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CHAPTER- II

HISTORICAL BACKGROUND NEED & SIGNIFICANCE OF 
AREAL AND APELLET'S FORUM.

INTRODUCTION :

The present chapter deals with historical backoround. The 

tax laws were introduced in the country by the British rule. The . 

tax system was established by the rules for the whole country for 

the first time. The tax laws wer 1® developed gradually step by 
step with introduction of Licence tax, certificate tax and others

This develooment Continued at the same oace. With the prowth and 

development,a considerable enlaroement of total tax structure was 

obvious. It encompassed larcje grouping of tax paver and tax 

collectror namely Tax Authority of Govt, of India. Disputes were 

bound to be cropped up. For the settlement of these disputes. The 

Central Board of Direct Taxes was established Constitutionally to 

provide for deciding appeals from agrieved parties. The agrieves 
not faeines Satisfied with decisions of the Central Board can have 

an exeeess to the Supreme Court.
2.1 HISTORICAL REVIEW :

The Direct Tax Laws are concerned with taxation of Income, 

wealth, gift and expenditure. The area of taxation is vast and it



provides rich potential for mobilising revenues. Before oroceed- 

inq to the subject it would be relevant to review the historical 

background of one such direct Law that is the Tax on Income.

The qrowth and development of Income Tax as a measure of 

direct taxation in India can be dealt broadly under six heads s

1) Creation of charoe.

2) Procedure for assessment.
3) Administration.

4) Super-tax.
5) Rates of Income-tax and Suoer-tax and lastly.
6) Returns to the Treasury.

CREATION OF CHARGE :

?he first Income-tax Act in India was introduced in I860 

under the stress of financial difficulties consequent on the 

Hutinv of 1857 and if was enacted to be in force for a. period of 

five years. Section CCXLIX ran that it shall take effect from the 

31st day of July 1860, and shall continue in force until 1st day 

of Au.qu.st 1865 and nolonoer. It was framed on the lines of the
United Kingdom Income-tax Act, 5 6 Vic 1842 Source of



income were enumerated under Shedules topether with Rules under 

each Schedule. The Duties were charged under each comoartment at 

low percentages of the income. The concept of the aggregate 

income from ail source was not material, except for determining 

the minimum taxable limit. The taxes could be compounded during 
the first, second or third year after the commencement of the Act 

for a period of five, four or three years respectively. Agricul

tural income from lands above a rental value of Rs, 600 per annum 

was included into tax. This Act lapsed, as aforesaid, in 1865.

The tax was revived in 1867 in the form of a "license tax" 
on trade and professions on tne basis of annual income. Govern
ment servants were not required to take out a license, but tax 

was deducted from their salaries. This technique of licensing was 

scooted for simplifying the tax levy, since difficulty was ex

perienced in finding the reauisite machinarv to work the compli

cated Shedules of the Act of 1860, based upon the complicated 

English system. In 1868, the Legislature introduced what was 

known as "Certificate Tax", which was not materially different 
from the "license tax" of the previous year. A celling was fixed 

to the amnount of the license tax or the certificate tax. Aori 

cultures! income was excluded from the "license tax" as well as 

from the "Certificate Tax"'.
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In 1868, the certificate tax was converted into a General 

income-tax. Agricultural income was again brought under taxation. 

This Act was in force for one year and during the next four 

years, annual legislation was resorted to for levy' of tax. The 

imorovement in the financial situation by 1873 saw the abolition 

of income fax in that vear.

The Great famine of 1876-78 brought about the revival of 

direct taxation by the Act of 1877. On this occasion, it took the 

form of a license tax on the trader, combined with a cess on 

land, raised for the purpose of forming a famine fund from both 
these sources. This was a period when adaptation of the tax laws 
to suit local condition was considered necessary, and hence Local 

Acts were introduced in Benoal, Madrs and Bombay, alongside of 

Central Act for the N.W.F.P, and the Punjab. In 1880, the vari

ous Local Acts were amended so as to do awav with the divergence 

in the exemption limits prevailing in the orovience. These Acts 
continued with amendments till 1886. Between 1880 and 1886. there 

were as many as twenty-three tax enactments.

Acts II of 1886 was the first important landmark: in the 

history of Income-tax in our country. This Act of 1886 was a 

great improvement on its predecessors. Its basic scheme, has by 

and large, endured to the present day. It introduced a definition



of “Aoricu 1tural Income" in almost the form in which it stands

to--day and the e;i amotion it granted in r e s d e ct of aq r icu 1 tu.ral

in-come has continued to be a feature of al 1 di reel; taxations

since. This Act also contained an exemption in respect of oayment 

for life insurance oermimum, subject to a limit of one-sixth of 

the income similar to the exemption prevailinq to-dav. It allowed 

compoundino of taxes for a period of years, a iegacv which is 

inherited from the past. It contained no detail provision for 

the computation of income as now, and it left to the Governor- 
Gene ra I— In—Cone i 1 the power to makes rules for the ouross.

Under its -scheme, the appreciate of income from tne various 

sources was not a material concept, except for the determination 

of fehe of the minimum taxable limit, "he sources or income ana 

the rate of taxation at stated pies per rupee under each compart

ment were enumerated in a schedule to the Act. The said schedule 

was reolacesd in 1916. by a new schedule providing for enhanced 

rates of taxtation by gradation. The Act of 1836. stood inforce 

for 32 vears fill 1918.
The year 1918. was the second land marl: in the n istory of

tn? Indian Taxt 3. 'C 1 on . Al t < vi1) of 19 10. was inf raduc ed recasting

the entire tax — 1 aw Th i s Act was di-si red - infer alia to remedy

rgri;ain in ec.ua 1 i •»i *-• i. 0 *5 in tne a s s e s s m e n f of i ndud a 1 T a x oavers



under the 1986 Act,introducing graduated rates. It also aimed at 

defining more precisely the method for calculating income and 

profits of various categories, absence of provisions concerning 

which lead to diversity in the assesssing standards of the dif

ferent provinsions. The act introduces, for the first time, the 

scheme of aggregating income from all sources for the purpose of 

determining the rate. The tax levy was imposed in respect of the 
taxable income of the vear of assessment, unlike on the income of 

the previous year, as obtained, generally, under the earlier 

Acts. The assessment was enumerated under six heads ; (i> sala

ries, (ii) interest on Securities. < i i i > income derived from 
house property, (iv > income derived from business, (v> income 
from derived, from other sources.The Act applied to all income 

"from whatever source it is derived if it accrues or arises or is 

received in British India or is, under the provisions of Act, 

deemed to accrue or arise or to os received in British India". A 

Schedule to the Act fixed the rates, varying from 4 pies in the 
rupee on the lower income ranges, to 12 pies in the rupee in the 

hioher income ranges.

1^e Income-tax law came up

Income Tax Committee 1921. As a 
mendations. Act No. ;<i of 1922,

for revision before the Ail-Incia 

result of the committee's recam- 

come into being. Its importance



lies, in the fact that the administration of the Income-taw 
hitherto carried on by the provincial concernments came hence to

be vested in the central Governnment. Later, the Amending Act VII 
af 1<?39 brought considerable and far-reaching changes into the

Act of 1922. Between 1922 and 1939, there were as many as twenty— 
Amending Acts.

It will be convenient to notice the 1939 and later legisla

tions in a separated paragraph. Confining, for the moment, to tne 

law between 1922 and 1939. The Act of 1922. like the 1918 Act. 

applied to all incomes “accruing, or arising, or received in 

British India" or deemed so to accrue, arise or be recived. It 

marked an important change from the 1918 Act, namely by estab

lishing the charge in the year of assessment on the income of the 

"previous year", instead of adopting tne previous year's 

income merely as a measure of the income of the year of assess

ment. It incorporated on its orovissions the Super-tan, which

till then was be inq ass e s s e d •:3. s a separate tax first. by the

bud e r T a x Act h 0 *; t7 i. / , and later by the Super- T ~t 1 .• 4- 1
f a i\ h 920 made

d soar t: u. r 0 b v abandon inq the s ■■/stem of speci f ying the rates of

taxation in its own schedules. It left the rates to be enuciated 

by rhe annual Finance Acts, a feature which survives to the 

present day. It exempted from tax any sum received by a member of 

Hindu undivided family -from out of the income of the family. It



enabled lass under one head of income to be set off against 

profit under any other head, so that the tax was chargeable only 

on the net income It imposed on a successor to a business, li 

ability to tax as though he himself had carried on the business 

through the perious year. On the ether hand, it granted relief m 

respect of a business which had been assessed under the 1918 Act.

The Act VII of 1838 gave legal shape to the recommendations 

of an expert Income-tax Commette appointed in 1935. It marked a 

departure from the past, by bringing to charge the foreign income 

of "residents" in British India, wherever accurinq or arising, 

notwithstanding that such income was not remitted into British 

India. In consequence, it had to introduce detailed provisions 

describing the circumstances in which the various units of taxa

tion were to be regarded as "resident"gn in this country. It also 

created an intermediate class of assessees between "residents" 
and "non-residents", styled "resident but not ordinarily resi

dent", the burden on whom is substantially less than on one who 
is "ordinarily resident". In respect of computation of income of 

an insurance business it enacted provisions in a schedule to the 
Act in place of Rules which had been separately framed under the 

Act before, it introduced provisions to check tax avoidance 
through the medium of : 

i> Settlements and trusts,

ii/Receipt of income in the form of capital mainly through the



agency of private companies. (e.g. bonus shares, debentures, 
surplus after liquidation of the company).

iii) Transfers of assets to a non-resident.

iv> Sal es—cu.m—d i v idend and

v) Bond-washing etc.

It granted to a business, for the first time, relief by wav 

of carry forward of loss for a period of six years.
Tne drastic changes of 1939 did not bring about any lull in

the Income-tax reform. Changes in the law became more or less an 

annual feature since. Between 1931? and 1956, as many as 29

Amendment Acts were passed by the Legislature, each of these 
amending nets intoducing several amendments, some of them being

of far-reaching importance. These amendments, were too often 

framed without sufficient regard to the basic scheme upon which 

the Act originally rested. The amendments made in a frenzy of 

hurry were inaccurate in language and introduced a degree of 

abscurity, which made the working of the Act different for prac

titioners and Courts.

In 1947 the Taxation of Income (Investigation Commession > 

ct, 1947, was passsed and it came into effect f^i'am 1st Hay 1947

The preamble of the said Act stated.

"Whereas it is expedient, for tne purpose of ascertaining 

whether the actual incidence of taxation on income is and has 

been in recent years in accordance with the provisions of law,
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and the extent to which the existing law and orocedure for the 

assessment and recovery of such taxation is adequate to prevent 

the evasion therfors, and to make provision for an investigation 

to he made into such matters.

The two tasks (i) of investigating into certain specific 

cases of tax evasion, and <ii> of reporting on the law then 

existing, were entrusted to the said Commission. The Commission's 

recommendations found place in the Income-tax (Amendment) Act, 
1953 (25 of 1953), effective from 1st Aprial 1952.

Then followed in 1953 the Taxation Enquiry Commission under 

the leadership of Dr. Jhon Mathai with wide terms of references. 

The commission's findings were given effect to form time to time, 

beginning with the Finance Act of 1955.

The Sovernement, in consequence, referred the Act to the Law 
Commission in the year 1956 in order to recast the Act on logical 
lines and to make it intelligible and simple, without at the same 

time affecting the basic tax structure. The Law commession after 
two years of labour sent up an admirable draft to the Bovernemr.t 
of the 26th of September, 1958. Meantime the Direct Taxes admin
istration Enquiry Commettee headed by Shri Mahavir Tyagi had been 

appointed by the Government to consider measure designed to 
minimise the convenience to assessees and to prevent evasion of
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income-tax. This committee sent up its Reoart to the Government 

on the 30th of November 1959. The Government in its Ministry of 

Law and its Ministry of Finance considered the recommendations of 

the Law Commission and also of the Direct Taxes Administration 

Enquiry Committee and evolved a bill which was submitted to the 

L.ok Sabha on the 24th Aoril 1961. The discussions in the Lok 

Sabha lasted from the 27th April to the 1st May and the Bill was 

referred to a Select Committee on 1st May, 1961. The Select 

Commatte sat on the Bill from 4th May, 1961, up to 7th Au.qu.st 

1961. and its Report was presented to the Lok Sabha on 10th

August, 1961. After important changes introduced by the Finance 
Minister, the Bill passed through both the Houses of the parlia
ment and received the assent of the President on 13th September, 

1961. On every aspect of the subject of income-tax, right from 

the filling of a return up to the date of collection of tax, this 

Act has made considerable changes and departures from the pre 

1961 legislations.
After the passing of the Income-tax Act, 1961 (43 of 1961)

Ligislation has not remained stationary Changes, substantive and 
procedural, galore have been made by the Acts to meet the chal- 

lenoes from different Quarters and to answer the developing needs 
of the nation. This list is exhaustive and therefore not enumer

ated here.



2.2 NEED FOR AN APPELLETE FORUM :

The legislation for taxation in each case provides for the 

settlement of disputes between the tax payers and the tax collec

tor. The enactment for income, wealth, qift or expenditure may be 

ambitious arbitary or adhoc and at the sometime may provide for 

precise interpret ion or clarification or a justification or 

otherwise for an issue at conflict. There are number of areas 

where the dispute may arise between the fax payers and tax col

lector .

2.3 THE PROVISION REGARDING APPEAL :

The tax Law's provide for separate chapter for appellate 
matters. The reiavent provisions are as under, 

a) INCOME TAX ACT 1961 CHAPTER XX 

APPEALS AND REVISION 

246 Appealieble orders

1) Subject to the provisions of sub-section(25, any assessee 

aggrieved by any of the following orders of an Assessing Officer 
(other than the Deputy Commissioner) may appeal to the Deputy 

Commissione r (Appeals) against such orde r.

a) an order against the assessee. where the assessee denies his 

liability to be assessed under this Act, or an intimation under



sub-sect ion(1> or sub-section (IB) of section 143, where the

assesses objects to the making of adjustments or any order of 

assessment under sub-sect ion<3) of section 143 or section 144, 

wnere the assessee objects to the amount of income assessed, or 

to the amount of tax determined, or to the amoundsf of loss comput

ed . or to the status unde which he is assessed.

b) an order of assessment reassessment or recomputation under 
section 147 or section 150.

c) an order KLsection 154 or section 155 having the effect of 
enhancing the assessment or reducing a refund ic r an order refus

ing to allow the cl?co im made by the assessee under either of the 

said sections:
d> an order made under section 163 treating the assessee as the 

agent of a non-resident;
e) an order under sub—section(2) or sub-sectionio) of section 

170;
f> an order under section 171;

Q ) any order gh;l ause (b ) of sub-section (1 ) or under sub-sect ion (2 ) 

or sub-section(5) of section 135 in respect of any assessment for 

the assessment year commencing on or before the 1st day of April 

1992.
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h> an order cancelling the registration of a firm under sub

section Cl) or under sub-sect ion(2> of section 186, in respect of 

any assessment for the assessment year commecing on or before the 

1st day of April 1892. 

i) an order under section 201;
' an or<^er '-’hder section 216 in respect of any assessment for 

the assessment year commencing of the 1st day of April 1888 or 

any earlier assessment year:

k) an order under section 237;

l) an order imposing a penalty under — 

i) section 221 or
ii> section 271, section 271A section 27IB section272A, section 

272AA or section 272BB.

iii) Erection 272, section 272B or section 273, as they stood 

immediately before the 1st day of April, 1988 in respect of any 

assessment for the assessment year commencing on the 1st day of 

April 1888 or any earlier assessment years.

2) No t withstandin g any•th inq contained in sub-sect ion Cl), any

assesses aggrieved by any of the following orders (whether made

before or after the appointed day) may appeal to the commissioner 

(Appeals) against such order -



a) an intimation or order specified in sub-section

i) were such intimation is sent or such order is made by the 

Deputy Commissioner in sKcercise of the powers or functions 

conferred on or assigned to him under section 120 or section 124,

b) an order specified in cluses (a) to (a) (both inclusive) and 

clauses (1) to (1) both inclusive of sub-section(1> or an order 

under section 104. as it stood immidiately before the 1st day of 

Apriai 1988 in respect of any assessment for the assessment year 

commencing on the 1st day of April 1987 or any earlier assessment 

year made against the assessment, being a company.

c> an order of assessment made after the 30th day of September 
1984, on the basic of the directions issued by the Deputy Commes- 

sioner under section 144A.

d > an order made by the Deouty Commissioner under section 154.

8 ) •an o rd e r imp o =:> i n q a p an a 11 y under section 271B or section

27 IBB.
36) an order made by a Deputy Commissioner imposing a penalty-

under section 271c, section 27ID or section 271E.
f) an order made bv a Deputy Commissioner or a Deputy Director

imposing a panelty under section 272A.
ff> an order made by a Deputy Commissioner imposing a panalty 

under section 272AA.



g) an. order imposing a panaity under chapter XXI by the Income- 

tax Office or the Assistant Commissioner, where such panaity has 

beer, imposed with the previous approval of the Deputy Commission

er under sub-section(2) of section 274.

h) an order made by an Assessing Officer (other than Deputy 

Commissioner) under the provision of this Act in the case of such 

person or classes of persons as the Board may, having regard to 

the nature of the cases, the complexities .involves and other 

relevant consideration, direct.

3) Notwithstandino anything contained in sub-section<1) the Board 
or the Director General or the Chief Commissioner or Commissioner 

if so authorised by the Board, may by order in writing, transfer 

any appeal which is pending oefore a Deputy Commissioner (ap

peals) and any matter arising out of or connected with such 

appeal and which is so pending to the Commissioner (Appeal) if 

the Board or, as the case may be, the Director General or Chief 

Commission or Commissioner (at the reouest of the appellant or 

otherwise) is satisfied that it is necessary or expendient so to 

da having reoarb to the nature of the case, the complexities 

involves an order reieavent considerations and the Commissioner 

(Appeal) may proceed with such appeal or matter, from the stage 

at which it was before it was so transferred



Provided that he appellant may demand that before proceeding 

further with the appeal or matter, the previous proceeding or any 

part therof be re-opened or that ne be re-hearted.

Explanation : For the purposes of this sections,

a) ‘'appointed day “ means the lOtn day of July, 1978, being the 

day appointed under section 39 of the Finance (No.2) Act 1977 (29 

of 1977).

"C!+. =!4-us" meang the cateaory under which the assesses is as

sessed as “individua! 'Hindu, undivided family" and so on,

’48. APPEAL BY PERSON DENYINS LIABILITY TO DEDUCT TAX

Any person having in accordance with the provisions of 

sections 195 and 200 deducted and paid tax in respect of any sum 

chargab1e under this Act, other than interest, who denies his 

liability to make such deduction, mayappeai to the Deputy Commis

sion (Appeal) or, as the case may to the Commissioner (Appeal) 

to be declared not liable to make such dudection.

249 FORM OF APPEAL AND LIMITATION :

1) Every appeal under this Chapter shall be in the prescribed

from and shall be verified in the prescribed manner



The appeal shall be presented within thirty day or the fallow--

ina date, tnat is to say.

a) Where the appeal relates to any tax deduected under sub

section <1) of section 195, the cate of payment of the tax, or.

□ ) wnere the appeal relates to any assessment or oanairv, the 

cate or service of the notice of tne notice of demand relating to 

the assessment or panaltv.

Provided that, where an application has been made under 

section 146 for reopening an assessment, the period from the date 

on wnich the application is made to the date on which the order 

passed on the application is served on the assesses shall be 

excluded or

c) in any other case, tne date on wnich intimation of the orde

sough t to be appeal to be appeal against is served.

3) The Deputy Comm 1'aSi on e r (Appeals) or, as the case mav be. tne

Commission e r (appeals) may aomit an appeal after the e kdirat ion

of the said period if he is satisfied that the aop1lant had 

sufficient cause for not presenting it within that period.

4) No apeal under this Chapter snail be admitted, unless at the 

time of filling of the appeal.
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250 PROCEDURE IN APPEAL

I) The Deoutv Commissioner (ADoeals) or, as the case may be, the 
Commissioner (Appeals) shall fi:< a day and place for the hearing 
of the appeal, and shall give notice of the same to the aopllant 
and to the (Assessing) Officer against whose order the appeal is 
preferred.

2)The following shall have the right to be heard at the hearing 
of the appeal —



a) the appellant, either in person or b an authorised representa- 
t i v e :

b> the (Assessino) Officer, eiher in person or by a representa

tive.

3; The Deputy Commissioner (Appeals) or as the case may be the 

Commissioner (Appeals) shall have the power to adjorned the 

heari.no of the appeal from time to time.

4) The Deputy Commissioner (Appeals) or. as the case may be. the 
Commissioner (Appeal) may, before disposing of any appeal, make 
such further inau.iry as he thinks fit, or man direct the Assess- 

inp Officer to make further inquiry and report the result of the 

same to the Deputy Commissioner (Appeals) or, as the case be, the 

Commission e r (Ad Deals).

5) The Deputy Commissioner (Appeals) or, as the case may be, the 

Commissioner (Appeals) may at the hearing of an appeal, allow the 

appellant to go into any ground of appeal not specified in the 

ground of appeal, if the Deputy Gommissoner (Appeal or. as the 
case may be, the Commissioner (Appeals) is satisfied that the 

omission of the ground from the form of appeal was not wilful or 

unreasonable.
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6) The order of the Deputy Commissioner (Anneals) or. as the case 

may be the Commissioner (Appeals) disposing of the aoceal shall 

be in writing and shall state the points for determination, the 

decision thereon and the reason for the decision.

7) On the disposal of the appeal, the Deputy Commissioner 

(Appeals'? or, as the case may be, the commissioner (Appeals) 

shall communicate the order passed by him to the assesses and to 

chief commissioner or commissioner.

POWERS OF THE DEPUTY COMM 

MAY BE. THE COMMISSIONER 

In disoosing of an appeal

ISSONER (APPEALS) OR, AS 
(AP PEAL)
, the Deputy commissione

THE CAS

(Appeal>

shall have the following powers—

(a) In an appeal against an order of assessment, he may confirm, 

reduce, enhance or annul the assessment; or he may set aside the 

assessment and refer the case back to the (Assessing) Officer for 

makinc: a fresh assessment in accordsance with the directions 

given by the Deputy commissioner (Appeals or, as the case may be, 

the commissioner (Appeals) and after making such furtner inquiry 

as may be necessary, and the (assessing) Officer shall thereupon 

proceed to make such fresh assessment and determine, wnere neces-



sary, the amount of tax payable on the basis of such fresh as

sessment ;

(b) In an appeal against an order imposing a penalty, he may 

confirm or cancel such order or very it so as either to enhance 

or to reduce the Density;

(c) In any other case, he may pass such orders in the appeal a 

he thinks fit.

2) The (Deoutv commissioner (Appeals) or.as the case may be, 

the commissioner (Appeals) shall not enhance an assessment or a
penalty or reduce the amount of refund unless the appellant has 
had a reasonable opportunity of showing cause against such en
hancement or reduction.

Explanation - In disposing of an appeal, the Deputy commis 

sioner (Appeals) or, as the case may be, the commissioner (Ap

peals) mav consider and decide any matter arising out of the 

proceeding in which the oraer appealed against was passed, not

withstanding that such matter was not raised before the Deputy 

commissioner (Appeals) or, as the case may be, tne commissioner 
(Appeals; by the appellant.

B — Appeals to the Appellate Tribunal
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252. APPELLATE TRIBUNAL

1) The central Government shall constitute an Appellate Tribun

al consisting of as many judicial and accountant members as it 

thinks fit to exsricise the oowers and discharge the functions 

conferred on the Aooellate Tribunal by this Act.

2) A iuidicial member shall be a person who has for at least 

ten years held a judicial office in the territory of India or who 

has been a membe-’ of the central Legal Service and has held a 

oast in Grade I of that Service or any equivalent or higher oast 

for for at least ten years.

Explanation — For the purposes of this sub-section, - 
i> In computing the period during which a person has held

judicial office in the territory of India, there shall be includ

ed anv period, after he has any judicial office, during which the 

person has been an advocate or has held the office of a member of 

a Tribunal or any post, under the Union or a State, reouirino 

special knowledge of law:
ii> In computing the period during which a person has been an 

advocate, there shall be included any peroid during which the 
person has neld judicial office or the office or the office of a 

member of a Tribunal or any post, under the Union or a state, 

reauiring special knowledge of law after he became an advocate.
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2-A An accountant member shall be a oerson who has for at least 

ten -/ears been in the practice of accountancy as a chartered 

accountant under the chartered Accountants Act, 1949 38 of 1949), 

or as a registered accountant under any law formerly in force or 

partly as a registered accountant and partly as a chartered 

accountant,or who has been a member of the Indian Income-tax 

service, Group A, and has held the post of commissioner of In

come-tax equivalent or higher cost for at least three years.)

3) The Central Government may appoint one or more members of 
the Appellate Tribunal to be the president thereof.

4) The central Government may appoint one or more members or 

the Appellate Tribunal to be the Vice—PresiPent or. as the case 

may be, Vice-Presidents thereof.)
4. A) The central Government may appoint one of the Vice- 

Presidents of the Appellate Tribunal to be the Senior Vice- 

President thereof.)
5) The senior Vice-president or a vice-president shall excerise 

such of the powers and Perform such of the functions of the 

president as may be delegated to him bv the president by a. 

general or special order in writing.



08 7

253. ft APPEALS TO THE APPELLATE TRIBUNAL
Anv assesses aggrieved by any of the following orders :

a Deputy Commissioner Appeals or, as 
(Appeals -'section 154 section 250. 
section 272A: or

a) An order passed by 
the case be, a commissioner 
section 271,section 271 A or

c > An order 
unaer sec11on 272A 
amending his oraer 
chie f commissioner 
sect i on 2:72 ( a >

passed bv a commissioner under section 263 or 
or an order passed- by him under section 154 
under section 263 or an order passed by a 
or a Director General or a Director under

2 ■' h e c: o m m i s s x oner m a v. o f he objects to any order passed

by a Deou. tv commissioner Appeals or-, as the case may be , a com-

missioned Appeals under section 250, direct the Assessing Officer 
to appeal to the Appellate Tribunal against the oraer.

3) Every, appeal under sub —sect ion <1/ or sub-sect ion (2) 
snail be filed within sisity cays of the date or. which the order 
sougnt to oe appealed against is communicated to the assessee or
to the commissioner, as the case may be.
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The Assessing Office or the assesses, as the case may 
be, on receipt of notice that an appeal against the order of the 
deputy commissioner Appeals or, as the case, may be, the commis
sioner Appeals been preferred under sub—section (1) or sub—sec
tion (2) by the other party, may notwithstanding that he maynot 
have appealed against such order or any part thereof.within 
thirty days of the receipt of the notice, file a memorandum of 
cross objections, veryfied in the proscribed manner, against any 
part of the order of the Deputy commissioner Appeals or as the 
case may be the commissioner Appeals and such memorandum shall 
shall be disposed of by the Appellate Trinunal as if it were an 
appeal presented within the rime specified in sub-section(3>

5; The Appellate Tribunal may admit an appeal or permit 
the filing of a memorandum of cross-objections after the exoiry 
of the relevant period referred to in sub.section (3) Or sub
section (4) if it is satisfied that there was sufficient cause 
for not presenting it within that period.

6 > An appeal to the Appellate Tribunal shall be in the 
prescribed form and snail, in the case of an appeal maoe in or 
after the 1st day of June, 1992 irrespective of the datsr of



inflation of tns assessment proceedings relating therto, be 

accompanied by a fee of-

a) Where the total income of the assesses as computed by 

the Assessing Officer in the case to which the case to which the 

appeal relates is one lakh rupees or less, two hundred and fifty 

repees;

b) where the total income of the asessee computed as

aforesaid in the case to which t n e appeal re la t? 8 s is more than

one lakh rupees, one thousand and five hundrd rupees:

P rovidea that no such ree s h a x 1 b e payable in the case of an

appeal referred to in sub-sect IOH'3 referred to i n sub—sec HSion<4).

254. ORDERS OF APPELLATE TRIBUNAL

1) The Appellate Tribunal may, after giving both the parties to 

the appeal an opportunity of being heard, pass such orders there

on as it thinks fit.

2) The Appellate Tribunal may, at any time within four years 

from the date of the order, with a view to rectifying any mistake 

apparent from the record.amend and order passed by it under sub
section (10 and shall make such amendment if the mistake is 

brought to its notice by the assesses or the Assessing Officer;

Provided that an amendment which has the effect of enhancing 

an assessment or reducing as refund or otherwise increasing she
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liability of the assesses, shall not be made under this sub

section unless the Appellate Tribunal has given notice to the 

assessee of its intention to do so and has allowed the assessee a 

reasonable opportunity of being heard.

3) The Appellate Tribunal shall send a copy of any oroers 

passed under this section 256. order passed by the Appellate 

Tribunal on appeal shall be final.

PROCEDURE OF APPEL'lATE PIBUNAL

1) The powers and functions of the.Appe11 ate Tribunal 

SKercised and discharged by Benches constituted by the 

of the Appellate Tribunal from among the members thereo

2) Subject to the provisions contained in sub—section 

Bench shall consist of one judicial member and one a ac

may be 

presiden

f .

. < 3 > a 

countant

f-

membe r.
3) The prsxdent or any other member of the Appellate Tribunal 

authorised in this behalf by the central Government may, sitting

sinciy , dispose of any case wnich h as been all ottad to che bene

of whi ch he is a member and which o e-tains to an assessee whose

t o t a 1 income as computed by the Ass easing tjf f i car in the case

does not exceed one lakh rupees, and the President may.
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• o r t n >3 :ase . consri zut s a soe-

:ial Bench consist int ire? or more members, one of wnom snail

necessarily be a judicial memoer anc one an accountant member.

the members of a Bench m oDimon on a.r

ecioec accord inc to tne opinion of the major i t;

memosrs are eouacv ci viced.

state tne ooxnt or points on which they differ, anc

r p t r r s

. LJ > J. 5 i ci. or heon.no on sucn oomt

r> p> t>\ o 0 r s o t

P H O p P

sident at tne hods,„ate

ooints by one or more of

lounal. and Such coint or 
tne ooinion of tne majority

n a .1 who have ha arc the case

no those wn>

provisions of this Act. the Aooeli

n 3. V e pOil) 8T5 t O'

O Q;ii P r* n:> O T

:s own procedure anc tne oroce- 

;ters arisina out of tne exer- 

i. roe of its functions, indue —

ns oaces at wuci tne nenens;

iDoe i iate ; riDunai sna,. tne purpose o : •“ r\ p rr; * n

*ijnc~ ions . r\ave -=i * ... tr-*? rovers ajnicn &.r€* vsstei ~ n e i n c c m e

12786
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tea:-; authorities referred to in. sections 131, and any proceeding 

within the meaning of sections 193 and 22B and for the puroose of 

section 196 of the Indian Penal Code (45 of i860 ) and the Ap

pellate Tribunal shall be deemed to be a civil court for all the 

purposes of section 195 and cnaoter xxxv of the code of criminal 

Procedure. 1898 <5 of 1898.)

T AT fc.Mt.hiT THE HIGH COURT

1) The assessee or the Commissioner may, within sixty days of

the date upon which he is -served with notice of an order under 
section 254, by appliction in the prescribed form, accompanied

where the application is maae by the assessee toy a fee ot two 

hundred rupees reauirs the Appellate Tribunal to refer to the 

Hioh Court. Any Question of law arising out of such order ana 

subject to the other provisions contained in this section the 

Appellate Tribunal shall, within one hundred and twenty days of 

the receipt of such application, draw up a statement of the case 

of the case and refer it to the High Court Provided that the 

Appellate Tribunal may, if it is satisfied that the applicant was 

prevented bv sufficient cause from presenting the application 

within the period herein before specified, allow it to be pre

sented within a further period not exceeding thirty days.
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2) ' If, an an aoplicantion made under sub-section (I) the Ap

pellate Tribunal refuses to state the case on the case on the

ground that on question of 1 aw arises, the assesses or the com-

missioner, as the case may be , may,within six months f rom the

date on whi ch he is served w i t h notice of such refu1 a1 , apply to

the High Court, and the High Court may if it is not satisfied, 

with the correctness of the decision of the Appellate Tribunal 

reauire the Appellate Tribunal to state the case and to refer it, 

and on receipt of any such reauisitio, and Appellate Tribunal 

shall state the case and refer it accordingly.

3) Where in the exercise of its power under sub-section (2), 

the Appel late Tribunal refuses to state a case which it has seen 

reauired by the assesses to state, the assesses may, within 

thirtv days from the date on which he receives notice of such 

refusal, withdraw his application, and, if he does so, the fee 

□aid shall be refunded.

257. STATEMENT OF CASES TO SUPREME COURT IN CERTAIN CASES

T *f i T , on an app1ic a tion mad e

Tribunal is of the opinion that

unoer section 256 the Appellate 

on account of a conflict in the
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decisions of a conflict in the decisons of High-Courts in respect, 

of any particular question of law, it is expedient that a re- 

ferance should be made direct to the Supreme Court, the Appellate 

Tribunal may draw up a statement of the case and refer it through 

its President direct to the Suoneme Court.

258. POWER OF HIGH COURT OR SUPREME COURT TO REQUIRE STATEMENT TO 

BE AMENDED.

If the High Court or the Supreme Court is not satisfied that 

the statements in a case referred to are sufficient to enable it 

to determine the question raised thereby, the court may refer the 
case back to the Appellate Tribunal for the purpose of making

such additions there to or alterations therein as it may direct 

on that behalf.
rQRE HIGH COURT HEARD BY NOT LESS THAN TWO

JUDGES

1
X t When any■ case has been r e f e rred to the H igh Court ;inder

sec tion 258 . it shall be neard b y a Bench o f not less than t wo

j u.d o e s of the H i qh Court, and shall be deci ded i n accordan?re with

the opinion of such fudges or of the majority, if any, of such 

judges.
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2) Where there is no su.ch majority, the judges shall state the 

point of law upon which thev differ, and the case shall then be 

heard upon that point only by one or more of the other judges of 

he High court, and such point shall be decided according to the 

opinion of the majority of the judges who have heard the case

i nc. 1 ud inq those who f i rs t he ard i t.

:on OF 10URT OR SUPREME COURT 014 ht CA; H

1/- The High Court or the Supreme Court upon hearing any such 

case shall decide the questions of law raised therein, and shall 

deliver its judgment thereon containing the grounds on which such 
decision is founded, and a copy of the judgment shall be sent 

under the seal of the court and the signature of the Registrar to 

the Appellate Tribunal which snail pass such orders as are neces

sary to dispose of the case conformably to such judgment.

the Supreme 

reference

2) The costs of any reference to the High court or 

Court Which shall not include she fee for making the 

shall be at the discretion of the court.

Appeals to the Supreme Court



An appeal shall lie to 
of the High court delivered 
256 in any case which the High Court certifies to be a fit one 
for appeal to the supreme Court,

262. HEARING BEFORE SUPREME COURT
1) The previsions of the code of Civil Procedure. 1908(5 of
1908), relating to appeals to the supreme Court shall, so far as 
may be, apply in the case of appeals under section 261 as they 
apply in the case of appeals from decrees of a High Court.

Provided to affect the provisions of sub-section C1) of 

.section 260 or section 265.

the Supreme Court from any judgment 
on an reference made under section

2) The costs o 
3uo r e me Court.

f the appeal snail Oi !.t the discretion of the

3) Wh ere t h

in the appeal 
court in the

® judgment of the High Court i 
„ effect shall be given to the 
manner provided in -section 260

; varied or reversed 
order of Supreme 
in the case of judge—

mentof the High Court.
E - Revision by the Commissioner.



263. REVISION OF ORDERS FREJUDICAL TO REVENUE 
1) The commissioner may call for and examine the record of any- 

proceeding under this Act, and if he considers that any order

p s s s e d therin by' the (Assessing) Officer is erroneous in s o far

as it p re jiudicial to the interests of the R e v e n u e , he may af ter

giving the assessee an opportunity of be i ng heard and aft a r

making or icausing to be made such inqiu 1 ry as he aeems nec 015 "5 ary

pass such order thereon as the circumstances of the case fusti - y 

including an order enhancing or modifying the assessment, or 

cancel ling the assessment and directing a fresh assessment. 

Explanation ; - For the removal of doubts, it is a hereby dec 1 at 
ed that, for the purpose of this sub-section,—

<a> An order passed on or before or after the 1st day of June, 

1988 by the Assessing Officer shall include—

< i > An order of asse s s m e r t made toy the Assistant commis

sinner or the Income— tax 0ffleer on the basis of directions

iss u. e g D y the Deputy comm i ssioner under section 144 A;

( i i ) An order mad e b v the Deputy commissioner in exerc

of the powers or in the performance of the functions of an As

sessing Officer cantered on, or assigned to, him under the orcer
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or directions issued by the Board or toy the Chief commissioner or 

Director General or Commissioner Authorised by the Board in this 

behalf under section 120;

(b) "record" shall include and shall be deemed always to have 

included all records relating to any proceeding under this Act 

available at the time of examination by the commissioner;

(c> Where any order referred to in this sub-section and passed 

by the Assessing Officer had been the subject -matter of any 

appeal, filed on or before or after the 1 st day of June.1988 the 

powers of the commissioner unde" this sub-section shall extend 

and shall be deemed always to have extended to such matter as had 
not been considered and decided in such appeal.

2) No orbsr shall toe made under sub—sec 11on < 1 ) after the

SKOllr y a f "v wo y s ti rs from the end of the f inane i a3. year in wh

the order souciht to be revised was passed

h

3) An order in revision under this section may be passed at any 

time in the case of an order which has oeen passed in consequence 

of, or to give effect to, any finding or direction contained in 

an order of the Appellate Tribunal, the High Court or the Suoreme
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Explanation In computing the period of limitation 
for the purposes of sub-section(2), the time taken in giving an 
opportunity to the assesses to be reheard under the proviso to 
section 129 and any period during which any proceeding under this 
section is stayed by an order or injunction of any court shall be 
e;tc: 1 udsd .

264, REVISION OF OTHER ORDERS

1) In the case of any order other than an order to which sec
tion 263 applies passed toy an authority subordinate to him, the 
commissioner may, either of his own motion or on an application 
by the assesses -or revision, call for the record of any procsed-
mg under thi s Act in w h l c:h -any such order has been passed and

may make such i r, auir y or c:ause such inquiry to be made and,
sub ject to the provisions of this Acc, pass such oroer thereon 
not being an order prejudicial to the assesses, as he thinks fit.

2) The commissioner shall not of his own motion revise any 
order under this section if the order has been made more than one 
ve ar p r evious1y,

3) In the case of an application for revision under this sec-
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tion by the assesses, the application must be made within one 

year from the date on which the order in question was communicat

ed to him or the date on which he otherwise came to know of it.

whichever is earlier;

provided that the commissioner may, if he is satisfied tnat the 

assesses was prevented by sufficient cause form making the apoii- 

cation within than period, admit an application made after the 

expiry of that period.

4) The commissioner shall not revise any order under this 

section in the following cases-

a) where an appeal against the order lies to the Deputy Commis

sioner (Appeals) or,to the commissioner (Appeals) or to the 

Appellate Tribunal but has not been made and time within which

such appeal may be made has not e;<pired or, in th e C ci '3 6? 0 T an

appeal to the Appellate Tribunal, the assesses has not w ai ved his

r iqh t of appe a. 1 j or

b) where the order is pending on an appeal before the Deputy 

Comm i s-s i on e e r (Appe a Is) ;or

c) where the order has been made the subject of an appeal to 

the commissioner(Appeal) or to the Appellate Tribunal.
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assesses far revision under this5) Every application by an 

section shall be accompanied 

Exolaination :1. An order

by a fee of twenty—five rupees.

bv the commissioner declining to

in- sh ail for the purposes of thi section, be deemed not

to be an order prejudicial to the assesses

Explaination s 2. For the purposes of this section, the Deputy

Commissioner Appeals shall be deemed to be an authority to the 

commissioner.The similar provisions are also included under the 

wealth Tax Act 1957, Gift Tax Act 1958 etc,, and being common are 

not rseested here.

TSNIFICANCE OF APPEAL BEFORE SUPREME ]!JRT

The d isaute ar is .ntr in :ours8 of oe-cermir .on of ta:

liability are numerous. The direct tax laws are said to be amdi- 

gusous for interpretation. They are very frequently amended. The 

language is not simple and due to ail these reasons, there are 

constantly number of challenging issues between the assesses and 

the tax collector. There are different appellate forum and these 

forums minimise the disputes. But the highest forum to settle the 

dispute is the Supreme court of India. This is a platform where 

legal disputes are settled and a finality' is given to the differ

ences between the assessee and the department. The Supreme Court
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has there fore occupied a significant status and it- 

settle the ta:< law.

CONCLUSION

We have gone through the discussion of historic 

growth and development of various tax laws. We have 

circumstances necessiated the Tax authority to estafc 

Board and also Apollete forum including further oro\ 

appeals to the Supreme Court regarding settlement 01

decisions

cal background 

also examined 

j1ish central 
/isions for 

r disputes.


