Central) -1, Global Paper lmpex Pvt. Ltd. 2010-11 30S.76 

Mumbai 
S6 104-CT Maharashtra Pr. CIT-11, Mumbai Quality Apparel Exports Pvt. Ltd . 2000-01 284.6S 
S7 276-CT Delhi Pr.CIT-4, Delhi International Elect ron Devices 2008-09 272.62 

Ltd . 
S8 272-CT Maharashtra Pr. CIT (Central)-1, Speciality Paper Ltd. 2008-09 249.63 

Mumbai 
S9 2S1-CT West Bengal Pr. CIT-2, Kolkata Sarda Mines Private Ltd. 2013-14 229.47 
60 55-CT Maharashtra CIT-6, Mumbai BA Trading Co Pvt. Ltd. 2010-11 214.84 
61 119-CT Tamil Nadu Pr. CIT (Central)-2, RKKR Steels Ltd. 2011-12, 204.9 

Chennai 2012-13, 
2013-14 
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SI. CAGOP State CIT Charge Assessee Name AV Tax Effect 
No. No. (~ in lakh) 

62 125-CT Punjab Pr. CIT (Central), GH Agro Products Pvt. Ltd. 2013-14 200.63 
Ludhiana 

63 75-CT West Bengal Pr. CIT-4, Kolkata Bhairab Board Manufacturing 2008-09 170.52 
Company Private Ltd. 

64 25-CT Delhi Pr. CIT-1, Delhi Gaurisuta Infrastructure Pvt. Ltd. 2013-14 166.92 
65 108-CT Delhi Pr. CIT-(Central)-2, Ad hist Garment Pvt. Ltd. 2008-09 156.63 

Delhi 
66 32-CT Karnataka Pr. CIT - 2, Mineral Enterprises Ltd. 2013-14 144.62 

Bengaluru 
67 29-CT Tamil Nadu CIT-6, Chennai Swelect Energy Systems Ltd. 2013-14 142.15 
68 190-CT Maharashtra Pr. CIT-12, Mumbai Mishka Fibbers Pvt. Ltd. 2011-12 139.29 
69 70-CT Maharashtra Pr. CIT-13, Mumbai Siroya FM Construction Pvt. Ltd. 2012-13 130.49 
70 227-CT Delhi Pr. CIT(Central)-1, Three C Universal Developers 2010-11 116.58 

Delhi Pvt. Ltd. 
71 213-CT M aharashtra CIT (CC)-3, Mumbai Satra Property Developers Pvt . 2011-12 114.93 

Ltd. 
72 188-CT Andhra Pradesh CIT (Central), Genera Agri Corporation Ltd. 2011-12 108.9 

& Telangana Hyderabad 
73 27-CT Delhi Pr. CIT-1, Delhi Kapila Bu ildhome Pvt. Ltd . 2013-14 108.09 
74 132-CT Maharashtra Pr. CIT-6, Mumbai Basanti Gold Pvt. Ltd. 2010-11 97.61 
75 94-CT Delhi Pr. CIT(Central)-1, KAO Housing Pvt. Ltd. 2011-12 96.42 

Delhi 
76 63-CT West Bengal Pr. CIT-1, Kolkata Gemini Barter Private Ltd. 2008-09 95.17 
77 282-CT Delhi Pr. CIT-8, Delhi Swatch Group India Pvt. Ltd. 2010- 93.99 

2011 
78 128-CT Delhi Pr. CIT-4, Delhi India Infrastructure Finance Co. 2013-14 88.39 

Ltd . 
79 71-CT Karnataka Pr. CIT(Central), Astitva Promoters and 2009-10 80.22 

Benga luru Developers Pvt. Ltd. 
80 42-CT Delhi Pr. CIT-4, Delhi Honest Promoters Pvt. Ltd. 2010-11 79.79 
81 18-CT Delhi Pr. CIT-6, Delhi Motto Softech Pvt. Ltd. 2008-09 78.15 
82 103-CT West Bengal Pr. CIT-1, Kolkata Credence Trexim Private Ltd. 2008-09 69.66 
83 160-CT Tamil Nadu CIT-6, Chennai State Industries Promotion 2013-14 63.63 

Corporat ion of Tamil Nadu Ltd. 
84 22-CT Delhi Pr. CIT-8, Delhi Sobhin Buildwell Pvt. Ltd. 2008-09 52.42 
85 233-CT Delhi Pr. CIT-6, Delhi Mobisoc Technology Pvt. Ltd. 2013-14 52.07 
86 157-CT UT Chandigarh Pr. CIT-2, Soni Hi-Tech Builders Pvt. Ltd . 2013-14 46.61 

Chandigarh 
87 45-CT M adhya Pr. CIT, Bhopal M P State Agro Indust ries 2012-13 43.66 

Pradesh Development Corporation Ltd. 

Quality of assessments - Excess or irregular refunds/interest on refunds 

88 46-CT Karnataka CIT-LTU, Bengaluru Vijaya Bank 2012-13 3688.02 
89 249-CT M aharasht ra CIT-LTU, M umbai Union Bank of India 2009-10 411.1 
90 192-CT M aharashtra Pr. CIT (Central)-1, Hindalco Industries Ltd. 1994-95 345.18 

Mumbai 
91 53-CT M aharashtra Pr.CIT-7, Mumbai Mahindra and Mahindra 2007-08 267.04 

Financial Services Ltd. 
92 176-CT Karnataka Pr. CIT(Central), GMR Infrastructure Ltd. 2010-11 216.08 

Bangalore 
93 264-CT M aharasht ra Pr. CIT-1, Mumbai Securities Trading Corporat ion of 2004-05 107.4 

India Finance Ltd. 
Quality of assessments - Mistakes in assessment while giving effect to appellate orders 

94 299-CT Maharashtra Pr. CIT LTU, Reliance Industries Ltd. 2011-12 4656.9 
Mumbai 
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SI. CAGDP State CIT Charge Assessee Name AV Tax Effect 

No. No. (~in lakh) 

95 83-CT Maharasht ra Pr. CIT-6, Mumbai CEAT Ltd. 1998-99 2119.63 

96 165-CT West Bengal Pr. CIT Central-2, Ujjal Udyog Ltd. 2008-09 138.35 

Kolkata 

97 320-CT Maharashtra Pr. CIT-2, Mumbai Bank of Baroda 2003-04 113.78 

98 230-CT Delhi Pr.CIT-3, Delhi EDAG Engineering and Design 2007-08 55.85 

India Pvt. Ltd. 

99 247-CT Karnataka Pr. CIT(Central), GMR Holdings Pvt. Ltd. 2008-09 53.76 

Bangalore 

Administration of tax concessions/exemptions/deductions - Irregular exemptions/deductions/ reliefs 

100 155-CT Odisha Pr. CIT-1, National Aluminium Company 2013-14 7161.18 

Bhubaneswar Ltd. 

101 293-CT Maharashtra Pr. CIT-L TU, Shell India Markets Pvt. Ltd. 2009-10, 3999.57 

Mumbai 2010-11, 
2011-12 

102 212-CT Maharashtra Pr. CIT (Cent ral)-4, Orbit Corporation Ltd. 2012-13 1197.06 

Mumbai 

103 12-CT Andhra Pradesh Pr. CIT-4, Nusun Genetic Research Ltd . 2012-13 897.11 

& Telangana Hyderabad 

104 3-CT Gujarat Pr. CIT-2, Baroda Manpasand Beverages Pvt. Ltd. 2012-13, 720.38 
2013-14 

105 92-CT Rajasthan Kota Mangalam Cement Ltd. 2013-14 500.63 

106 57-CT Maharashtra Pr. CIT (Central)-3, Welspun Syntex Ltd. 2013-14 353.21 
M umbai 

107 201-CT Maharashtra Pr. CIT 2, Mumbai Mahindra and Mahindra Ltd. 2010-11 290 

108 28-CT Tamil Nadu CIT-4, Chennai Maveric Systems Ltd. 2011-12 252.27 

109 260-CT Andhra Pradesh Pr. CIT-4, Natco Pharma Ltd . 2012-13 235.18 
& Telangana Hyderabad 

110 79-CT Maharashtra Pr. CIT 6, Mumbai Bhander Power Ltd. 2010-11 207.5 

111 223-CT Tamil Nadu Pr. CIT-2, Chennai Electronics Corporat ion of Tamil 2013-14 206.9 
Nadu Ltd. 

112 261-CT Haryana Pr. CIT {Central), Valeo Industries Ltd. 2013-14 121.48 
Gurgaon 

113 203-CT Karnataka Pr. CIT-1, Bagmane Developers Pvt. Ltd. 2013-14 107.11 
Bengaluru 

114 91-CT Gujarat Pr. CIT-3, Parshwanath Corporation Ltd. 2012-13 96.88 
Ahmedabad 

115 256-CT West Bengal Pr. CIT-2, Kolkata Da rjeeling Organic Tea Estates 2013-14 93 .23 
Private Ltd. 

116 202-CT West Bengal Pr. CIT-5, Kolkata Chemex Oil Private Ltd. 2013-14 77.53 
117 37-CT Tamil Nadu Pr. CIT-1, Madura i I Grandee Software Technologies 2011-12 77.17 

Private Ltd. 
118 231-CT Delhi Pr. CIT-8, Delhi SC Johnson Products Pvt. Ltd. 2012-13 50.58 
Administration of tax concessions/exemptions/deductions - Incorrect allowance of business expenditure 
119 137-CT Maharashtra Pr. CIT-2, Mumbai Satyam Computer Services Ltd. 2011-12 18900 
120 206-CT Odisha Pr. CIT-1, Western Electricity Supply 2012-13 4517.32 

Bhubaneswar Company of Odisha Ltd. 
121 265-CT Maharashtra CIT (IT) 4, Mumbai Standard Chartered Bank 2009-10 3702.02 
122 191-CT Maharashtra Pr. CIT-2, Mumbai State Bank of India 2013-14 2714.92 
123 93-CT Rajasthan CIT Jaipur-2 State Bank of Bikaner and Jaipur 2013-14 1500.91 
124 297-CT Maharashtra CIT - L TU, Mumbai Tata Motors Ltd. 2009-10 1489.63 
125 136-CT Maharashtra Pr. CIT-1, Mumbai Hindustan Pet roleum 2013-14 1152.77 

Corporation Ltd. 
126 159-CT Gujarat Pr. CIT-1, Baroda Gujarat State Electricity 2011-12 1052.25 

Corporation Ltd. 
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SI. CAGDP State CIT Charge Assessee Name AV Tax Effect 
No. No. (~in lakh) 

127 246-CT Tamil Nadu Pr. CIT-2, Chennai Indian Bank 2013-14 1035 
128 279-CT Odisha Pr. CIT-1, Odisha Hydro Power Corporation 2013-14 903.77 

Bhubaneswar Ltd . 
129 211-CT Odis ha Pr. CIT-1, Orissa Rural Housing and 2013-14 666.76 

Bhubaneswar Development Corporation Ltd. 

130 294-CT Maharashtra Pr. CIT-8, Mumbai Morgan Construction Company 2010-11 571.09 
India Pvt. Ltd. 

131 266-CT Maharashtra Pr. CIT-11, Mumbai Valecha Badwani Sendhwa 2013-14 570.42 
Tollways Pvt. Ltd. 

132 245-CT Tamil Nadu CIT-LTU, Chennai Alstom T and D India Ltd. 2010-11 570.16 
133 30-CT Tamil Nadu CIT-6, Chennai State Express Transport 2013-14 562.94 

Corporation Tamil Nadu Ltd. 
134 106-CT Tamil Nadu CIT-3, Chennai Tamil Nadu Generation and 2012-13 552.63 

Dist ribution Corporation Ltd. 
135 270-CT West Bengal Pr. CIT Central 1, Rungta Mines Ltd. 2013-14 548.9 

Kolkata 
136 222-CT Tamil Nadu Pr. CIT-4, Chennai Metropolitan Transport 2013-14 521.09 

Corporation Chennai Ltd. 
137 116-CT Karnataka PCIT-7, Benga luru The Hutti Gold Mines Company 2013-14 495.62 

Ltd. 

138 58-CT Maharashtra Pr. CIT-2, Mumbai ICICI Bank Ltd. 2011-12 440.78 
139 78-CT Maharasht ra Pr. CIT-LTU, Depuy Medical Pvt. Ltd. 2012-13 418.42 

Mumbai 
140 220-CT Tamil Nadu CIT-5, Chennai Omne Agate Systems Pvt. Ltd. 2013-14 398.07 
141 268-CT West Bengal Pr. CIT- LTU, Kolkata United Bank of India 2012-13 363.76 

142 205-CT Odisha Pr. CIT-1, Paradeep Phosphates Ltd. 2012-13 356.33 
Bhubaneswar 

143 217-CT Tamil Nadu Pr. CIT-2, Chennai Indian Bank 2013-14 350.13 

144 262-CT Odisha Pr. CIT-1, Odisha Forest Development 2013-14 313.22 
Bhubaneswar Corporation 

145 60-CT Karnataka CIT-Central, Obulapuram Mining Company 2008-09 254.17 

Bengaluru Pvt. Ltd. 

146 5-CT Gujarat Pr. CIT, Gujarat State Road Development 2012-13 230.48 
Gandhinagar Corporation Ltd. 

147 16-CT West Benga l Pr. CIT-2, Kolkata Indian Pulp and Paper Private 2013-14 229 .71 

Ltd . 
148 177-CT Maharashtra Pr. CIT-2, Mumbai Nhava Sheva International 2011-12 213.6 

Container Terminal Pvt. Ltd. 
149 254-CT West Bengal Pr. CIT-4, Kolkata Su raksha Diagnostic Private Ltd. 2013-14 202.78 

150 316-CT Maharashtra Pr CIT 3, Mumbai Shreeyam Power and Steel 2012-13, 181.8 

Industries Ltd. 2013-14 

151 252-CT West Bengal Pr. CIT-1, Kolkata Shri Badrinarain Alloys and 2013-14 174.92 

Steels Ltd. 

152 269-CT West Bengal Pr. CIT-LTU, Kolkata Hindustan Co per Ltd. 2013-14 166.56 

153 35-CT West Bengal Pr. CIT Central-1, Adhun ik Power Transmission Ltd. 2013-14 164.16 

Kolkata 
154 139-CT Maharashtra Pr. CIT-12, Mumbai Karmayogi Properties 2012-13 154.82 

Developers Pvt. Ltd. 

155 215-CT Maharashtra Pr. CIT-8, Mumbai Suraksha Realty Ltd. 2011-12 149.48 

156 154-CT Andhra Pradesh Pr. CIT-5, Vijaya Nagar Sugar Pvt. Ltd. 2013-14 131.1 

& Telangana Hyderabad 

157 56-CT Maharasht ra Pr. CIT-2, Mumbai lndusind Bank Ltd. 1999- 127.89 
2000 

158 114-CT Karnataka Pr. CIT-4, Bengaluru Mysore Minerals Ltd . 2013-14 122.3 

159 175-CT Karnataka CIT-LTU, Bengaluru Mindtree Ltd. 2010-11 105.59 
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1160 216-CT Karnataka Pr.CIT-3, Bengaluru IZMO Ltd. 2013-14 101.51 

161 244-CT Tamil Nadu Pr. CIT-2, Chennai Indian Bank 2012-13 80.67 

162 278-CT Delhi Pr. CIT-2, Delhi Bhadra International India Pvt. 2013-14 77.45 

Ltd. 
163 302-CT West Bengal Pr. CIT Central-1, Rungta Sons Private Ltd. 2013-14 70.27 

Kolkata 

164 66-CT West Bengal Pr. CIT-2, Kolkata Kesoram Industries Ltd. 2011-12 69.53 
165 275-CT Delhi Pr. CIT-9, Delhi Universal Energies Ltd. 2012-13 69.22 

166 169-CT Karnataka PCIT-5, Bengaluru Provimi Animal Nutrition India 2013-14 54.82 
Pvt. Ltd. 

167 158-CT Kera la Pr. CIT Kochi -1 Roads and Bridges Development 2012-13 37.08 
Corporation of Kerala Ltd. 

168 204-CT Odisha Pr. CIT-1, Rektor Mines and Minerals Ltd. 2013-14 27.74 
Bhubaneswar 

Administration of tax concessions/exemptions/deductions - Irregularities in allowing depreciation/ 

business losses/ capital losses 

169 13-CT Andhra Pradesh Pr. CIT-3, Share Microfin Ltd. 2013-14 29582.1 
& Telangana Hyderabad 

170 120-CT Gujarat Pr. CIT-1, Baroda Gujarat Urja Vikas Nigam Ltd. 2011-12 16689.2 
171 314-CT Maharashtra Pr. CIT-10, Mumbai Hanjer Biotech Energies Pvt. Ltd. 2013-14 10692 
172 196-CT Maharashtra Pr. CIT-2, Mumbai Sat am Computers Services Ltd. 2011-12 8333.12 
173 240-CT Delhi Pr. CIT-3, Delhi Delhi Transco Ltd. 2013-14 5415.31 
174 306-CT Andhra Pradesh Pr. CIT-I, Bartronics India Ltd. 2010-11 4477.86 

& Telangana Hyderabad 
175 259-CT Andhra Pradesh Pr. CIT-I, Bangalore Elevated Tollway Ltd. 2012-13 4316.85 

& Telangana Hyderabad 
176 193-CT Maharashtra Pr. CIT 1, Mumbai Deep Water Services India Ltd. 2014-15 4090.03 
177 243-CT Tamil Nadu Pr. CIT-1, Chennai Dishnet Wireless Ltd. 2011-12 2707.47 
178 271-CT Maharashtra Pr. CIT-6, Mumbai Kosi Bridge Infrastructure Co. 2013-14 2665.03 

Ltd. 
179 295-CT Maharashtra Pr. CIT 11, Mumbai Valecha LM Toll Pvt. Ltd. 2013-14 1792.26 
180 322-CT Maharashtra Pr. CIT 10, Mumbai Hanjer Biotech Energies Surat 2013-14 1553.61 

Pvt. Ltd. 
181 224-CT Tamil Nadu Pr. CIT-1, Chennai Aircel Ltd. 2011-12 1441.52 
182 90-CT Kera la Pr. CIT - Thrissur The Catholic Syrian Bank Ltd . 2012-13 1404.11 
183 50-CT Maharashtra Pr. CIT-7, Mumbai Loop Telecom Ltd. 2013-14 1330.51 
184 300-CT Maharashtra Pr. CIT 14, Mumbai SU Toll Road Pvt. Ltd. 2013-14 1070.49 
185 307-CT Odisha Pr. CIT-1, Southern Electricity Supply 2013-14 1033.69 

Bhubaneswar Company of Odisha Ltd. 
186 140-CT Maharashtra Pr. CIT-15, Mumbai Plus BKSP Toll Private Ltd. 2012-13 1017.72 
187 10-CT Andhra Pradesh CIT-3, Hyderabad Sagar Cements Ltd. 2012-13 950.22 

& Telangana 
188 253-CT West Bengal Pr. CIT-2, Kolkata Hindustan Paper Corporation 2013-14 921.7 

Ltd. 
189 209-CT Andhra Pradesh Pr. CIT-(Central), MBS Jewellers Pvt. Ltd . 2012-13 836.64 

& Telangana Hyderabad 
190 11-CT Andhra Pradesh Pr. CIT-2, Visakhapatnam Industrial Water 2013-14 816.29 

& Telangana Visakhapatnam supply Co. Ltd. 
191 2-CT Gujarat Pr. CIT-4, Sintex Indust ries Ltd . 2014-15 791.42 

Ahmedabad 
192 9-CT Andhra Pradesh Pr. CIT-5, Vijay Nirman Company Pvt. Ltd. 2014-15 554.14 

& Telangana H derabad 
193 312-CT Maharashtra Pr. CIT-8, Mumbai Riverside Industries Ltd. 2011-12 540.27 
194 285-CT Delhi Pr.CIT-3, Delhi Fujitsu India Pvt. Ltd . 2011-12 509.51 
195 313-CT Maharashtra Pr. CIT-10, Mumbai Hanjer Biotech M ira Pvt. Ltd. 2013-14 484.39 
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f 196 199-CT Maharashtra Pr. CIT Central-3, Ankur Drugs and Pharma Ltd. 2012-13 473.09 

Mumbai 

197 197-CT Maharashtra Pr. CIT-14, Mumbai IDFC Projects Ltd. 2013-14 416.33 

198 200-CT Maharashtra Pr. CIT-1, Mumbai Serco BPO Pvt. Ltd . 2009-10 390.84 

199 1-CT Gujarat Pr. CIT-4, Sparta Cement and Infra Ltd. 2013-14 347.58 

Ahmedabad 

200 54-CT Maharashtra Pr. CIT-8, Mumbai Sabero Organics Gujarat Ltd. 2009-10 330.45 

201 95-CT Delhi CIT-8, Delhi Shyam Forgings Pvt. Ltd. 2013-14 304.35 

202 291-CT Tamil Nadu Pr. CIT- 6, Chennai South Asia FM Ltd. 2010-11, 279.47 

2011-12 

203 89-CT Tamil Nadu Pr. CIT-1, Sharadha Terry Products Ltd. 2012-13 274.51 

Coimbatore 
204 170-CT Tamil Nadu Pr. CIT-4, Chennai Mahindra World City Developers 2013-14 270.34 

Ltd. 
205 26-CT Delhi CIT-7, Delhi Oberthur Technologies India Pvt. 2011-12 260.74 

Ltd. 
206 228-CT Delhi Pr. CIT-2, Delhi Centum Learning Ltd. 2012-13 260.5 
207 323-CT Maharasht ra Pr. CIT 2, Nagpur lndoworth India Ltd. 2011-12 258.19 

208 303-CT Punjab Pr. CIT, Patiala Punjab State Transmision 2012-13 238.92 
Corporation Ltd. 

209 138-CT Maharashtra Pr. CIT-4, Mumbai Silver Spark Apparel Ltd. 2012-13 235 .59 
210 38-CT Tamil Nadu CIT-6, Chennai Sowraj Investments Pvt. Ltd. 2013-14 216.99 
211 21-CT Delhi Pr. CIT (Central)-1, Neucom Consulting Pvt. Ltd. 2013-14 206.23 

Delhi 

212 242-CT Tamil Nadu Pr. CIT-1, Chennai Aircel Cellular Ltd . 2011-12 176.48 
213 181-CT West Bengal Pr. CIT-3, Kolkata Mackertich Consultancy Services 2013-14 173.17 

Private Ltd. 
214 161-CT Tamil Nadu CIT-3, Chennai Tristar Container Services (Asia) 2013-14 167.77 

Pvt. Ltd. 
215 248-CT Maharashtra Pr. CIT-11, Mumbai Tota l Oil India Pvt. Ltd. 2012-13 156.9 
216 86-CT Maharashtra Pr. CIT-15, Mumbai HCC Aviation Ltd. 2012-13 139.01 
217 321-CT Maharashtra CIT-11, Mumbai Virbac Animal Health India Pvt. 2012-13 138.82 

Ltd. 
218 7-CT Rajasthan CIT-2, Jaipur Agribiotech Industries Ltd. 2012-13 136.98 
219 129-CT Delhi Pr. CIT-4, Delhi lnterglobe Enterprises Ltd. 2012-13 132.48 
220 162-CT Tamil Nadu Pr. CIT-1, Madurai International Agricultural 2009-10 132.1 

Processing Pvt. Ltd. 
221 153-CT Andhra Pradesh Pr. CIT-5, Uttara Bakers Pvt. Ltd. 2013-14 125.95 

& Telangana Hyderabad 
222 87-CT Tamil Nadu CIT-3, Chennai Tremco Roofing and Facility 2013-14 122.19 

Services Pvt. Ltd. 
223 198-CT Maharashtra Pr. CIT-8, Mumbai TPL Plastech Ltd. 2011-12 112.39 
224 107-CT Tamil Nadu Pr. CIT(Central)-1, Kamachi Sponge and Power 2007-08 108.57 

Chennai Corporation Ltd. 
225 39-CT Gujarat Pr. CIT-1, Rajkot Dynamix Urja India Ltd. 2012-13 99.67 
226 115-CT Karnataka Pr. CIT-7, Vijayjyothi Investments Agencies 2013-14 98.51 

Bengaluru Pvt. Ltd. 
227 61-CT West Bengal Pr. CIT Central-2, Dove Airlines Pvt. Ltd. 2013-14 96.46 

Kolkata 
228 67-CT Uttar Pradesh CIT-1, Agra Ginni Filament Ltd. 2012-13 96.34 
229 74-CT West Bengal Pr. CIT-1, Kolkata Dozco lnfratech Private Ltd. 2011-12 94.65 

230 124-CT Haryana Pr. CIT (Central) DD Global Capital Ltd. 2012-13 93.76 
Gurgaon 

231 34-CT West Bengal Pr. CIT Central- 2 Visa International Ltd. 2013-14 90.68 

232 62-CT West Bengal Pr. CIT-4, Kolkata Utsav Agro Products Ltd. 2013-14 90.48 
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233 36-CT Delh i Pr. CIT-6, Delhi Neel Auto Pvt. Ltd. 2012-13 82.66 
234 15-CT West Bengal Pr. CIT (Central)-1, Adhunik Alloys and Power Ltd. 2013-14 82.51 

Kolkata 
235 292-CT Guja rat Pr.CIT-1, Baroda Benzo Petro International Ltd. 2013-14 75.58 
236 184-CT West Bengal Pr. CIT-2, Kolkata Kamarhatty Power Ltd. 2013-14 73.12 
237 304-CT Punjab Pr. CIT-2, Amritsar Nijjer Agro Foods Ltd. 2012-13 72.05 
238 287-CT Delhi Pr. CIT-2, Delhi Beacon Higher Education 2012-13 69.54 

Services Pvt. Ltd. 
239 76-CT Rajasthan CIT-1, Jaipur Udaipur Mineral Development 2013-14 66.S 

Syndicate Pvt. Ltd. 
240 173-CT Karnataka Pr. CIT-4, KRS Enterprises Pvt. Ltd. 2013-14 64.86 

Bengaluru 
241 174-CT Karnataka Pr. CIT-4, Kingfisher Finvest India Ltd. 2012-13 58.26 

Bengaluru 
242 102-CT West Bengal Pr. CIT- 4, Kolkata Radiance Edifice Infra Realty Ltd. 2013-14 57.83 
243 6-CT Rajasthan CIT Jaipur-3 Sanga Builders Pvt. Ltd. 2011-12 57.12 
244 166-CT West Bengal Pr. CIT-3, Kolkata Calcutta Resorts and Enterprise 2012-13 55 .61 

Ltd. 

245 234-CT Delhi Pr. CIT-6, Delhi Mahle Filter Syst ems India Ltd. 2013-14 52.69 
246 226-CT West Bengal Pr. CIT-5, Kolkata Millennia Infrastructure Private 2013-14 51.39 

Ltd. 

247 40-CT Karnataka Pr. CIT-4, Mysore Fruit Products Ltd. 2013-14 50.09 
Bengaluru 

248 113-CT Kera la Pr. CIT Kochi-1 Nitta Gelatin India Ltd. 2012-13 49.55 

249 168-CT Jharkhand CIT Jamshedpur TRF Ltd. 2009-10 26.26 

Income escaping assessments due to omissions - Income not assessed/ under assessed under special provisions 

including MAT/Tonnage Tax etc. 

250 318-CT Maharashtra Pr. CIT 15 Mumbai Wanbury Ltd. 2010-11 205.87 

Income escaping assessments due to omissions - Incorrect classification and computation of capital gains 

251 311-CT Gujarat Pr. CIT- Valsad Avi Global Plast Pvt. Ltd. 2012-13 453.35 

252 80-CT Maharashtra Pr. CIT-10, Mumbai NV Developers Pvt. Ltd . 2012-13 114.55 

253 8-CT Rajasthan Ajmer Sharda Spuntex Pvt. Ltd. 2013-14 111.45 

254 218-CT Tamil Nadu Pr. CIT-1, Chennai Bay Forge Ltd. 2012-13 80.83 

Income escaping assessments due to omissions - incorrect computation of income 

255 72-CT Delhi Pr. CIT-4, Delhi India Infrastructure Finance Co. 2013-14 5394.79 
Ltd. 

256 308-CT Odisha Pr. CIT-I, North Eastern Electricity Supply 2012-13 2573.54 
Bhubaneswar Company of Orissa Ltd. 

257 317-CT Maharashtra Pr. CIT 1, Mumbai Hindustan Aegis LPG Ltd. 2012-13 1534.43 

258 133-CT Maharashtra Pr CIT-2, Mumbai Nhava Sheva Internat ional 2011-12 1365.31 
Container Terminal Pvt. Ltd. 

259 310-CT Delhi CIT-(lntl. Tax.)-1 Amadeus IT Group SA 2011-12 1103.21 

260 221-CT Tamil Nadu CIT-4, Chennai Mayajaal Entertainment Ltd. 2012-13 318.65 

261 178-CT Maharashtra Pr. CIT (C)-8, Lokhandwala Kataria 2013-14 314.53 
M umbai Construction Pvt. Ltd. 

262 68-CT Maharashtra Pr. CIT-3, Mumbai Phulchand Exports Pvt. Ltd. 2010-11 304.04 

263 100-CT West Bengal Pr. CIT-4, Kolkata Dream Bake Private Ltd. 2011-12 192.16 
264 214-CT Maharashtra CIT-3, Pune Ropa Plastics Pvt. Ltd. 2009-10 166.5 

265 207-CT Andhra Pradesh Pr. CIT-4, P R Energy Holding Ltd. 2012-13 147.68 
& Telangana Hyderabad 

266 267-CT Tamil Nadu Pr. CIT-5, Chennai Oceanic Bio Harvest Ltd . 2013-14 101.27 

267 98-CT West Bengal Pr. CIT-2, Kolkata Vishwarupa Metaliks Private Ltd. 2013-14 87.37 

268 172-CT Tamil Nadu CIT-4, Chennai Nexus Electro Steel Ltd. 2013-14 67.92 
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Income escaping assessments due to omissions - Unexplained investment/ cash credits etc. 

269 180-CT Maharashtra Pr. CIT-14, Mumbai Darwin Platform Infrastructure 2012-13 78576.7 
Ltd . 

270 194-CT Gujarat Pr. CIT-4, Seema Jewellers Pvt. Ltd. 2011-12 1064.64 
Ahmedabad 

271 126-CT Gujarat Pr. CIT, Shri Rang Infrastructure Pvt. Ltd. 2012-13 269.16 
Gandhinaga r 

272 64-CT West Bengal Pr. CIT Central-2, I Core Housing Finance 2011-12 67.76 
Kolkata Corporation Ltd. 

Income escaping assessments due to omissions - Incorrect estimation of Arm's Length Price 

273 163-CT Maharashtra Pr. CIT (TP)-1, ACC Ltd. 2013-14 1388.6 
Mumbai 

274 142-CT Maharashtra CIT (TP), Pune Volkswagen India Pvt. Ltd. 2013-14 1207.28 

275 301-CT West Bengal CIT (IT &TP), Philips India Ltd. 2012-13 682.37 

Kolkata 

276 309-CT Delhi CIT-1, TPO Bharti Airtel Ltd. 2011-12 631.17 

277 141-CT Maharashtra CIT-{IT & TP), Pune Pranav Agro Industries Ltd. 2013-14 205.55 

278 257-CT Andhra Pradesh Pr. CIT - IT & TP, Deloitte Tax Services India Pvt. 2012-13 97.15 
& Telangana Hyderabad Ltd. 

279 305-CT Andhra Pradesh Pr. CIT, IT& TP, Clause India Private Ltd. 2012-13 84.88 

& Telangana Hyderabad 

280 134-CT Maharashtra CIT-(TP)-4, Mumbai The Indian Hotels Company Ltd. 2013-14 70.59 

Over-charge of tax/ interest - Overcharge of tax 

281 315-CT Maharashtra Pr. CIT (C)-5, National Aviation Company India 2008-09 1349.09 

Mumbai Ltd. 

282 152-CT Haryana Pr. CIT (Central), Tokai Imperial Rubber India Pvt. 2009-10 1072.46 

Gurgaon Ltd. 

283 167-CT West Bengal Pr. CIT-2, Kolkata Trend Vyapaar Ltd . 2013-14 919.75 

284 187-CT Odisha Pr. CIT-I, North Eastern Electricity Supply 2013-14 691.31 

Bhubaneswar Company of Odisha Ltd . 

285 210-CT Andhra Pradesh Pr. CIT-I, Hyderabad Andhra Pradesh Industrial 2009-10 637.5 

& Telangana Infrastructure Corp. Ltd. 

286 149-CT Delhi Pr. CIT-3, Delhi Enershell Alloy and Steel Pvt. 2013-14 465.3 

Ltd. 

287 250-CT Maharashtra Pr. CIT 13, Mumbai Royal Palm India Pvt. Ltd. 2007-08 298.94 

288 183-CT West Bengal Pr. CIT Central-2, Ujjal Udyog Ltd. 2009-10 145.36 

Kolkata 

289 99-CT West Bengal Pr. CIT-2, Kolkata MJ and Sons Distillery and 2013-14 129.99 

Breweries Private Ltd. 

290 208-CT Haryana Pr. CIT (Central), EPICU Agro Product Pvt. Ltd. 2012-13 120.53 

Gurgaon 

291 73-CT West Bengal Pr. CIT -1, Kolkata Farguson Traders Private Ltd . 2013-14 117.42 

292 288-CT Delhi CIT L TU, Delhi Mahanagar Telephone Nigam 2007-08 96.38 

Ltd. 

293 109-CT Delhi Pr. CIT-4, Delhi HN Reacon Pvt. Ltd. 2013-14 80.59 

294 225-CT West Bengal Pr. CIT-5, Kolkata Radiance Edifice Infra Realty 2012-13 73.48 

Private Ltd. 

295 147-CT Delhi Pr. CIT-3, Delhi Epitome Travel Solutions India 2013-14 61.65 

Pvt. Ltd. 

296 277-CT Delhi CIT {Intl. Tax.)-1, Buongiorno Hong Kong Ltd. 2011-12 60.71 

Delhi 

297 145-CT Delhi Pr. CIT-5, Delhi JS Exim Pvt. Ltd. 2013-14 55.47 
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Over-charge of tax/ interest - Overcharge of interest 

1298 258-CT Andhra Pradesh Pr. CIT-4, Deccan Chronicle Holdings Ltd. 2010-11 32080.4 

& Telangana Hyderabad 

299 239-CT Delhi Pr. CIT-3 Delhi Transco Ltd. 2013-14 1807.62 

300 283-CT Delhi Pr. CIT 6 National Housing Bank 2013-14 749.58 

301 148-CT Delhi Pr. CIT-3 Degremont Ltd. 2012-13 531.71 

302 290-CT Madhya Pr. CIT-I, Bhopal Madhya Pradesh Madhya 2013-14 358.83 

Pradesh Kshetra Vidyut Vitran Company 
Ltd. 

303 232-CT Delhi Pr. CIT-6 Mothercare Sourcing India Pvt . 2013-14 315.83 

Ltd. 

304 101-CT West Bengal Pr. CIT- 4, Kolkata Uniworth Texti es Ltd. 2013-14 299.19 

305 263-CT Delhi CIT {Central)-1, Sunny lnfraproJects Ltd. 2010-11 293.91 

Delhi 

306 229-CT Delhi CIT-LTU Whirpool of India Ltd. 2011-12 289.71 

307 44-CT Madhya Pr. CIT-I, Bhopa l Hathway Datacom Centra l Pvt. 2013-14 252.62 

Pradesh Ltd. 

308 284-CT Delhi Pr. CIT 6 National Cooperative 2013-14 231.72 
Development Corporation 

309 237-CT Delhi Pr. CIT-6 M carbon Tech Innovation Pvt. 2013-14 220.98 
Ltd. 

310 274-CT Delhi GT{Central)-1, Delhi Lai Distributors Pvt. Ltd. 2006-07 110.8 

311 241-CT Delhi Pr. CIT-4, Delhi Haskoning DHV India Pvt. Ltd. 2012-13 102.39 

312 43-CT Delhi Pr. CIT-4, Delhi Hayat Communications Pvt. Ltd. 2013-14 88.93 

313 24-CT Delhi Pr. CIT-3 Den Digital Entertainment 2013-14 85.18 
Gujarat Pvt. Ltd. 

314 96-CT Delhi Pr. CIT-3 Dedicated Freight Corridor 2013-14 83.64 

Corporation o• 1ndia Ltd. 
315 111-CT Haryana Pr. CIT {Central), Kudos Agrohols Ltd . 2013-14 65.66 

Gurgaon 

316 236-CT Delhi CIT-2 {International Honeywell International Ltd. 2013-14 63.85 
Taxation) 

317 235-CT Delhi CIT {Central )-1, Metro Tyres Ltd. 2007-08 53.8 
Delhi 

318 238-CT Delhi Pr. CIT{Central)-1, NCML Industries Pvt. Ltd. 2012-13 53.01 
Delhi 

319 23-CT Delhi Pr. CIT-9 Vayam Technologies Ltd. 2012-13 50.23 

320 112-CT Haryana Pr. CIT {Central), Prinku Landfin Pvt. Ltd. 2009-10 42.05 
Gurgaon 

Income Tax and Wealth Tax 

Quality of assessments-Arithmetical errors in computation of Income and tax 
321 10-IT Haryana Pr. CIT, Karnal M/s The Karna I Central 2012-13 18.34 

Cooperative Ba nk Ltd. 
322 12-IT Maharashtra CIT-Ex-Mumbai Tata Social Welfare Trust 2012-13 110.09 
323 17-IT Delhi Pr. CIT{Central)-2 Brij Kishore Kochar 2013-14 77.22 

324 18-IT Madhya Pr. CIT-I, Bhopa l The MP State Co-operative 2012-13 63.63 
Pradesh Marketing Federation Ltd. 

325 19-IT Maharasht ra CIT-Ex., Mumbai The JRD Tata Trust 2012-13 101.61 

326 22-IT Maharashtra CIT-Ex., Mumbai Tata Education Trust 2012-13 111.39 

327 24-IT Maharashtra Pr. CIT 6, Pune Bhima Sahakari Sakhar Karkhana 2012-13 844.59 
Ltd. 

328 26-IT Maharashtra Pr. CIT 6, Pune Shree Siddheshwar Sahakari 2011-12 302.80 
Sakhar Karkhana Ltd. 
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329 28-IT Tamil Nadu CIT, Central-1, Jaya Educational Trust 2012-13 430.13 
Chennai 

330 50-IT Maharashtra CIT CC 1, Pune Lalit S Gandhi 2007-08; 262.80 
2008-09; 
2009-10; 
2010-11; 
2011-12; 
2012-13 

331 52-IT Delhi Pr. CIT(C)-2 Fine Aromatics 2009-10 57.08 
332 54-IT Punjab Pr. CIT (C), Kailash Aggarwal 2011-12 45.99 

Ludhiana 
333 61-IT Gujarat Pr. CIT-IV, lbrah imbhai Va limahmad 2013-14 54.03 

Ahmedabad Mankanojiya 
334 65-IT Maharashtra Pr. CIT 3, Pune Sahyadri SSK Ltd 2009-10 142.69 
335 67-IT Maharashtra CIT Ex, Mumbai Mumbai Cricket Association 2010-11 1667.08 
336 78-IT Maharashtra Pr. CIT 29, Mumbai Sameer Sudhir Joshi 2012-13 100.58 
337 79-IT Maharashtra Pr. CIT Central 3, Bhupendra Surani 2010-11 800.93 

Mumbai 
338 80-IT Maharashtra CIT Ex, Mumbai R. D. Tata Trust 2012-13 63.61 
339 84-IT Maharashtra Pr. CIT 21, Mumbai Arvind P Nadkarn i 2009-10 66.05 
340 90-IT Gujarat Pr. CIT-I, Surat Anil Satyanarayan Roongta 2013-14 127.94 
341 96-IT Odis ha Pr. CIT-I, Md Yusha 2010-11 29.33 

Bhubaneswar 
342 110-IT Maharashtra Pr. CIT-1, Pune Agasti S. S. K. Ltd. 2012-13 386.35 
343 111-IT Maharasht ra Pr. CIT Central 1, Shirish C Shah 2013-14 34.56 

Mumbai 
344 126-IT Punjab Pr. CIT (C), Anubhav Aggarwal 2008-09; 319.57 

Ludhiana 2014-15 
345 128-IT Odis ha Pr. CIT-I, M/s Neelachal Gramya Bank 2013-14 1260.91 

Bhubaneswar 
346 129-IT Andhra Pradesh Pr. CIT-I, B. Balraj Goud 2011-12 109.39 1 

& Telangana Hyderabad 

Quality of assessments- Incorrect application of rate of tax, surcharge, etc. 
347 32-IT Jharkhand Hazaribagh Ajay Ku mar 2009-10 10.62 
348 36-IT Goa CIT-Panaji Ms Vassudeva Dempo Family Pvt 2013-14 67.48 

Trust 
349 51-IT Delhi Pr. CIT(C)-2 Shiva Mint Industries 2009-10 907.80 
350 53-IT Punjab Pr. CIT (C), Suman Aggarwal 2009-10 23.13 

Ludhiana 
351 73-IT Punjab Pr. CIT (C), Updesh Jaspal 2009-10 10.29 

Ludhiana 
352 83-IT Maharasht ra Pr. CIT 23, Mumbai Dosu A Bhiwandiwala 2009-10 112.11 1 
Quality of assessments- Non/short levy of interest/penalty for delay in submission of returns, delay in 
payment of tax, etc. 

353 2-IT Tamil Nadu Pr. CIT, Cent ra l-1, Naresh Prasad Agarwal 2009-10; 77.28 
Chennai 2010-11 

354 4-IT UT Chand igarh Pr. CIT-2, Mangat Singh 2011-12 31.56 
Chandigarh 

355 5-IT Ut ta r Pradesh CIT Central, Amod Kumar Sachan 2008-09; 88.87 
Lucknow 2010-11; 

2011-12; 
2012-13; 
2013-14 

356 8-IT Maharashtra Pr. CIT 19, Mumbai Parshuram N Dandekar 2007-08 102.29 
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3S7 13-IT Uttar Pradesh CIT-Central, Kanpur Manoj Kumar 2012-13; 92S.89 

2013-14; 
2014-lS 

358 14-IT Gujarat Pr. CIT-Central, M/s M D Infra Developers 2011-12; 137.77 

Surat 2012-13 

3S9 l S-IT Kera la Pr. CIT, Padmajadevi Amma J 2012-13 63 .01 

Thiruvananthapuram 

360 25-IT Maharashtra Pr. CIT 23, Mumbai Sandhya Enterprises 2007-08; 121.94 

2008-09 

361 27-IT Tamil Nadu Pr. CIT-2, Madurai M/s Dinamalar 2008-09 34.17 

362 35-IT Bihar Pr. CIT (Central), Saroj Singh 2006-07; 24.61 

Patna 2007-08; 
2008-09; 

2009-10; 
2010-11; 
2011-12 

363 37-IT Goa CIT-Panaji Goa Cricket Association 2009-10 58.00 

364 38-IT Tamil Nadu Pr. CIT, 10, Chennai Rajan Elumalai Devendiran 2012-13 22.31 

36S 39-IT Haryana Pr. CIT (Central) Jitendra Singh 2009-10; 19S.88 

Gurugaon 2010-11; 
2011-12; 

2012-13; 
2013-14 

366 40-IT UT Chandigarh Pr. CIT-2, Swaranjit Kaur 2007-08 18.70 

Chandigarh 

367 41-IT Andhra Pradesh CIT, Central, Grandhi Manoj Kuma r 2010-11 181.69 

& Telangana Visakhapatnam 

368 44-IT Madhya CIT(Central)-Bhopal Kantilal Kataria 2011-12 111.08 

Pradesh 

369 46-IT Utta r Pradesh Pr. CIT-Central, Navneet Bhadla 2010-11 88.10 

Kanpur 

370 47-IT Uttar Pradesh Pr. CIT-Central, Anita Miglani 2013-14 46.78 

Kanpur 

371 48-IT Uttar Pradesh Pr. CIT Central, Manish Kumar Jain 2013-14 110.58 

Kanpur 

372 49-IT Assam PCIT-2, Guwahati Assam Gramin Vikash Bank 2011-12 10.66 

373 SS-IT Tamil Nadu Pr. CIT-1, Chennai Guruprakash Hotels 2011-12 39.83 

374 56-IT Karnataka PCIT-Central, Dr. P Dayananda Pai 2007-08 43.61 

Bengaluru 

37S 58-IT Rajasthan CIT-1 Jaipur Ramakant Sharma 2007-08 19.12 

376 64-IT Maharashtra Pr. CIT 27, Vashi Hema Apurva Doshi 2010-11 561.38 

Navi Mumbai 

377 66-IT Maharashtra Pr. CIT 2S, Mumbai Milestone Real Estate Fund 2011-12 61.16 

378 71-IT Assam CIT-II, Guwahati Babu Singh 2010-11; 17.36 

2011-12; 
2012-13 

379 72-IT Uttar Pradesh Pr. CIT, Ghaziabad Shashi Kant Tyagi 2008-09 243.40 

380 76-IT Gujarat Pr. CIT-3, Surat Anil Ghanshyam Kumavat 2010-11; 16S.38 

2011-12; 
2012-13 

381 81-IT Maharashtra CIT CC 2, Mumbai Shirish C Shah 2009-10; SlS.36 

2010-11; 
2011-12; 

2012-13; 
2013-14 
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382 85-IT Maharashtra Pr. CIT 28,Mumbai Amjadali Sayed 2009-10 147.19 I 
383 87-IT Odisha Pr. CIT-1, Pradeep Kumar Singh 2010-11; 204.10 

Bhubaneswar 2011-12 
384 91-IT West Bengal Pr. CIT Central-2 Ajit Kumar Surana 2009-10 63.66 
385 92-IT Haryana Pr. CIT (Central) Gurmeet Sodhi 2008-09; 118.45 

Gurgaon 2009-10; 
2010-11; 
2013-14 

386 102-IT Delhi Pr. CIT-16 Shri Kishore Prop Sham 2008-09 51.39 
Enterprises 

387 103-IT Delhi Pr. CIT-(C)-2 Ambika International 2008-09; 8113.87 
2009-10; 
2010-11 

388 108-IT Maharashtra Pr. CIT (C) 3, The Board of Control for Cricket 2008-09; 137.41 
Mumbai in India 2010-11 

389 118-IT Madhya Pr. CIT(Central), Ch ugh Housing and Developers 2008-09; 58.13 
Pradesh Bhopal 2009-10 

Administration of tax concession/exemption/deduction-Irregular exemptions/deductions/reliefs given to 
Trusts/ Firms/Societies 

390 11-IT Maharashtra Pr.CIT-3, Nagpur Sukhkarta Developers and 2011-12; 93.00 
Builders 2012-13 

391 34-IT Uttrakhand Pr.CIT, Dehradun KBG Industries 2012-13 41.42 
392 63-IT Maharashtra Pr. CIT (C), Pune Ravi Developments 2009-10; 282.62 

2010-11 
393 70-IT Bihar Pr. CIT-II, Patna M/s Aishwarya Lifescience 2013-14 14.40 
394 100-IT Tamil Nadu CIT, Puducherry NLC lndcoserve 2010-11 26.62 
395 109-IT Maharashtra CIT (Exemption), The Stock Exchange Investors 2011-12 872.05 

Mumbai Protect ion Fund 
396 119-IT Chhattisgarh Pr. CIT, Bilaspur Shri Shri Vidya Sagarji Maharaj 2011-12 68.83 

Education Trust 
397 130-IT Himachal Pr. CIT, Shimla M/s Himsar Technomers 2012-13 18.04 

Pradesh 
398 131-IT Gujarat Pr. CIT-5, M/s Gujarat State Co. Op. 2010-11; 375.14 

Ahmedabad Agriculture and Rural 2012-13 
Development Bank Ltd. 

Administration of tax concession/exemption deduction-Irregular exemptions/deductions/reliefs given to 
individual 

399 59-IT Kera la Pr. CIT, Sanjith Sadasivan 2012-13 34.29 
Thiruvananthapuram 

400 77-IT Rajasthan CIT-3, Jaipur Bharat Mohan Raturi 2013-14 26.25 
401 94-IT UT Chandigarh Pr. CIT-2, Arun Trehan 2012-13 15.63 

Chandigarh 
402 98-IT Maharashtra Pr. CIT 6, Mumbai Vasundhara Karun Sanghi 2011-12 70.30 
403 99-IT Rajasthan Alwar Rajendra Yadav 2011-12 11.49 
404 107-IT Gujarat Pr. CIT-5, Devendrasingh C. Vaghela 2012-13 218.92 

Ahmedabad 

405 115-IT UT Chandigarh Pr. CIT-2, Harvinder Singh Mavi 2013-14 40.56 
Chandigarh 

Administration of tax concession/exemption deduction-Incorrect allowance of business expenditure 

406 3-IT UT Chandigarh Pr. CIT-2, M/s Aggarwal Promoters 2012-13 56.36 
Chandigarh 

407 7-IT Maharashtra Pr. CIT-1, Kolhapur Sangli District Central Coop Bank 2012-13 450.50 
Ltd. 

408 33-IT Uttrakhand Pr. CIT, Dehradun Pradeep Nagrath 2011-12 13.97 
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409 89-IT West Bengal Pr. CIT-12, Kolkata M/s Calcutta Export Company 2013-14 25.71 

410 93-IT UT Chandigarh Pr. CIT-2, Sukhdev Singh Patwari 2012-13; 74.10 

Chandigarh 2013-14 

411 105-IT Gujarat Pr. CIT-1, Rajkot Raju Badriprasad Sharma 2012-13 2,342.37 

412 106-IT Gujarat Pr. CIT-1, Rajkot Raju Badriprasad Sharma 2012-13 120.96 

413 112-IT Bihar Pr. CIT, The Samastipur District Central 2008-09 14.70 

Muzaffarpur Cooperative Bank Ltd., 
Samastipur 

414 125-IT Punjab Pr. CIT (C), Ankush Singla 2013-14 29.93 

Ludhiana 

415 132-IT Assam PCIT-Shillong Tapesh Chandra Debnath 2012-13 40.26 

Administration of tax concession/exemption deduction-Irregularities in allowing depreciation/business 

loss/capital loss 

416 1-IT Rajasthan Jaipur-3 Central Cooperat ive Bank Ltd. 2013-14 60.23 

417 30-IT Rajasthan Ajmer The Ajmer Urban Cooperative 2009-10 40.18 
Bank Ltd. 

418 31-IT Jharkhand Jamshedpur Shadab Khan 2011-12 22.94 

419 57-IT Rajasthan CIT-Alwar Narendra Kumar Modi 2013-14 13.27 

420 60-IT Kera la Pr. CIT, Thrissur Kodungallu r Town Cooperative 2012-13 518.09 
Bank Ltd. No. 102 

421 82-IT Maharashtra Pr. CIT-19, Mumbai Om Anand Exports 2011-12 102.34 
422 95-IT Odisha Pr. CIT, Cuttack M/s Guru Maharaj Construction 2012-13 53.20 

423 101-IT Bihar Pr. CIT-Bhagalpur The Khagaria District Central 2012-13 168.92 
Cooperative Bank Ltd. 

424 120-IT Bihar Pr. CIT-Bhaga lpu r The Purnea District Centra l 2009-10; 1461.73 
Cooperative Bank Ltd. Purnea 2010-11 

Income escaping assessments due to omissions-Incorrect classification and computation of capital gains 
425 16-IT Rajasthan Jaipur-2 Rahul Kapur 2012-13 41.06 
426 74-IT Gujara t Pr. CIT-Central, Shri Bharat D Patel 2011-12 155.49 

Baroda 
427 127-IT Haryana Pr. CIT (Central), Sadhna Aggarwal 2014-15 

Gurgaon 
Income escaping assessments due to omissions-Incorrect computation of Income 

428 20-IT West Bengal PCIT Centra l-2 Ka nika Maity 2012-13 
429 21-IT West Bengal Pr. CIT Central-2 Anukul Maiti 2012-13 
430 62-IT Maharashtra Pr. CIT-3, Pune Sh riram Jawahar Shetkari 2011-12 

Sahakari Sakhar Udyog 
431 75-IT Gujarat Pr. CIT-II, Ra"kot Girishbhai R Tant i 2011-12 
432 88-IT Maharashtra CIT Ex Mumbai Mumbai Cricket Association 2011-12 
Income escaping assessments due to omissions-Omissions in implementing provisions of TDS/TCS 

17.20 

113.92 
101.92 
335.02 

702.66 
104.48 

433 68-IT Jharkhand Patna Vijay Prasad 2012-13 39.59 

434 69-IT Bihar 

435 86-IT Jharkhand 

Pr. CIT-II, Patna 

Patna 

M/s Nandlal and Company, 
Patna 

Sachidanand Prasad 

Income escaping assessments due to omissions-Non/short levy of Wealth Tax 

436 1-WT Karnataka POT-Central, K. Nagesh Reddy 
Bengaluru 

437 

438 

2-WT West Bengal 

3-WT West Bengal 

Pr. CIT-11, Kolkata Rishi Jain 

Pr. CIT Central-1, Subhash Kumar Agarwala 
Kolkata 
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2009-10; 
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2013-14 
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118.95 

84.90 

24.80 

2.33 
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439 4-WT West Bengal Pr. CIT Central-1, K. Kalpana Industries India Ltd. 2009-10; 5.29 
Kolkata 2010-11; 

2011-12; 
2012-13 

440 5-WT West Bengal Pr. CIT Central-1, Rita Agarwal 2013-14 2.08 
Kolkata 

441 6-WT West Bengal Pr. CIT-5, Kolkata Sarif Hossain 2013-14 9.74 
Over-charge of tax/Interest-Over-charge of tax/interest 

442 6-IT Uttar Pradesh CIT Central, Hind Charitable Trust 2010-11; 418.80 
Lucknow 2012-13; 

2013-14 
443 9-IT Delhi CIT (Central)-2 Devashish Apparels 2013-14 25.66 

444 23-IT Madhya Pr. CIT (Central), M/s Signature Infrastructure 2014-15 90.01 

Pradesh Bhopal 
445 43-IT Delhi Pr. CIT-5 Lalit Modi 2013-14 30.58 

446 45-IT Madhya Pr. CIT (Central), Nitin Agrawal 2014-15 180.44 

Pradesh Bhopal 
447 113-IT Uttar Pradesh Pr. CIT-Exemption, Allahabad Development 2012-13 104.41 

Lucknow Authority 

448 114-IT Delhi Pr. CIT-1 Dharambir Singh 2008-09 46.74 

449 116-IT Delhi CIT (Intl. Taxn.)-2 Karamjit S Jaiswal 2006-07; 227.92 
2007-08 

450 117-IT Delhi Pr. CIT-11 RakeshJanghu 2013-14 157.50 

451 121-IT Uttar Pradesh Pr. CIT Lucknow Development Authority 2013-14 90.72 

(Exemptions), 
Lucknow 

452 122-IT Uttar Pradesh Pr. CIT Moradabad Development 2013-14 69.72 

(Exemptions), Authority 
Lucknow 

453 123-IT Uttar Pradesh Pr. CIT UP Awas Evam Vikas Parishad 2014-15 33.33 

(Exemptions), 
Lucknow 

454 124-IT Uttar Pradesh Pr. CIT UP Forest Corporation 2012-13 26.09 

(Exemptions), 
Lucknow 

455 42-IT Delhi Pr. CIT-V Surender Modi 2013-14 22.52 

456 97-IT Andhra Pradesh Pr. CIT-Central, Leena Prasada Rao 2013-14 541.79 

& Telangana Hyderabad 

457 104-IT Tamil Nadu CIT, Central-2, Aravind Nandagopal 2012-13 60.30 

Chennai 
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Appendix 2.4 {Reference: Paragraph 2.4.4} 

Category wise details of observations in respect of Draft Paragraphs sent to Ministry 

Sub category Cases Tax Effect 

(~ in crore) 

A. Quality of assessments 168 843.66 

a. Arithmetical errors in computation of income and tax 62 385.93 

b. Incorrect application of rate of tax, surcharge etc. 17 48.42 

c. Non/short levy of interest/penalty for delay in 77 287.58 
submission of returns, delay in payment of tax etc. 

d. Excess or irregular refunds/interest on refunds 6 50.35 

e. Mistake in assessment while giving effect to appellate 6 71.38 
orders 

B. Administration of tax concessions/exemptions/deductions 185 1,867.41 

a. Irregular exemptions/deductions/reliefs given to 19 166.45 
Corporate 

b. Irregular exemptions/deductions/reliefs given to Trusts/ 9 17.92 
Firms/Societies 

c. Irregular exemptions/deductions/reliefs given to 7 4.17 
individuals 

d. Incorrect allowance of Business Expenditure 
.. 

60 510.36 

e. Irregularities in allowing depreciation/business losses/ 90 1,168.51 
Capital losses 

C. Income escaping assessment due to omissions 48 1,008.44 

a. Under special provisions including MAT/Tonnage Tax etc. 1 2.06 
b. Incorrect classification and Computation of Capital Gains 7 9.74 

c. Incorrect Computation of Income 19 150.29 

d. Omission in implementing provisions of TDS/TCS 3 2.43 

e. Non/short levy of wealth tax 6 0.46 

f. Unexplained investment/ cash credit 4 799.78 

g. Incorrect estimation of Arm's Length Price 8 43.68 

D. Others 56 467.34 

Over charge of tax/interest 56 467.34 

Total 457 4,186.85 
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Appendix 2.5 (Reference: Paragraph 2.6.2) 

Cases where remedial action has become time barred in FY 2016-17 

State Audit observations where remedial 

action became time barred 

Cases Tax effect(~ in crore) 

Andhra Pradesh 354 313.37 

Assam 0 0.00 

Bihar 91 4 .02 

Chhattisgarh 31 3.01 

Delhi 4 0.24 

Goa 0 0.00 

Gujarat 147 138.35 

Haryana 162 42.68 

Himachal Pradesh 40 5 .48 

Jammu & Kashmir 25 12.21 

Jharkhand 11 0 .81 

Karnataka 42 32.52 

Kera la 0 0.00 

Madhya Pradesh 84 26.09 

Maharashtra 410 418.94 

Odisha 171 102.96 

Punjab 64 12.62 

Rajasthan 52 14.57 

Tamil Nadu 426 418.27 

UT Chandigarh 13 1.55 

Uttarakhand 7 1.06 

Uttar Pradesh 109 89.06 

West Benga l 0 0.00 

Tot al 2,243 1,637.81 
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Appendix 2.6 (Reference Paragraph 2.7 .2) 

Details of non-production of records during FY 2014-15 to FY 2016-17 

Records Records Percentage Percentage Percentage 
requisitioned not of records of records of records 

States 
in FY 2016-17 produced not not not 

in produced produced in produced 
FY 2016- in FY 2015-16 in 
17 FY 2016-17 FY 2014-15 

Andhra Pradesh 23,194 1,182 5.10 N.A 10.43 

Assam 7,020 2 0.03 0.36 1.21 

Bihar 2,372 196 8 .26 14.05 13.42 

Chhattisgarh 2,682 30 1.12 0.00 26.84 

Delhi 41,347 7,691 18.60 23.20 24.81 

Goa 915 55 6.01 2.79 0.39 

Gujarat 25,900 1,073 4.14 2.71 6.43 

Haryana 6,662 57 0.86 7.87 7.64 

Himachal Pradesh 638 0 0 .00 17.75 11.03 

Jammu & Kashmir 1,851 3 0.16 1.39 16.01 

Jharkhand 3,374 49 1.45 5.37 12.09 -
Karnataka 14,813 1,051 7.10 7.31 9.56 

Kera la 9,287 289 3.11 11.36 11.76 

Madhya Pradesh 12,186 1,688 13.85 17.56 20.06 

Maharashtra 61,767 4,198 6.80 6.74 5.79 

Odisha 3,995 377 9.44 29.36 9.78 

Punjab 4,912 6 0 .12 15.49 15.10 

Rajasthan 15,841 1,261 7.96 6.38 8.75 

Tamil Nadu 28,725 4,649 16.18 13.16 25.03 

UT Chandigarh 2,260 68 3.01 45.90 41.49 

Uttarakhand 1,736 11 0.63 21.35 0.69 

Uttar Pradesh 24,799 861 3.47 4.86 3.11 

West Bengal 27,256 2,026 7.43 5.30 7.01 

Total 3,23,532 26,823 8.29 10.74 12.02 

126 



• -

-

ACIT 

Act 

AE 

ALP 

AO 
~~~~~~~~ 

AIR 

AV 

CASS 

CBDT 

CCIT 

CIT 

CIT(A) 
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Abbreviations 

Assistant Commissioner of Income Tax 

Income Tax Act , 1961 

Associated Enterprises 

Arm's Length Price 

Assessing Officer 

Annual Information Return 

Assessment Vear 

Computer Assisted Scurt iny Selection 

Central Board of Direct Taxes 

Chief Commissioner of Income Tax 

Commissioner of Income Tax 

Commissioner of Income Tax (Appeals) 

Cost Plus Method CPM 

cso 
~~~~~~~~ 

CT 

CUP 

DGIT (Systems) 

DOR 

DRP 

DT 

FY 

GDP 

GTR 

HTM 

IT 

ITAT 

ITBA 

ITD 

ITO 

ITR/Return 

JCIT 

PAC 

PAN 

Pr. CCA 

Pr. CCIT 

MAM 

MAT 

MOP 

NJRS 

NMS 

OERC 

ROC 

Rules 

TCS 

TDS 

TP 

TPO 

TRO 

TNMM 

Central Statistical Office 

Corporation Tax 

Comparable Uncont rol led Price 

Director General of Income Tax (Systems) 

Department of Revenue 

Dispute Resolution Panel 

Direct Taxes 

Financial Vear 

Gross Domestic Product 

Gross Tax Receipts 

Held to Maturity 

Income Tax 

Income Tax Appellate Tribunal 

Income Tax Business Application 

Income Tax Department 

Income Tax Officer 

Income Tax Return 

Joint Commissioner of Income Tax 

Public Accounts Committee 

Permanent Account Number 

Principal Chief Controller and Accounts 

Principal Chief Commissioner of Income Tax 

Most Appropriate Method 

Minimum Alternate Tax 

Manual of Office Procedu re 

National Judicial Reference System 

Non-filers Monitoring System 

Odisha Electricity Re ulartary Commission 

Registrar of Compan ies 

Income Tax Rules, 1962 

Tax Collected at Source 

Tax Deducted at Source 

Transfer Pricing 

Transfer Pricing Officer 

Tax Recovery Officer 

Transaction Net Margin Method 
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