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Q11
Case study. Dr. X is a leading medical practitioner in a city. He
has set up a charitable trust through which he plans to establish
a super-specialty hospital in the city to cater to the medical needs
of all sections of society. Incidentally, that part of the State had
been neglected over the years. The proposed hospital would be a
boon for the region. You are heading the tax investigation agency
of that region. During an inspection of the doctor's clinic, your
officers have found out some major irregularities. A few of them
are substantial which had resulted in considerable withholding of
tax that should be paid by him now. The doctor is cooperative. He
undertakes to pay the tax immediately. However, there are
certain other deficiencies in his tax compliance that are purely
technical in nature. If these technical defaults are pursued by the
agency, considerable time and energy of the doctor will be
diverted to issues that are not so serious, urgent, or even helpful
to the tax collection process. Further, in all probability, it will
hamper the prospects of the hospital coming up. There are two
options before you: Taking a broader view, ensuring substantial
tax compliance, and ignoring defaults that are merely technical
in nature. Pursue the matter strictly and proceed on all fronts,
whether substantial or merely technical. As the head of the tax
agency, which course of action will you opt for and why? (250
words).
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Case Studies on above issues.

Core demand of the question

* Dr X, a leading practitioner, plans a charitable super-specialty hospital in a neglected region.
Tax inspection finds substantial withheld tax, which he will pay, plus purely technical defaults.
Pursuing the technical issues would consume him and likely stall the hospital. As head of the tax
agency, do you take a broader view and ignore technical defaults, or pursue everything?

Revision summary

Substantial withheld tax must be paid with statutory interest and penalty; the hospital does
not cancel it.
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¢ Purely technical defaults should be handled with proportionality: condonation or
compounding where the law allows.

Ignoring all faults is unequal. Pursuing every technicality as punishment wastes the region's

healthcare.

No private deal of silence for a hospital.

The same classification must be available to a non-famous taxpayer.

Introduction

Dr X will pay the real tax. The hospital would serve a neglected region. Technical defaults
remain. The trap is to sell the law for a good building, or to crush a public good for a clerk's

perfect file.

Body

Stakeholders

* The Union or State fisc, and honest taxpayers who did not wait for a raid.
e Dr X, his clinic staff, and patients of the planned hospital.

* Residents of the neglected region.

* Your officers, who need a consistent standard.

* Courts, which will read whether tax administration is equal.

Ethical issues and values
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e Integrity of tax: substantial withholding is not a "social worker's privilege".

* Proportionality and public interest: a technical default that yields little tax but kills a
hospital is a bad use of scarce investigative time.

* Equality: a celebrity doctor cannot buy a waiver that a small trader would never get.

 Compassion and beneficence: the hospital is a real good, not a public-relations sticker, if it
actually serves all sections as claimed.

e Conflict of interest: do not take a future board seat, a named ward, or a family job in that
trust.

Options

e Option 1: Ignore both substantial and technical faults because of the hospital.

* Merit: speed for the trust.

* Demerit: open discrimination and a market for "good cause" tax holidays. Rejected.

* Option 2: Prosecute every technical defect to the last footnote, after the tax is paid, as a show
of steel.

* Merit: fear.

* Demerit: little revenue, delayed care, and a use of process as punishment. Poor
proportionality.

* Option 3: Collect the substantial tax with interest and penalty as the statute requires;
compound or close technical defaults where the law allows; keep a written, reviewable standard
that would apply to a non-famous assessee.

e Merit: revenue, equality of principle, and space for the hospital.

* Demerit: critics may shout "softness"; the note must show the same softness is available to
similarly placed files.
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Action I would take

e Secure the substantial tax now: payment, interest, and penalty as prescribed. Cooperation
reduces concealment; it does not erase the principal.

* Classify defects: revenue-bearing versus purely technical (form, timing, a rectifiable return
error with no tax effect).

* Where the Income-tax Act or allied rules allow condonation, compounding or a rectification,
use that door and record reasons.

* Where a technical breach still needs a notice, issue it in a way that does not freeze the trust's
entire working year - time-bound, scoped, and not a fishing raid.

* Do not sign a private bargain: "hospital in exchange for silence". The hospital is not a
consideration the tax code recognises.

* Apply the same classification to similarly placed cases so that Dr X is not a special caste.

* Recuse if you or your family would gain from the hospital, and still do not leave the substantial
tax uncollected.

* After payment, a lawful charitable hospital is welcome. Tax ethics is not hostility to medicine; it
is refusal to let medicine become a shield.

Flow diagram

Irregularities found -> Collect substantial tax now
Irregularities found -> Technical defaults

Technical defaults -> Condone or compound if law allows
Waive all for hospital -> Unequal tax

Maximal technical war -> Hospital stalled for little revenue

Conclusion

I would take the broader view only after the substantial tax is in. Technical defaults get a
proportionate, lawful closure, not a celebrity waiver and not a vengeful marathon. The
neglected region's patients should not pay for either vanity or vendetta.

Facts & figures

Tax as a legal duty

Voluntary payment after detection is compliance going forward; it does not by itself wipe penalty
where the statute still applies.

Proportionality in enforcement

Administrative power should fit the aim: collect tax and deter evasion, not destroy an unrelated
public good for a zero-revenue footnote.

Article 14 equality

A famous doctor and a small trader sit under the same tax law; any condonation must be a class of
cases, not a person.
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Compounding and condonation
Tax statutes often distinguish payable tax from technical lapses and provide specified doors to
close the latter; those doors are the lawful broader view.

Conflict of interest
The investigating head must not accept a future benefit from the charitable trust whose file is on

the table.

WRAP Exams - Write. Read. Analyse. Practice. - https://wrapexams.com/upsc/mains-answers/gs-4/2018/case-study-dr-
x-is-a-leading-medical-practitioner-in-a-city-he-has-set-up-a-charitable-trust-through-which-he-plans-to-establish-a-sup
er-specialty-hospital-in-the-city-to-cater-to-the-medical-needs-of-all-sections-of/ - ask@wrapexams.com -

wrapexams.com

wrapexams.com - ask@wrapexams.com Page 4




