http://JUDIS.NIC IN SUPREME COURT OF | NDI A

Page 1 of 9

PETI TI ONER
COW SSI ONER OF | NCOVE TAX, CALCUTTA [ CENTRAL]

Vs.
RESPONDENT:
M S. PAHARPUR COCOLI NG TOVWERS PRI VATE LI M TED
DATE OF JUDGVENT: 11/ 03/ 1996
BENCH
JEEVAN REDDY, B.P. (J)
BENCH

JEEVAN REDDY, B.P. (J)
MUKHERIEE M K. (J)

Cl TATI O\
JT 1996 (3) 144 1996 SCALE (2)655

ACT:

HEADNOTE:

JUDGVENT:
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The Conmi ssioner of Income Tax, Calcutta (Central) has
preferred these appeal s agai nst the judgnment and order dated
March 1, 1979 made by the Settlement Conm ssion | under
Section 245-D of the Income Tax ~Act [the Act]. The
respondent - assessee, Pahar pur Cool i ng Tower s Private
Limted, is engaged in the manufacture of cooling towers and
their parts. For the Assessnent Years 1970-71 to 1974-74
[five years], it had filed its returns. [The accounting year
was the year ending list Cctober.] For Assessnent Year 1975-
76, the assessee had filed its return. It was pending. Wile
so, on COctober 27, 1976 and on the foll owing dates, searches
were conducted by the Director of Inspection and his
officers in the prem ses of the assessee at Cal cutta, Bonbay
and Del hi. The assessee’s factories and ~the residentia
prem ses of the Managing Director, Sales Manager, Directors
and their associates were also searched simultaneously. A
nunber of docunents were seized

On  June 24, 1977, the assessee approached’ the
Settl ement Commi ssion [ Conmi ssion] with an application/ under
Section 245-C of the Act. The application was rmade in the
prescri bed proforma. Against Colunm No.5 "Assessnent Years
in connection wth which the application for settlement is
made", the assessee stated, "Assessnment Year 1975-76 and any
ot her proceeding that may be decided by the Settlenent

Conmi ssion (now pending before the ITO". Against Colum
No.8, "Particulars of the mtters to be settled", the
assessee stated, "assessnent of total incone for Assessnent

Year 1975-76 and any other nmatter that may be deci ded by the
Settl ement Conmi ssion”.

The application nade by the assessee was forwarded to
the Conmi ssioner of Incone Tax for his report under Section
245-D(1). In his report dated July 6, 1977, the Conmi ssi oner
stated that "he has no objection to the application for
settlenent being processed with in respect of the Asstt.
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Year 1975-76". By order dated July 21, 1977, the Conmi ssion
admtted the application for settlenent.

On Novenber 15, 1977, the assessee filed "a brief
statement of facts" stating inter alia the follow ng facts:
it had filed the return of its incone for the Assessment
Year 1975-76 on February 10, 1976 showing a total inconme of
Rs. 64, 75,860/ -; the assessnent for the said year is not yet
conpl eted; while so, searches were conducted in its various
prem ses; the accounts departnment and the Managi ng Director
were not aware of many facts which have since been
di scovered; in viewof the said fact and with a viewto
cooperate with tax authorities and to avoid harassment and
unnecessary litigation, ‘it has been advised to approach the
Conmi ssion for settlenent; the value of the finished goods
as nmentioned in the return for the Assessnent Year 1975-76
is Rs.14,25,077,16p; It should in fact be Rs.31,55,000/-;
simlarly the value of ~“the stocks and of finished goods at
the end of accounting year ending wth 31st Cctober, 1975
ought to 'be Rs.19,85,000/- as against disclosed figure of
Rs.5,36,304/-. The assessee requested that the aforesaid
revised figures may be accepted in the place of the figures
di sclosed in the return. It then stated, "8. Since the val ue

of the openi ng stock i's required to be amended by
Rs. 14, 48,696/ - (Rs.19, 85,000/ - m nus " Rs.5, 36,304/ -) as
aforesaid, this wll have effect on the profits of the

previous years as the increased stocks were not and coul d
not be built up in any one accounting year only. (9)...for a
proper fixation of the profits for the Asstt. Year 1975-76,
due to increased value of the -closing stocks, the conpany
submits that the Commi ssion nmay consider reopening of the
earlier five years assessnent years, 1i.e., Asstt. Years
1970-71 to 1974-75. (10) The conpany hereby gives its
consent for reopening all the earlier five years assessnents
as required in Section 245E of the Act."™ Simlar request is
said to have been nade regarding the other item of
di scl osure, viz., certain capital expenditure clainmed in the
return as revenue expenditure,  but which the assessee now
conceded may be treated as a capital expenditure. The
assessee also requested that all further proceedings with
respect to Assessment Year 1975-76 as well as those relating
to the said earlier Assessnent Years be stayed.

The Comm ssion call ed upon the Comm ssioner to file his
response to the aforesaid "statenent of facts" filed by the
assessee. In his response/report dated January 3, 1978, the
Comm ssioner stated inter alia, "the applicant...asked for
settlenent in respect of asstt, year 1975-76, but” in the
Statement of Facts now subnmitted, it is stated that the
amount now offered for settlement wll have effect on
earlier 5 years’ assessments..... all these assessnents have
| ong been conpleted and in none of these years, the under-
val uation of stock, as now offered, was considered for
assessnent/re-assessment. . ... There is absolutely no materia
inthe file in support of this contention of the applicant”.
The Conmi ssioner further submitted that since the assessee’s
original application was for settlement in connection with
the Assessnment Year 1975-76, the assessee’'s prayer in Para-
13 of the statenent of facts for issuing stay orders in
respect of penalty proceedings pertaining to earlier
assessment years is unwarranted, nore particularly when the
said penalty proceedings do not relate to under-val uation of
stock but to other matters some of which were not even

contested in appeal . To this response/ report, t he
Conmi ssi oner encl osed the report of the concerned | ncone Tax
Oficer stating in detail the facts relating to the said

earlier assessment years. It was stated therein that there
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was substantial concealnent on the part of the assessee,
that in certain cases assessnments were reopened and that
penalty proceedings were also pending for concealnent in
respect of the said assessnent years. Several irregularities
in the maintenance of accounts and records by the assessee
were al so pointed out.

The Conmmi ssion conprising the Chairnman and two nenbers
heard the parties at |length and di sposed of the application
for settlement wunder the inmpugned order. The Chairnan and
the two nenbers differed on one issue - which is the only
issue in these appeals. The question is whether the
Conmi ssion could drop the penalty proceedings relating to
Assessnent Years 1970-71 to 1974-75 in an application for
settlenent relating to Assessnent Year 1975-76. W are not
concerned with the ot her directions nmade by the
Conmi ssi oner. They were not argued before us and we express
no opi nion thereon. The only question we are considering is
the power of ~“the Conmi ssion to dr op/ wai ve penal ty
proceedi ngs and penalties for the Assessnment Years 1970-71
to 1974-75 in an application for settlenment relating to the
Assessment  Year 1975-76. The ~mmjority opinion [of the
Conmi ssion] mainly relied upon Section 245-E for holding
that Conmission did have such power while the Chairman held
to the contrary. ~ The Chairman opined that since the
application for settlenent before the Commission was only in
respect of Assessnent Year 1975-76, the penalty proceedi ngs
relating to earlier assessnment years "were in no way
connected with the present settlenent application or
statenment of facts made by the assessee" and, therefore, the
Conmi ssion had no jurisdiction to waive or drop the said
penal ty proceedings. He pointed out further that the said
penalty proceedings were "in respect of sone ot her
conceal nent already detected by the Incone Tax O ficer and
not relating to incones considered in the settlenent
application". [Enphasis added]

CONTENTI ONS URGED BY THE PARTI ES

In these appeal s, the mai n  subni ssi on of Sr
J. Ramanurt hy, |earned counsel for the Revenue, is wth
respect to the jurisdiction of the Conmm ssionto drop the
penalty proceedings relating to Assessnent Years 1970-71 to
1974-75. Counsel submtted that the application for
settlenent pertained only to Assessnent Year 1975-76 and not
to the said earlier assessnment years. The assessee did
di scl ose certain additional income for the Assessnent Year
1975-76 requesting at the sane time that the said additiona
i ncome be spread over all the six Assessnment Years 1970-71
to 1975-76. The assessee had so requested and had given its
consent for re-opening the said earlier assessnent years for
the limted purpose of the spreading over/distributing the

said additional income over the six years, which was a
request made in his own self-interest. He did not want the
entire additional incone to be added to his incone in the

Assessnent Year 1975-76 which would have enhanced his tax
l[iability. The request to re-open the assessnents of the
said earlier assessnent years was, said the | earned counsel

for the limted purpose of giving due and appropriate relief
for the Assessment Year 1975-76. The advantage he was asking
for could not be granted except by re-opening the
assessnments for the said earlier assessnent years for the
l[imted purpose of adding certain amunts as a consequence
of "spreading over". There was no request or concurrence to
re-open the earlier assessnents for all purposes. In short,
the application filed by the assessee did not pertain to the
said earlier assessment years but only to 1975-76. Whatever
was asked for was being asked for only to reduce the tax
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liability for the Assessnent Year 1975-76. Learned counse
enphasi zed the admitted fact that the penalty proceedi ngs
relating to the said earlier assessnment years, pending at
the time of filing of the settlenment application, pertained
to sone other concealments and not to the itens which were
di sclosed in the settlenent application. Counsel also
submitted that a settlenment application can be filed only in
respect of a pending natter whereas the assessments in
respect of the said earlier assessnent years were already
concluded. They were also not appealed against by the
assessee. Sri Ramanurthy comended the opinion of the
Chai rman for our acceptance.

Sri N. K Poddar, |earned counsel for the respondent-
assessee supported the reasoning and conclusion of the
majority. His reasoning runs thus: the assessee had
expressly requested -and had given his consent/concurrence
for re-opening the assessments. for the earlier Assessnent
Years 1970-71 to 1974-75. It is true that this request and
concurrence was for giving the relief asked for by the
assessee in respect of the Assessnent Year 1975-76. But for
giving the relay so asked for by ‘the assessee, it was
necessary to re-open the assessnent for the said earlier
assessment years and-add certain amunts on account of
enhanced valuation ~of the opening stocks in each of the
rel evant accounting years. The Conmssion did have the
undoubt ed power, in these circunstances, to re-open the
assessnments relating to the said earlier assessment years
for the aforesaid purpose. Once the Conmm ssion re-opened the

said assessments, it was entitled to pass necessary and
appropriate orders relating to those earlier assessnment
years; there was no restriction or limtation upon the

Conmi ssion’s power. Even though the penalty proceedings
relating to the said earlier assessnment years pertained to
certain other alleged concealnents by the assessee [other
than the two items concerned inthe settlement application]
the Conmi ssion had the power, in law, to direct the dropping
of those penalty proceedings also, once it re-opened the
assessnments relating to the said earlier assessnent years.
The majority opinion of the Conmission is, therefore, the
correct one both on facts and inlaw.__ The schene and the
obj ect underlying Chapt er XI X-A supports t he said
interpretation. The |earned counsel submtted further that
the penalty proceedings are co-related to the ampunt of
conceal nent. Once the anmpbunt conceal ed undergoes a change by
virtue of additions nade in the said earlier  assessnent
years on account of spreading over [of the value of opening
stock] in each of the relevant accounting years, the penalty
proceedi ngs becone automatically unsustainable in |aw  They
cannot proceed further. Fresh penalty proceedi ngs have to be
initiated on the basis of the revised figure of conceal nent
- and that can be done only by the Conmi ssion and not by the
I ncone Tax O ficer.

RELEVANT PROVI SI ONS OF LAW

For a proper appreciation of the questions arising
herein, it is necessary to notice the relevant provisions in
Chapter XIX-A as they were obtaining at the relevant tine.
The definition of the expression "Case" in clause (a) of
Section 245-A reads:

"*Case’ means proceedi ng under the

Indian Income-tax Act, 1922, or

under this Act for or in connection

with the assessnment or reassessnent

of any person in respect of any

year or years which may be pending

before an incone-tax authority on
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the date on which an application

under sub-section (1) of section

245C i s made."

Section 245-C provides that the application for settlenent
shall be filed in the form prescribed and containing
prescribed particulars. Section 245-D prescribes the
procedure to be followed on receipt of an application for
settlenent. The second proviso to sub-section (1) says
"“provided further that an application shall not be proceeded
with under this sub-section if the Comn ssioner objects to
the application being proceeded with on the ground that
conceal nent of particulars of incone on the part of the
applicant or perpetration of fraud by himfor evadi ng any
tax or other sum chargeable or inpossible under the |Indian
| ncome-tax Act, 1922, or under this Act, has been
established or is likely to be established by any Incone-tax
authority, in relation to the case."

Sub-section” (4) provides that after examning the
entire material including the report(s) of the Conm ssion
the Conmmi'ssion nay pass final orders in accordance with the
provi sions of the Act. It i's not necessary to refer to other
sub-sections in Section 245-D for the purposes of these
appeal s.

Section 245-E “is relevant for our purposes and may be
set out in full:

" 245E. Power of Sett | enent
Conmission to reopen conpl eted
proceedings.-- 'If the Settlenent

Conmi ssion is of the opinion (the
reasons for such opinion to be
recorded by it in -witing) that,
for the proper disposal of the case
pendi ng before it, it is necessary
or expedi ent to reopen any
proceedi ng connected wth the case
but which has been conpleted under
the Indian Inconme-tax Act, 1922, or
under this Act by any I|ncone-tax
section 245C was nade, it may, with
the concurrence of the applicant,
reopen such proceeding and pass
such orders thereon relation to

whi ch the application for
settlenent had been nade by the
appl i cant under t hat section

covered such proceedi ng al so:
Provided that no proceeding

shal | be reopened by the Settl enment

Comm ssion under this section after

the expiry of a period of eight

years from the end of t he

assessment year to which such

proceeding relates."
Sub-section (1) of Section 245-F provides that "in addition
to the powers conferred on the Settlenent Conm ssion under
this Chapter, it shall have all the powers which are vested
in an Income-tax authority under this Act". Sub-section (2)
provides that "where an application nmade under section 245C
has been allowed to be proceeded w th under section 245D
the Settlement Commission shall, wuntil an order is passed
under sub-section (4) of section 245D, have, subject to the
provi sions of sub-section (3) of that section, exclusive
jurisdiction to exercise the powers and perform the
functions of an Incone-tax authority wunder this Act in
relation to the case."
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Section 245-H enpowers the Conmmi ssion to grant i munity
fromprosecution wunder |Indian Penal Code or any other
Central Act to an applicant if it is satisfied that he has
made full disclosure of his income and has fully cooperated
wi th the Conmi ssion.

Section 245-1 declares that "every order of settlenent
passed under sub-section (4) of section 245D shall be
conclusive as to the matters stated therein and no matter
covered by such order shall, save as otherw se provided in
this Chapter, be reopened in any proceeding under this Act
or under any other law for the tine being in force."

CONSI DERATI ON OF THE CONTENTI ONS URGED

Section 245-C(1) provides that an application for
settlenent shall be filed in the prescribed form containing
prescribed particulars; in this case, the application filed
by the assessee pertaining only to one assessnent year
viz., 1975-76 and-to no other assessnent year. According to
the second proviso to Section 245-D(1), as in force at the
rel evant time, no _such application can be proceeded with by
the Commi ssion if the Conmi ssioner obj ects to t he
application being proceeded with on the ground that
conceal nent of particulars of income on the part of the
applicant or perpetration of fraud by himfor evading any
tax or other sum chargeable has been " established or is
likely to be established by any incone tax authority in
relation to the <case; in this case, the Comissioner
objected to the Commi ssion passing any orders with respect
to assessment years other than the Assessnent Year 1975-76;
so far as Assessnent Year 1975-76 is concerned, the
Conmi ssi oner put forward no -objection. Sub-section (4) of
Section 245-D says that after exam ning the entire nmateri al
the Conmission shall "pass such orders as it thinks fit on
the mtters covered by the application and any. other
material relating to the case not covered by the
application", "in accordance with the provisions of the
Act"; in other words, the Conm ssion has not only to act in
accordance with the provisions of the Act but that its
jurisdiction is confined to the matters covered by the
application before it. The further words "and  any  other
material relating to the case - not covered by the
application" show that the Commission can take into

consi deration any other nmaterial not —covered by the
application but it nust be one relating to the case before
it. It nmust be renenbered that this chapter [ X X-A]

prescribes a procedure which is a departure fromthe norna
procedure provided by the Act. Once an application is
admtted - an application can be made only in respect of a
pendi ng case - the Comm ssion takes over all the proceedings
relating to that case which nay be pending before any
authority under the Act. But this power is confined to the
case before the Comm ssion, which nmeans the case relating to
the assessment year for which the application for settlenent
is filed and admtted for settlenent - to wit, Assessnent
Year 1975-76 in this case. Section 245-E, which is the sheet
anchor of the najority opinion, enmpowers the Conmi ssion to
re-open any conpleted proceedings connected with the case
before it but this power is circunscribed by the requirenent
expressly stated in the section that such re-opening of
conpl et ed proceedi ngs should be necessary or expedient for
the proper disposal of the case pending before it. There are

two other Ilimtations upon this power, viz., that this re-
opening of the conpleted proceedings can be done, even for
the aforesaid linmted purpose, only with the concurrence of

the assessee and secondly that this power cannot extend to a
peri od beyond eight years fromthe end of the assessnent
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year to which such proceeding relates. These two features
nmake it abundantly clear that the section contenplates re-
opei ni ng of the conpl eted proceedi ngs not for the benefit of
the assessee but in the interests of Revenue. It
contenmplates a situation where the case before the
Conmi ssion cannot be satisfactorily settled unless some
previously concluded proceedings are re-opened which would
normally be to the prejudice of the assessee. It is
precisely for this reason that the section says that it can
be done only with the concurrence of the assessee and that
too for a period within eight years. This section cannot be
read as enpowering the Commission to do indirectly what
cannot be done directly. W may explain. The Comm ssion has
jurisdiction to settle the case which is before it. Take
this very case: the application for settlenent before it
pertains to the Assessnment Year 1975-76. Its jurisdiction is
[imted to settling this case alone. In this case, it cannot
settle the matters relating to other assessment years, which
are not /'before it. The Conm ssioner cannot touch the
proceedings relating to the earlier or other years. This
rule is, —however, relaxed by Section 245-Eto a limted
extent and for a limted purpose. The concluded proceedi ngs
can be re-opened by the Conmi ssion provided (a) such re-
opening i s necessary or expedient for the proper disposal of
the case before it, (b) the reasons for  such opinion are
recorded in witing by the Conmi ssion, (c) the applicant-
assessee nust give his concurrence therefore and (d) the
proceedi ng which is' being re-opened nust ‘relate to an
assessment year which is withineight years fromthe end of
the assessment year to which the case before the Comn ssion
rel ates. The power conferred by Section 245-Eis thus a
circunscribed and a conditional power. It can be exercised
only in accordance wth and subject to the conditions
aforenmentioned and in no other manner. Now, let 'us see
whet her Section 245-E availed the Comm ssion to direct the
droppi ng of penalty proceedings relating to Assessnent Years
1970-71 to 1974-75 while settling the case relating to
Assessnment Year 1975-76.

In the present case, the application filed by the
assessee was in respect of only one assessment year, viz.,
1975-76. This is clear fromthe particulars nentioned in his
application for settlenent dated June 24, 1977 referred to
her ei nbefore. In his response/ report to the said
application, the Conm ssioner had stated that he had  no
objection to the application for settlenent being processed
with in respect of Assessment Year 1975-76  vide
Conmi ssioner’s report dated July 6, 1977. Thereafter, the
assessee filed, what he <called, "a brief 'statement of
facts". In this statement, he requested that the enhanced
val ue of the opening stock disclosed by himshould not be
added in the assessnent of the Assessment Year 1975-76 al one
but should be appropriately spread over all the six
assessment years, viz., Assessnent Years 1970-71 to 1975-76.
This he requested because, doing so would have reduced his
overall tax liability. It is for this purpose that he gave
hi s consent/concurrence for re-opening the assessnments of
the earlier assessnent years.* It was, therefore, not a
situation contenpl ated by Section 245-E. This was not a case
where the Conmi ssion wanted to re-open the concluded
assessnments because it was found necessary or expedient to
do so for the proper disposal of the case pending before it;
it was a case where the assessee was requesting for a
benefit and for the purpose of obtaining that benefit, he
was requesting the
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*This request was pronptly opposed by the Comm ssioner of
I ncone Tax. He stated that while in the origina

application, settlement was sought in respect of Assessnent
Year 1975-76 alone, the assessee was how saying that the
settlenent of Assessment Year 1975-76 will have effect upon
earlier years as well. The Comm ssioner of Income Tax stated
that the assessnents for the said earlier assessnent years
"have long been conpleted" and that the valuation of stock
was never under consideration in those assessment years.
Thi s objection of the Conmissioner is also a linting factor
on the power and jurisdiction of the Commission in the |ight
of the second proviso to Section 245-D(1). re-opening of the
earlier assessnments. Even this request of the assessee was
for alimted purpose, viz., for spreading over the enhanced
val ue of opening stock disclosed by himover the said six
assessnent years. |t was not a request or concurrence to re-
open the entire assessnent and penalty proceedi ngs relating
to the ~said earlier assessnment years. [As a matter of fact,
penalty proceedings for the said earlier assessnment years
were pending on-the date of° filing of the application for
settlenent and its admi ssion. As pointed out by the Chairnman
in his opinion, the said proceedings were in respect of
certain conceal nents already discovered by the Incone Tax

Oficer, i.e., concealnents established or Ilikely to be
established by the Income Tax Oficer wi'thin the nmeaning of
the second proviso to Section 245-D(1) - another limting

factor on the power of the Commission.] It, therefore,
follows that the Conm ssion could re-open the assessnent
proceedings for the said earlier assessment years only for

the aforesaid limted purpose, i.e., for spreading over the
sai d enhanced value. Under the guise of re-opening the said
assessnments for the aforenmentioned |limted purpose, the

Conmi ssion could not have re-opened or for that matter,
settled the matters relating to the said earlier assessnent
years. It is not permssible for the Conmission to say that
since it has re-opened the assessments of earlier assessnent
year for the limted purpose of giving relief /for the
assessment year before it, it gets full comand and tota
jurisdiction over all the said earlier assessnent years and
that it can pass such orders as it thinks fit in respect of
all the matters relating to the said assessnment years
including the penalty proceedings. This would amunt to
doing indirectly what cannot be done directly. The ultimte
orders passed by the Conm ssion should relate to the case
before it; it is only for the purpose of -effectively
settling the case before it that the Commi ssion can re-open
concl uded proceedi ngs subject to the four conditions set out
her ei nabove. W fail to see how the penalty | proceedi ngs
(whi ch have now been dropped) fall within the anbit of the
power conferred by Section 245-E. The penalty proceedi ngs
not only relate to assessment years not before the
Conmi ssion but they relate to alleged conceal nents during
those earlier assessnent years which conceal ments were not
bef ore the Conm ssion. The discl osures before the Conmi ssion
related to two other concealnents [disclosed for the
Assessment Year 1975-76 but which anounts the assessee
wanted to be spread over all the six Assessnment Years 1970-
71 to 1975-76] wholly different and distinct from the
conceal nents on account of which the sai d penal ty
proceedings were initiated. W are, therefore, of the
opi nion that the Conmi ssion exceeded its jurisdiction in
directing that the said penalty proceedings [relating to
Assessnent Years 1970-71 to 1974-75] should be dropped or
that penalties be waived in respect of the said assessnent
years. The interpretation placed by the Chairman upon
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Section 245-E is the correct one and not the interpretation
pl aced by the nmgjority.

W are also not inpressed by the argunent of Sri
Poddar, |earned counsel for the assessee, that inasnmuch as
the quantum of penalty depends upon the quantum of the
i ncomre assessed and because the incone assessed for the said
earlier assessnent years was bound to undergo a change on
account of the "spreading over" aforesaid, the earlier
penalty proceedings fall to the ground automatically and
that, thereafter penalties, if any, can be levied only by
the Settlement Commission. There is a clear fallacy in the
sai d submi ssion. The penalty proceedings related to certain
ot her conceal nents, i.e., other than the two conceal nents
di sclosed in the assessee’'s application for settlenment and
which were sought to be spread over backwards. The said
penal ty proceedi ngs coul d not, therefore, have been affected
or rendered nugatory by the addition to the total income
resulting. from  the aforesaid "spreading over". It is
difficult to see any connection, nuch less an intimte
connection, between the said "spreading over" and the
consequent enhancenment of the -inconme assessed for the said
assessnent years and the penalty proceedings.

Lastly, we may refer ~to Sri Poddar’s subni ssion based
upon Section 245-F(1). According to him sub-section (1)
confers the powers of  an inconme tax authority wupon the
Settlement Commission including the power to re-open the
assessments as contenplated by Section 147. W do not know
whet her the power under Section 147 can al so be clainmed by
the Conmi ssion. But assuming it can, the said power has to
be exercised in accordance with-the provisions contained in
Sections 147 to and 150 including Sections 148 and 149.
Admittedly, they were not conplied within this case.

The appeals are accordingly allowed and the order of
the Settlement Commission is set aside to the extent it has
dropped the penalty proceedings relating to Assessnent Years
1970-71 to 1974-75 and to the extent it has waived the
penalties for the said assessnent years. The orders and
directions made by it shall not affect the said penalty
proceedi ngs which can now proceed according to law. The
Settl ement Conmission shall nmodify its judgnent and order in
terns of and in accordance with this judgment.

The appeals are accordingly allowed with costs. ~The
appel l ants’ costs are quantified at a consolidated sum of
Rupees twenty thousand.




