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LOK SABHA
Saturday, 18th September, 1954

The Lok Sabha met at Eleven of
the Clock
[MR. SPEAKER in the Chair]
QUESTIONS AND ANSWERS
{No Questions: Part I not published)

i1 am.
PAPER LAID ON THE TABLE

NoTrFICATIONS UNDER Ska CusTOMS
Act

The Deputy Minister of Finance
(Bhri A. C. Guha): Sir, I beg to lay
on the Table a copy each of the Noti-
fications Customs Nos. 67 and 68,
dated the 17th July, 1954, under sub-
section (4) of section 43B of the Sea
Customs Act, 1878, as inserted by the
Sea Customs (Amendment) Act, 1953.
{Placed in Library. See No. S-339/54]

INDIAN INCOME-TAX (AMEND-
MENT) BILL—Contd.

Mr. Speaker: The House will now
Proceed with the further consideration
of the following motion moved by
Shri M. C. Shah, yesterday:—

“That the Bill further to amend
the Indian Income-tax Act, 1922,
to provide for the assessment or
re-assessment of persons who have
to a substantial extent evaded
payment of taxes during a certain
period and for matters connected
therewith, be taken into consid-
eration.”

There are also some amendments
which are before the House.

423 LSD.
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As the House is aware, 6 hours have
been allotted to this Bill out of whick
27 minutes have been availed of yes-
terday and 5 hours 33 minutes are
still left. This would mean that dis-
cussion on this Bill would conclude
by about 4-30 p.M,, to be exact at
4-33 p.Mm. Thereafter the House will
take up the Central Excises and Salt
(Amendment) Bill for which 3 hours
have been allotted. Of course, it this
finishes earlier we need not carry om
the discussion for the full time be-
cause the time is allotted.

Now, there is one question whiek
we must also decide. What time
shall we take for the consideration
motion, what time for the clause by
clause and what time for the third
reading. I have myself no idea, but
I am inclined to think that the clause
by clause stage, though the amend-
ments are few, is really the heart of
the legislation, and therefore, instead
of having a longer time for general
consideration, we may have a longer
time for the clause by clause stage;
then, of course, a shorter time for the
third reading stage. It all depends
upon the will of the Members. If they
want to discuss the individual clauses
for a shorter time, and want to have
general discussion for a longer time,
I have no objection.

Shri C. C. Shah (Gohilwad-Sorath):
I was submitting, Sir, that so far as
this Bill is concerned, the amendments
are of a minor character and in the
consideration stage practically sll the
amendments shall have to be referred
to and discussed. Therefore, my sub-
mission {s that this {s a Bill in which
more time should be allotted to con-
sideration stage rather than to clause
by clause stage.
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Pandit Thakur Das Bbargava (Gur-
gaon): As a matter of fact, if you
will kindly go through the amend-
ments you will find that they will not
take much time.

Mr. Speaker: If that is the view of
the House, what time shall we fix for
consideration of the motion? Shall we
have three hours inclusive of the time
taken?

. Shri T. N. Singh (Banaras Distt.—
East): 4 hours.

Mr. Speaker: We have
taken 27 minutes.

Shri T. N. Singh. Sir, the Minister
will take about one hour for his reply
and then the Members will only be
left with three or three and a half
hours. Therefore, I would suggest
that it should be 4 hours.

Mr. Speaker: I have no objection, if
the House is agreeable.

Several Hon. Members: Yes, yes.

already

Mr. Speaker: Then, we shall have
4 hours for the general discussion and
we are left with 1} hours out of the
5% hours we have got. Therefore, let
us have 4 hours for the general dis-
cussion, 3 hour for the third reading
and one hour for the clause by clause
stage; that makes 53 hours. Now, I
call upon Mr. T. N. Singh to continue
his speach.

Shri T. N. Singh: Sir, I had just
started yesterday and in that I had
referred to the immense resources,
talent and the experience gained dur-
ing the past centuries, or I should say,
years of evasion of taxes which is at
the disposal of those who are being
touched by this Bill. Now, what is
our defence against such powerful re-
sources? That is what I want to know,
and that is my test for the efficacy nf
this amending Bill.

This House is aware of the dissatis-
faction that has been felt, not only in
this House, but outside by the common
man, the masses, who see that those
who have profiteered, who have black-
marketed, who have done all kinds of
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things to make money—for whom
money is God—have been escaping all
the attempts of Government and all the
attempts of the Investigation Commis~
sion to catch them. At least the mini-
mum consequences should fall onthem
They must be made to part with their
ill-gotten gains. That was the object.
of the Investigation Commission. Now,.
1 want to know whether this amend-
ing Bill is going to meet that purpose.

I think on that issue, the Govern-
ment as well as every section of the
Houge is at one. I have yet to see
a Member, here in this House, who
will say, that those who blackmarket-
ed; those who profiteered, should get
away with their ill-gotton gains. I
think there is nobody here who will
say that. I am sure the Government
is very keen; otherwise why should
they have come with an ordinance.
As a matter of fact, I congratulate the
Government on bringing this ordi-
nance. Though it may seem improp-
er to some of us who are very zeal-
ous in regard to our powers, Govern-
ment did the right thihg. After all,
it was the intention of this House that
the Investigation Commission should
proceed with its work. The princi-
ples enunciated in that Act have been
accepted by this House, and if by any
reason, the objective of the mea-
sure was being defeated, it was ‘he
duty of the Government to intervene
immediately. Government were there-
fore acting only according to the wish~
es of the Parliament. That is my sub~
mission.

There are cases where ordinances '
are enacted which may not be accord-
ing to the wishes of the Parliament.
But, in this case Government were
only carrying out what the Parliament
had directed them earlier to do.
Therefore, I welcome the action takew
by the Government, in issuing an:
ordinance.

Now 1 come to the results, that fol-
lowed the ordinance. As far as we
know—] hope the Finance Minister
will correct me if I am wrong—that
the Investigation Commission had
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assessed tax of about Rs. 8 crores un-
der Section 5(4), out of which, I un-
derstand, about Rs. 24 crores were to
be collected. As a matter of fact, all
that was in suspense. The parties
could have got away with the money
in the meantime and also transferred
their assets. Now, the result has been
that at least Rs. 152 lakhs have been
collected, and in addition Rs. 93 lakhs
of other moneys have also been collect-
ed by the Government, in this short
period after the issue of the ordinance.
This is a very good record. The Com-
mission, in the course of seven or
eight years has reassessed tax of about
Rs. 8 crores. If in the course of a
month or two, as a result of this ordi-
nance, we have got even Rs. 93 lakhs
new money, and prevented Rs. 152
lakhs from being lost to the Ex-
chequer, I think we should congratu-
late the Government and ourselves. 1
hope no objections will be raised from
any corner of the House in regard to
this matter.

Now I come to the acid test for this
Bill. In all humility, as our objects
are the same, I would make a submis-
sion. Let us see whether the defects
which were in the original Act are
now being remedied and whether the
difficuities that arose in the way of
searches, in the way of assessment,
etc. are being met by this amend-
ment. The second point that we have
to see is whether the powers and
authority that were available under
that Act are being transferred to those
on whom the responsibilities will fall
under this amending Bill or not. I
hope that the House has accepted the
principle, whatever may be the deci-
sion of the Supreme Court,—I am not
concerned with it just now but I will
come to it later on—that as a result
of the cases referred to the Commission
up to the 31st December, 1947, if in-
vestigation shows that there were eva-
sions, the Commission can go into
those rases, report them to Govern-
ment and later on an assessment can
be made. We thought that in the
hurry at that time it might not have
been possible to place all the cases up-
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to 1947 and, therefore, this section
5(4) was there. The object was *hat
new connected cases, in which fresh
misdeeds came to light as a result of
the investigation, should be taken up.
Has that object been served? My com-
plaint is that the powers which the
Commission enjoyed, namely, of look-
ing into the accounts, and seizing
books etc. and requiring banks to
submit statement of accounts have
been taken away under this amend-
ing Bill. It may appear strange to
some who talk of individual liberty
and freedom and all the old nineteenth
century ideas of liberty, freedom, etc.,
but I want to tell them that those
days are gone and we have to see that
the poor man gets justicee, What is
the position? The Supreme Court has
objected about some discrimination
against a particular class of people. I
have seen the judgment and I am
really pained that such discrimination
should worry such eminent persons,
and not the discrimination that we see
every day before our eyes. What
about the discrimination that we poor
people suffer from? Our children are
not getting the same education as the
children of the rich people, people who
have blackmarketed. Their children
on the other hand get the best type of
education in public schools. And it is
not only Dbetter education that
they get, but they also get the
highest jobs because of the edu-
cational facilities that they have.
But it is not called discrimination.
Then again, even under the Sales Tax
Act, it is possible for the ordinary
sales tax officer, the lowest officer, t0
go and seize the books, check the
accounts, etc. That is allowed be-
cause it is the poor petty shopkeeper
that is affected and his number Iis
large, but nobody is worried about
him. I have not heard a champion of
the liberty and freedom of the
people talking about that. No law-
yer has thought of discrimination
in such cases and no jurist has talked’
of discrimination in such cases. Take
the excise officer in this very Finance
Department. If somebody tries to
evade excise duty, if he tries to cover
up anything which he will sell later
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on illegally and thus make money out
of it; the excise inspector can go and
search his premises, arrest him and
send him to jail. In that case it is all
right, but here because big people are
concerned, people worth crores of
rupees, you do not give the right of
search to your officers of the highest
rank even. Probably nobody from
our side is going to object to these
powers, We want more powers for
Government in such matters. But I
am sure some persons from the Op-
position will get up and say “It will
be very bad, you are encroaching up-
on the rights of individual freedom,
fundamental rights and so on.” No-
body remembers these fundamental
rights on other occasions, and in
cases of small men, but on this occa-
gion it will be quoted ad nauseam. So
I very humbly submit that these peo-
ple who have evaded even the ingen-
uity of the persons of the rank and
capabilities of the Investigation Com-
mission members, people who have set
at naught all the ingenuity of the Gov-
ernment, and have escaped tax on
money which was ill-gotten, which
was got out of black marketing have
escaped punishment already. Is not
their escape in this manner a discrimi-
nation against those of us who never
indulge in such things? I would very
strongly urge that Government should
at least keep this amending Bill on a
par with the original commission
which it seeks to replace and give full
powers to the officials concerned at
the highest level. That is very im-
portant.

A doubt has arisen in my mind and
it is this. I was rather happy about
one thing that under clause 2 of this
Bill, in sub-clause (1A) it is laid down
that it will be open to the income-tax
officer to go into all cases where the
assessment has been low or where a
low assessment has been made, in the
period 1939 to 1946. Under the
Income-tax Investigation Commission
Act, only cases which were referred to
up to the 31st December, 1947 could
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be taken up. To that extent I wel-
come this Bill, but the Statement of
Objects and Reasons seems to have
been obsessed too much by the special
problem arising out of the Supreme
Court's judgment where. it appears
that only those cases which were seis
ed of and reported by the Commission
will be looked into under this Bill. -
want the Finance Minister to state
categorically whether the phraseology
of the Bill empowers the Government
to open cases which were not referred,
by mistake, oversight or due to some
other reason, to the Investigation
Commission upto the 31st December,
1947. Will they also be taken cognis-
ance of under this Bill? I want to be
very clear on this point. The State-
ment of Objects and Reasons, as it is
worded, raises a doubt in my mind. I
shall be glad if it is made clear. Let
those people, whose names did not
appear in the list presented upto the
31st December, 1947, also know that
justice will be done and that they
shall not escape. Let their be no dis-
crimination in favour of such persons.

I was reading through some portions
of the Income-tax Investigation Com-~
mission’s reports and it was interest-
ing to see a number of cases in whick
ingenious devices have been adopted
for evading tax—under-invoicing,
etc.—and these evaders have swallow-
ed such enormous sums that even
Ravana with his numerous mouths
could not have accomplished.

On page 3 of the report of the Com-
mission for the year 1951, the follow-
ing passage is found:

“The investigation has also
brought home to the Commission
the conviction that evasion has
been practised on a large scale
during war-time when profits were
heavy and administration slack,
so that not only were profits made
in contravention of the existing
laws and regulations but they
were also saved from their liabi-
lity to tax so much so that the
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honest tax-payer had the very un-
fortunate and bitter experience of
seeing his unscrupulous and un-
social neighbour not only making
huge illegal profits but also get-
ting away with them without the
payment of legitimate tax.”

Please mark the following sentence.
“The activities of the Commission to
bring to book such profits had there-
fore the role of retributive justice.
The complaint heard from some asses-
sees whose cases had been referred to
it has been that their brethren who
bad practised the same thing had es-
caped scrutiny by reason of their
cases not being referred to the Com-
mission for investigation.” That was
their fear, grievance or whatever you
may call it. This so-called discrimina-
tion seems to have cropped up as a
result of the Supreme Court’s judg-
ment. It is in whose favour? Their
argument seems to be: there were
some who have escaped; therefore, let
others also escape. That is the result.
Instead of an honest man feeling that
all the other fellows who have escaped
should be punished or should be made
to discard their ill-gotten gains, the
dishonest man claims escape from
punishment because some other dis-
honest fellows have escaped. Some of
them were got hold of and the others
were not. Therefore, those who were
caught should not be proceeded with!
The logic, seems to be that because
some escaped others also should be
allowed to escape. That is an argu-
ment which I can never accept. I am
sorry to say so with due deference to
the judgment of the Supreme Court.

I very strongly urge that this am-
endment of the Act alone will not pro-
bably help us much. We shall have
to go to the root of the matter. This
question of discrimination has to be
clarified in our Constitution. It should
not be made use of against an honest
man and in favour of anti-social per-
sons: that should be checked. I would
very strongly urge the Government
and the House to see that the Consti-
tution which we all respect and we all
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bold in high esteem should -not be mis-
used by some dozens of dishonest per-
sons. If there is any lacuna—I be-
lieve there is a lacuna—because our
Supreme Court has ruled in such a
way—let us rectify it so that it will
be possible for the Government to
discriminate between a fair person
and an unfair person who cheats so-
ciety, who cheats the Government and
who cheats the masses. Even if it
amounts to discrimination, that is
justified. Something like that should
be done.

I have come across cases in the
Commission’s reports where goods had
been adulterated; where foodstuffs had
been adulterated. That is criminal
Such people should have been behind
the bars long ago. They have not only
been able to pass on these things to
the masses but they have also been
able to get away with the liability
which they owed to the State. It
should be seen to it that such persons
do not escape undcr such pretexts. I
am therefore for strengthening this
measure, as I earlier indicated, as
much as possible. Give more powers
to your authorities; give them to the
Central Board of Revenue if you can-
not give these powers to the lower
category of officials. Is it suggested
that the members of the Central Board
of Revenue are not honourable men
and cannot perform their duty efl-
ciently and honestly? You can entrust
certain powers to a high-power com-
mission. Give those same powers to
the Central Board of Revenue. See
that the Board can order for searches
of premises, get hold of books, and ask
the banks to furnish statements of
accounts. Many things can be dis-
covered by statements from the banks.
It is a very important matter. As a
matter of fact, I was sorry to note
that in one case some of the bank's
officials were parties to covering up
‘these things. That is very tragic.
One has only to go through these re-
ports of the Commission. Therefore,
I would earnestly urge that if tnere
are black sheep even amonp
bank officials let the Central Bward of
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Revenue have the power to search the
premises of banks, what to say of
merely demanding accounts, 1 am
perfectly willing to go that far. I feel
strongly about it. I find that people
who should have been behind the bars
are flourishing. That must be made
impossible,

1 have another point to make. I
“feel that there were cases which were
probably reported to the Central
Board of Revenue up to the 26th Jan-
uary, 1950. Up to that time, accord-
ing to the Supreme Court this Act is
quite all right; it is applicable. After
the 26th January, 1950 when the Con-
stitution came into force, there might
be cases where the Commission might
have completed its work and the
Central Board of Revenue might be
seized of the matter. What is going
{o be done in such cases if actual rea-
lisation orders were not issued or were
issued only after the 26th January,
1950? Naturally when the conclusions
of the Commission are received it takes

--some time for the orders to be brought
into effect.- Now persons govered by the
Commission’s report on those dates seem
to be escaping. I personally feel that
there can be no doubt that whatever
had been done by the Commission be-
fore 26th January, 1950 is even now
‘valid and such cases should be pro-
ceeded with. If there is any doubt, I
would urge the hon. Finance Minister
to clear up that matter if possible in
this very amending Bill. It is very essen-
tial. Why should such a category of
people escape under cover of a minor
technical point like this? Some thing
should be done about such cases and
the position must be clarified.

Among the numerous reform mea-
sures that our Congress Governments

" have taken during the last few yeasrs,
nothing has ‘been welcomed so much
- ag the abolition of zamindari or pro-
perty rights of various kinds, inter-
mediaries etc.~—all kinds of intermedia-
ries, I may say in land. We have all
welcomed them. The intermediaries
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have been expropriated and rightly
too. I want to know whether it is not
desirable that these business men,
these tax evaders at least should be ex-
propriated or should also meet the
fate of the zamindars. Why should
any sanctity be attached to any kind
of property. ' If zamindari property
has been dealt with at a particular
level and in a particular manner—
even land owners having more than
thirty bighas of land have had to go
—we welcome these measures; we

‘have worked  for it all our lives, for

the last thirty years......

An Hon. Member:
done it.

You have not

Mr. Speaker:
him proceed.

Order, order. ILet

Shri T. N. Singh: I want to know
whether Government will consider the
advisability of making a beginning at

‘least with such cases where people

with all their ill-gotten money have
escaped taxation and where it is dis-
covered that their earlier statements
were false. We have not even prose-
cuted them, even though we know that
they have been giving false statements
and have committed perjury, forgery
They have not been
brought before law courts. Will it not
be justice and fairplay that we make
a beginning by _expropriating these
people? I want to know whether Gov-
ernment will give their thought to this
matter and expropriate such people.
That is the only way to meet this
menace of tax dodgers, profiteers, for-
gers etc. Otherwise we will be just
bringing more and more measures and
these .pepple. will escane because they
have at their disposal talent, money
and everything.

Another thing that I want to urge
in this very connection is this I have
heard of very few cases of prosecu-
tions, because the Income-tax Investi-
gation Act provides that if a man

“makes disclosures for a settlement, he

shall not be punished for earlier
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false statements. That is the provi-
sion there. But when do they con-
fess? When they are cornered, at
the last minute, when they have no
other go. I want something to be done
right at this moment that those who
come with belated confessions should
be dealt with strongly and not treated
on a par with those who make a clean
breast of it at the beginning. After
all, why such indiscriminate kind of
discrimination between such people?
I would therefore urge the Finance
Minister to look into this point also.
} am not a lawyer. I am not also a
financier. I cannot suggest the actual
phrascology in which this should be
put. I would only convey my feelings
to the Government and the Finance
Minister in this matter and suggest
that some further amendment should
be brought in even at this late stage.
1 do not think anybody would object
1o that. By a common agreement
.something should be done to punish
such people.

I hope that the House will give
sstrong support to this Bill and, not
only that, but also that it will urge
‘Government to go still further so that
such persons may not escape any
more. i

Sardar Hukam Singh (Kapurthala-
Bhatinda): I am in entire agreement
with the objects of this Bill, and 1 sup-
port it wholeheartedly. I -also agree
that there was perfect justification
for this Ordinance as well and it was
timely promulgated. That Ordinance
is now sought to be replaced by this
Bill.

My friend who spoke just now has
taken exception to certain parts of
this Bill and has observed that it does
not go far enough. 1 entirely agree
with him so far as this question is
concerned that tax evaders should be
dealt with severely and any measures,
however stringent, might be adopted
because they deserve the severest
punishment,

But so far as this Bill is concerned
I differ from him. Because, the
Income-tax Investigation Act. which
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was enacted in 1947, was a special
measure and the object we then had
was that “it was expedient for pur-
puses of ascertaining whether the ac-
tual incidence of taxation on income
is or has been in recent years in ac-
cordance with the provisions of law.”
Big incomes had escaped assessment.
Time had run out, because during the
war people had amassed huge wealth
and it was thought that those persons
who had black-marketed, amassed
huge amounts of wealth, should not
escape the payment of tax. Therefore,
special provisions were made in that
Act and special authority was given
for that purpose.

My friend was quite right when he
said that certain extraordinary powers
that were given to that Commission
are not to be found here. But now
we are returning to normal law. This
is the amendment of the Income-tax
Act, not of the Income-tax Investiga-
tion Commission Act. What we are
providing here ‘is this. Under section
22 the Income-tax Officer is authorised
to issue a notice to the assessee who
he thinks, ought to pay some tax. And
because the total income that he has to

‘take into account is of the previous

year, and now 80 many years have run
out, it is being provided that the pre-
vious year would mean any of those
years during which war . lasted. We
are taking into account all that period
during which war raged and during
which those assessees' were not asses-
sed to income-tax. But we are return-
ing to normal times now. 1 the
income-tax law were to be applied,
the Income-tax Officer was entitled
only to take the income during the
previous year, as laid down in section
22 of the Act. That ‘previous year’

_has now been defined and taken to

mean “within the period beginning on
the 1st day of September, 1939, and
ending on the 31st day of March,
1946”.

My friend had those fears that the
cages that had not been referred to the
Income-tax Investigation Commission
might not be Investigated under this
measure. So far as I can see, the
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language is sufficiently wide. Of
eourse, those cases that were referred
to the Commission, form a separate
category and they have to be decided
upon by the Income-tax Investigation
Commission. But during the investi-
gation of those cases, if the Commis-
sion found that there were some others
which ought to have been investigated
but had not been referred by the Cen-
tral Government, they could take cog-
nizance of those cases and make a re-
port to the Central Government; and
it was obligatory on the Central Gov-
ernment to refer those cases also to
that Commission.

It is only the second category which
had not been originally referred by
the Central Government to the Com-
mission and which were made a report
on by the Commission to the Central
Government under section 5(4)
that this Bill brings to the
foree. And even then, so {far as
the language goes, I hope that this
would cover all the cases, and not only
those that were taken cognizance of
under section 5(4) which has now
been declared ultra vires because our
Supreme Court thought that there was
discrimination. There must have been
some individual citizens, others, per-
haps a larger number, that could not
be brought in, that had the same am-
ount of income which could be asses-
sed on the same principles. But they
escaped assessment because the Cen-
tral Government did not get a report
from the Investigation Commission.

So far as I can make out, all cases
would be covered which come “within
the period beginning on the 1lst day
of September, 1939 and ending on the
81st day of March 1946”, whether the
Investigation Commission had made a
report under section 5(4) or not.
Therefore 1 think there ought not to
be any fears as regards those cases,
because ‘“previous year” which pre-
cluded the income-tax authorities from
taking cognizance of periods during
which those incomes had accrued,
would naw include all this period. I
think this is a wholesome measure and
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would include all incomes that had ac-
crued during this period, and we neec
not have any fear on that account.

The second point is as regards ihe
proposed sub-section (1A) (ii) which
refers to “the income, profits or gains
which have so escaped assessment for
any such year or years amount, or
are likely to amount, to one lakh of
rupees or more”. Here I should have
expected the Finance Minister to have
given us some indication about ihe
cases under section 5(iv). Whether
most of them have incomes of more
than one lakh of rupees and if not
all of them, what percentage out of
them? That information would have
been very useful and I fail to under-
stand how this limit of one lakh of
rupees or more has been fixed. Of
course, the reason given is that at
this time it is not fair to harass small
income groups. That is the objective.
But if really they have made it, should
there be still clemency or mercy on
our part that they should be now ual-
lowed to go scot-free? I agree with
my hon'ble friend. Would that again
be not just discrimination as the ob-
ject was to tax them according to law
as it existed and they have not declar-
ed themselves to be 80 assessable? Is
it not fair, now that we are making
this Act, that all those persons, who
have not paid and who ought to have
paid, ought to be brought in now when
the old Act is being amended? It is
an ordinary law. Of course we are
not bringing in those extraordinary
powers that we gave to the Income-
Tax Investigation Commission as was
complained by my friend, but when
we are reverting to our ordinary law,
is there any justification that even in
this several persons with incomes of
Rs. 99,000 should go away? As rve-
gards Rs. 50,000......

Shri T. N. Singh: May I ask one
question? The hon'ble member was
also in the Constituent Assembly.

Mr. Speaker: He can ask the ques-
tion through the Chair.
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Shri T. N, Singh: May I ask it then
through you, Sir? The hon'ble mem-
ber was there in the Constituent
Assembly when this Bill was passed,
and the words ‘substantial sum’' were
mentioned. Was any objection taken
by anybody including the hon'ble
member speaking, at that time about
the words ‘substantial sum’?

Sardar Hukam Singh: The answer
is that I was not a member of the
Constituent Assembly then. Secondly,
Sir, if that was an extraordinary
measure which could be put in, it was
for a substantial sum. I am stressing
that point. Now we are reverting to
the normal law. That is the distinc-
tion. Therefore, I am justified in ask-
ing that now we should not stick to
the same figure for only those tax-
evaders who have cheated us of im-
mense amounts. We can bring in
others also. That is the point that I
am stressing at present.

Then again, the second point is
about the settlement that has been in-
corporated in this Bill. I also agree
with my hon’ble friend that only in
such cases settlement should be allow-
ed who come out with a clean breast.
In the beginning some time might be
allowed. There have been complaints
as was observed yesterday as well.
There were settlements. There were
perhaps not desirable settlements that
we had. There was a cry in the
country. Some questions were also put
and some people have certain grounds
against the way in which that was
done. Therefore it is necessary that
now if settlements are to be made at
least there should be instructions,
though by executive authority that
only those persons who disclose the
truth in the beginning—or a small
period might be given—should be al-
lowed to have those settlements If
they want to escape with those settle-
ments, otherwise all those person who
ultimately get discovered about their
incomes, must be treated equally and
with sufficient penalties. That is all
that I have to say.
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Shri C. C. Shah: This Bill has be-
come ' necessary on account of the
judgment of the Supreme Court in-
validating a part of the Act of the In-
vestigation Commission. This is the
absolute minimum which the Gov-
ernment can do and should do
to remedy the position that has arisen.
out of that judgment. But it will be
my submission that this remedy is
not enough and will not meet all the
consequences that flow from the judg-
ment of the Supreme Court. The
Investigation Commission Act was
passed under special circumstances to
meet with a special situation and that
Act has two objects in view and that
is what we should bear in mind. Its
larger and wider object was to in-
quire whether the existing machinery
of law is enough to prevent evasion of
tax and if it has not, to suggest ways
and means by which such evasion can
be stopped? That is the wider object.
The second object was to investigate
into particular cases of evasion which
the Government may report to the
Commission. Now it is the first part,
namely, the wider object with which
we have not dealt with so far
and I will presently come to it. We
are dealing at present only with the
second part of that object and that too
a smaller part of it. Now as regards
the cases which could be referred
to the Commission, there were two
kinds, namely, one in which the Go-
vernment prima facie thought that
there has been substantial or large-
scale evasion and the Government re-
ferred those cases to the Commission
for investigation and the second part
was that while during the course of
investigating those cases, the Com-
mission found any other evasion by
persons other than those whose cases
have been referred to by the Gov-
ernment. the Commission can make
a report to the Government on which
the Government again refer those
cases to the Commission. Now the
Supreme Court has held that the
provision relating to the second
class of cases, which were referred to
the Commission on a report by the
Commission, was invalid and this
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amending Bfll is brought to remedy
that situation only, but, as I will pre-
sently point out this Bill as it stands
covers not only the cases which vere
referred to the Commission on a
reference by the Commission, namely,
under section 5(4) of that Act but it
will also cover cases which the Gov-
ernment could have referred to the
Commission under section 5(1). The
Bill, as it stands, is wide enough to
cover both kinds of cases. Now there
is already a petition pending before
the Supreme Court by an assessee,
whose case has been referred under
section 5(1), that even section 5(1)
# invalidl or void and unconstitu-
tional, By its judgment, which the
Supreme Court has given cn section
8(4), the Supreme Court has declined
to express any opinion on section 5(1).
But there are enough indicatious
found in that judgment which appear
to show that even section 5(1) is in-
valid.  And in the petition which is
1ow pending, probably the judgment
of the Supreme Court may be that
even the cases referred by the Gov-
.ernment under section 5(1) are out-
side the powers of the Commission
.and I do not want to express any dog-
matic opinion about it. But I take
the view that this Act will furnish an
added ground for declaring scetion
.5(1) also to be invalid.

Shri Gadgil (Poona-Central): It is
sub judice,

Shri C. C. Shah: That 1s why 1 am
.only expressing an opinion.

Shri Gadgil: Let us not refer to it.

Shri C. C. Shah: 1 am only 1efer-
ring to the effect which this Act will
have upon that Petition. I therefore
presume thatt in  drafting this Bill,
probably .the view has been taken
that even if section 5(1) is declared
to be invalid. this Bill will cover
even those cases which are referred
by the ‘Government under section 5
(1). I believe it does.

Then, if we think that the object of
.bhis amendment is to take the work
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of the Commission and entrust jt to
the Income-tax Officers under the
Income-tax Act. will it carry out that
object? My submission is that even
though there may be some whn will
say that these provisions are drastic
and so on, probably it will not carry
out that object effectively. Under
the Income-tax Investigation <Com-
mission Act., the Commission has been
given wide .and somewhat drastic
powers of investigation and the flnd-
ings of the Commission are made
final in the sense that there can be
no appeal from its flndings even to
the High Court or Supreme  Court.
Now, all. those powers of investigation
.which were given t{o the Commission
in sections 6 and 7 of that Act do not
appear in this Bill. Therefore. in the
absence of those powers, the Income-
tax officer can do little to catch those
who have evaded the tax on a very
large scale. Even with these very
wide powers, the Commission could
do comparatively little. We can
imagine what the I.T.O. will be able
to do in the absence of these powers.

Secondly, as pointed out, the find-
ings of the Commission on facts were
final. The findings of the Income-tax
Officer will be subject to appeal to

the Commissipner, the Income-tax
Appellate Tribunal, the High Court
and the Supreme Court. With all

these things, I am afraid,—though I
do not see what else can be done by
the Government,—

An Hon. Member: Why not?

Shri C. C. Shah: i will presently
point out what can be done. This is
the least or minimum that the Gov-
ernment can do. Government
appears to take the view, considering

- the second proviso on page 2 of this
Bil], that the work of the Income-tax
Investigation Commission; in sp far
as it concerns section 5 should be, so
to say, wound up by 31st March 1956.
-That appears 10 be the view of the
That is to say, no rew
notice shall be issued by the Income-
tax Officer after that period. Pre-
sumably, that is a reasonable view to
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take. Because, ten years would have
lapsed by that time since the close of
the war and it may not be right to
continue -investigation any  further
under this law. Probably that is the
view which the Government takes.
No doubt, there has been large-scale
tax evasion. But, considering that
little can be done now, probably, it
‘may be wise to say, let us wind ... up
‘this part of the work. Thut refers

only to the period between 1st
September, 1939 to 31st March ‘1946
and also in rvespect of only those

cases where the evasion has been sub-
stantial. That is what I wanted to
point out to my hon. friend Sardar
Hukam Singh. That is not a normal
machinery. He seems to be labour-
ing under the misapprehension that
‘this is a normal machinery. This is
not a normal machinery. This is an
abnormal machinery created for a
‘particular purpose which comes to
an end by 31st March, 1956. It is
also intended to limit its activities to
a particular period and to the classes
of people therein mentioned, namely,
‘those who have substantially evaded
the tax.

Shri Gadgil: They are normal row.
Tax evasion is normal.

Shri C, C. Shah: I will coméj. to the
Mr. Speaker: Order, order.

second part now. Under section 34,
the normal machinery is, where there
has bheen an evasion by an assessee.
re-opened

the assessment can be -

within eight years. Where the In-
.come-tax Officer himself gets in-
formation of evasion, it can be re-
-opened within four years. That s

the normal machinery. That normal

" imachinery -has failed' and in' spite of

that machinery, there has been a
‘large-scale evasion. ' That is where
T come to the second part of the work
of the Income-tax Investigation Com-
mission which, I said, 1is the wider
object. The Income-tax Investigation
Commission has already made a re-
port in 1951 suggesting radical
changes in the Income-tax Act. to
plug the loopholes. It is my grievance
that action has not been taken so far
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by the Government on the recom-
mendation made by that Com-
mission to stop large-scale evasion.

After all, we cannot go on with an
abnormal machinery created under a
particular Act, Government intreduc-
ed a Bill suggesting extensive amend-
ments in the Income-tax Act, but that
Bill was withdrawn,

" The Deputy Minister of Finance
(Shri M. C. Shah): It lapsed.

Shri C. C. Shah: I say, apart from
particular cases with which Govern-
ment shall deal in their own way,
however much we may make pro-
visions, in spite of all powers, some
kind of evasion is bound to remain.
We must now create a machinery
which will stop that kind of evasion
permanently. Therefore, 1 would
urge upon the Government to take
immediate steps on the recommend.
ations of the Income-tax Investigation
Commission and undertake a large-
scale revision of the Income-tax Act
as they have undertaken a revision of
the Company law. The same  pro-
blems as we found in the Company
law we are now having in the Income-
tax Law. We are now having a
‘Company law which is intended to
plug the: loopholes<—one does not know
to what extent it will be able to do—
found in the administration. The
Income-tax Act was passed in 1922.
It has been overlaid with amend-

. ments-and it is onme of the clumeiest

Acts which a legislature has to deal
with, which a court of law or a law-
yer or a layman or an assessee has to
deal with. It is time that we not
only simplity that law, if we can, but
-also make these amendments which
were absolutely necessary by reason
of these things.

There is one more observation
which I wish to make. By reason of
the invalidity of sub-section (4) of
section 5. the hon. Minister told ua
that there were in all 369 cases which

were referred under sub-section
(4), out of which twenty-six were
disposed of before......

Shri M. C. Shah: ‘There was oune

mistake. It was 32. I am - =rorry.
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Sbhri C, C. Shah: Thirty-two were
disposed before 26th January 1950. In
224 cases there were either settle-
ments or reports. This is what the
hon. Minister said “Excepting these
26—now  32—cases, judgment or
settlement or whatever it may be in
respect of the other cases became
valid and unenforceable” Do 1
understand that even when settle-
ments were made in respect of these
cases referred to under section 5 (4).
the settlements have become unen-
forceable? I am afraid that that 1s
not the position. Because, under the
section empowering settlement, I8
provides that once a settlement has
been made, it shall not be called in
Question in any court of law and it is
final. The invalidity of sub-section
(4). I believe, will not affect this
settlement. The total amount in-
volved in these cases was Rs. §°81
crores. out of which Rs. 2:'42 crores
bhave already been collected, out of
these settlements. It does not mean
that Government is called upon to
refund this amount or return this
amount.

I shall now deal with one or two
amendments which have been given
potice of very briefly. One amend-
ment is that instead of a limit of
Rs. 100,000, we should have a limit
of Rs. 10.000. That amendment, as J
said, overlooks two things. One is
shat the ordinary machinery is there
under section 34, if there has been
any small evasion up to Rs. 10.000 or
Rs. 25,000 or Rs. 50,000. This amount
of Rs. 100,000 is not the amount of
the tax evaded, but the amount of
income on which the ¢ax has been
evaded. There is a difference bet-
ween the two.

12 Noow

Shri Gadgil: What about the income
less than Rs. 1 lakh received durine
this period?

Shri C. C. Shah: If those cases have
not been reopened or cannot %e re-
opened under secction 34. then they
escape assessment. That is  true.
Now, the point is, under section 34
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we have provided a period for re-
opening such assessments to .atch
any evasion, viz., four years and eight
years. Well, it is the ordinary period
provided and is reasonable. Now, to
reopen all assessments even though
more than fifteen years have lapsed—
probably, that will not be fair to the

. assessees or to the general public, and

that is why the Government have
advisedly, I submit, kept the limit at
Rs. 1 lakh.

The second and the more important
amendment is one which seeks to
delete lines 19 to 41 of page 2. That is
an amendment which seeks to delete
clauses (1B), (1C) and (1D) of this
Bill which relate to settlement. I do
not know whether it is intended thag
the Government should have no
power to settle these cases, or that
the Government should not be given
the anthority to settla these cases.
Let us realise that these are extra-
ordinary cases to a certain extent. If
an assessee offers settlement and the
Government considers the settlement
to be fair and reasonable, is it intend-
ed that in spite of that we should have
no settlement at all? In fact. I con-
sider this power of settlement to be
more beneficlal both to the assessee
and to the Government than the
power of investigation itself, because,
as I said, even with all the powers
which the Income-tax Investigation
Commission had under the Income-tax
Investigation Act, they could find
comparatively littlee What is it the
Income-tax officer will be able to
find without those powers? If, under
those circumstances, assessees
voluntarily offer settlements which
awbhhh. 1 think it is pre-
eminently a case which should be
encouraged, and I would urge that
the Government should try its best
to arrive at as many settlements as
possible, so that we can wind up at
least this, what one may call an ex-
traordinary period of these seven
years when large-scale evasion took
place, and we should go to the
ordinary machinery with all the
amendments which I suggested.
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Shri T. 8. A. Chettiar (Tiruppur):
Sir, when we were discussing the Estate
Duty Bill, one of the hon. Members
on that side said that as far as rich
people are concerned, they can engace
&ood lawyers, fight out and escape this
law. I am only talking for the poor
people.

I see as time goes on how true it
is. I know a large number of cases
where people have voluntarily dis-
closed. Even they are further troubl-
&d. But the very rich ones. the very
big ones who can engage the biggest
lawyers and go to the Supreme Court,
they seem to find that it serves them
to go to the Supreme Court.

I am not a practising lawyer angd I
do not know much of law, but 1 have
heard that the Calcutta lawyers say
that this Bill will give them a handle
to upset section 5 (1), and if that is
so, it is a very bad reflection.

Shri N. C. Chatterjee (Hoogly):
Who is the Calcutta lawyer? ‘ve have
never heard of it.

Mr. Speaker: It is no use mention-
ing names.

Shri N. C. Chatterjee: Why men.
tion Calcutta?

Shri Gadgll: There are too many
there.

Shri T, S. A. Chettiar: There are
tov many there, and I suppose he who
is angry with me in the House mayv
not be angry with me outside the
House.

I do not want to deal with it on
the legal ground because I do not
know enough law to deal with it on
the legal ground. But I think in the
plethora of legislation we are bring-
ing out day in and day out, there are
qQuite a large number of cases which
go to the Supreme Court and get up-
set. We not only lose those cases
themselves, but we lose the morale,
The common man who has faith in
Government and legislatures finds
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that the smaller man pays but the
bigger man escapes by going to court.
It is a premium placed on dishones-
ty—on large-scale dishonesty, not on
small-scale dishonesty. A small man
must be honest, but a bigger raan
who is dishonest on a larger scale feels
he can go scot-free. And that I say
is not a good condition of affairs in
any country. And it 8 a reflection
on the legal equipment that we have
in this Government also. Where are
those legal experts of the Govern-
ment who can go into these matters
and foresee things and onhjections
which can be foreseen? That 1s the
job of our legal department, and 1 say
that such things should not be too
many in future.

Now. let me come to a few clauses.
There are two matters which I would
like {0 mention. Under clause (1A)
(lf) we find the followaing:

“that the income. profits or
gains which have 80 escaped
assessment for any such yvear or
years amount, or are likely to
amount, {o one lakh of rupees or

more;®,

I do not see why we should fix such
a large amount as one lakh of rupees,
I readily understand the point inade—
I understood it only that way—that
it refers to the income of Rs. 1 'akh.
and not tax of Rs. 1 lakh. 1 agree.
But the income of Rs. 1 lakh in this
country is a large amount. Out of
about ten lakhs of assessees that we
have in this country, the number of
people who have incomes of Rs. 1
lakh will be very small. The people
who are above Rs. 3,600 and ahove
Rs. 10,000 or Rs. 15,000 are by far the
largest number, and they are harassed,
and if the people who get an income
of Rs, 1 lakh are to be left scot-free,
I do not think it is proper to do at
all. In a poor country like this where
the standard of income is so Jow, 1
do not see there is any reason to fix
this big amount of Rs. 1 lakh us ex-
emption limit under (1A) (ii).
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Secondly, I would like to know vihat
happens to the cases that have been
initiated already? Are they being
brought under (IA) (i), or does it
refer only to new cases? That is a
thing which I would like to be clari-
fled.

Then, I come to (1B), (1C), and
(1D). 1 entirely agree that the habit
and tendency to come to settlement
and the ability of the Government
department to accept settlements on
the basis which they think is fit for
the State is something which is given
and must be provided for in this law.
But I want to ask you one question.
If somebody pays under a settlement,
but later on if section 5 (1) is also
upset, then the cases of those people
who come under settlement cannot
be reopened, because they have agieed
they have to pay, and that payment
is made on agreement, and whatever
is paid on agreement cannot be rc.
opened. In the present climate of
this country and the circumstances
under which this Bill is being brought
forward and we have a legal opi-
nion from Mr, C. C. Shah who knows
something about law that this lends
a handle for upsetting section 5(1)—
I think there are many people who
want to come to a settlement, but they
will not like to come to a settiement
because those who come to a seitle-
ment will suffer. and those who do
not come to a settlement may escape.
After all, man lives on hopes. While
1 approve of the provision in (1B),
(1C) and (1D), I am afraid that the
big fellows who would like to come
to a setilement, even they will pre
vent themselves from coming to a
settlement because of the doubts
thrown on the validity of this very
Bill.

One other matier 1 would like to
suggest—and that is a matter which
has been referred to by the previous
speaker—and it i this, I have heard
it sald that the income-tax collected
s only about half the amount of
what is due to the Government. What
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is meant is that nearly half the
amount gets escaped, is evaded. Tax
evasion is being practised to & very
large extent in this country. Many’
of them are legal evasions a1s some-
body puts it. It has been pointed cut.
that one of the objectives of thc.
appointment of the Investigation Com-
mission was to suggest ways and:
means whereby these loopholes cuuld
be plugged. I would like to know"
what steps have been taken in  this-
direction. As far as we know, and.’
it has been clearly pointed cut by
previous speakers. no steps have beeu
taken in this direcivion at all We-
want that every man who has to pay-
tax to the Government must pay.
We know how much we need monev:
in this country for our social services,.
for our industrial development. Eve:
today we have to depend on foreinn.
resources for our planning. It is up-
to us to collect every pie that is due
to the State, especially because today
we are 80 poor and the ordinary level
of income in this country is so low.
1 do not call the ordinary income-tax
payer a rich man, but certainly he is
above the ordinary man in this
country—especially those people who
pay large amount of income-tax und
those people who evade. I do nat
mind even raising the minimurn tux-
able limit, but I am very particular
that those large income people whe
professionally day in and day . ut
have more than one account, practise:
evasion and resort to law in order ter
help them to evade. must be booked
and booked strictly. I would like to.
know what is being done in ‘his
matter. As suggested by the pre-
vious speaker, I would also like to
suggest that the most stringent
measures should be adopted in ihe
matter of plugging the various ways
in which evasions could be done, and
the needful must be done¢ for this
purpose.

One other matter to which I would
like to refer is in regard to certaln
cases of voluntary disclosure. You
know that an appeal was made fcr
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voluntary disclosure of incomes, ana
there was a response for {it. There
were many cases where, I know,
certain friends of mine, out of a sense
of public duty, thought that they must
voluntarily disclose their incomes,
and they did disclose their incomes.
But their cases have been peunding for
many many years, and even today
no settlement has been arrived at in
regard to those cases. It seems as if
the people who want to co-operate with
Government in this matter are punish-
ed more than the people who have the
confidence to evade, and who can
engage big lawyers and go 'o the
courts, and even go to the Supreme
Court. There are not many people
who can think of going to the
Supreme Court: there are verv few
who can think of going to the
Supreme Court. It is only the clever
men and the big moneyed people who
can think of these things. It is
against those people that the law
must be stringent, because it means
a large amount of revenue coming to
the Exchequer. But it is those very
‘people that are escaping.

I would like (o say here that here-
after the law ‘hat we bring must be
foolproof, and more than that, it must
be knave-proof. But that has not
been done in the past. Further. we
must be sympathetic as far as pcssi-
ble to the lower income groups, while
we must be very strict with the
higher income groups—I would, there-
fore, suggest that Government should
take into immediate consideration
the introduction of a Bill to amend the
Income-tax Act, in such a manner
that the evasions could be pluged
completely.

Pandit Thakur Das Bhargava: I
am rather sorry that I have to
strike a discordant note. 1 have
heard many Members on this point,
and I appreciate the feelings of those
who want a change in the law. All
the same, I have to submit before
you the history of the entire case,
how the whole thing has developed,

Row the circumstances in the country.

kave changed, and whether a change
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in the normal law of the land is
justified or not.

I look at the question from only
one stand point, and that is whether
it is just to change section 34 of the
Indian Income-tax Act. 1 have gone
through the judgment of the Supreme
Court, and I take a personal pride in
the fact that I found almost all the
arguments, which have been adduced
by the Supreme Court, in the
speeches that I made in this House—
all the arguments excepting one
which could not be taken at that
time, because the Constitution had
not been passed. I could not refer
to article 14 of the Constitution at.
that time. Apart from this, I find
that every single argument that
has been adopted by the Supreme
Court was given in the speeches that
I made in this House. Even in re-
gard to this matter, namely, thai the
words ‘substantial evasion’ were
there in scction 5 (4), but not in
section 5 (1), the argument was
given by me at that time.

I opposed in 1847 the Bill which
was brought for the purpose of
Constituting income-tax investigation
Commission. It was on this account
that I submitted then that the powers
sought to be conferred on the Income-
tax Investigation Commission were
not enough. That Commission was
in the nature of a divani-adalat, and
I said then that it would fail and
that under such an Act, the Com-
mission would not be able to
achieve the object Government
had in ' view. To my satisfac-
tion, I found the very next year that
Government brought in another Bill
in which more powers were sought to
be given on the lines I had indicated
in 1947. 1 then said that it was per-
fectly right to give these powers, if
you meant business, and they would
be able to achieve something. But
the nature of the powers and the
exercise of those powers were such
that I apprehended that in time to
come, these powers which were given
for a special purpose would be sought.
to be ploughed back in the ordinary
law of the land, and I was very much-
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afraid that the ordinary law of the
land would be worsened.

(MR. DEPUTY-SPEAKER in the Chair)

At that time, I had the misfortune
.of differing from many of my friends,
including your good self. I submit-
-ted then that this Act will not only
‘be bad, but it was sure to wound
us vitally, so far as our normal law
was concerned, and I see the evi-
dence of that today.

When I heard my hon. friend Shri
“P. N. Singh, for whom I have the
greatest admiration, as he looks at
all these questions from a radical
-standpoint, and from the point of
view of the poor,—when I found him
advocating that the normal law of
‘the land should be changed, and that
all those drastic powers which were
given to the Income-tax Investiga-
‘tion Commission in the year 1948
.should become a part of the normal
law of this land, it took my breath
away. If this Act only took into
.consideration those cases in which it
was proved that evasion had taken
place, I would have been most glad not
only to support this Act but even to
-support a more drastic Act. I am as
much against blackmarketeers, pro-
‘fiteers and those who evade tax, as
any other person in this House. At
‘the same time, I feel that all these
drastic powers which were necessary
and good for catching tax-dodgers are
-extremely bad, if they are used against
‘the normal assessee. After all, let us
examine the equities of the case.

fhri T. N. Singh: How is this going
to affect the normal assessee?

Pandit Thakur Das Bhargava: If my
‘hon. friend has seen through this Bill,
he will find that it only means this.
If this one lakh provision is taken
away; all the assessees in the land will
be liable under section 34 not only for
four or eight years, but for sixteen
“years.

) T. N. Singh: But it is only up
1o 1966.

Pandit Thakur Das Bhargava: True,
the powers are given only up to 1956
in this Bill. But they will be repeated

18 SEPTEMBER 1854

(Amendment) Bill 2346

in future. The powers are always
taken in this way. First of all, the
Income-tax Investigation Commission
Bill came, and when those powers
were given, we said, all right, for such
purposes as catching the tax-evader,
you may take any powers you like and
then the periods were extended year
after year., Now, my hon. friend
argues that all these powers of assess-
ment etc. should be given under the
ordinary law to the income-tax officer.
This is my fear.

This Bill also, as I was just submit-
ting, is not a mild measure, as my
hon. friend thinks. Of course, so far
as tax evasion is concerned, I am at
one with him that in the case of all
such persons as have taken undue
advantage, this may be made more
drastic, and they may be caught by
any means, but at the same time, I
am alive to the fact that by giving
these powers, you put the liberties of
the ordinary man also into jeopardy.
I do not like it.

What happened then was this. I
submitted this also in my speeches in
1948 and 1949—I do not want to read
them, because thot will be nothing but
self-praise. In the year 1947, when
Shri Liaqat Ali Khan brought in this
Bill, and brought in these proposals,
some of us said that they were like
borab-shells to the commercial world.
At the same time, it must be said also
that the people felt that there was so
much of tax evasion in those years
that everybody was of the view that
it was wrong to allow these profiteers
to go scot-free. What happened then?
It was not that man who profiteered
could be pursued as the cream of
the profit was taken by the Govern-
ment officials. All those Englishmen
who were there, and who were, 1
should say, very honest during the
years of the First World War, became
all dishonest in the Second World War.
And we know that the Government
officers took the cream of the profit.
They were all bribed, and they got
away with the profits either to Eng-

land or some other place, and they
were never taxed.
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Mr. Deputy-Speaker: Why not per-
mit the balance to go into the coffers
of Government now?

Pandit Thakur Das Bhargava: I am
coming to that. You are only hasten-
ing me to that argument. This was
your argument then also. I remember
you were pleased to think then that
about one hundred millions of rupees
would be recovered, but I submitted
that even if five or six million rupees
were recovered, I would be most
happy. I know your solicitude for
the Treasury. My solicitude is the
same. I am also of the same view.

Mr. Deputy-Speaker: I am afraid
the hon. Member has npt understood
my remark in good humour. I said
the cream was taken away by the
foreign Government. Let the milk be
taken away by another Government.

Pandit Thakur Das Bhargava: I am
coming to that. My solicitude is the
same. I want that the Treasury of
this Government must be full. Other-
wise, where is the sense in asking
them to open schools, hospitals and all
those things that are being done under
the Five Year Plan etc.? Unless the
Treasury is full, we are nowhere. At
the same time, I do not want that the
Treasury may be full by any means
except the lawful, except the legiti-
mate means, except such means as are
known to law. Now, a person can
afford to be even tyrannical towards
murderers, tax evaders etc. etc. but
that will not be just. The measure of
the goodness of my rules and my laws
is that I give the worst criminal the
best treatment and the best procedure.
So far as the law of the land is con-
cerned, so far as the normal law is
concerned, I want to make it foolproof.
I want that the law should be applied
to all equally, whether it is a mur-
derer or only an offender under sec-
gon 323 of the IPC.

Now, the cream is taken away.
What happened to the milk?

Shrl T. N. Singh: What about the
ghee?

Shri Gadgil: Only water is left!
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Pandit Thakur Das Bhargava: Ghee
has become vanaspati. So far as milk
is concermed, I am coming to that.
During the years 1939—45, quring thote
gix years, and when this Act was in
the offing, between 1947 and 1948,
people turned that milk into some-
thing else. They turned it into dia-
monds worth Rs. 2000 per tola and
buried it under the ground. Some of
them got gold and silver. Many of
them themselves were speculators.
Many of them turned turtle and lost
all the fortunes they had got. After
16 years, you want to disgorge them
of what they have got. Is it just, is
it fair? The circumstances of many
of these people have changed; those
who were millionaires have become
paupers now.

Shri Gadgil: Very happy.

Pandit Thakur Das Bhargava: If
you are happy, then you are blessed
with your happiness. Do not trouble
them any further,

Shri Gadgil: Get whatever is left

Pandit Thakur Das Bhargava: If
they are paupers, there is nothing that
is left. Then why are you after them?

Shri Gadgil: They must have trans-
ferred it to their relatives.

Pandit Thakur Das Bhargava: At
the same time, it is not my purpose to
advocate the cause of those who have
evaded tax and did not give to the
Government their due. I cannot, and
I do not, stand for them, and there is
no intention on my part to say a good
word for them. All the same, who is
responsible for this state of affairs?
Was not the Government in power
then? I know our Government was
not in power. From 1939 to 1947, an-
other Government was in power,
which was encouraging them to do all
this black-marketing etc. I know
what I am saying. I know the value
of my words. I am stating it in all
seriousness. I have stated this before;
this is not the first time that I am
saying it. Now, what happened? All the
murderers, all prisoners who were
sentenced to transportation for life,
almost all, if not many of them, were
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let off in 1947—on the 15th August
1947—because we achieved our free-
dom and all their faults were par-
doned to an extent. What happened
to these tax-evaders? An Act was
passed, which was absolutely in-
nocuous, in 1947. In 1948, another Act
was passed which tightened the grip
against them to a certain extent. I
was glad that the original date was
changed from 31st December to 30th
June 1958. Government have refer-
red the cases of some people to the
Investigation Commission. So far so
good. In régard to section 5(4), it was
a very unjust thing. I pointed that
out at that time, that it was not fair,
that the very authority which found
out that a cerain party had committed
a crime should be authorised to collect
evidence against the tax evasion by
the assessee and then report to the
Government. So far so good, nothing
wrong. But when that very authority
was invested with powers to proceed
against that man and decide his fate,
that was not fair. I suggested then
that you might have another Commis-
sion to assess the cases of such people
against whom a particular Commission
had reported. You appoint another
tribunal to go into that question, to
see that that person disgorged all that
he has got. Unfortunately, it was not
accepted then. The Supreme Court
has on that basis, and other bases,
just held that section 5(4) was not
good law. About section 5(1), they
did not express any opinion. I do not
know what is going to happen about
section 5(1) subsequently. Anyhow,
now really we were concerned with
cases in which, according to the Sup-
reme Court, our case was not good so
far as this Commission was concerned.
In regard to those cases, such cases as
were bad, if the evasion took place
within eight years then they could
certainly be roped in under section 34.
According to section 34, if the assessee
is at fault, if there is an error or omis-
sion on his part, if there is a failure
on his part to disclose what he ought
to have disclosed and to give good re-
turns, he is liable to the department
within those eight years. If the

18 SEPTEMBER 1954

(Amendment) Bill 2350

assessee was not responsible, then the
income-tax people have got four years
in which they can reopen the case.

Now, my complaint is—my comp-
laint was and shall ever be—that the
income-tax law of my country invests
the Income-tax Department with very
plenary powers, with very good
powers and if the Department is vigi-
lant, they can rope in a person who
fails to obey the law. If a person

‘does not give a good return, he can be

proceeded against; if a person does not
disclose what he has to disclose, he
can be proceeded against criminally.
If a person on being asked, does not
make good discovery, a right dis-
covery, he can be proceeded against.
If he gives a wrong return, he can be
proceeded against criminally. My

. submission is that these powers have

never been used.

Now, in 1948, when this Act was
being amended, I posed the same ques-
tion, and very respectfully I submit the
same question for the consideration of
the Income-tax Department. In how
many cases, have you proceeded cri-
minally against those assessees who
offended against the ordinary law of
the land? A reply was not given and
I think it will not be given. The In-
come-tax Officer has to be, at the same
time, not very strict in his Depart-
ment. He has to deal with people and
he also becomes mild to a certain ex-
tent. He has both to be strict and to
be considerate. That is the difficulty.
At the same time, if the law were
rightly enforced, I am dead certain
that no need for such a Commission
would have arisen. I stated then, and
I am stating it, now; if instead of
playing with the ordinary law of the
land, the powers given under the
Income-tax Act were sufficiently used,
in the right manner, my claim is that
you need not have recourse to drastic
methods. Is it not true that many of
the Income-tax Officers of the Depart-
ment itself were corrupt and they
would not proceed themselves against
these people? Unfortunately, this is
also correct to a certain extent. Now,
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times have changed and today my
estimate is that our income-tax officers
are more honest than before. Now in
course of time, we shall see a change
in the Income-tax Department. All
the same, I know that in those days
income-tax officers were also corrupt.
They also took some part of that milk.

Shri Morarka (Ganganagar-Jhun-
jhunu): Mr. T. N. Singh has gone!

Pandit Thakur Das Bhargava: If
the whole fault is due to the Depart-
ment itself, to the non-vigilance of the
Department, to the non-use of the
powers vested in the Department, then
I humbly ask, who is at fault? Why
do you tamper with the ordinary
law of the land to meet a position
which is of your own creation? I
would respectfully ask, what has hap-
pened during all these years after
1948? Has not the Income-tax De-
partment been proceeding normally
and has it not got many cases under
section 34?7 It has.

Now the present law is not directed
against those persons only who are
proceeded against under section 5(4),
whereas the complaint of Mr. T. N.
Singh is that other persons are not
included in the Bill. As I read it,
every person is included in this Bill.
‘This Bill shall apply to all people.
Even such people against whom the
income-tax people did not proceed
under section §(4), will come under it.
I know that the Income-tax Depart-
ment has, in its solicitude for us,
poorer people, enacted a provision
“that the income, profits or gains
which have so escaped assessment for
any such year or years amount, or
are likely to amount, to one lakh of
rupees or more". This is a sort of
sop to us, that we may proceed against
all other people whose incomes were
more than Rs. 1 lakh.

Shri M. C. Shah: Evaded income.

Pandit Thakur Das Bhargava: Quite
r.ight. I ask, is this not discrimina-
tion. If I committed a fault and if my
brother who had more income than
myself committed a fault, are we not
An the same boat? This is a question
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of pure and simple discrimination and
it is a sop to the Members of Parlia-
ment to agree to the Bill.

An Hon. Member: That means you
do not want to have that one lakh

limit there?

Pandit Thakur Das Bhargava: I am
coming to what I mean. The hon.
Member need not put any words in
my mouth.

Mr. Deputy-Speaker: I am asking
the hon. Member that even in the
Penal Code there is a provision section
95, that trivial offences need not be
taken notice of. Does the hon, Mem-
ber mean that they must proceed even
below a lakh of rupees; otherwise,
even if it is a crore of rupees, he
should go scot-free?

Pandit Thakur Das Bhargava: If I
were logically to pursue the arguments
that have been advanced by you, it
would only mean that if there are
offences under 302 and 323, which are
both offences under the criminal law,
then if you do not proceed under sec-
tion 323, should not proceed against
under 302. Evasion of tax is a crimi-
nal thing. I think it is not right. But,
at the same time, I am submitting
that this provision is discriminatory.
Why is this discrimination made?
This discrimination is made because
the poorer people have got no accounts
with them today and they are not
in a position to pay the income-tax.
Even now I do not keep accounts and
what to say of the accounts of the
years 1938-39? But, there are people
who keep acconts but they may not
have the accounts of 1939—46. After
a certain period or so they have been
desroyed, because they never thought
that they may be proceeded against in
future. You know, after the period
of limitation has passed, a very valu-
able right is secured to the person
against whom the limitation runs. Ac-
cording to the law of the land it was
eight years and four years. Is it just,
now, to extend the period to 16 years
from eight years or four years?

According to a provision in the Con-
stitution, we know that if a person
has committed a crime and then he
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is subsequently proceeded against
after two years, then he can only be
punished according to the law of the
land as it stood at the time he com-
mitted the crime and not at the time
he is punished, or according to the law
which exists subsequently. Those per-
sons who thought that they were safe
and who destroyed all the accounts and
who were not proceeded against for
the past eight years, can they be pro-
ceeded against now, after the expiry
of eight years?

Mr. Deputy-Speaker: Does the law
of limitation apply to a criminal
offence?

Pandit Thakur Das Bhargava: May
I humbly submit that, as a matter of
fact, there is no limitation in criminal
law; and a person who commits a
crime today can be legally prosecuted
after 20 years. But, in regard to civil
things, there is the law of limitation.
This income-tax evasion is a civil mat-
ter.

Mr. Deputy-Speaker: This is quasi-
criminal.

Pandit Thakur Das Bhargava: If it
is quasi-criminal, it is not criminal.

My humble submission was that a
person who committed this offence
16 years before should not be proceed-
ed against now. I only feel for those
who have lost all their accounts,
whose circumstances in life have en-
tirely changed. They would have
been able to pay the tax if it had been
demanded then and, probably, they
would have been happy to part with
half of their ill-gotten gains (Inter-
ruptions). Even if they would not
have been happy to part with them,
we could have got something. Now,
many of them have got nothing, 1If
you proceed against them there will
be nothing found.

I understand that notice of an
amendment has been given which
says that if the amount of property is
Rs. 50,000 then proceedings should be
taken against him. There is some
sense in it. If there is property, then
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we can get something into the Treas-
ury. But, if we proceed against a
person who has evaded income-tax to
the tune of Rs. 5 lakhs or Rs. 10 lakhs
and there is nothing left there, what
is the use?

Mr. Deputy-Speaker: What is the
harm either? We are not losing any-
thing?

Pandit Thakur was Bhargava: Let
us examine this section 2. I should
say that it is rather illusory, and the
effect of that is not realised. The
words are:—

“that income, profits or gains
chargeable to income-tax have es-
caped assessment for any year
in respect of which the relevant
previous year falls wholly or part-
ly within the period beginning on
the 1st day of September, 1939,
and ending on the 31st day of
March, 1946; and

that the income, profits or gains
which have .s0 escaped assess-
ment for any such year cr years
amount, or are likely to amount,
to one lakh of rupees or more;..”

That means that if there is an
evasion of Rs. 13,000 or Rs. 14,000 a
year, then also they are roped in. I
hope I am correct. I would ask to be
enlightened because the words used
are ‘year or years’ and not uny specl
fic year. If during the 8 or 9 years
collectively from 1939—46, there has
been an evasion of one lakh of rupees,
in that case he shall be proceeded
against.

Shri C. C. Shah: That would be so.

Pandit Thakur Das Bhargava: That
means that this one lakh is to be
found out after an examination of 16
years of working or at least 8 years..

Shri C. C. Shah: Seven years.

Pandit Thakur Das Bhargava: From
1938—46, perhaps it is nine years.

Shri C. C. Shah: From 1939—46.
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Pandit Thakur Das Bhargava: From
1st September, 1938.

The words are:

“Any year in respect of which
the relevant previous year falls
wholly or partly within the period
beginning on the 1st day of Sep-
tember, 1939....”

It means 1st September, 1938; 1938-
39 is included. So my submission is,
.instead of being 7 years it is more.
If all these years are taken into ac-
count and the cumulative income is
found to be Rs. 1 lakh, then in that
case that person shall be proceeded
against. This is clearly against the
ordinary law of the land contained in
Sec. 34. This is discriminatory and
may be unconstitutional.

Mr. Deputy-Speaker: Is that the

intention of Government?

Shri M. C. Shah: If the evaded in-
come of the whole period or part of
that period is Rs. 1 lakh......

Pandit Thakur Das Bhargava: That
is exactly so. The words are, ‘year or
years’. And for finding out if this
one lac has been made up full harass-
ment can be caused to anyone apart
from illegality of assessing cumulation
tax evasion
years.

Mr. Deputy- Spaa,ker. I thought
that something was omitted at the

end and it was'to mean Rs:'1 lakh
per year.

8hri G, O, Shah: One lakh per year

would he: seven lakhs for ‘that period.™
Mr. Deputy-Speaker: Then it comes’

to Rs. 13, 000 or Rs. 14, ,000 per year.
Pandit Thakur Das Bhargava: If

the incomeé during that period exceeds

one lakh of rupees—the income-tai1
!or that wxll be......
Mr Deputy-spelker' Wei*will as-

sume that every year he evaded at !

the rate of Rs. 13,000 or Rs. 14,000,
what will the . tax on that lakh of
rupees amount to? "

Shri M. C. Shah;
rording to the rate.

Thit will iae ac

extending over eight,
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Mr. Deputy-Speaker: What is the
amount that the Government is going
to get after all this trouble?

Shri M. C, Shah: It is not the ques-
tion of trouble. It is that income-tax
has been evaded and the evaded in-
come comes to Rs. 1 lakh during this
period.

Mr. Deputy-Speaker: The hon.
Member has been saying that for the
past 14 years he has been saying all
this and the Government has not
moved. Is the Government going to
change in the course of one hour?

Pandit Thakur Das Bhargava: All
the same, your advice is to go on with
the work, and say what I have to say.
Whether the Government accepts it
or not, we will have to go on saying.
Otherwise, what is left is to go out
of the House and pray to God. )

Shri Bansal (Jhajjar-Rewari): What
is the hon. Member’s suggestion, Sir?

Mr. Deputy-Speaker: The hon.
Member was saying that he has been
holding this view and expressing it
on the floor of this House and impres-
sing it on the Government all these
years.. I was just telling him that in
spite of his speeches and persuasions
the Government has not moved during
all these years and so it is not likely
that during the course of one hour
it-will be moved. R

Pandit ‘'Thakur Das Bharxava. The
Government have moved and have ac-
cepted ‘'many of my suggestaons In
the first instance, in 1947, they,
changed the law. In 1948, my sugges-
tlons were accepted, The suggestions
that T made in 1948 then have been
accepted by the Supreme Court now.
1 suggested frqm my place here to the
Governmernt to accept the settlements.
After my persuasion for two or three
years they changed the law. I sug-
gested to. them to acce,pt these settle-
ments and I am glad that it has gone
to .the mind. of the Government. I
tried to suggest, to them that they.
should not accept the suggestions of
others, When ypu are settling matters
of more than 10, },.Qr 15 years .ago,
it is befter to settle them rather than
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proceed in this manner. After all,
you will be able to realise more and
you should not proceed against such
people who want to settle and who
want to state the right things before
you, Some persons have advocated
that belated conferences aught not
result in settlement; but I submit, this
is the proper course to adopt,

I would like the Government to
adopt one course now. I want that
the Income-tax Law of India, the nor-
mal law of the land, be not changed.
I am very much opposed to it. Though
for the time being you want to say
that instead of 8 or 4 years being
the period during which an assess-
ment can be redone, you want to
make it 15 years or more, this 1is
wrong in principle. Even for hard
cases this is a bad law. For a life
time a person does not know where
he stands.

Shri C. C. Shah:. But, after 1956 it
cannot be reopened.

Pandit Thakur Das Bhargava: It is
said: ‘live and learn’. Who knows
what will happen in 1956. A law may
be brought in 1955 extending it to
1960. We do not know what will hap-
pen in future, therefore you must
fight the things as you see them now.

After all, in 1948 when the thing
was fresh, we proceeded against very
bad cases. Your Finhance Minister told
me that it may be only ahout 30
cases in all. Now, it is, perhaps, many
times more than that number. I do
not, at the same time, complain about
it because I know a good amount of
money has been taken from the tax
dodgers. I do not want that any per-
son should be allowed to get away
with the money which really belongs
to the people and Government. It is
entirely wrong. At the same time this
should be confined to such cases as
came to your notice under Section
5(4). Further, you originally never
proceeded with these cases. The In-
vestigation Commission brought them
to your notice. 'The Supreme Court’s
Judgment awakended us to the necessity
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of having more powers. Now, we have
got the Supreme Court’s judgment
and we are changing the law; I have
no objection to that. But, I would
respectfullv submit that you should
apply these provisions to only such
cases which have come to your notice
under Section 5(4). There is no law
which obliges the Income-tax Depart-
ment to have recourse to these pro-
visions to all cases and sundry. After
all you have to prove evasions for |
which more powers are needed. As Mr.
T. N. Singh said, the Income-tax De-
partment is not armed with those
powers. You will find great difficulty in
proceeding with the new cases. You
have not got those powers which the
Investigation Commission had. Your
cases will not be successful.

I will, therefore, say: press this law,.
against 5(4) assessees. But, for God's:
sake do not proceed with any cases in
which the Investigation Commission
has not already proceeded. Confine it
to those cases only. There is no law
which obliges you to apply it to other
cases also. You can proceed with any
cases where it is clearly proved that
the man has gone wrong. I do not
want that the ill-gotten gains of such
years, if that can be recovered, should
not be got disgorged. I am not against.
recovery. In some countries there is.
no limitation period at all, whereas.
we have gqt 8 or 4 years limitation.

An Hon. Member: Why not we have
that?

Pandit Thakur Das Bhargava: We
cannot do that. For a long time this
is our law, We have accepted it and
we cannot at pleasure or at our sweet.
will change the law in thig way.

Therefore, I respectfully submit to.:
confine these provisions to such cases
only in which the Income-tax Investi-
ggtion Commission took action. I do
not want that anyone ‘should go scot--
free. Because investigation has taken -
place and it has been proved in those
cases to the contrary, it should not be
left like that. I will go further and
say, that even in such cases in which
our highest * authority, the Centrak



2359 Indian Income-tax

Board of Revenues are thoroughly
convinced (that the advantage of
doubt must go to the assessee) if they
are convinced that these are clear
cases in which they can recover some
money, do proceed against such cases
under these provisions. But it must
be confined only to such cases, because
this is an exceptional measure. This
is a measure which we do not want.
You also do not want these powers
beyond 1956. Therefore, it is but fair
that such cases are confined to the
minimum.

Now, Sir, I have submitted more
than what I originally wished to sub-
mit. I hope that the hon. Finance
Minister will kindly pay attention to
what I have respectfully submitted
for his consideration.

Shri Gadgil: Sir, I am still surpris-
ed that in the name of civil liberty,
then constitutional liberty and ripen-
ing of certain rights, dishonest gains
are being sought to be protected. This
legislation is the minimum as was
suggested by my hon. friend Shri
C. C. Shah. If the persons are honest
they need not be afraid of anything.
If they are dishonest they deserve no
sympathy, even of my friend Pandit
Thakur Dag Bhargava as he has made
it abundantly clear.

There is no doubt that because of
the prevalent law uf limitation a man
may destroy his account books. That
is good so far as his gains are honest;
but that plea should not be available
for a man who has won lakhs and
lakhs of rupees by dishonest means at
the cost of the soclety.

Now, the extended abplication not
merely fo the cases which have been
covered by the ruling vf the Supreme
Court but all those who have made
g3ins which can be brought within

the orbit of the. Income-tax Act, I’
think, is.just and fair. During war-.

time nobody knows how many crores
have been earmed by questionable
and even positively dishonest means.
What I feel is, that this Bill, without
the powers that were given to the
Imvestigation - Tribunal will nat be
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effective. A policeman without a
danda or without the power to arrest
is either g good receptionist or a mere
travelling agent—nothing more than
that. How effective these powers
were found by the Investigation Tri-
bunal may be illustrated by just one
case which I shall read for the infor-
mation of the House:

“An assessee who was a doctor
by profession and who wus enga-
ged in the manulacture of drugs
and chemicals during the war
period, was tempted to inake large
profits in utter disregard of the
health of the trvops to whom his
medicines were to be supplied.
He used to receive large quantities
of sugar and quinine from the
Government for the :aanufacture
of glucose and ampules for qui-
nine injection under army con-
tracts, but instead of applying
the supplies wholly to the uses
for which they were meant he
diverted a portion thereof for sale
in the black-market, and substi-
tuted chalk for quinine and some
inferior sweet for sugar. Colossal
profits were made by the assessee
by this discreditable method. On
receipt of reliable information
the Commission’s staff made a
simultaneous raid on a number of
premises and seized secret books
furnishing incontrovertible proofs
of the amounts of profits -earned
by such {llicit means in the shape
of cash books maintained in res-
pect of Sugar Account, Quinine
Account and globule account ete.
Full and complete records were
found of the amounts earned and
their investment, which exceeded
60 lakhs of rupees. The guilty
assessee suddenly dlied; the money
was, however, recovered because
his heirs Had admitted liability.”

Now, what is befig given here by
way of power except those which are
available under the normal law of
the  ; Income-tax? Then, a complaint
wu made by my firiend that even
the normal powers are not being
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used. Since these are abnormal cir-
cumstances, normal powers will be
inadequate. It is necessary that ab-
normal situations should be dealt with
in an abnormal manner and I think
these tax dodgers must be completely
and effectively collaren. If these
powers are not given and if you
merely depend upon investigation
under such provisions of the normal
Income-tax Act. the results will not
be much.

Then, go far as the question of hav-
ing compromise or composition
schemes with them, my own feeling
is that even the compositions or
agreements arrived at by the Investi-
gation Tribunal have been more
generous and liberal for the parties
concerned. I know of an instance in
which a man who was reputed to have
earned crores of rupees, his case was
ultimalely settled for Rs. 1,10,00,000
to be paid by such instalments, and
it is understood that the instalments
were to be paid provided he made
some profits in  future. Such com-
positions or agreements are not good.
What I submit is that the agreement
or adjustment made must have some
relation to actual situation to the
extent that it can be assessed or as-
certained. There should not be any
element of gullibility. I am told—
and to which a reference was made
by Mr. Asoka Mehta—that some mer-
chants in' UP. and other provinces
came forward as if in a mood of
cdnfession, agreed and some setile-
ment was made, and -they profited
under. that settlement to the disad-
vantage of us, the general tax-payers
of the country, It always the
fashion with the rich people and the
mercantile commupity to pick up any
slogan that the Government or: the
head of the Government may utter.
The moment,  Panditii says Aram
Hgram Hai, immegiately it will be'a
slogan for every chamber of commerce,
every mercantile association, and -all
the cleve: neople will repeat it like
p@rrot. becauae fn that gtmosphere
they can get things done.’' Similarly
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when you talk vf compositions here
and there, immediately they will start
shouting those slogans and most of
us, who are in a way not very clever
and not very shrewd, immediately
fall a prey and think that we have
made the best bargain cut of this.
Nothing of the kind. A single penny
tainted with dishonesty must be ac-
counted for and there is no time
limitation against it. Time limita-
tion may work so far as crime against
individuals are concerned, but so far
as crime against society or crimes
against a community as a whole are
concerned, the law of limitation is
never applicable. The British Gov-
ernment was here for 150 years. Did
it ever claim law of limitation as
against our claim for freedom? If it
was not valid then, in the name of
the Indian community which has been
put down and exploited by the Indian
capitalists and the Indian mercantile
community I have a righ{ to demand
that the law of limitation, so fur as
the recovery of dishonestly earned
money, is concerned, cannot be made
applicable.

Pandit Thakur Das Bhargava: It re-
lates to the period upto the 31st
Macrh 1946.

Shri Gadgil: Therefore, I am with
you that it should be t{ll 1976 till the
last assessee leaves this world snd
he will have then to pay estate duty.
Unless effective powers are given to
the investigation tribunal this Bill
will not serve much purpose, and we
may say to our own conscience that
because the ‘' Supreme Court gave a
certaln ruling, we immedlately came
with an ordinance ind now we are
enactlng for the ordinance a regular’
plecd of ledislation That will not do.
There s no case for soft treatment
w1th these people and no tréatment
can be hard enough for these people.
We are talking about big things and
when. it comes . or taldng voncrete
action, we develop cold ieet It is
much better tﬁat the nofmnl law of
income-tax 13 made much -striter om
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the lines recommended by, the Investi-
gation Tribunal. . I do hope that with
the additional provision, namely, of
giving adequate powers, this Bill
should be passed and the Government
should be requested by Parliament
to come in with a more cornprehensive
Bill for making the normal income-
tax Act much more effective.

Mr. Deputy-Speaker: The time has
been filxed for this Bill also and,

therefore, hon. Members will please
bear that in mind.

Shri N. C. Chatterjee: I am afraid
we are digressing a bit from the scope
and object of this Bill. I take it
there is no one in this House who
would at all champion the cause of
tax-evaders or would like anything
to be done to make the collection of
the just dues of the State difficult or
impossible. What is the Bill that we
are now discussing? From the State-
ment of Objects and Reasons, it is
clear that it is being introduced in
the House because the Supreme Court
has held section 5(4) of the Act ‘o be
ultra vires,  Hereafter those cases
which were referred to the income-tax
Investigation Commission under sec-
tion 5(4) would escape taxation if
the ordinance had not been psassed
ang if this Bill. had not been placed
on the statute book. Therefore, we
all expected that after the Supreme
Court’s judgment, there would be
some kind of legislation placed before
the Parllament, and 1 also expécted
that this Bill would be given:' top
priority and we would have a chance
of discussing it earlier but the Special

Marriage Bill came in the way and
the Business Advisory Committee gave"
this Bill top priortty after Marriagé’

Bill. Immediately that Bill was over,
we have taken up this Bill.

I am sorry that & distinguished
frieng of ours sald something which
really is derogatory to the Supreme
Court of India.  He said that big
people engage big lawyers and, they
g0 before the Suvréme Cpurt of India
pleading all sorfs of things,, Nothing
of the kind. If my hon. friend had
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only taken the trouble of going
through the judgment of the Supreme
Court, he would have found that the
Supreme Court has laig it down clear-
ly that “they would have upheld sec-
tion 5(4) as valid it the language had
been made clear and if there had been
a rational and valid classification”.
I have that judgment before me. It
says—

“The learned Swlicitor-General
combated all these arguments and
contendeq that the Act was based
on a broad and rational classifica-
tion, that it only dealt with a
group of persons who had evaded
income-tax from the beginning of.
the war, 1st January 1939, to the
period ending with 1lst September
1948, as a consequence of war
controls resulting in black-market-
ing activities and huge profiis.”
No one in this House would at all

encourage or allow anything to e
done to help war profiteers escaping
their due share of taxation. The
Solicitor-General of India saig that
this Act was really meant to deal
with that group of persons, the war
profiteers, and those people who
evaded taxation. The Chief Justice
and the other learned Judges stated
that if that had been made clear in
the statute, then there. would have
been no difficulty in upholding this
section as intrad vires .and perfectly
consistent with the. Constitution. of
Indta. The Supreme Court has held
that on a plain reading vf the section,
that is section 5(4), it was not limited
only to pérsons who made extraordis:
nary profits or war profits, etc., . and
who had evaded payment of taxation
on income, but it applied.to:all persons :
who may have ! evaded ‘payment of
taxation on income. The. language of
secflon 5(4) dves show that even if
a man had évaded Bs. 10 and even
if there was a correct return but
there has been a wrong calculation
on the part of the. Income-tax, Offiggr
and therefore he paid Rs. 10 less, .éven
then sectian 5(4) could be invoked
in that case o

t. Thakmr Das

pointed ‘out this slso at

LLNN

S
a t?x?né. :
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Shri N. C. Chstterjec: That s what
Chies Justice Mahajan 1also pointed
out. It also offends against the
guarantee of equal protection of the
laws given in Article 14 of the Con-
stitution. The judgment gays—

“The State can by classification
determine who should be regarded
as a class for purposes of legisla-
tion...... Classification means seg-
regation in classes which have a
systematic relation, usually found
in common properties and charac-
teristics.”

1 pM,

The learned Judges were of the
opinion that Government had made
no such classification. Therefore,
You are guilty of discrimina-
tion; you are guilty of not
making a rational classification.
As you know, rational classification
simply means segregating into distinct
classes based upon certain distinct
features and having certain differen-
tial or criteria which are of a reason-
able nature. The Supreme Court has
only said that if this has been made
clear that it was meant for profiteers
during the particular period, they
would have upheld it as legal. All that
1 am respectfully submitting to this
House is that the House should give
the power to the income-tax authori-
ties to get at those people; according
to the Solicitor-General these are
the people the war profiteers who
were to be hit at by this Income-

tax Investigation Commission Act. I

submit that there should be no ob~
jection to this legislation, if  that is
#0.: But there is a good deal of force
in Pandit Thakur Das Bhargava’s
point. When you are enacting this
law for the purpvse of improving the
situation create@d by the Supreme
Court judgment, you should read the
Supreme Court Jjudgment and legis-
late for that contingency. What.the
contingency...

Mr. De!ﬂlty-sm Aré these not
now restricted to this period—ihe war
perlod—from 1039 to 1946?

Shri N. C Chatterjee: 1 the mop.

Finance mnism—mfoffunauly he
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is not here but the Deputy Finance
Minister is here—if he rays that this
Act is going to be enforced against
those people, against the cases re-
commended or proceeded against
under section 5(4) I will be prefectly
satisled and I think that Pandit
Thakur Das Bhargava should be
satisfled. If I may give you the
figures—I hope my figures are right
—under section 5(4) of the Income-
tax Investigation Act, 369 cases had
been instituted. Out of them, 224
cases have been disposed of and the
Income-tax Investigation Commission
found that Rs. 5% crores are involved.
Of these Rs, 2 crores have already
been collected. If it is the intention
that the balance of Rs. 34 crures
ought to be collected, it is our duty
to clothe Government with that power
but no further. (Interruptions). All
that I am submitting is that Govern-
ment had this power from the year

Mr. Deputy-Speaker: May I ask
the Government whether it is the in-
tention to look into new. cases?

Shri N. C. Chatterjee: Yes, Sir.

Mr. Deputy-Speaker: At the time of
the passing vt the Investigation Act
or shortly after the date some cases
were placed by the Government be-
fore the Commission. At that time
with very great difficulty it was ac-
ceded to. After so many years, is it
the intention of the Government now
to rope in cases which were not-
thought of then for which proviszon,
was not made lntu' on?

Shri N. C. Chatterjee: We should
like to know from the hon. Minister
80 that we do not take up the time...

Shri M. C. Shah: The law stands.
We have to go by the law. According
to the law, the Department will be
entitled to take aotion in all cases

subject to the limitations, of the law
passed.

Shri N. C. Chatterjee:, That is not
fajr, I submit with g?r:aat respect. to-.
my . hon. n'iend that ypu had been
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investigating for over seven years
from 1947. You had made up your
mind. The Income-tax Investigation
Commission under section 5(1) had
taken cognisance of certain cases.
Under section 5(4), if in the course
of investigation, they found out that
other cases were involved they made
a recommendation or report to the
Government. The Government issued
orders: ‘you take action under section
5(4)’. In the course of these years
they have made up their minds and
the Commissjon had wecommended
action in 369 cases and the Govern-
ment allowed the Investigation Com-
mission to proceed under section 5(4).
224 cases have been dispvsed of com-
pletely Rs. 54 crores were altogether
involved. Over Rs. 2 crores have
been collected. There may, be diffl-
cultics created in the collection of
the amount. Therefore, they are
taking power % see that mnothing
should be done with regard to the
balance. 1 am perfectly willing and
every hon. Member of the House
ought o be willing and ready to give
power to the Government. But ig it
fair, is it just or reasonable now to
enlarge the scope and ambit of the
Biu?

Justice Varadachari who was Chiet
Justice of India and Justice Chakra-
varty of the Calcutta High Court and
other very responsible persons who
had been dealing with these type of
cases had gone into the matter for
years and had recommended 369
cases to be taken up. They have
disposed of more than two-thirds of
them and they were dealing with
the balance. I am perfectly willing
that the Act should be confined to
them. But you should not take power
to cast the net wide and say: I will
go into other cases. It is g great
hardship......

Shri T. N. Singh: You want to dis-
criminate in “favour of - those who
have escaped.

Shri N. C. Chatterjee: I am not for
any discrimination. "1 am- pointing

out only this. Mr.’ C. K. Daphthary"

who was the AdvocateGeneral of

18 SEPTEMBER 1954

(Amendment) Bill 2368
Bombay and who ig one of the ablest
Income-tax lawyers this country has
eyer produced and who is the Solici-
tor-General of India, stood uo on the:
instructions of Mr. Deshmukh, Mr.
Shah and the Government of India
and he told the Supremne Court
Judges: it is our intention; we want to-
take action against the profiteers:
against whom these recommendations.
have been made and whose cases:
the Investigation Commission bave
gone into or are going into. All that:
I am pointing out is that the State-
ment vf Objects and Reasons is say-
ing that they want this Bill to be
passed by the Lok Sabha and by the
other House of the Parliament and
to place it permanently on the sta-
tute book so trat these people who
were within the ambit and scope of
section 5(4) should not escape. I am
perfectly willing and 1 appeal to the
House to give that power but no fur-

Shri T. N. Singh: Why not?

Bhri N.. C. Chatterjee: I submit
that if you say so then you are de-
feating your statement and the object
of the Bill. It is to legalise those
things which have been rendered ii-
Jegal. This Act after seven years
has been declared illegal. You should
not now enlarge its scupe. ‘I say so
not because I am making a technical}
approach or a legalistic apnroach.
Under section 34, I am quoting Kanga,
‘Power to take proceedings under
section B4 is not confilned to cases
where the assessee had concealed his
income. It also extends to cases where
there has been no concealment. If the-
Income-tax Officer has made any mis=
take or there has been some defect pn:
the' part of the revenue authorities and
the assessees have been under-assessed,.
even then section 84 would be invok-
ed. Would it be fair to cast a net
wider' not' merely to hit at the pro-
fiteers but some other men alsu?
There' might have been some mis-
calculation or ré-allocation, and the-
assessee may have to be in a higher
slab, You are roping in these people.

My learned friend, the hon Deputy .
Mini'stq. ha.q candidly told us of the-
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intention, In these exsht or nme
years, there have been ien or twelve
ghousand cases. You know we had
changed sec. 34 of the Act twice or
“thrice: once in 1939 and then in 1948.
We have now got section 34 in an
amended form. This legislature had
-gonferred very wide powers. You
‘know after the Privy Council judg-

ment, the law was changed. I think
‘it was in 1940 that the Calcutta
judgment, was reversed. ‘“Escape

-assessment” is a very wide term. It
may bring in any assessment, even
earlier assessment. It may bring . in
-even the relief granted for deprecia-
tion etc. to which the assessee may
not be entitled.

I am pointing out it would not be
fair now to allow these cases to be
re-opened. The object of the Bil] is
to validate section 5(4). Validate it
by all means. Give the Government
complete power., Give the revenye
authorities complete power. The
Supreme Court had stated that if
the intention of the Parliament had
‘been clearly expressed then we
would not have invalidated sec. 5 (4).
The intention should be clearly ex-
pressed. Tell the House and
-country that it is nof the intention. tp
use it as a yardstick to hit all and
sundry but really to hit at the war
profiteers who were tw be roped in
under section 5(4).
scope of this legislation?. .

the ..

Why expand the. .
Why . dO’ v
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it in such a manner as could create. -

bardship? Firstly, the income would
not be really substantial. The argu-
ment that was put forward all the
time was that the amount would be
.substantial. But Rs. 10,000 or Rs.

12,000—would that be ;substantigl? If.
it is ten th\;usand or twelve thousand -

‘rupees a year, would that be ‘sub-

stantial’? ,, Would, you. now repe . in'°

‘people and ask them to produce their
books for 1939, 1940, 1941 and so. om
in 1954—people who had never been
givep any notice by Justice Varada-
chari, Justice Shastri or  Justice
Chakravarti o; anybody on bebqlf
©of the Indome-tax Investigdtion Comr
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mission,—in 1955 or 1956? 1s this
your sense of justice?. You have a
giant’s strength.. But should you uge
it like a giant, because the sovereign
Parliament has given you the power?
I am submitting it is not fair, wuor
equitable. What you have got under
section 34, use it, apply it rigorously,
without discrimmation

What is the law? In the case of
fraudulent concealment, limitation is
eight years. Perfectly good. In the
case of honest mistakes either on the
part of the assessee or on the part of
the revenue authorities, four years.
Even if there has been not full assess
ment levied on account of mistake
on the part of somebody, would il

be right to call upon that man to
produce his books and say ‘“you have
not produced your books, you are

dishonestly withholding your books”,
and harass him? Would that be
right?

Naturally you can say, a certain
amount of prejudice ig there, because
some people have evaded tax., and
you can say you are deliberately
withholding bwoks. It would not be
right to clothe the authorities with
this power. Under section 23A,: in
the case of companies, up to 60 per
cent you can -distribute, after that
there may be:difficulty .with regard.to
shareholders for no fault of their
own, there may be so many comp‘i-
cations.

Therefore I am suggeqtmu that the
Government should sthte clearly fo
the House that the ‘purpdse of the
Bill i to validate the provisions d
clafed invalid by the Supreme Cou
And stick to what the learned SQlici-
tor-General of’ 1ncha stated on “behalf -
of ‘the 'Governthent of India and the
Supreme Court indicated, namely,
“Puf the clause in a aw:-to make.jt
clear”. That is why we..are assembl-
ed Kere and we should pass that law.

The next point I.would respectfully
submit for the copdldersticn of the
hon. . Deputy Minister and also this
House .is, .why,,do you put ig, fhat.

clause that no notice shall be given



2371 Indian Income-tar

after 31st March 1956. If you kindly
#ee, the clause says “Providéd further
that no such notice shall be Issued
#fter the 8l1st day of ''March. 1956”.
Why?. ‘The Incometax ‘Investigation
Comimission Act was vassed in 1947.
Then you know huw stage by stage
we extended it by one year and with
what difficulty. As a matter of fact,
you know the Inhvesfigation Conimis-
sion Act not only acted very harshly
on 'péople who were dishonest but
it alsdo acted harshly on people who
were not dishonest., bedause you sent
in &afi' authorisea investigator. And
1 am submitting that you should not
give this power. You know all the
cases. From 1947 you have been
sitting on the flle, and during all
these years, 1948, 1949, 1850, 1051,
1952, 1953 the Investigation Commis-
sion had been ransucking the records.
They have completed their labours
and they have finalised the list, and
going~ through the 1list they have
finished 65 per cent of the cases. You
know all the cases. Then why take
the power that “nv such notice shall
be issued after the 31st day of March
1956”? I submit you ought to specify
a much shorter time-limit and finish
with your accounts. Under section
34 they have the printed notice and
they can easily serve it within seven
days. They have a complete list.
This House should not be justified in
giving an  unrestricted charter to
these people to rope in other people
who were completely outside the
scope and contemplation of the Legis-
lature when enacting the Income-tax
Investigation Commission Act.

Shri T. N. Singh: The House is in
favour of extending it still further.

Shri N. C. Chatterjee: You are not
the House, I am not the House, the
House means the collective judgment
of all.

I am also pointing out that this
power of settlement ought to be there.

Mr. Deputy-Speaker: This rule
about four years or eight years ap-
plies not only to cases of war pro-
fiteers who evaded tax but to all per-
sons? Therefore, if it is only extend-
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ed by some more years, what is the
o,bjéction‘ to ‘extending it to al
persons? 'The section that is sought.
to be amended is 34 whereby &n.
assessment which has been completed
a long time ago can be reopened on
account of fraud, etc., in particular
cases within four years, in  other
cases, where more hetinous offences
have been committed; within eight
years. All that this intends doing.
is to increase four years and eight
years respectively to some periods
within 1956.

Shri N. C. Chatterjee:
yedrs or eighteen' years!
right.

Mr. Deputy-Speaker: It is sou¢ht to-
be extended from four to six years,
or from eight to ten years. Why
should we bring in war profiteers
here?

Seventeen.
It is not

Shri N. C. Chatterjee: I am point-
ing out that thig was the intention.
According to the clearest pussible-
declaration of intention on the part
of the Government, I submit that
wag the object. Simply because it.
had been invalidated and you are
taking powers from Parliament to-
validate that wultra vires legislation—
which means, as you know from the
great case of the Patna High Court.
afirmed by the Supreme Court, that
it is completely effected from the
statute book and you have to validate-
it afresh—validate it, but would it
be fair to go beyond it? Suppose
an ordinary business man has made-
some mistaKe. You know that the
ordinary period of limitation for re-
covery of arrcars or dues or damagces,
it it is an ordinary business contract,
is three years, and if it is a specially
contract it may be six years. The
statute says three years plus one-
year. You have four years, and
afterwards there is no obligation.
But to bring in now an ordinary busi-
nessman and say you have escaped...

Mr. Deputy-Speaker: Has the In-
vestigation Commission made any ve-
pommendation that this should be
extended generally to all cases?
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Shri N. C. Chatterjee: No. As a
watter of fact you have got the In-
vestigation Commission Report. And
you know under section 5(4) only
‘those cases are taken up in which
Tecommendations have been made.
‘“The language of section 5(4) is this:

If in the course of -investigation
dnto any case referred to the Investi-
gation Commission under sub-section
<1) of section 5, the Commission has
reason to believe that some person
-other than the person whose case is
‘being investigated had evaded pay-
‘ment of taxation, or that some points
other than those referred to jt by
4he Central Government in respect of
-any case also require investigation,
dhen the Commission may make a
report to the Central (ywvernment
stating its reasons for such belief,
and on receipt of such report the
-Central Government can take action,
and then the Investigation Commis-
sjon starts investigating into those
-cases.

Now, in the course of investigating
‘the cases under section 5(1) that you
‘have referred to the Commission in
1947-48, they have discovered these
3869 cases. And under section 5(4),
having been thorvughly satisfled that
in these 369 cases there has been
evasion of taxation substantially, they
had made a reporf to the Government,
-gtating their reasons, and on that the
-Government had ordered them tv take
.action. Therefore they are proceed-
ing with those cases. As I said, 224
0f them have been disposed of and
about 150 are pending. In respect
-of the cases dispvsed of the amount
levied or settled ought to be realised.
In respect of the 150 pending cases the
“Investigation Commission cannot
function, but the revenue authorities
-should function. But no further. And
the Commission never wanteq that
-further power should be given to rope
4n other people. They have never
-complained that “we have not been
wable to discharge vur duty under sec-
#ion 5(4), therefore our investigation
4s incomplete”. They saild “we will
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complete all our labours”—that means
those that were originally referred t
them under section 5(1) or those that
were referred to them under section
5(4) as a result of their preliminary
report. Therefore, this Act was
meant to be all-pervasive and covered
not only those cases that were initially
referreq to the Commission but also
those that were referred to the Com-
mission at 2 later stage at the in-
stance of the Commission itself. My
friend said that section 65(4) was
not proper because they had made
up their minds and were in the posi-
tion of an accuser. That is a different
point. I am not talking about that
at all. I am saying accused or mo
accused. Men like Mr. Justice
Viswanatha Shastry, Justice Chakra-
varti and Justice Varadachari have
decided that there is a prime facle
case that investigation should be
completed. You cannot go beyond
that perivd. We should stop there.

Shri Bansal: Sir, I consider this
Bill as a innocuous piece of legis-
tion arising out of a lacuna caused by
our Supreme Court’s decision. I am
afraid I am not one of those who are
in a position to work themselves up
and bring out in the course of this
debate issues which are quite irrele-
vant in my judgment to the particular
Bill we have in hand at the moment.
I agree with my friends like Shri T.
N. Singh and Shri Kaka Saheb
Gadgil that tax evasion should not be
encouraged and that tax evaders
must be dealt with severely. But I
am afraid this is not the occasion to
say all those other things because
here we are dealing with a particular
situation created by the judgment of
the Supreme Court.

Shri T. N. Singh: The Chair in its
wisdom has allowed a certain thing
as relevant. Is it open to a Member
to question its relevancy now?

Mr. Deputy-Speaker: I don't think
it is a question of relevancy. He is
only appealing to the House not to
take notice of it.
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Shri Bansal: I am rsorry that
although I sat and listened quietly to
the speech of Shri T. N. Singh when
he was speaking, he is not desisting
from interrupting. But I must point
out, Sir, that some of his references
to the Supreme Court decisions were
not in keeping with the dignity which
we have ourselves given to that
august body. After all, what is the
discrimination that the Supreme
Court was pointing out? It was the
discrimination which, according to
them had crept in an Act which was
enacted by this House of Parliament
and after all the Constituent Assembly
in their wisdom clothed the Supreme
Court with certain powers and the
Supreme Court in its exercise of those
powers was absolutely justified in
pointing out any defect that crept
in that particular Act. I will read
out a particular passage from the
judgment of the Supreme Court
where they refer to this point of dis-
crimination.

Referring to section 5(iv) the
Supreme Court says:—"“A person who
has evaded payment of income-tax
and is proceeded with under Section
34 and is held to have escaped in-
come has a right of appeal to the
Appellate Assistant Commissioner of
Income-tax and can challenge all
the findings of fact given by the
Income-tax Officer. If he does not
get relief from the Appellate Assis-
tant Commissioner, he is entitled to
go before the Appellate Tribunal
under Section 33 and can challenge
all the findings of fact given by the
Income-tax Officer. On the other
hand, a person dealt with  under
Section 5(4) of the impugned Act has
no such right. The learned Solicitor-
General contended that the constitu-
tion of the Commission was such that
it was a good substitute for the rights
of appeal, second appeal and revision
conferred by the Income-tax Act in-
asmuch as the Commission is cont-
prised of a High Court Judge and two
other responsible persons and these
sitting  together were as good
a tribunal as the totality of persons
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comprising the Income-tax Officer,
Appellate Assistant Commissioner
and the Appellate Tribunal. In our
opinion, the constitution of the Com-
mission by itself cannot be held to
be a sufficient safeguard and a good
substitute for the rights of appeal
and second appeal and revision given
by the Indian Income-tax Act and
there can thus be no doubt that the
procedure prescribed by the impugned
Act deprived a person who is dealt
with under that Act of these valuable
rights of appeal, second appeal and
revision to challenge questions of fact
decided by the judge of first in-
stance.”

Sir, it was this type of discrimina-
tion that the Supreme Court pointed
out and after their judgment it was
but the duty of Government to fill in
the lacuna and all that this Bill is
supposed to do is to flll in that parti-
cular lacunae. Now, Sir, my difficulty
is only this, as was eloquently point-
ed out by Shri Chatterjee, that while
under %he Income-tax Investigation
OCommission Act, until the time it
was challenged in the Supreme Court,
only those cases could be referred
under section 5(iv) about which the
Income-tax Investigation Commission
had found out some evidence that
these cases have escaped Government
notice, under the present amendment
al and sundry cases can be opened
up :

Shri A. M. Thomas (Ernakulam):
It is not an innocuous Bill then!

Shri Bansal: No, you just listen to
me. The point is this. I am not
opposed, on any ground of principle,
to reopening cases, even for ten to
fifteen years, if it is definitely
ascertained that substantial incomes
have evaded the payment of tax but
my difficulty is this. How is the
Income-tax Officer today going to
say that such and such person might
have evaded income-tax because the
four-year period and {he eight-year
period have passed now? Because
after all, he is going to refer cases
only of the period between 1939 and
1946. He is going.to re-open the
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cases only of that period. He has no
means of knowing as to which parti-
cular persons’ cases must be opened.
Out of vendetta, he may open the
case of Mr. T. N. Singh and Mr.
Singh will have no evidence to pro-
duce to satisfy that Income-tax
Officer. I do not know whether he
keeps any books or not. Even if he
kept any books, he would have
destroyed them. No one is supposed
to keep records of more than four or
flve years. I do not think anybody
can oblige any person to keep them
for an indefinite period. If all the
records 'were to be kept, I think the
drawing rooms and bed rooms of my
friends will be full of records and
nothing else. Therefore, if the In-
come-tax Officer has any relative
ground on which he can suspect a
particular assessee, then I am quite
satisfled that he should be allowed to
open that particular case.

Mr. Deputy-Speaker: For general
discussion four hours were allotted.
He started at 3.03 p.m. and now we
have 1} hours more. Mr, Gandhi was
to speak. Mr, Basu wants to speak
and so many others also want to
speak.

Shri Bansal: There is still one-and-
a half-hours more, Sir, I am not go-
ing to take much more time.

Mr. Deputy-Speaker: How much
time will the hon. Minister take?

Shri M. C. Shah: I will take half an
hour,

Mr. Deputy-Speaker: The Minister
wants half an hour. Yes, he can
have half an hour. I will ask him to
start at 2.35. Now we will have one
hour more. 1 will allow ten minutes
to each hon’ble Member.

8bri K. K, Basu (Diamond Har-
bour): Those who spoke earlier had
thirty to thirty-five minutes each.
Now you are restricting the time to
ten minutes.

Shri U. M. Trivedi (Chittor): I
would alse like to speak.

(Amendment) Bill 2378

T Tetag g

Shri Kottukappally (Meenachil):
Sir, I would like to speak on this
Bill. I have been in this House for
the last many months and I have not
been called at all. :

Mr. Deputy-Speaker: He wants to
make a maiden speech. A  maiden
speech need not be made only on the
Income-tax Act.

Shri Kottukappally: This is the first
time I am rising.

Mr. Deputy-Speaker: I agree. . 1
shall try and give him an opportunity

on some clause.

Shri Bansal: Therefore, Sir, my
fear about this particular provision is
that it might be used by some In.
come-tax Officers in an  improper
manner. - I would like the Govern-
ment therefore to give an assurance
on the floor of this House that powers
taken under this amending Bill will
be exercised only in these cases which
either have been brought to the notice
of Government by the Investigation
Commission or on which Government
themselves have some prima facie
evidence that substantial amounts of
tax have been evaded. That is why
I said in the beginning that if the
Government exercises due care in
referring the cases to the Income-tax
Officers and keep a proper check on
them, not to open all and sundry
cases without substantial grounds, not
much harm will be done. I think it
is the general intention of the Govern-
ment not to open each and every case,
but to proceed only in those cases
where, to the best of their knowledge,
to the best of the knowledge of the
Central Board of Revenue, sub-
stantial taxes have been evaded.

Pandit Thakur Das Bhargava: They
require the sanction of the Central
Board of Revenue now in this Bill.

Shri Bansal: That may be a safe.
guard and I think that the Govern-
ment would do well first to go into
the prima facie evidence carefully be-
fore authorising the Income-{ax
Officer to proceed.
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My second point is that while in
the Ordinance. there were only two
sections, in this Bill, another clause
has been added. The purpose of this
sub-clause 3 is to authorise investi-
gation in the case of seciion 23A com-
panies. So far, under the sub-section
(4) of section 5, the position was that
only the accounts of the private com-
panies or private firms could be again
looked into. That is to say, the
assessment could be re-opened only
in, cases of {hose particular com-
panies. By this clause 3. Govern-
ment are empowering the Income-tax
Officers to proceed and investigate in-
to the income angd books of individual
partners and members of the com-
panies. I think this will act as a
great hardship on those individuals
because it is quite likely that the
partnerships have been broken long
ago., It is also likely that in many
cases sixty per cent. of the income
might not have been distributed.
Therefore, I would suggest that this
;lause 3 may be dropped from this

ill,

I do not have much more to add.
I again repeat that if the Govern-
ment exercise due care in referring
cases to the Income-tax Officers, not

much harm will happen and the -

Amending Bill will not be open to
such serious objections as were
pointed out on the floor of the House.

Shri K. K. Basu: This is a piece of
legislation which has been brought
forward in this House as a result of a
decision of the Supreme Court. I am
glad Government has tried, to what-
ever limited extent it can, within
the limitations of this own sociologi-
cal theories, to improve matters. As
a8 matter of fact, as some Members
have already said, the Govern-
ment should have taken more powers.
It is unfortunate that persons like
Shri N, C. Chatterjee and other had
tried to justify their opposition to
this legislation on the basis of the
recommendation of the Income-tax
Investigation Commission. I would
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urge upon tuem to read the first re-
port of the Commission, which was

compased of Justice Varadachari,
Justice  Chakravartty and Shri
Mozumdar. They have deliberately

quoted examples after examples of
the ingenuity of the tax evaders.
One example has been quoted by Shri
Gadgil. There is another very signi-
ficant example. You know very well,
that they have said that it is always
found that the relevant entries are
either eaten up by white ants, or the
particular books lost or burnt. Gov-
ernment should have come forward
with an amendment of the Income-tax
Act with a view to plug the holes.
Gaovernment came forward with some
amendment when the new Parlia-
ment came into being. That only re-
lated to the provisions relating to
the” impounding of documents. This
is our complaint against the Govern-
ment. As yet, the Government is
soft with the tax evaders and black-
marketers. There is no point in say-
ing that in a particular period, in the
British days, it was with some sort
of national feeling that they had to
evade the taxes. Here {he Govern-
ment have taken oath under a Con-
stitution which guarantees certain
social equalities, and which contains.
Directive Principles seeking to im-
prove the social conditions, of a large
majority of the citizens of India. It
is our duty to see whether these
people are anti-social or working
against the interests of the nation. If
it is so, it is no point to say that im
1947, the then Parliament or legis-
lature decided that these cases should
be sent to the Commission by 1948
and no further action was taken. It
is within the competence of this
sovereign Parliament even in 1955 to
take action, if they think that there
are in our country people who by
their ingenuity are tax evaders or
tax-dodgers and they should be
brought to book. That is our com-
plaint against the Government. The
Prime Minister, when he was released
from Jail in 1045 saig that every
black-marketer should be hanged in
the next lamp post. We have yet to
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see the translation into action of such
@oble ideas.

Pandit K. C. Sharma (Meerut Distt.
«~Sou.h): He would have hanged; but
you came in.

Shri K. K. Basu: I wish you also
support this proposition.

Mr. Deputy-Speaker: Whenever you
use the word ‘you’, it applies to me.

Shri K, K. Basu: We never use it
towards you. We wish and we are
sure that when you also see eye to
eye with our ideals, the country will
improve. This is our grouse against
the Government. Some vpeople raise
ihe cry of civil liberties. What are
wivil liberties? They must be con-
sistent with the necessities and de-
mands of the community. If the
community demands that there shall
be confiscation of property without
compensa.ion, this sovereign Parlia-
ment is competent to make that legis-
lation. Today we have brought some
legislation which, in the exigencies of
the situation, or according to the
theories of the party in power, meets
the needs of the community. To-
morrow, a new Parliament may come
and the new Members may differ in
their norms for running the Govern-
ment and it may be necessary to re-
open these cases. There is no
reason for objection to this Bill. It
may have been (hat in 1947, the then
Constituent Assembly, as it was con-
stituted thought, well they have
evaded, let us try to rope in as far
as possible and haul them before the
Income-tax Investigation Commission.
‘Today, we wani that every tax
evader, whatever the amount may
be, if he is an anti-social being,
should be brought to book and it is
the duty of the Parliament to legis-
late. There is no question of limita-
tion in hauling them up. We have no
objection (0 honest persons who have
by mistake done anything being

shown concessions. The power is
given to the Central Board of
Revenue to consider whether the

mistake is bone fide. Our complaint
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is that we still ind a softness in the
Government to these people. If as
Shri N. C. Chatterjee said,~I have
not read the judgment on the specific
instructions of the Finance Minister,
Shri Daphtari said, our idea is only
to get hold of some substantial
evasions committed before 1946, it is
wrong. It is time that the Finance
Minister should be told that this
Parliament does not endorse his point
of view. Time will not permit rne,
as you have said, and I will briefly
try to show to what extent evasion is
there. Sometime back in the State
Assembly of West Bengal, it was said
that persons like Birlas and Suraj-
mals—names were mentioned—have
evaded tax. I do not know what is
right. If it is not wrong, it was for
the Government to come forward and
say so. Excepting the usual state-
ment, you give in reply, we shall
look into it, nothing was done. It
is seen that at {he invitation of these
big shares who have ingenuity and
tremendous resources and who have
evaded lots of money, big personages
in the country including the Prime
Minister go and attend their functions.
The feeling of the common man, as
Shri T. N. Singh was telling in the
morning, is that the Government is
soft to these people who, even under
the present limited laws, should be
considered as anti-social beings. This
is my complaint against the Govern-
ment, This softness must be put an
end to. If they think that these
people should be given a free hand,
let them come openly before the
people and say, we accept the pro-
position that these people should not
be touched. But there is no point
in taking oath to the Constitution
which contains noble principles,
ideologies and directive  principles,
but in your action you do not follow
them. This is the complaint. And

that is why I say Government should
not be so soft.

Some of the Members have tried to
rely on the theory of individual
liberties, The days of Jeremy
Bentham are gone. The days of
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laissez faire are gone, What is civil
liberty? Civil liberty must be con-
sidered in the context of the necessity
.and interest of the society and the
community. You cannot have the
liberty which was in existence flve
hundred or two hundred years ago.
It may not have the same cono-
tation today, because things have
changed. When the Zamindari
Abolition Bills were in the different
legislatures, the landlords came for-
“Our vested rights,
our noble rights of property are being
‘touched”. In West Bengal Lord Corn-

wallis  introduced the Permanent
Revenue Settlement. I will not go
‘into the history of it. And when the

"Zamindari Abolition Bill came, the
landlords came forward and said:
“Why are you touching us? This is
our noble right.”

Apart from going inte the merits
©f the case, if today the Government
thinks that these rights must be ex-
tinguished in the interests of the
-community, they are quite competent
to do so and I think it is their duty
40 do so. Therefore, I have said that
4in this Bill the Government has tried
to expand to some extent the scope
they had under the particular section
in the Income-tax Investigation Com-
-mission Act which has been invalidat-
-ed by the Supreme Court.

-1 fully endorse the view of Mr.
'C. C. Shah and Mr. T. N. Singh that
«ven the powers that are there in
the Income-tax Investigation Com-
mission Act is not there. I do not
say anything against the Supreme
Court or any personages, but we know
that this right of appeal ang second
appeals and going to the courts and
other tribunals may lead only to
many niceties and legal complications
which may to some extent, flout or
negate the principle or the theory on
which the legislation is made. There-
fore, I would have wished that the
report of the Income-tax Officer or
whoever it may be must be the last
‘word on the enquiry so far as the
‘facts are concerned, and I would have
turther wished that Government bad
brought forward a comprehensive
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amendment of the Income-tax Act.
As one of the Members put it—I

forget who said it—it is high time
that the Income-tax Act is amended
and the loopholes are plugged.

I remember when I came to Parlia-
ment first, Mr. Tyagi—he was then
Ministe of State for Revenue and
Expenditure—said that his Depart-
ment itself, had pointed out that there
were varioug British business houses
which took advantages of the lacunae
and loopholes in the law, and that
somehow or other they evaded pay-
ing taxes which the Government was
entitled to. We have charged the
Government time and again. Now
three years have passed. They are
in a position to get through this
House so much legislation; reaction-
ary legislations they get through. We
gknow the Criminal Procedure Code
(Amendment) Bill was introduced
only during last session, and it will
get through in the next session. But
why has not the Income-tax Act
been amended when the department
itself had reported four years back?
During the Question Hour several
questions were put regarding evasion
of tax and why has Government not
come forward with an amendment to
the Income-tax Act, so that the just
claims of our Government, which our
Government is entitled to from the
persons who earn here, may be en-
forced. Therefore, I feel this Gov-
ernment’s softness should be plugged
in. They should come forward with
an amendment of the Income-tax and
the sooner the better.

I have also placed before Govern-
ment—I do not know, it is often
talked about—about this exemption
from income-tax for contribution to
special  funds like  Gandhiji's
Memorial Fund or Kasturbha Fund.
They are sometimes dealt with softly.
I have no grouse. Possibly  these
funds were created for a good object.
I do not know how they are utilised.
A large section of citizens, the
smaller assessees have got this
psychological feeling that the big
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people, the big sharks go and con-
tribute, and natlurally they are more
friendly with the high-ups in the in-
come-tax department, and thereby
they evade taxation. (Interruptions).
One of the persons in a very big
industry said at a particular meeting
“What shall we do? How many
Ministers come and ask us to con-
tribute so much to this fund and that
fund? We have got to do it. Natural.
ly, we have got to oblige the Minis-
ters.” I do not know whether that
has any repercussions on the asses-
sment of that particular person con-
cerned. This has been repeatedly
alleged. Time will not permit me to
quote from certain books. In certain
books that were published in Bengal—
“Mysteries of Birla House”, for in-
stance—facts were given (they have
not been contradicted) to show that
these people are softly treated. Our
Government, if they are sincere and
honest to the oath they have taken to
the Constitution, must come forward
and explain their point of view be-
fore Parliament, so that we should
know to what extent they have been
able to plug holes in the Income-tax
Act.

It has been said about section 34
that naturally old cases may be re-
opened, that cannot be helped. If
the interests of the community de-
mand it, we have to come forward
and reopen these cases.

I have only to ask for one clari-
fication. What will happen to the
cases which have already been de-
termined by the Income-tax Investi-
gation Commission and the subse-
quent invalidation of this particular
section § (4)—whether the intention
of the Government is to hear all the
old cases, or only the new ones. 1
do not know how they will be able
to solve it. If we are allowed to
furnish further evidence, it might be
said that old books have been eaten
away by ants, or the books have
been burnt or lost, that many things
have happened. So, I want Govern-
ment to take the view that the cases
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which have been closed should not
be allowed to be reopened, whatever
the evidence or the leniency with
which the Income-tax Investigation
Commission might have dealt with
them

Then, I would like to come to one
very small point regarding adminis-
tration. If the Gowernment is serious
and sincere about collecting the . just
demands of the community from the
persons who under the law of the
land are allowed to earn in this
country, then Government should see
that the relationship with their staff
is better and that their position is
secure. An open allegation is made
in Bengal, not only in the Assembly
but outside, that a ecertain gentleman
~—an official of the Income-tax De-
partment or some tax-collector--was
hauled up, he lost his job or he was
transferred because he behaved in s
manner which the big bosses or some
of the big sharks of our country did
not like. I tell the Government that
if they want to work this Income-tax
Act with the purpose of collecting the
maximum that the law permits them
to do and to see that there is hardly
any harassment of the smaller asses-
see, it i3 absolutely necessary they
have better relationship with their
staff. Unfortunately, I am told by
the staff that a new provision is made
whereby their unions’ recognitions
are withdrawn. You have got
to take their help. Tt is the staff, the
ordinary officials who have got a
stake in the building up of the future
of India who can help you, not the
big sharks. They come +to earn
money. Unless you have that
attitude, it will. be very difficult for
you to improve-the position, to
collect the maximum that you are
entitled to, ang create a condition.
where it can be considered that Gov-
ernment is honest and seriously szet-
ing to mop up the profits of the per-
sons who have evaded and leaving'
the normal assessee to be taxed with

human approach and with consider--
ation. ’
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S8hri Jhunjhunwals (Bhagalpur—
Central): Mr. Deputy-Speaker I whole-
heartedly support the ieeungs expres-
sed by my friends Mr. Basu and Mr.
T. N. Singh, but the difficulty is as to
how to put these things in practice.
Let us look at it from a practical point
of view.

The Government started this Inves-
tigation Commission, in my opinion,
with two different objects: firstly, to
mop up the profits which the people
dad made during war-time, and
secondly as a corrective measure and
to show to the public that this sort of
things shall not be tolerated also ‘n
future. In my humble opinion, it is
not due to the fault of Government,
but wherever the fault, with the offi-
«cials or the tax evader or at both quar-
ters we have failed in both these ob-
jectives. And now we have come for-
ward with this Bill, and taken shelter
under section 34 of the Indian Income-
tax Act. Under the Income-tax Inves-
tigation Commission Act, the Commis-
sion had a lot of powers to search and
to find out the evaded income. Now,
all those powers are not there. I am
rather apprehensive over this thing.
I do not know whether Government
will be able to mop up any substan-
tial income by this measure.

This Bill will result in nothing else
but harassment of people, especially
the honest people in the lower income
groups. You will see that if within
a period of sixteen years, from 1938
to 1956, anybody had evaded tax to
the extent of Rs. 1,00,001, he will be
roped in, under this measure. Further,
We have also to see how the Incomeé
tax Officers will be able to find out
without any powers in his hand whe-
ther a particular person has evaded
1ax or not. If the Income-tax Investi-
gation Commission, even when it had
gct sn many powers to search etc., in
its hands, has not been able to give

us any substantial income during the’

‘courgse of these seven or eight years,
it passes beyond my comprehension
as to how Government under this am-
ended law will be able to get
3ny income out of those cases.
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My hon. friend Shri N. C. Chatterjee
has pointed out that this Bill may be
limited only to those cases which have
been investigated by the Commission-
under section 5(4) of the Act. But
my difficulty is whether if such a thing
is provided in the Act, the same dis-
crimination may not arise. My hon.
friend Shri N. C. Chatterjee has point-
ed out that in the judgment it is stat-
ed that the discrimination is not be-
cause of section 5(4), but it is because
though the main objective of the In-
come-tax Investigation Commission is
to rope in those persons who had
made exorbitant profits during the
course of the war, it has been used to
rope in even those people who had not
made any substantial or exorbitant
proflts because of war. It is because
of this discrimination that the Sup-
reme Court has held section 5(4) of
the Income-tax Investigation Commis-
sion Act to be invalid. I cannot ex-
press any opinion on that. It is only
the lawyers who could say something
on that,

But we find that even in spite of the
Income-tax Investigation Commission,
the people really responsible for evad-
ing these big sums and thus depriving
Government of their legitimate reve-
nue have gone scot-free. When I say
this general thing, one may be asked
to produce evidence to that effect. If
it was possible to prove it I will be
asked, why did these people escape, in
spite of the Income-tax Investigation
Commission; was it due to the incom-
petence of the Commission or was it
due to any other reasons, that the
Commission could not get any substan-
tial revenue for Government. Though
these persons had made very large
profits, they have been able to escape
with a compromise for a very little
amount. What I wish to point out is
that in spite of all your provisions, for
search and other things, these persons

have escaped.

My fear is that this amended Bill
may be used to harass honest people.
It is provided in this Bill that these
cases will be in the hands of the
incom-tax officers. I do not know what
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will happen to people who are really
honest. It will be wronf to say that the
whole country is dishonest. There are
people who are honest too and it is
only these people who will be harass-
ed by the income-tax officers. The
officers will find out some discrepancy
here or there, and will catch hold ot
these persons, in order to justify their
existence and to say, well, under this
Act also, we have done this, that and
the other. I know of cases where some
very honest people are being harass-
ed in this manner.

But, as I said in the beginning, the
people who have really evaded taxes
go scot-free, Even the Income-tax
Investigation Commission ,which had
so many powers in its hands, has not
been able to give any substantial-in-
come to Government, nor could it act
as a corrective agent. There are in-
stances where people have used under-
hand means and have gone scot-free.
So, my submission is that while I have
no objection to measures which pro-
vide that those who are real -‘culprits,
who have evaded tax, should be
punished and brought to book, I feel
that sufficient safeguards should be
provided 'in the Bill to see that there
is no harassment to honest people, to
people who have not evaded taxes to
a substantial extent. '

'So far as the legal aspects are con-

cerned, it is not within my province to
say anything on them. I do not know
why Government have not provided,
when they have brought in this Bill,
for an amendment to section 5(1) of
the Income-tax Investigation Commis-
sion Act. over which also some doubts
have been expressed. Even here, it
may be said that there is some discri-
mination. You are separating people
into two categories, one consisting of
those who have evaded to the tune of
Rs. 1 lakh, and the other consisting of
those who have evaded for more than
Rs. 1 lakh. There may appear to be
d'scrimination here also.

Moreover, there is a provision that
action can be started only with the
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consent of the Central Board of Reve-
nue. The Central Board of Revenue
has to be satisfied that there is a fit
case for starting action, and only then.
proceedings can be instituted. I quite
appreciate lhe anxlety of Government.
to see that honest people are not har-
assed, but Government should see that
this provision also does not result in
discrimination.

With these few words, I support this
measure, and I would request the hon.
Minister to see that this measure fis
not used to harass honest people. Of*
course, Government will not use it to
harass honest people, but the income-
tax officers also should be instructed
not to use this measure to harass peo-
ple who are really honest, and who
like to pay their taxes in a proper way.

Shri Kottukappally: I am a new
Member to this House and this is the
first time I rise to speak. I rise to
support the Indian Income-tax (Am-
endment) Bill, introduced by Gow
ernment, in:its broad aspects.

2 PM.

I shall speak about the general as-
pect of the subject. I have been ls-
tening with rapt attention to the
speeches of the hon. Members support-
ing the Bill. Pardon me for saying
that with a few worthy exceptions,
such speeches have been a hymn of
hate, an orchestra of contempt and
calumny against some of our fortu-
nate brethren in the country who, by
dint of laborious work, integrity. of
character, and intelligent application
to,.their profession, business or indus-
try, have made themselves good in
life. I long for the day when, for the
good of our Republic and for the gene-
ral uplift of our poor masses, more
men and more women of our country
rise in the scale of life and grow rich.
They shall then be an example for
others to follow and be a support to
their less fortunate fellow-men and
fellow-women. We should put as little
impediment in their way as possible
by way of legislation. There is no -rir-
tue in poverty, Poverty is a crimae,
said the socialist sage Benard Shaw.
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Self-inflicted poverty might be good
for the sanctification of the soul, but
for a new Republic which is straining
its c¢very nerve for the enrichment of
the masses of its population, to extol
poverty in and out of season and sing
its praises, to say the least, is a psy-
chological error.

Mr. Deputy-Speaker: It is trying to
become rich and not poor.

Shri Kottukappally: Our honoured
parliamentarians seem to cultivate, to
quote my valued friend, Mr. Pothan
Joseph, an apostolic disdain of wealth.
There is another side to the picture of
income-tax evasion. Hundreds ot
small merchants, traders and indus-
trialists in small towns and villages—I
know it as a matters of fact—honest,
upright, industrious men who by their
erterprise have given workto large
numbers of people are being harassed,
worried and penalised by Income-tax
Officers and taxed out of all propor-
tion to their actual income. The
bureaucratic behaviour of some of our
Income-tax Officers has brought blood
pressure and even heart failure to
some of our righteous businessmen,
merchants, agriculturists and indus-
trialists. In supporting the present
Bill, I wish to plead for those righte-
ous businessmen whose case seems to
be seldom supported. Thank you.
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Shri V. B. Gandhi (Bombay City-
Mr. Deputy-Speaker, in a
general way we can say that we wel-
come this Bill and we shall welcome
any Bill that holds out hope of ad-
-ditional revenue to the Government.
Already, we have before the House, a
demand for supplementary grants of
.an unheard of amount, a very large
amount of Rs. 215 crores. Therefore,
if for no other reason, for the reason
that this Bill is going to bring in ad-‘
ditional revenue, it will be welcome to
this House. @
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The House has expressed a fairly
unanimous opinion, that the tax eva-
ders must be brought to book and that
is as it should be. In this House there
can be no sympathy for tax evaders
and, therefore, this House will support
this Bill. There can be no objection
to allow Government to revive the
action which has been suspended as &
result of the decision of the Supreme
Court. Every Bill that this House
supports, it supports after examining
it very carefully. This Bill is going
to be one more patch added to the
Indian Income-tax Act. This Bill re-
presents an abnormal machinery, as
was very well described by my friend
Mr. C, C. Shah, and it is being incor-
porated in a normal law. Our Income-
tax Act is increasingly - becoming a
patchwork of amendmenis. Ani, we
feel that the time has come when the
whole philosophy behind our income-
tax should be revised.

Now, all of us individually agree
with the things that were said
here by friends like Mr. T. N. Singh,
Mr. Gadgil and others. They all want
that no income-tax evader should be
shown any mercy. But, this House,
collectively as a House, cannot allow
itself to be swayed by prejudice either
on one side or the other. Even an as-
gessee deserves some consideration at
the hands of this House. I am in ag-
reement with the spirited plea made
by my friend Pandit Thakur Das
Bhargava in defence of the assessee.

The Deputy Finance Minister has
sald that a certain number of safe-
guards have been provided in this Bill
in favour of the assessee, He has, of
course, enumerated safeguards like
the need for the Income-tax Officer to
record reasons and also the need or
requirement that before any mnotice
can be issued, the Central Board of
Revenue has to be satisfled. This is
a small mercy, Sir, and these are
times when one has to be thankful for
even small mercies. I hope, the Cen-
tral Board of Revenue, burdened as
it is day to day with so many of the
requirements under the various Acts
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will find time to do justice to this ad-
ditional burden.

The important safeguard which the
Deputy Finance Minister referred to
is the proviso in this Bill which says
that no notice shall be issued after
the 31st day of March, 1956. It is un-
fortunate and it is a paradox that
what the Deputy Finance Minister
considers to be a safeguard in favour
of the assessee is very likely to turn
out to be a source of hardship, and
inconvenience to him.

From the language of the Statement
of Objects and Reasons one would
have expected that the scope of the
Bill would have been limited to cases
that have already been referred to the
Income-tax Investigation Commission;
that is to say, some 145 and odd cases
that still remained to be disposed of.
But, apparently, the Government in-
tends to have the .time-limit extended
up to 3lst March, 1956. Of course,
the Government has a right to ask for
such an extension and it will be for
this House to grant this . extension.
Here, 1 may say . at once that the
House may grant this extension. But,
that, certainly, is not a safeguard in
the interests of the assessees. If the
Government has thought of this kind
of time-limit then the Government
would have done well if it had provid-
ed another kind of time-limit also;
time-limit in the sense that when a
notice has been issued within the
time, say on the last day, then there
should be a time-limit within which
the case should be concluded. Today
there is no such time-limit. A notice
issued on the last day, that is the 31st
day of March, 1958, may not be dis-
posed of, say for a year or two, three,
four or even ten years. Nobody
knows, This kind of situation in
which the assessee is kept hanging oun
for years and years {s a situation to
which the Government should have
given some consideration.

As we see, the last date before
which nntice can be issued is 31st
March, 19%6. From the 1st September,
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1939, it makes a period of 16} years.
To imagine and to expect that ordi-
nary traders and assessees should be
asked to produce or should be expect-
ed to produce documents, books of
accounts and all other relevant papers
of a period sixteen years ago, in cases
of this kind is, I think, expecting too
much.

We would have very much liked
some kind of a provision of protection
included in this Bill saying: that it
only relates to cases where genuine or
acceptable proofs can be produced of
destruction, misplacement or loss of
documents. I do hope that the Deputy
Finance Minister will give us some
assurance in his reply on this point.

Then, there is the question of the
condition in which we ‘may find the
assessee at the time of this new assess-
ment. I 'mean the financial or econo-
mic condition in which ‘we may find
the assessee after these 164 or 20
years—we do not know when the last
case will be settled or disposed of.
We know of some of the men who.
suddenly. got rich in the flood-tide of
inflation. We know also that some of
these same men are in a very pitiable
condition today. I know of a case in
Bombay. .A man in Bombay, who
within the space of about three years
gave away Rs. 35 lakhs to hospital,
school and college funds, is now find-
ing it difficult to make a living and is
glad to get a small amount of money
from his friends to keep his body and
soul together. I am not exaggerating;
this is a real life case, Therefore, as
I said, this extension of time limit,
period after period, involves some of
these contingencies. I am glad that
due notice of this hardship is taken
'y my friend Shri Mulchand Dube and
I would like his amendment to be
seriously- considered by this House.
As such, in this Bill, this House per-
ceives some of these dangers and
these possible sources of harassment
to honest assessees. By all means,.
let us collect what is due from the
tax evaders, but let us not make this
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House agree to something which wil
involve endless hardship to honest
assessees. 1, therefore, hope that the
Deputy Finance Minister, in his reply
would shed some light on the inten-
tions of the Government on these
questions and give the necessary as-
surance to this House.

Shri U. M. Trivedi: Somehow or
other, somme triends have suggested
that the limitation must be put upon
the working of this Bill, in as much
as they suggest that there are only
certain people whose investigations
have been nullified by the judgment of
the Supreme Court, and that only such
people must be roped in, In this con-
nection I would like to put a very
pertinent question to the Deputy Fin-
ance Minister who is present here.
llow many government servants and
railway servants had their incomes
assessed or investigated by the Inves-
tigation Commission? I can give you
an instance where the station master
of Ramganj-mandi in the year 1944
was making. Rs. 4,000 per day. This is
only of one town I am telling. I know
of other railway stations where people
were making tons of money. Why
should there be any limitation on this
Bill confining it only to these mer-
chants whose cases have been investi-
gated? Why not investigate the cases
of all these people who really suck
the blood of the whole country; who
are getting only about Rs. 80 per
month .as salary and are earning
Rs. 4,000 per day—it is not even
Rs. 4,000 a month? I know the case
of a tax evader who is still at Ratlam,
known as a fruit vendor sitting in
one corner of the Station. He has
not paid. a farthing to Government al-
though his income exceeds Rs. 5 lakhs
a year. Why is it not being investi-
gated In the normal course? People
have suggested that these things can
be investigated in the normal course.
Why the Income-tax Department has
not investigated such cases in the
normal course?

You have provided all sorts of loop-
holes. What is true, is that reading
between the lines the whole thing is
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out and so there is no use. Wha\
Mr. Chatterjee has asked for is put
down here in so many words. The
same provision is here which says:i—

“Provided that the Income-tax
Officer shall not issue a notice un-
der this sub-section unless he has
recorded his reasons for doing so,
and the Central Board of Revenue
is satisfled on such reasons re-
corded that it is a fit case for the
issue of such notice:

Provided further that no such
notice shall be issued after the
31st day of March, 1956.”

Those of us who know of red-tapisme
can understand the effect of this.
What happens when the Income-tax-
Officer just puts down: ‘this is my-
reason for proceeding against such
and such a man? Immediately it
goes to the Central Board of Revenue;
it tries to find out whether the reasons-
are proper and reach a satisfaction.
By the time that satisfaction is arriv-
ed the 81st March, 1958 is reached and-
there is absolutely no hope of proceed-
ing against those people ‘who have
been the greatest curse to society—I
mean the bribe-takers who will cer-.
tainly escape from the clutches of this
law., That is why I put a very per-
tinent question to the Minister as to
how many.cases of such people have.
been investigated. Have we got a.
single case of this type. I am sure even
the cases of the Income-tax Officers.
themselves have not been investigated.
I was at one time an Evacuee Officer
in Assam. I know the case of one
Income-tax Officer who passed that..
way and was unfortunately killed on.
that day—10th May, 1942—by bomb-
ing. When he was killed, all his pro-
perty was seized by me and on reco-
vering the property I found that he
had his trunks filled with ten rupee
notes worth lakhs of rupees. He was
a man drawing only Rs. 300 and I falil
to see how he got these lakhs of
rupees. Even if he had stored all the
money which he was getting as salary
without eating or drinking anything,
he could not have got that much:
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wealth. Now, what about those gov-
ermment servants who have got pro-
perties worth, 10, 15 and even 20

lakhs. May I again put this question _

to you, Sir? Can you tell us of a
single instance where the case of a
government servant has been investi-
gated?

Mr. Deputy-Speaker: Hon. Member
can only put it through me,

Shri U. M. Trivedi: I, therefore,
.say, that there is absolutely no reason
to put any limitation upon the method
of investigation. We should not limit
the scope of this Bill to only those
merchants who make money, but it
should include all those bribe-takers
also who make money by illegal
.means; who suck the blood of this
~country.

I would further say that we when
.must have the power; we must have
the justice also at our back.

Mr. Deputy-Speaker: The language
{8 ‘general income’ from whatever
-source it may be.

Shri U. M. Trivedi: That is true;
that is why I read out those two pro-
visions. It is provided that the
Income-tax Officer must record satis-
factory reasons. Then there is an+
other proviso that those people who
.are already in the know of the affairs
must also be satisfied. When the Inves-
‘tigation Commission started the work
‘they had certain material before them
.and that material has been placed in
the hands of the Central Board of Reve-
nue. Now, they are the people who will
ultimately agree to *ake up the case
-of those people agains:i whom the Com-
mission has already proceeded.

Pandit Thakur Das Bhargava: 1t
this provision is not there, you will
find some other boxes full of money.
“This will only save the people.

Shri U. M. Trivedl: I quite agree
with what Pandit Thakur Das Bhar-
gava said because it comes out of the
wide experience that he hag of the
world. We also knrw it, but at the
same time, let us bo hnnest and fair
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about it. Let us not say that it is
only these people who bave been the
blood-suckers of the country and they
are the only people who made tons
of money during the control days.
There are others also who made tons
of money and who have not been
touched. No fringe of them has been
touched. It is these people, who must
also be proceeded against. What I
say is: let us be fair in our applica-
tion of the law.

Now, in (1D) I find that a provision
has been made:

“Any settlement arrived at un
der this section shall be conclu
sive as to the matters stated there-
in; and no person, whose assess-
ments have been so settled, shall °
be entitled to reopen in any pro-
ceeding for the recovery of any
sum under this Act or in any
subsequent assessment or reassess-
ment proceeding relating to any
tax chargeable under this Act or
in any othér proceeding what«
scever before any court or other
authority any matter which forms
part of such settlement.”

I do not know why it should be con-
clusive for the Government also.
If it is conclusive that any settle-
ment or compromise entered into can-
not be re-opened by the person, then
it means that this does not apply tn
the Government. This proviso has
been worded in such a way that it is
not made clear that it applies to both
parties. The first part of the provisd
reads “Any settlement arrived ut under
this section shall be conclusive as to
the matters stated therein;” and the
next part reads “and no person, whose
assessments have been so settled, shall
be entitled to reopen in any proceed-
ing for the recovery of any sum under
this Act or in any subsequent assess-
ment or reassessment proceeding re-
lating to any tax chargeable under
this Act or in any other proceeding
whatsoever before any court or other
authority anyv matter which forms part
of such seitlement” May I draw the
attention of the Deputy Finance Mints-
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for to this aspect and say that it
would have been much better if clause
(1D) had been limited to “Any settle-
ment arrived at under this section
shall be conclusive as to the matters
stated therein.” In that case, it will
be conclusive for both and it should
not be conclusive for one person only.

Mr. Deputy-Speaker: So far as the
earlier portion is concerned, it is con-
clusive for both the parties. After the
first portion, there is a semi-colon and
then the next portion commences,
which is independent of the first.

Shri U. M. Trivedi: It ought to be
a full stop in that case, but actually
there is only a semi-colon. It there-
fore implies that Government can re-
open the case.

Mr. Deputy-Speaker: Who is the
person that is likely to reopen the pro-
ceedings? It is only the person
against whom the proceedings are
started. It is binding on both parties,
{ think.

Shri U. M. Trivedi: So far as the
earlier portion is concerned, if instead
of the semi-colon at the end of it,
there was a full stop, it would be satis-
factory. That makes all the difference.

Mz, Deputy-Speaker: Your point is
that the full-stop instead of the semi-
colon means much. Otherwise, it is
likely to modify or qualify the earlier
portion.

Shri U. M. Trivedi: Yes, Sir. I have
one little thing also _to say.

Shri Bhagwat Jha Azad (Purnea
cum Santal Parganas): Do not worry
about little things,

Shri U. M. Trivedi: Mr. Gadgil has
been suggesting, as is his wont, some-
thing against the profiteers and none
of us want that they should swallow
the money, but at the same time we
must take stock of all the facts toge-
ther. If we want that this law should
be applied without any discrimination
wha'saever, it chould have absolutely
no limitation, in my humble opinion,
to this period between 1039 and 1946.
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It is true that most of the profits were-
made during that period.

M.. Deputly Speaier: Bilbes alsas
would have been enormous only dur-
ing that period.

Shri U, M. Trivedi: Some people
got a good deal of money during the
period when we were passing throuzh
troublesome days in the year 1947,
and they made capital out of the mis-
eries of other people. I am speaking
only of those Government servants.
The law is law for everybody and
not merely to merchants and lawyers.
When you talk of lawyers or workers
or leaders or whatever you call
them...

Shri Bhagwat Jha Azad: And mer-
chants.

Shri U. M. Trivedi: Whoever made
money must come under this law.
Do not point out only the trader or the
merchant. After all, heis also a brother
of ours and he is also a citizen of"
India. Because he is a trader or a
merchant, he is not a bad man. There
might be still some good people among
traders and merchants. I am talking.
of Mr. Gadgil's language and he wants
it only against the merchants.

Mr. Deputy-Speaker: Apart from
the question of merits, whatever hap-
pened In 1947-43 is covered under the
existing law becaus« the four-year or
eight-year period will aoply. The
limit will apply until 1956. It is be-
cause eight years have elapsed or the
eight-year period is exceeded in the-
case of 1946 that special legislation is.
necessary.

Shri U. M. Trivedi: With very great
respect, may I submit that in the year
1957 this law will not apply. When.
you make this law as a permanent
measure......

Mr. Deputy-Speaker: This will ex-
pire in 1956, '

Shri U. M, Trivedi: Do not make it
expire in the year 1956.

Mr. Deputy-Speaker: 1Is it the ~on-
tention of the hon. Member that in-
place of four years and eight years,
he wants some other period to be spe -
cified?
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Shri U. M. Trivedi: So far as this
auestion is councerned, I submit that
the period should be extended to in-
lude the year 1947. I have been al-
ways very critical about this and
those of us who were suffering in jails
ana suffering between the years 1939
ana 1946....

Mr. Deputy-Speaker: Whatever
might be the period profits are made,
‘the whole period upto which the per-
.son can be tried is March, 1956, The
hon. Member is laying emphasis on
“the earlier portion. So far as the
latter portion is concerned, the ordi-
nary law, if it is not altered, will deal
with it.

Shri U. M. Trivedi: My point 1s
-that whatever was earned in the yewr
1947 will not be assessed in the year
1857, My submission is that there
“were certain government servants who
‘were just pampering and trying to
make as much money as they could
by siding with the British Government
and who secured promotions at the
~cost of the country when it was pas-
sing through turmoil and who also
made tons of money and earned Xai
Bahadurskhan Bahadurs and Sardar
Bahadurs, and those cases must be in-
‘nestigated and they must be roped in
ander this Bill.

Mr. Deputy-Speaker: Does the hon.
Member suggest that the case of a
-man should be enquired into because
he got a Rai Bahadur or a Khan
Bahadur title?

There are still three or four hon.
Members wishing to speak. I will
:allow them to speak on clause 2 which
is as good as speaking on the main
clause. Meanwhile, I would -call upon
the Deputy Minister of Finance, Mr.
.Shah.

Shri M. C. Bhah: I am grateful to
the Members of the Flouse for giving
me their support in their speeches.
“Some of the Members have also ap-
-preciated the action of Government
in bringing forward an ordinance so
that the gap that was created by the
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Supreme Court’s judgment might not
remain there. Some Members have
stated that Government have not gone
far enough and very few Members
have desired that there ought to be
limitation on the powers to be given
to Government under the BIll. I
thought that my revered colleague,
Pandit Thakur Das Bhargava, was
going to oppose the Bill, but he ended
by supporting it, with only an appeal
to Government that before the cases
are referred to under this section,
the Central Board of Revenue must
go through the matter very thorough-
by and unless a very convincing-case
has been made out, the case sbould
not be referred to under section 34
(1A). Other Members also have
urged the same point. I have no
hesitation in assuring the Members
of the House that the Central Board
of Revenue will take utmost care in
accepting the recommendations or
the reasons recorded by the Income-
tax Officer.

It will be seen from the present
section 34 that the safeguard is ra-
ther in favour of those assessees
whose cases will be re-opened under
section 34(1) (a). Under the pres-
ent section 34, the Income-tax Officer
has to record reasons and then take
the permission of the Commissioner;
under this Act we have empowered
the Central Board of Revenue to pay
the utmost attention to all the things
that will come to them before re-
opening under section 34(1) (a).

Some hon. Members have said that
the Government have not gone far
eneugh. Some vthers have saig that
we have not taken any action t{o im-
plement the recommendations of the
Income-tax Investigation Commission
when they have submitted a report
to the Government. I may remind
those hon. Members ang the House
that after the recommendations were
received by The Government from the
Commission, on receiot of part I, im-
mediately the Government had come
forward before the House in 1951
with an amending Bill of the Income-
tax Act. Therein they had tried
to have all the recommendations
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included about search, seizure cf ac-
oount books and all that. There was
a clause about that too. That Bill
could not be gone through and the
Bill lapsed. We wanted certain sec-
tions which were absolutely important
and very urgent and therefore instead
of bringing in a controversial Bill we
brought forward an amending Bill for
those sections and at the same time
we made our intention clear that we
propose to have a comprehensive
amending Bill of the Indian Income-
tax Act. Now the matter is before
the Taxation Enquiry Commission and
possibly they will submit their report
by the middle of October or by the
20th October, at the latest. We will
hrve enough time to examine the re-
rommendations made in that report
with regard to the amendments of the
present Indian Income-tax Act and we
propose to bring a comprehensive
amending Bill of the Indian Income-
tax Act, as early as possible. Perhaps
it may be before the end of 1955 or
some time like that because after the
Companies Bill, the Finance Ministry
proposes to bring in this comprehen-
sive Bill. It has been asked: what
steps have been taken by the Gov-
ernment to implement the other re-
commendations of the Income-tax In-
vestigation Commission. My friend
Mr. Chettiar and one or two other
hon. Members asked.

I may inform tne House that from
the year 1952, they have opened one
Section under the Centra! Board of
Revenue. That Section is named the
Directorate of Inspection and Investi-
gation. There are two branches:
Directorate of Inspection and Investi-
gation. Those cases which are to be
investigateq now are being investigat-
ed by that Section and the Director
of Investigation whenever we get com-
plaints or information apart from the
cases before the Income-tax  Officer
or the Income-tax Investigation Com-
mission, we immediately refer those
cases to that Section. They are as a
matter of fact, qoing very useful work
and till today they have found out
concealed income to the extent of 1'8
crores and more. Therefore, 1 will
fnvite all the hon. Members of the
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House to try to make available to us
any information abnut evasion of
taxes or about conceolment cf income
as was suggested by my hon. friend,
Shri Trivedi, the last speaker. I can
assure the House that all these cases
will be taken uo by the Directorate
of Inspection and Investigation and
I am sure that the results will be
very good.

An hon. Member wanted to know
whether any case of (Government
servant was refecred to the Commis-
sion. I find that five cases of Govern-
ment servants were referred to the
Income-tax Investigation Commission
and if he gives any information with
regard to any case he knows of, then,
I am sure that prompt action will be
taken.

Over and above this Sectivn, we
have already established special cir-
cles in important centres. These
special circles deal with important
cases whenever they have been
brought to their notice. We have
also survey circles in order tv find
out if there are persons who are
liable to pay Income-iax but who are
not filling up the forms. In the big
centres we are getting good crops
by these survey circles. I submit that
we are taking very strict action in
bringing to book all those who are
evading Income-tax and we are 8lso
trying to see that not a single tax
evader escapes the cluiches vf the
Income-tax department. I am glad
that my friend, Pandit Thakur Das
Bhargava, has paid a tribute that In-
come-tax Officers are becoming more

Sardar A. 8. Salgal (Bilaspur): Be-
fore this they were not honest!

Shri M. C. Shah: In thuse times,
before Independence, they say that
there may have been corruption. I
do not say that there is no corruption.
I am glad and we are rather heartened
that the morale of the department is
going high. Therefore, wherever I
have gone I have spoken to the In-
come-tax Officers that we must see
that not a pie more is taken but at
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the same time we must be very care-
ful that not a pie is lost from the
actual dues to the Government. I
hope that that policy will be followed
by the Income-tax department.

Mr. Chettiar raised a point abuut
voluntary disclosures. There were
certain cases which were pend-
ing for a lung time and
they said this was the case with
settlement cases also. If my hon.
friends look into the Income-tax Act,
they will find that under the present
Act we have no powers—the Central
Board of Revenue cr the Central Gov-
ernment—to settle such cases. What
was done at the time of the disclosure
scheme was that those people were
invited to disclose and to make a
true and correct statement of dis-
closures. I think nearly 21,63 dis-
closure cases came out of which 20,440
cases were disposed of before 30th
April 1954. So, the grievance that
these cases were kept pending for a
long time is not correct. These were
pot settlement cases. When we in-
vited them to disclose they have dis-
closed within a particular perioa—
and that was before October 1951—
the true and correct statement of
affairs and they were just taxed ac-
cording to the rates leviable on them;
no penalty was levied.

My friend, Mr. Asoka Mehta, had
raised the question about settlements.
He said that there might be some
difficulty about settlements. The In-
come-tax Investigation Commission
have two judges and they made good
settlements. There may be some diffi-
culty or suspicion abvout settlements
to be made under this Act., We have
deliberately taken the powers of
settlement under this Act because
under section 5(4) out of 220 cases
there are quite a number of
cases which may be about
189 cases were settled —that is dispos-
ed of on a settlement buasis. As I
said there are no powers to settle
under this Act. If there are no powers
of settlement then all those cases
which were settled may come up
again for settlement when notices are

issued and it will be unfair on the
part of Government not to accept the
settlement terms which were accepted
by the Income-tax Investigation Com-
mission. They recommended certain
gettlement cases and that policy and
the cases are before the Government.
Under that Act, whenever they re-
commended a settlement they had to
be approved by the Government of
India ang so in all these cases under
sections 5(4) and 5(1) there were cases *
ang they accepted scttlements. Under
Section 5(4) when the notices are
issued and those people are coming
forward it would be unfair on the
part of the Government to investi-
gate again and that will mean ad-
ditional labour ang perhaps additional
hardship which the House wants to
avoid. Therefore, we have taken
powers of settlement. Ang those
powers of settlement are also subject
to the approval of Government, Those
powers of settlement are not with the
Central Board of Revenue. But with
the approval of the Central Govern-
ment those settlement cases can be
accepted. Therefore, there should be
no apprehension in the minds of hon.
Members that In settlement ceses the
Government will pursue a policy
which will not conduce to the welfare
of the Central Revenues of the Gov-
ernment of India.

As I said, out ot these 369 mirus
32 cases, we have already, after the
issue of the Ordinance, taken in hand
250 cases where we have issued notice
to about a hundred. f{ am glad to say
that aglready forty-six assesseegs have
come forward to settle their claims,
and we want to dispose of these cases
as early as possible if they come
forward. Even with respect to those
145 cases which are not yet taken in
hand by the Income-tax Investigation
Commniission, if while enquiring into
those cases they come in for settle-
ment, we are prepared to settle.
Therefore, we have taken powers to
settle the cases if the people come
forward to settle their casegs within
six months. We have advisedly put
a time-limit of six months. Other-
wise, we miglit go into those cases,
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and when everything has been found
out they may say “we want to settle”.
We do not want to give them that
opportunity. At the same time, we
want their co-operation in settling all
those cases, and therefore, we have
taken powers advisedly about settle-

ment.

Then again, it was said that there
were two judges, they came to a
right decision, and therefore, there
ought to be some judicial advisory
body. It cannot be accepted. Under
the Investigation Commission Act
there was no appeal on a question of
fact. There was only an appeal on
a question of law, to the High Court
and the Supreme Court. Here there
is an advantage to the assessees. They
will have an appeal on a question of
fact to the Assistant Appellate Com-
missioner and then to the Appellate
Tribunal, and on a question of law
to the High Court as well as to the
Supreme Court. As a matter of fact,
we do not want to impose any ad-
ditional hardship on those people who
will come under section 3¢ (1A).
Therefore, I can assure the House, as
I have stated earlier, that it is not
the intention to harass any honest or
straightforward assessee. But we
want to rope in all those who had
evaded Income-tax, and that is the
general desire of the whole House as
1 have seen from the trend of the
discussion.

My friend Mr. T. N. Singh said that
we have not got wide powers under
the Amending Bill. I do admit there
were wide powers given under the
Investigation Commission Act. But
today we are amending the ordinary
Income-tax Act, and, as I stated, we
propose to bring in a comprehensive
Amending Bill.

Shri K. K. Basu: When?

Shri M:"C. Shah: I have already
stated, after we get the recommenda-
tions of the Taxation Inquiry Com-
mission, by about the middle of
October, we will examine them and
in the next year we propose to bring
in a comprehensive amending Bill

423 LSD
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We have already thought about it
and we want to bring in a comprehen-
sive Bill to plug all the luopholes and
to get as much revenue, which is due
to Government, as possible, by plug-
ging all those loopholes.

Shri T. B. Vittal Rao (Khammam):
On the eve of the General Elections.

Shri M. C. Shah: Then it wag stated
by my hon. friend Pandit Thakur Das
Bhargavg that this one lakh of rupees
provision may mean discrimination.
We held discussions on that point
an@ we are advised that it is not so.
As a matter of fact in a fiscal statute
it cannot be considered to be a dis-
cremination. Today also we do not
tax those people whose inccme is
below Rs. 4,200 in individual cases
and Rs. 8,400 in the case of undivided
families. And then we levy super
tax only on those people who have
incomes over Rs. 25,000. Ang elso,
there are varying rates. So there
cannot be any question of discrimina-
tion if we have this limit of one lakh
of rupees. And the one lakh limit
has been kept also with the view that
there may not be harassment to ordi-
nary middle class people and only
those people who have evaded tax
on substantial incomes during war
time may be brought under this sec-

tion. So on the question of discrimi-
nation also there should be no
apprehension. We have seriously

considered this aspect and we are
advised that there is no discrimina-
tion.

My hon. friend Mr. Chatterjee
quoted the Solicitor-General. He said
the Solicitor-General had advanced
arguments that this section 5(4) was
there because they wanted to bring
in all those cases that had made war
profits. The Bill 2lso says about war
profits, and it has been made very
clear by the period 1st September
1939 to 31st March 1946. So I do not
think there is any substance in the
argument that was raised. Ag a
matter of fact, it is the unanimous
desire of the House that all those who
have made war profits and evaded
‘income-tax during the war period
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must be brought {o book; in fact, some
of the Members wanted to have this
limit also reduced. But in order
that, at this long distance of time,
there should not be any harassment,
we have put this limit of one. lakh
of rupees, '

Those were ine principel points
raised, and if there are any other
points which will be raised later on
while considering the clauses [ will
try to reply to those points.

Mr. Bansal had raised the point:
why bring In the shareholders and
the partners? There too, under the In-
come-tax  Investigation = Commission
Act also they can bring- in the part-
ners. Suppose there .are partners and
the liability of .a partner is to be
computed. The. Investigation Commis-
sion had the rjght to do that. And
we have taken those powers here. So
also in respect of the shareholders of
a private company.

1 think those were the only. points.
As.vega-ds the point raised Ry — Mr.
T. N. Singh, 1 have already replied
to it when you, Sir, asked me, and
1 said that according to the law  as
proposed this is certainly not the
position and the Department will be
entitled to take action in all cases,
subject to the limitation of the law
itself. Therefore, with the unanimous
support of the House, I think I should
not take more time in replyling to
the small, minor points that were
rajsed.

Mr. Deputy-Speaker: It is also
3 o’clock,

Shri M. C. Shah:
Sir,

Mr. Deputy-Speaker: The question
is:

I have finished,

“That the Bill further to amend
the Indian Income-tax Act, 1822,
to provide for the assessment
or re-assessment of persongs who
have to a substantial extent evad-
ed payment of taxes during a
certain period and for matters
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connected therewith, be taken in-
to consideration.”

The motion was adopted.

Clause 2— (Amendment of section
84, Act XI of 1922)

Shri K. K. Basu: I beg to move:

(i) In page 1, omit lineg 18 to 20.
(i) In page 2, omit lines 17 and 18. .
(i) In page 2, after line 41, add:

“(1E) Annually a repgrt shall
be placed on-the Table of the
House _of the cases reported
hereunder, giving the amount of
evasion involved, tax collected by
either method of assessment or
settiement and also the names of
such assessees.”

Shri Mulchand Dube (Farrukhabad
Distt.—North): I beg to move:

(i) In page 1, afler line 20, add:

“(iii) that the assessee, at the
time of the..@ssessmemt, possesses
property exceeding-flity thousand
rupees liable {o be attached in
the realisation of the tax assess-
ed.”

(ii) In page 2, lines 31 to 33.—

omit: “and .any penalty for
default in making payment - at
any such sum may be imposed
and recovered in the manner pro-
vided in Chapter VI.”

Mr. Deputy-Speaker: 1 will first
exhaust thon. Membhers in  whose
names the amendments siand. Then
I will call upon the others. Amend-
mehits moved:

(1) In page 1, omit lines 18 to 20.
(2) In page 2, omit lines 17 and 18&
(3) In page 2, atter line 41, add:

“(1E) Annually a report shall
be placed on the Table of the
House of the cases reported here-
under, giving the amount of eva-
sion involved, tax collected by
either method of assessment or
settlement and also the names of
such assessees.”
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(4) In page 1, alter line 20, add:

“(iif) that the assessee, at the
time of the assessment, possesses
property exceeding fifty thousand
rupees liable to be attached in
the realisation of the tax assess-
ed:”

(5) In page 2, lines 31 to 33, omit—

“and any penalty for default in
making payment of any such sum
. may be imposed and recovered in
the manner provided in Chapter
V1.”

3 p.M.

Shri Mulchand Dube: The Govern-
ment had accepied the principle that
ordinarily persons who have small
properties or incomes below one lakh
of rupees and who have escaped as-
sessment, should not be proceeded
against under the present law. My
amendment is merely a corollary to
the principle accepted by Government
that persons whose property does not
exceed Rs. 50,000 should also not be
harassed because the fortunes made
during the war have, most of them,
disappeared. It may be that at the
time of the assessment he owns an
ancestral house and the house that cost
about ten to twelve thousands of
rupees would at the present moment
be of the value of Rs. 50.000. I would
therefore request the hon. Deputy
Minister to consider this aspect of the
question also and to see whether, when
he is exempting incomes below one
lakh of rupees that have escaped as-
sessment, it will not also be advisable
not to assess persons who have pro-
perty not exceeding Rs. 10,000 or Rs.
15,000.

[SarpAR HUKAM SINGH in the Chair]

Shri K. K. Basa: Sir, the first of
my amendments to which 1 made a
reference during the consideration
stage, seeks the omission of sub-
section (i1) of section 1A that i
sought to be incorporateq in the
Income-tax Act, 1922. My whole idea
is that there should not be a limitation
as to the amount for which one per-
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son—the tax evader—may be called
upon by the Department for payment
of fax because my basic approach is
this. You say that evasion is a crime
and we have put it in this way. This
relates to 1939 to 1946 which was the
period when the situation was abnor-
mal and a large section of people had
made abnormal profits and evaded
tax. Sir, my whole idea is that if you
put a limitation and, ss you know it
has been amply reported by the
Incomertax Investigat on Commission
that the ingenuity of the
tax evade: has 110 bound.
The main Jdifficulty is about
bringing the tax evadcrs, anti-social
elements, etc. within the purview of
this particular enactment. Sir we
know there are business houses. I
know the example which was quoted
in Wesf Bengal Assembly regarding
Sarojmal Nagarmal who is deemed to
have evaded two crores of rupees. But
we know, Sir, tax evasion is there,
but they have many subsidiaries and
many other depending companies. It
may be said that a particular company
may not have been hauled up within
the section as suggesied by tre Gov-
ernmenf. C.B.R. has got to satisfy
before initiating enquiry that a per-
son by mistake or by miscalculation
might not have just crvossed the limit
by a small amount. They have com-
mitted mistakes so far as smaller ones
are concerned. C.B.R. has enough
power. It is a question of principle.
A person like Saroimal Nagarmal, if
he evades tax to the extent of Rs.
5,000 or so, shoulgd be hauled up. K
is a matter of prineiple and unless
you have a deterrant punishment for
the persons who, because of their
position and power in the society and
the money that they have, evade the
tax and circumvent the law, there
won't be any check.

I will give you another example
which has also been quoted in the
West Bengal Assembly. There are
Birla & Sons. They hav2 orient mills
which have evaded income-tax to the
extent of two crores. There is another
mill—Keshoram Mills—they have evad-
ed tax to the tune of eighty lakhs of
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rupees. There is another Pottery
Factory. They have evaded to the
extent of twenty-five lakhs of rupees.
1 do not know, apart from the
statement made in the West Bengal
Assembly, how far it is true. If you
have this limitation then there may
be a case where a person, who would
have been given an exemplary treat-
ment, may slip out. I know of a small
Pharmaceutical shop in Calcutta. Dur-
ing the war period they had a certain
very important medicine for the treat-
ment of typhoid, but that particular
pharmaceutical company wanted to
make enormous profit. For a thing
which cost Rs. 6/- he wanted to charge
Rs. 56 as a result whereof a middle class
patient could not be treated with that
medicine and he died because of that
greed of the pharmaceutical company.
We have got to see the psychological
attitude, the mental attitude, of the
persons who evade the tax. Some
times the income-tax itself is so mea-
gre and sometimes it is very difficult
for an ordinary persuon to calculate. I
am willing to accede in those cases,
and C.B.R. has some power, but the
amount is small. I have given the
example of the pharmaceutical com-
pany. They have no right to exist in
society if they themselves behave in
such a manner. My intention is that
there should not be any limitation of
the amount on which section 1AA is
sought to be amended.

There is another point. No notice
was issued after March 1956. It is
also because of the same attitude that
T am trying to judge the problem. This
portion relates to the period when
there was abnormalty. The figures
show that in March 1943, out of Rs.
117 crores of evaded income-tax, only
about Rs. 62 crores could be collected.
It may be difficult if you put the limi-
tation to catch hold of these persons
after 1956 because of this provision.
™ the books of some assessee it can be
traced out that such and such a per-
son has evaded tax. But, his case has
been concluded. It must be open to
the Government to re-open the case.
Why put in this limitation when you
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are legislating for these abnormals
and aberrations of society? They are
not normal businessmen. It is absolute-
ly necessary that we should have such
a power, abnormal power or summary
power to deal with these people. Un-
less we deal with these people strong-
ly, how can we build up a healthy
and prosperous India? They have to
be treated in a fashion which would
set an example to the future citizens
of India who will try to evade taxes.
I urge upon the House to look at this
problem from that angle of view and
I say that this limitation of date with-
in which action under this particular
section could be taken, should be done
away with. There should be no limi-
tation. The Central Board of Revenue
is competent to take a decision in the
matter. If you do not think that the
Central Board of Revenue is compe-
tent, you can make it obligatory that
there should be a man of a High Court
Judge Stature. I  feel that the
Central Board of Revenue comprises
of Members who have been in the
department for long. Of course, Shri
U. M. Trivedi said,—to some extent
Government is responsible—there are
persons who indulge in malpractices.
You cannot say that the whole de-
partment is corrupt. It will create a
sort of a psychology. As I said ear-
lier, from the ordinary clerks, on be-
half of whose Union I have made
speeches, to the Members of the Cen-
tral Board of Revenue, it is their
national duty, as members of the ad-
ministration, to find out the true
evaders. I do not think in a majority
of chses they will indulge in malprac-
tices. There will be one or two ex-
ceptions. I know, society as it is com-
posed today, cannot avoid. I say that
the Government should take the
strongest steps.

The third amendment relates to
publication. This is very important.
It is unfortunate that the Government
has made a rule that the particulars
of income-tax assessees and tax eva-
ders cannot be published. Even
through the Research Section of this
Parliament, I wanted to get up-to-date
information regarding these tax eva-
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sion figures, so far as the Investigation
Commission is concerned. Then, the
Research Section reported to me that
the Government has made it a rule
that this information should not be
furnished. These figures I got in
answer to my question in 1953.

Shri P. N. Rajabhoj (Sholapur—
Reserved—Sch, Castes): On a point of
order, there is no quorum.

Shri K. K. Basu: Why bother? Bring
your men.

Mr. Chairman: There is quorum.

Shri K, K. Basu: Wrong calculation;
brush up your mathematics.

I say this is a very important thing.
We do not even get this information.
Even our Research Section says that
the Government have made it a rule
that this kind of information should
not be furnished. The figures that I
gave relate to the amount of Income-
tax involved up to 1953. I wanted to
make it up-to-date. I wrote to the
Research Section of Parliament. Per-
haps, they sent a note to the Ministry.
Eight or ten days have passed. They
have not supplied the information.
This is very important. You will set
an example for the future anti-social
elements.

I shall give an example. In the
West Bengal Assembly,—unfortunate-
ly personalities have to be brought in
—allegations were made against Su-
rajmal Nagarmal and Birlas. I do
not know whether it is right or
wrong. The allegations were made in
the West Bengal Assembly. There is
also a book published. The publisher
has not been brought to book and
prosecuted for defamation. Unless
that is done, there seems to be a
prima facie case, The normal citizen
of India is right when he wants that
these people should be socially orstra-
cised. Even within the limited out-
look of the Government, they feel that
these people should be hauled up.
What do we ind? Our Prime Minister
attends one of Birla’s parties as Tex-
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maco faclory. It may be quite un~
wittingly. The Prime Minister does
not realise that his presence in that
particular function may lend colour to
the eyes of the common man, that the
Government is soft to these people.
He might have done it unwittingly.
We have to realise what the average
citizen of India thinks. Similarly, Shri
Gadgil gave an example. They have
a Press and they circulate whatever
is to their benefit. Immediately after
the allegations in the West Bengal
Assembly, Birla gives an invitation te
the Prime Minister to open an institu-
tion in Pilani. It is a good institution.
Unwittingly he had a joy ride there
with Birla. That photo was published
throughout the length and bresdth
of the country. The poor citizen
thinks that Birla is a good friend «f
the Government and there is no point
in prosecuting or finding fault with him.
There were allegations in the West Ben-
gal Assembly against Surajmal Nagar-
mal. Side by side, it is said that the
Chief Minister of West Bengal is his
friend, and wherever he goes he stays
with him and therefore we feel that we
cannot get justice if we pursue him.
In the interests of healthy develop-
ment of democracy and democratie
institutions that the pubMcation of the
names should be there. 1 do not say
that when the case is pending the
publication should be made. Imme-
diately after it is disposed of, it may
be published. Allegatien is made by
some Members that even in settlement
cases there were reports that the
Government was soft. Government
must come forward, disclose their
names and place before us, these are
the anti-social elements. It is our
duty to legislate against them. We
will give publicity and say these
people should be socially ostracised,
they have no right to Mve in society
because their actions are against the
interests of society. Therefore, I
urge upon the Government to see to
it that, not only in the interests of
healthy development of democracy,
but in the interests of good Govern-
ment, they publish the mames of the
tax-dodgers after assessment.
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Shri Pataskar (Jalgaon): I am sur.
prised to find that there is great en-
thusiasm or passion brought in a
measure which has been brought
forward in this House as a result of
something ihat happened in one of
the law courts. For instance, the
matter relates to the period /1939 to
1946, when, at any rate this Govern-
ment was not there. As is known all
over the world, probably, as a result
of the war several malpractices arose.
I will not therefore accuse that Gov-
ernment also by saying that they did
it deliberately, because we attribute
s0 many things. The war days were
$uch.

Shri K. K. Basu: They were mint.
ing money when you were in jail.

Mr. Chairman: Let there be no in-
terruption.

Shri Pataskar: [ am not in the
habit of interrupting any one and 1
expect that much courtesy from
others.

shri K, K. Basu: Interruption is a
normal part of a debate.

Shri Pataskar: Nor do I propose to
take a long time. What I was point-
ing out was that from 1939 to 194'6,
certain things happened and certain
malpractices happened. There is
absolutely no doubt about that in any
part of ihe House. Therefore, the
Government that came into existence
later thought that at least these cases
should be investigated and they should
derive some revenue out of ‘hose
people. They have made money out
of the miseries of the people; there
is no doubt about that. Therefore,
the Government passed the Income-
tax Investigation Commission Act.
Under the ordinary law, they had not
got sificient powers to deal with
these cases. Investigation started. As
we know, it is very difficult at a later
period to find out exagtly what had
been done by these people in the
past who indulged in malpractices.
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There is a later development. They
had to settle it because it was thought
that it would not be worth while
even to pursue them. I am not aware
of the complications that arose and
therefore they left that idea. Sub-
sequently, it appears that a section 5
(4) of the Income-tax Inves.igation
Act was found ultra vires. Govern-
ment say that they have brought for-
ward this measure with the purpose
of remedying that defect. If the Bill
had not been brought forward, ihe
result would have been that they
would not have been able to proceed
with the investigation of the cases
which are uninvestigated. There was
some force in the argument advanced
by Shri N. C. Chatierjee that at the
time when this matter was argued,
the Government had an idea of only
dealing with those cases which had
been already referred and which were
pending. What the hon. Member
Shri N. C. Chatterjee said may also
be correct.

I believe that by this proviso,
which my hon. friend Shri K K. Basu
wants {0 be deleted,

“Provided further that no such
notice shall be issued after the
31st day of March 1956.”

it seems that they do not want
power indeflnitely. It would not be
proper to have ihis power permanent-

ly.

Shri K. K. Basu: You can trust the
Government of the day.

Shri Pataskar: In this case, my
hon. friend Shri Basu has got full
confidence in the Government. In
certain other matters, he' has lost
confldence. There are other sections
which so far as this matter is con-
cerned, have no confidence in the
Government. Therefore, Govern-
ment has all along to find out what
is the reasonable thing which they
should do. And therefore, they came
to the conclusion that it would not
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be desirable that at least ten years
after the war was over they should
have any power to start a fresh in-
vestigations relating to matters which
happened ten years back. And there-
fore it is that they laid down .this
proviso: o

“Provided further that no such
notice shall b?, issued.. after the
31st day of March, 1956.”

That is the most reasbhahle thing
that Government can bg expected to
do. .

It may technically be true that
while the case in the Supreme Court
was being argued probably Govern-
ment had no case before them which
could be investigated from the _start
in future and even now probably
there may be no such cases before
Government, but on the off-chance of
getting some informatjon, probably
there was not much harm if they kept
that power to themselves till the year
1956 and therefore it is that that
period has been put in.

Of course, as I said, on the one side
there is one extreme.’ It says: ‘“No.
You should deal with only those cases
which are kept pending and not go
further.” On' the contrary, there is
my friend Mr. Basu who says this
should be a permanent- feature. I
think Government has struck a very
healthy and a right mean between
the two by saying that at any rate
ten years after no useful purposée
would be served. What  eévidencte
would be available after 195€? After
ten years we do not ‘expect there
will be any evidence available. Not
only that. But even o satisty some
of those people who say that Govern-
ment might recklessly wuse {hese
powers, I think there is another pro-
+viso which says:

“Provided that the Income-tax
Officer shall .not issue a notice
wunder this sub-section unless he
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has recorded his reasons for do-
ing so, and the Central Board of
Revenue is satisfled on such
reasons retorded that it is a fit
case for the issue of such notice:”

It this proviso was not there, I
myself would have said that probably
this was a power which could be en-
tirely misused by any Income-tax
Officer, and then probably some hon,
gentleman would have come forward
and said: “You are giving too much
power into the hands of people who
are already misusing them” and all
that. There are so many charges.
Mr. Basu himself asked how many
prosecutions had been started against
Government servants. That means
that Government servants are looked
upon with great suspicion by a section
of the House. Therefore, Govern-
ment also did not want this power to
be given entirely to the Income-tax
Officer, just because he chooses to
do so to issue a notice against any-
body. He says between 1939 and
1946 somebody did blackmarkeiing.
There is something probably in it,
but it may be with some ulterior
motive of harassing the man con-

cerned. Therefore, they have rightly
made this proviso:

“Provided that the Income-tax
Officer shall not issue a notice ,
under this sub-section unless he~
has recorded his reasons for doing
so, and the Central Board of

Revénue is satisfied...” ,

We have created that machinery,
the Central Board of ' Revenue.
Matters will go through them nor-
matly as !s expecrad

So, as I said, this is a very sobre
piece of legislation which the Gov-
ernment has brought forward just to
protect the man between the two ex-
tremes—one exireme which wants to
run away with the idea: ‘“Does not
matter, whether it is.just, equitable
or otherwise, go on trying.” I am no
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defender of any person, but I do not
understand because in the Legislative
Assembly of West Bengal some Mem-
ber referred to someone—I know
none of them, I can assure the hon.
Member—or because in some paper
they published the name of some per-
son, what Government should do. Are
we to presume that something has
happened? I think that is not a pro-
per procedure. And the recent argu-
ment advanced was thal because of
these names not being disclosed, be-
cause of that provision, people do not
come to know who they are. I think,
as my hon. friend Mr. Basu knows,
this is not a matter of special pro-
vision. The whole of the income-tax
principle as it is for the last so many
Years is that we do not make any of
these documents public.

Shri K. K. Basu: Not tax-dodgers,
only normal assessees,

Shri Pataskar: I do not know. Give
a dog a bad name and hang it. It is
something like that.

Mr. Chairman: Let there be no in-
terruptions. I have requested the
hon.,Member twice or thrice.

Shri Pataskar: I can undersand
when there are prosecutions in certain
cases. If there is a prosecution, there
will be nothing to prevent it from
happening, but not merely because
somebody has got prejudice against
some person or some names are Te-
pugnant to one section and some
names are repugnant to  another
section and therefore the Government
should do away with the wholesome
principle which is there embodied in
the Income-tax Act that normally
these things are not to be made
public. It is for the safety of the
State. It is nothing new in the In-
come-tax Act of this country. I be-
lieve it finds a place everywhere, and
alsn for right reasons. That does
not mean this provision enables
dodgers to escape. I could not follow
@8 to how because of the provision
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that their names should not be dis-
closed, therefore, if théy have com-
miited some offence or have done:
something wrong they could not be
hauled up for it at all.

I think, therefore, this is a simple
measure in which we need not in-
troduce all these other matters which
are quite foreign. The only fact is.
that Government wants to bring for-
ward a measure with respect to cer-
tain two hundred and odd cases
which are still pending. They want
to have the power to investigate those
cases. If, in the meanwhile, certain
other information is had and they
find more such cases, they will issue
notices only up to March, 1956. And
the third thing is there is the limit..
It says:

“that the income, profits or
gains which have so escaped
assessment for any such year or
years amount, or are likely to
amount, to one lakh of rupees or
more;”

That again, to my mind, is a very

wholesome and a  precautionary
measure, There are two  extremes
here also. Hon. Member, Pandit

Thakur Das Bhargava says that “such
year or years” means Rs, 1 lakh in
eight years, t.e, about Rs, 13,000 a
year. Is that the blackmarketing of
which we are talking? (Interrupt-
ions). I do not agree with him, [
feel that Government also, whenever
they want to take more powers for
doing something which is rather
out of the way, which is some-
thing extraordinary, do not want
to spend money on investigating
the characters of people. Sup-
posing in eight years, the income is.
less than Rs. 1 lakh, what is the cost
to Government of the investigation,
and what is the purpose served, how
much tax will be recovered by all
this? These are all practical con-
siderations which Government has to
take into account and which must be
taken into consideration. Therefure, ¥
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think this provision also is more or
less a sort of reasonable approach,
looking to the two extremes. There-
fore, as I was saying, this is really a
simple measure which may not have
been brought forward if there had
not been that decisivn of the Supreme
Court and which has been brought
forward as a result of that decision,
by which they thought that so many
people against whom  investigations
are going on and against whom in-
vestigations might be started who
might escape payment should not be
allowed to escape. Therefore, about
the necessity of the measure I think
there is no difference of opinion.

With respect to the proviso, on the
one hand those people think probably
officers and departments will run riot
and do something wrong against in-
nocent persons. I think there is suffi-
cient provision made in this respect.
With respect to the others who would
like to run at anybody because his
name is mentioned somewhere, there
is also provision that Government
does not want to proceed with these
extraordinary powers after ten years,
because practically it would be im-
possible in the year 1956 to find out
with reasonable certainty anything
and to spend such huge sums of money
after a thing from which no benefit
could accrue to the Government or to
the State or the society in general.
I therefore think that this is a very
sobre measure which has taken into
consideration both the pros and cons
of the question. It is intended to
remove an evil, and I would therefore
submit that the measure as it is
should be accepted and I think all
_these amendments are unnecessary.

Shri Bhagwat Jha Azad: Mr. Chair-
man, Sir...

UT Wi ereq ;o a@g et ®
witerd 1

Mr. Chairman: Let the hon. Mem-
ber choose his own language.

ot wmmee v oy ¢ e PregE
e ¥ gabed =gy gL
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Mr. Chairman: The hon. Member
will address the Chair only.

Shri Bhagwat Jha Azad: Mr. Chair-
man, this is the first time that I am.
extending my wholehearted support:
to such a measure. Previously,
either I had totally opposed the Bill’
or gave my partial support, but this-
is one measure to which I am giving
full co-operation though I feel this
measure will not go far. So far, in
the speeches delivered in this House,
nobody has disagreed with the princi-
ple of the measure.

Mr. Chairman: Though the hon.
Member might have been given this
first opportunity, yet he knows he is
on the second stage.

3

Shri Bhagwat Jha Azad: This is not
the first time. I have spoken.
hundreds of times. What I am say-
ing is...

Mr, Chairman: First time on this.
Bill.

Shri Bhagwat Jha Azad: What I
am saying is that this is the first
time that I am giving my wholeheart-
ed support to any Government Bill.

So far as the principle is concerned,
all sides agree, but objection has been
raised in regard to clause 2 which is
the operative part of the Bill, and I
will confine my remarks, as you were-
saying, to that very ™ clause. It has
been said that it will be open to
Government to see that whatever
wealth has been amassed during the
war period will be subject to investi-
gation under this Act, which is being
amended by this House. The object-
ions that have been raised to this are
ithat the period which is subject to
investigation is so long off that it wili
not be possible for Government {0 go
into it fully, and moreover, it is not
fair to expect from those who have
already evaded the tax to give proofs
and to produce witnesses after such
a long period. The second objection
is that it will not be fair that only
businessmen's cases should be re.
opened, and not those of others.
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I feel that the grounds adduced in
this House up till now are either
irrational or illogical or flimsy. The
only exception, in this connection, is
Shri N. C. Chatterjee, who by now has
established his repuiation in opposing
any Bill, good, bad or indifferent,
coming from the Government
Benches. Closely following him, Shri
U. M. Trivedi has supported this Bill,
and he has said that clause 2  will
apply only to those who are business-
men, and therefore. there is  dis-
crimination. I say it is not only to
those that this Bill will apply, but
it will apply to them also.

So far as the collection of evidence
is concerned. I feel that businessmen
are so acute and so clever that where
money is involved, even if it be a
‘pipe, they take particular care to
‘keep all tthe evidence. In our parts,
‘there is a small proverb which says:

TR A FT AT AT R TH A T AT |

It does not matter if you spend four
annas of oil, but you should not miss
even a pie in the account. They will
not mind if on a particular occasion
they have to spend four annas of oil.
though they may only realise one pie
at the end; but on hundreds of
occasions, they may spend four annas,
but get hundreds of annas in return.
In regard to evidence, Shri V. B.
Gandhi has said that it would * be
difficult to get all the evidence. I
say, so far as evidence and records
are concerned, they will all be there
intact.* Of course, by the time this
amending Bill is passed, and the evi-
dence is asked for, getting hint from
the speeches of my hon. friend Shri
V. B. Gandhi "and others, they may
probably be destroyed. But nonethe-
less, I feel all the records will be
there, or at least ‘the grounds will be
there sufficiently, because in war
times, wealth has accumulated. though
man has decayed. There is no deny-
ing the fact that this  ascumulated
wealth has been displayed -in- cocktail
parties, in luxury cars, and in palatial
buildings.
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1 feel that thig Act will not go far
enough in this sense.thai there will
be the intervention -''of the High
Courts and the Supreme Court, and a
person like my hon. friend Shri N. C.
Chatterjee will immediately come for.
ward tu plead the case of any man
who hgs evaded the tax. Still I feel
personally, that when there is a
prima facie case of such. accumula-
tion of wealth, the man - concerned
should be proceeded against. For in-
stance, here is a businessman who is
dealing with Rs. 50,000, but if within
this period, he has come to deal in
lakhs, obviously it is a prima facie case
that he is a blackmarketeer or a pro-
fiteer, and therefore, he should be
hanged by the nearest tree. Even
the present provision in clause 2 will
not go'far enough. Yet, I feel this is
good. The Supreme Court has in-
validated section 5 (4) of the-Income-
tax Investigation Commissiofr = Abt,
and therefore, Government Kave come
forward with this amending Bill
wherein this provision has been in-
serted.

It is said that glause 2 is an in-
direct affront to the dignity of the
Income-tax Investigation Commission,
which is very strange. I see nothing
strange in it, because it has by now
become the habit of those friends
about whom I mentioned earlier, to
come forward immediately to plead
the case of any businessman.

The hon. Deputy Minister has
stated that dyring the period the Com-
mission hag-been in existence, out
of a total of three hundred and odd
cases, about two hundred and odd.
cases have been investigated, and it
has been found that there have been
tax evasions in these cases. So, it
has been established that there has
been tax evasion. Not it is only
a question of how to deal with the
matter. The Income-tax Investiga-
tion Commission has done its best
and has found out something. But
we find that the powers that this
Parliament has given to that Com-
mission, and the powers that Govern-
ment have in their possession are not
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sufficient to deal with these cases. 1
feel, therefore, that Government are
perfectly justified in coming to this
House and saying, 1 want more power.
Of course, they are not giving more
powers to the Income-tax Investiga-
tion Commission but they want power
under the ordinary Act, which is
there, namely the Indian Income-tax
Act. There is no indignity or insult
.or anything of that sort involved in
this matter. These are all just flimsy
grounds which have been adduced by
. the supporters of those who want
that the persons who have evaded the
taxes should not be punished. One
of the objections raised, as I have
said earlier, is that the period to be
investigated into is so long that it is
unreasonable to expect the assessees
to produce all the evidence in  their
possession in respect of their income.
I shall put it the other way and say
that it is a premium given to those
evaders who have successfully evaded
the payment of income-tax. Their
argument seems to be that because
they did this evasion long long ago,
they should be left scot-free, and only
those persons who could be caught
within a reasonable period should be
punished. This is the argument
advanced under this clause 2. I think
this is something which is completely
illogical and flimsy. I feel that Gov-
ernment are perfectly justified in
bringing forward this amending Bill,
because it is but natural that any de-
mocratic government which believes

in a welfare state should certainly
bring forward such measures and
amendments as will tend to level

down the income, at least to a certain
extent, Though I feel that this
measure will not enable Government
to catch hold of all those evaders, be-
cause of technicalities and other
things, because the Supreme Court
and the High Courts may invalidate
some of its provisions, still I say that
whenever: any such occasion arises,
Government should come to this
House and have such powers as they
require.

In conclusion, I would repeat that
all the objections that have been rais-
ed against clause © are completely out
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of logic, and therefore, I  support
this Bill, though with this reservation
that this will not go far enough to
catch hold of all the culprits and
blackmarketeers and hang them by
the nearest tree.

Pandit K. C. Sharma: I support
this measure, and while doing so, I
am sorry that it does not go far
enough. I support the amendments
of my hon. friend Shri K. K. Basu.
I know my esteemed {friend Shri
K. K. Basu is rather an extremist
sort of politician, but in this respect,
since it is a matter of principle, I
agree cent per cent with him. This
is not a matter which is merely
financial. It is not that this Govern-
ment want money. What for do they
want this money? Any money that
has been earned by a blackmarketeer
has been spent away already or has
gone underground. If it has gone
underground, it is as good as dead
money, and what is the use of it? If
it has been spent away, then the
botheration and harassment taken to
realise it is not perhaps worth the
trouble, in ordinary cases. Agalin,
if the money is to be paid in long
instalments, perhaps, the money may
not be realised. Suppose there fs
something like a crore of rupees, and
it is to be paid in ten or fourteen in-
stalments, perhaps, the money is not
going to be realised. The funda-
mental question is that this social
organism called the state ensures
certain rights io its citizens, and
consequently, there are correlative
obligations on the part of the
citizens. One of them is to pay taxes
to the state, not because it is a
matter of charity or it should be paid
out of a generous feeling, but be-
cause it is a definite obligation on
their part to do so. Whatever wealih
is earned or produced by an in-
dividual is as a result of his hard
work or labour but there is a deflnite
contribution by the state also.

For the good, for the work, for the
safety, for the betterment, for the
protection and security of the man
who keeps his wealth inside his
house, the State takes certain meas-
ures; therefore, he has an obligation
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correlative to the right +{o produce
and keep the money ‘'he earns and
that is that he must pay the taxes. A
man who has not paid the tax, has
kept back the money which he has
no right to keep. Therefore, he is as
good a criminal as any thief. If a
thief could be punished, a tax-evader
must needs be punished and he must
be given a harder punishment be-
cause he has the intelligence and
the means and. therefore, has a social
status which he should. in no way,
be allowed to enjoy. Therefore.
what I beg to submit is that it is not
a simple affair of a financial question
that the Government will rope in a
certain amount of money, but it is a
question of social values. It is a
question of keeping intact the
social organism which you call the
State. No State can continue to be
a stable State unless the people who
make money are willing, and honest-
ly pay the taxes. I take a serious
view of the thing, because after in-
dependence people have become very
conscious of their rights and obliga-
tions. The moment a police constable
knows that the man with whom the
district magistrate takes tea or the
man who has the honour of a visit by
a Minister, daily makes a lot of
money by black-marketing and does
not pay the taxes. what would be
the result? He will not do his duty
towards the State. Therefore, cor-
ruption will come in. Then., where
would be the stability of the State?

One should remember that now
one cannot expect from another
certain Services when he is not on
his part doing his duty towards that
gection of the people. Otherwise, the
whole structure of the State will
crumble. Therefore, I beg to submit
it is a very serious matter and I
wholeheartedly support Mr. Basu's
view point in this respect.

The second point is that not only
are they as bad criminals as thieves,
but they are more dangerous for they
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have deprived the community of com-
modities at a time when it was hard-
pressed. During the war-time when.
there were lesser quantities of com-
modities in the market and therefore,
greater demand, they took away the:
medicine from the mouth of the sick
and they took away the cloth from
the naked. Still, my friends, Pandit
Thakur Das Bhargava and Mr.
Chatterjee, plead for a soft corner and.
that there would be harassment.-
Where is the question of harassment
or sofi corner? A sub-inspector is.
fit enongh to arrest a thief: he is fit
enough to prosecute him. But is an
Income-tax Officer less responsible-
than a sub-inspector of police? What
personal grudge has an Income-tax
Officer got against any such men who
keep back money which they have
no right to keep and thereby evade
tax and demoralise the society. Is
there any reason that they should:
be allowed to thus flout the law. It
is a strange logic that in relation to a
demoralised creature who has kept
back tons of money, the Income-tax
Officer is said to be a man who is
irresponsible and has a  personal
grudge against him. If he keeps
back heaps of money, he is not en-
titled to claim any sort of prestige
whatsoever. Therefore, a  black-
marketeer who has kept back the
money of the community is as bad a
criminal as any thief would be and
he has no right to any clemency be-
fore the law. He must be brought
to book at any cost—harassment or
no harassment. It is not a question
of money; it is a question of the
stability of the State. It is a question
of keeping going the structure which:
has been recently built and which:
we mean io keep on going.

I am sorry to say that I still hope
that the Finance Minister will bring
in u comprehensive law which will
give power to the department of in-
vestigation, interrogation, of search
and of taking  possession of the
account books. It is necessary. When
T spoke about the amendment of the
Income-tax Act previously. I sald
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that these powers were necessary. I
still repeat my demand, as Mr.
Bhagwat Jha Azad has said, that
‘these comprehensive powers are
‘necessary not so mucb with a view
to rope in the money, as to bring in
.a healthy state in the social structure.
T+ {8 much more important that
«avery citizen discharges his obliga-
‘tion under the Constitution rightly,
-gaithfully and honestly so that this
great structure may last.

. With these words, I support the
.amendment of my friend, Mr. Basu,
and I wish that the Finance Minister
would take note of the urgency of a
comprehensive piece of legislation
giving the depariment the powers
that I detailed, namely, of investi-
_gation, search, interrogation and
taking  possession of the account
books.

st do g0 wonttw (tenge-ehEE—
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Mr. Chairman: Mr. Borkar; he will
finish it in flve minutes.

Shri Mulchand Dube: Sir, I  have
two amendmenis, amendments 8 and
10. I have spoken only on amend-
mer.t No. 8 and not on amendment
No. 10.

Mr. Chairman: I{ was made clear
that every hon. Member who moves
amendments will be allowed only
one chance irrespective of the num-
ber of amendments. All the amend-
ments to clause 2 have been treated
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as moved. Now, it would be difficult
to give him another chance.
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Shri M, C. Shah: Sir, I oppose all
the amendments. First of all, Iwill
‘take the amendments of my friend
Mr. Dube. He wants to frave as a
condition precedent a certain amount
+of property before proceedings can
be initiated. It is Rs, 50,000 un-
. alienated property. I do riot accept
“that because in that case those who
had evaded and who had alienated
- their property will be in an advant-
. ageous position.

He again wants to delete the
+clause about settlement. This has
“been advisedly out in. as 1 have al-
ready explained in my reply. As a
matter of fact, the settlement clause
-was there in the Income-tax Investi-
gation Commission Act. When we
want to dispose of these, we would
like to have the co-operation of those
~who are to be assessed and to come
‘to some terms and seitlement with
~them, as early as possible, and to
«collect the tax and finalise the whole
~matter.

With regard to the three amend-
rments of my friend Mr. Basu.........
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!ﬁﬂowom:ﬂmdm
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wtr wgrw : aw oA T g W
g |

Mr. M. C. Shah: Does he want to
know about 5(4) or 5(1) and 5(4)
both?

waty WYY : AEf,  wET, T8 S
e ¥ P% ag @t FCT o e @ E TW
@ Peraan wwan gewegy g o
4 p.M

Shri M. C. Shah: Yesierday I gave
some figures and there is some dis-
crepancy. In all those cases which
were already disposed of under 5(4),
the tax comes to Rs. 525 crores.
There are yet 145 cases to be investi-
gated now. At the same time under
section 5(1) already some 830 cases
were disposed of. Out of these 830
cases 369 cases were referred to under
section 5(4). There are 482 cases under
section 5(1) and we do not know how
many cases will come out of those 482.
Supposing the Income-tax Investigation
Commission comes to the conclusion
that there are certain other things
involved in those cases which are
being investigated under section 5(1),
they cannot be taken up now under
section 5(4) by the Investigation
Commission. They will only be taken
up under this Act and we do not
know how many cases there will be.

Now, my friend in one of his
amendments wants to delete this limit
of one lakh of rupees. I have already
explained that from the revenue
point of view it is good and we should
accept it. At the same time, as
already stated, the ordinary people
may not have got the accounts books
for a number of years. Therefore,
there will be harassment of these
small businessmen. We do not want
to harass those people and that is
why we only want to take the case
of those who have evaded income-
tax on their income exceeding Rs. 1
lakh. .

Shri K. K. Basu: Their books also
must have been  destroyed and we

-
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would not be able to get hold of
them.

Shri M, C. Shah: We will just see,
Now, there is another amendment de-
leting the time limit up to 31st
March, 1956, As I just now said,
there are 369 cases under  section
5(4) and many more cases out of
the 482 cases under section 8(1) and
so on. ‘Therefore, we want to limit
the period up to 81st Mareh, 1936.
We want to issue notices of those
which may not have been finalised by
{hat time. but about the notices we
want to put a limitation.

Now, about the general question as
to whether there should be no time
limit, in section 34, 1t is not there in
so many other countries like the Uni-
ted States and the United XKingdom.
That matter today is heing investigat-
ed by the Taxation Enquiry Commit-
tee, and I have said already in my
reply, that report will be qoming
very soon. I also stated that after
getting the recommendations from
the Enquiry Committee we will go
into the recommendations and it
they recommend that there should be
no general time limit in Section 34,
certainly we will consider that and
bring it in the qomprehensive amend-
ing Income-Tax Act.

Shri K, K. Basu: May 1 know, do
you expect cases pending before the
Income-tax Investigation Ceommission
to be flnished -in enother year? 1
ghould say that the rate of progress
js not so fast. T

Shri M. C. Shah: The period of the
Investigation Commission expires on
31st December, 1955 and, possibly,
we expect that all these cases—482 or
so—will be over by that time. Under
section 5(1) as I have already stated
there are 482 cases but there are
groups of them; one group may be
about 50, another group 60 and soon,
Possibly, they are at work and they
may finish by that time. That is why
we have put down that the notices
should be issued by 31st March, 1956
and the general question may be left
over to the Taxation Enquiry Com-
mittee.

423 L.S.D.
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Then, this third amendment is
that annually a report shall be placed
on the Table. We cannot  accept
that and that cannot be incorporated
in the Law. I can assure the House
that all those cases which are settled;
which are investigated, demands
raised and tax collected will be placed
on the Table of the House. There is
no difficulty for the Government to
place them before the House.

Shri K. K. Basu: Including the
names?

Shri M. -C. Shah: About the names,
perhaps the ‘hon, Member knows that
there is section 54 under the Indian
Income-tax Act. As long as it is
not amended and as long as it is
there on the statute-book, the Gov-
ernment cannot divulge the names of
the assessees. So far as the Investi-
gation Commission is concerned,
there also there is the provision that
names cannot be divulged. My
friend complained that we are not
giving them figures regarding the
Investigation Commission and that
they are treated as confidential. They
are not treated as confidential. As a
matter of fact, in each session, there
are so many questions about how
many cases have been disposed of,
how many cases have been settled,
what is the demand raised and what
is the income. We always give that
infarmation. About the names we
cannot give that. Section 54 of the
Income-<tax Act and the Investigation
Commission Act impose secrecy on
the Government. As long as  those
sections are there, (Government can-
not divulge the names.

Shri K. K. Basu rose—

‘Mr., ‘Chalrman: I would request the
hon. Member to keep his other re-
marks for the third reading.

Shri K. K, Basu: Sir, there is a
misstatement, I sent some requisi-
tion ragarding some Jfacts and not
names and I was told that they can-
not give the same under some rule.

Mr. Chairman: The hon. Member
can get. it clarified from the Minister
privately.
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Shri M. C. Shah: So, Sir, the com-
plaint of not supplying fgureg Iis
not correct., There is nothing con-
fidential about giving figures. The
figures are practically given a dozen
times. Just a week before I gave all
the figures and they are with me even
today. I can give them at any time.
But regarding the names they can-
not be disclosed as long as section
54 js there on the statute-book.

Therefore, Sir, I oppose all the
amendments and I hope they all will
be thrown out by the House,

Mr, Chairman; The question is:

“In page 1, omit lines 18 to

20.”
The motion was negatived,

Mr. Chairman: Does Mr. Mulchand

Dube want me to put his amend-

ments? v

Shri Mulchand Dube: No. Sir, 1
beg to withdraw them.

The amendments, were by leave,
withdrawn.

Mr. Chairman: The question is:

“In page 2, omit lnes 17 and
18.',

The motion was negatived,
Mr. Chairman: The question is:
In page 2, atfe.r line 41, add:

_ *(1E) Annually a report shall
be placed on the Table of the
House of the cases reported here-
under, giving the amount of
evasion inyolved, tax  collected
by either method of assessment
or settlement and also the names
of such assessees.”

The motion was negatived.
Mr. Chairman: The question is:

“That clause 2 stand part of
the Bill.”

The motion was adopted
Clause 2 was added to the Bill,
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Mr. Chairman: The question is:

“That clauses 1, 3 and 4, the
Long Title and the Enacting
formula stand part of the Bill.”

The motion was adopted.

Clauses 1, 3 and 4, the Long Title
and the Enacting Formula were
added to the Bill.

Shri M. C. Shah: Sir, I

beg to
move: '

“That the Bill be passed”.
Mr. Chairman: Motion moved:

“That the Bill be passed.”

Kumarli Annie Mascarene (Tri-
vandrum): This Bill i{s a clear proof
of the lack of a comprehensive tax
system for the State. I am satisfled
at the assurance given by the hon.
Minister that they are awaiting the
Taxation Enquiry Commission’s re-
port to frame for the country a com-
prehensive system of tax. In the
meanwhile, I beg to remind the Gov-
ernment that the principle of economy
they have accepted is mixed economy
and as long as the country has
accepted the mixed . economy, and
as long as the private sector
dominates over the public sector, a
comprehensive system of taxation is
necessary to socialise the State and
to administer equity of justice to the
tax-payers. As it is today, I beg to
point out that the burden of taxation
rests on the poor man. This is clear
proof of Government'’s preferential
treatment hitherto carried out. This
is not a voluntary Bill. This is a Bill
forced on the Government, forced by
a Supreme Court pronouncement,
forced by public opinion. On this
side of the House you would have
heard many a time during the last
seven years that the system of, tax-
ation does not justify equity at all
More than once we have pointed out
tax evasion and today Government
has brought forward the Bill. I am
happy to support it, but at the same
time I wish to remark that it were
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voluntary. The importance of the
Bill is minimised by the provisions in
it. The discrimination as seen in
clause (ii) of section 2 is itself a
great injustice to those who pay. It
Las been elaborately dealt with in
this House and I do not wish to deal
with it any more. On the provisions
in section 2 with regard to income-
tax officers, much might be said on
both sides. I understand the wisdom
nf Government in not investing In-
* come-tax Officers with powers for
they must have been more than once
convinced of the corruption of In-
come-tax Officers. Of course, we
have confildence in the Board and
nothing can be done or no assess-
ment can be done without satisfying
the Members of the Board with the
reasons for such assessment. I think
Government is right in making that
provision, notwithstanding the fact
that Income-tax Officers are more
than adept in making assessment.

On the whole, I wish to support
the Bill. It is a salutary measure,
but please be bold enough to make
it a salutary measure by reforming
the clauses and provisions in it
which allow more than half the
black-marketeers to escape. You have
left a loophole there for them to
escape and you have left the trap-
door open to catch honest people.
With these remarks, I support the
Bill.

Shri D. C. Sharma (Hoshiarpur): 1
have gone through the provisions of
the Bill and have listened to some of
the able expositions of the Bill on the
floor of the House. I think the Bill
embodies a moral phjlosophy and I
am in wholehearted support of that
moral philosophy. The moral philoso-
phy is that the person who profiteers,
that the person who makes money in
an illegitimate munner, js to be caught
hold of and punished as severely as
possible. I think this ethical approach
of the Bill is very good because of the
many despicable cnaracter produced
hy the modern civilisation, none is
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more abominable than the person whe
profiteers and who amasses money in
all kinds of ways. Only this morning
Mr. Gadgil read out a case in which
it was pointed out how a man tried to
play with the lives and health of
soldiers, but I ask: Are we justified
in limiting the time of the Bill? Are
there no black-marketeers in India now?
Are hoarders gone out of India? Are
there no persons who try to acquire
wealth in afl kinds of ways? Only
during the last two or three days I
have been reading about the artificial
sugar scarcity in this country and I
think all my friends have read about
it—it has been front-page news in al-
most all the newspapers in India.
Stocks go underground and artificial
scarcity is created in the market.

Mr. Chairman: Let me remind the
hon. Member that the time for the
third reading is very restricted.

Shri D. C. Sharma: And therefore
I am speaking with a sense of restric-
tion. It is given in this Bill that only
ill-gotten incomes are to be assessed
which fall within a particular time-
limit. So far, it is good, but I would
have liked the Finance Minister to see
to it that this should have been made
not a restrictive measure of that type,
but it should have been made a mea-
sure applicable to the conditions pre-
vailing in India for as long a period
as possible. That is my humble sug-
gestion. But it has not happened. All
the same, I think that it is good so
far as it goes.

Again it has beex §aid that only that
amount of profit is to be taxed which
goes above a limit of Rs. 1,00,000. I
think tax evasion is bad as theft is
bad, whether the theft pertains to a
rupee or two or flve or ten. Why can
you not apply the same principle of
jurisprudence to' tax .evasion as you
apply to the case of theft and other
things? I cannot understand -why this
inequitous provision is there that in-
come only above a certain limit should
be taxed.. It may be said that this has
been done because the expenditure in-
volved in ansessment would be too



2449 Indian lncome-tax

[Shri D. C. Sharma]

heavy. Of course, it may be there,
but you should not let off some per-
sons because the rot does not start
only at the bottom; it also starts at
the top. Therefore, if you want to
prevent rot, you shoeuld have a law
which applies to all cases from top
to bottom, Here I find that the limit
has been very high and I know there
are persons who can evade it. Only
just now I listened to a speech deliver-
ed by my friend, Mr. Borkar who said
that accounts are cooked up and all
kinds of books and registers and ledg-
ers are kept, and that everything is
done to throw dust in the eyes of the
Income-tax Department. I know the
Income-tax Department sits very hard
upon those persons who draw regular
salaries. Their income is there;
they are very strict in dealing with
them; they are just in dealing with
them if I want to be charitable
to them. But when he goes to
assess the incomes of the traders and
others. I must say that they are not
as vigilant and as accurate and as
strict as they should be. I do not
want to say anything harsh about any-
body. I am a very kind-hearted per-
son. But I want to say that this rule
should be applied to all the persons,
There are so many loopholes given to
them. Then there is the time for ap-
peal, I believe, six months and all that
kind of thing. I would, therefore, say
to the hon. Finance Minister to look
into these things.

I congratulate you on the Bill that
you have brought; it goes a little way
and I would ask you to bring a com-
prehensive Bill in this House which
covers all these cases.

Mr. Chairman: ‘It is far better if
the hon. Member continues to address
the Chair.

Shri D. C. Sharma: Sometimes the
speaker has to look right or left: he

could not always be looking to the
Chair.
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Mr. Chairman: The Chair is not
envious of his looks but he should ad-
dress the Chair.

Shri D. C. Sharma: 1 was looking
all the time at you and addressing you
but sometimes I had to turn right and
sometimes left.

What 1 am submitting is this. When
he brings the comprehensive Bill, I
would request him not to show mercy
to black-marketeers, and to the pro-
fiteers whether they belong to this ciy
or that city and to see that the profit
limit is reduced and also the time-limit
is not as much as to take away the
effectiveness of the Bill

YR To TEO WEIW : MWy W,
a7 ot Yo @ @ ¥, oW w0 A @nw
TN E N

Shri B. N. Misra (Bilaspur-Durg-

On a point of order, Sir,
can an hon. Member address the Chair
as ‘Mr. Speaker’ when the Speaker is
not in the Chair?

Sardar A. S. Saigal: Sir, you are
there on the Chair as Chairman and....

Mr. Chairman: There is no harm
in addressing the Chair in that way
whoever occupies it as the functions
are the same and are to be performed;

therefore, that would not make any
difference.......

Shri B. N. Misra: That makes a
difference...

Mr. Chairman: That is all right
He can continue the speech.

TR To QWo wynw : #Y Ay ymae
AT St Jee & dfew o wt e
o g wied fs aw don @ T
dury doar ¢ of T wogy W R T
srar ¥

Tt aetew ;o e den A
swaﬁaarﬁu;sﬁl -

TR, To TWO WO : aeww el
*‘M@nﬂﬂmwhm
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Shri M. C, Shah: Mr. Chairman, I'
have not much to add to what I have
already said. I am grateful to the
House for giving its unanimous sup-
port to this Bill. I should express the
hope that the tax evaders in the coun-
try will take note of the sentiments
expressed by all sections of the House
and will see that they pay their dues
to the Government-—whatever dues
are there. With regard to the com-
prehensive legislation, I have already
stated that after the Taxation Enquiry
Commission’s Report comes before us,
we will examine that and we propose
to bring, as early as possible, a com-
prehensive Bill to plug the loopholes
that may be there. I hope that the
hon. Members also will give full co-

‘operation to the Central Board of Re-

venue and to bring to our notice if
they come across cases of evasion of
fax and I can assure them that all
these cases will be looked into imme-
diately and effective action will be
taken...

Shri K, K. Basu: Do not be soft,
Mr. Chairman:’ The question is:

“That the Bill be passed.”

The motion was adopted.

[ ]



2453 18 SEPTEMBER 1854 Central Excises 2454

CENTRAL EXCISES AND SALT
(AMENDMENT) BILL 1954

The Deputy Minister of Finance
(Shri A. C, Guha): Mr. Chairman, I
beg to move:

“That the Bill further to amend
the Central Excises and Salt Act,
1944, be taken into consideration.”

1 think the hon. Members will re-
collect that some time back in this
House there were references on seve-
ral occasions to the introduction of
the machines in the biri manufactur-
ing trade. That was taken as menace
to the employees in the biri manufac-
turing industry. This Bill is to coun-
teract that menace.

The biri industry is a labour-inten-
sive industry. A large number of
workers are employed, sometimes
children, sometimes women, and often
invalid persons also participate in this
business.

[SHR1 PaTasKar in the Chairl.

They do these things in their own
houses. The biri manufacturers em-
ploy some contractors known as satta-
walas. Each manufacturer has fifty or
sixty sattawalas. Those sattawalas or
contractors take the tobacco, the wra-
per leaf and thread from the manufac-
turers and distribute these things to
their workers. Very often these
workers are children, women and often
invalid persons. They do this work in
their own houses. There are about six
lakhs workers now employed in this
industry. It is a cottage industry al-
most in the truest sense of the term as
the workers very often do the work
in their own houses.

When the biri manufacturing
machine was introduced, it was natu-
rally taken as a threat to the employ-
ment of these six lakhs workers. Ac-
cording to our calculation about 63
per cent. of the workers will go out of
employment if this machine is allowed
to work in the manufacture of biris.
This machine can do 1,500 biris in one
hour, whereas a wvery skilled worker

and Salt (Amendment) Bill

can produce only 125 biris in one hour.
So you can just understand the com-
petitive position of -an ordinary work-
er as against this machine. When al-
ready the unemployment problem be-
fore the country is rather serious, if
sixty-five per cent. of these six lakhs
workers are to go out of employment,
surely the Government cannot be in-
different to such a situation. That 18
why on the 30th July an ordinance
was passed whereby an excise duty
of three rupees per thousand biris
was imposed. '

I think I should state here that this

“machine has practically not started

working in the  biri manufacture.
Only four or five machines were sold,
two in Bombay, two in Calcutta, and 1
think one in Baroda. The two
machines in Calcutta did not produce
any biri for sale; only, they were us-
ed for demonstration purposes. In
Bombay they produced only about
2,70,000 biris. And in Baroda that ma-
chine produced some biris, but those

‘were not sold as the consumers re-

fused to take those things, and now
that man who has purchased that ma-
chine has asked for the permission of
the Government to destroy those biris.

Since the promulgation of the Ordi-
nance this machine has not really been
able to work and so we can take it
that the Ordinance has been quite
effective and jt has served the purpose
for which it was promulgated.

We have calculated also that the
profit margin of machine manufac-
ture of biri would be about Rs. 1-14-0
per thousand, and that has been the
basis of calculation for fixing the rate
of excise duty. We have put an excise
duty of three rupees on thousand
biris. But, as I have stated, the profit
to be made by the manufacturer of
the machine-made bir{ over the hand-
made biri is Rs.1-14-0 per thousand.
So three rupees ver thousand is
quite a prohibitive rnte for the intro-
duction of machine in the biri manu-
facture.

Shri Kasliwal (Kaotah-Jhalawar):
What is the price of the biri manufac-
turing machine?
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shri A. C. Guha: Rs. 2,200. It is
not a very costly thing. And that 1s
also one of the difficult points which
the Government has to contend with
1f the machine was a very costly one,
then people might not have gone for
the machine. But when it is rathe:
cheap, costing only Rs. 2,200, there
would be a large number of people
who would be in a position to invest
{wo or three thousand rupees; and thal
is why Government took prompt
steps to see that this machine may nct
be introduced or may not be put ‘in
use at all.

I have alrcady stated that there are
six lakhs workers, and I think hon.
Members of the House may be inter-
estcd to know the Statewise break-up
of these six lakhs workers. This in-
dustry is mostly concentrateG in four
States. Madhya Pradesh has got 13
lakh workers; Bombay 1,52,000; Mad-
ras 96,000; West Bengal 72,000; and
the rest of India 1,50,000.

I think this is a very simple Bill.
It is a Bill of only one clause, and it
embodies or implements the ideas very
often expressed in this House. And
there is nothing controversial in this
matter. So I hope hon. Members
will take the Bill in good grace. I com-
mend the Bill for the consideration of
the House.

Mr. Chairman: Mclion moved:

“That the Bill further to amend
the Central Excises and Salt Act,
1944, be taken into consideration.”

Shri M, S. Gurupadaswamy
(Mysore): Sir, I have an amendment.

Mr. Chairman: Does he want to
speak on the amendment or on the
motion?

Shri M. S. Gurupadaswamy: My
amendment is to circulate the Bill. I
also want to speak on the Bill.

I beg to move:

“That the Bill be circulated for
the purpose of eliciting opinion
thereon of Biri workers and others
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who participate in the manufac-
ture and sale of biris, by the firat
week of December, 19854.”

I am not a biri smoker; I am not
a smoker at all.

The Deputy Minister of External
Affairs (Shri Anil K. Chanda): Take
to it.

Shri M. S. Gurupadaswamy: Any-
way, I am associated with the biri in-
dustry because my constituency is full
of biri workers and biri manufactur-
ers. It was very surprising that the
Minister said that this measure is very
simple, it is a one clause Bill and it is
not at all controversial. I am astoni-
shed at the way he talked. There are
so many issues involved in this mea-
sure. Though the Bill looks very
simple with only one clauge in it, its
implications and the consequences of
this measure, I [feel, are very far-
reaching.

It is very unfortunate that the Minis-
ter has not appreciated the problems
of this industry. This industry has
been in a very disorganised condition.
Of course, it is run on a cottage indus-
try basis both in the rural and urban
areas. Also, it is true that it is run,
controlled, managed and owned most-
ly by individual entrepreneurs. There
is very 'little co-operative effort, very
little collective set-up in this industry.
I agree with the Minister that this
biri manufacture is' done by families
with very little organisdtion. That is
the great drawback of this:industry.
The manufacture is carried <m - by
families in their homes, working 8
hours, 10 hours or 12 hours a
day. Now, with the gradual de-
velopment of this industry, we
have been evolving a specialised
class of workers in this industry. For-
merely. biri manufacture was a subsi-

- diary industry for most of: the people

and people used to get a supplemen-
tary income out of this industry. They
used to devote their spare time, in
the night or day. Whenever they got
time, they used to take to biri manu-
facture. With the gradual'- develop-
ment of this industry, though still in
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an unorganised state, the workers in
this industry have come to form a
specialised class, They are not people
who take or can take to other avoca-
tions in life. ‘l'hey are mainly depend-
-mg 'upon this industry. I gather from
the Minister that nearly 600,000 work-
ers are employed in this industry. It
is a considerable number.

* This industry has got certain big
problems. Since this industry is dis-
organised, the Factories Act is not be-
ing applied strictly and other labour
laws are also given a go-bye. We also
find that the employers have been
employing ‘women and children and all
sorts of people belonging to various
‘age groups without regard to their
health and other conditions. The
wages that thcy get are miserable.
The conditions in which they are
working are abominable. Facilities,
medical and otherwise are totally ab-
sent. So, we see that the Government
have not .done anything so far to or-
ganise this industry on a proper basis.
They have not done anything to pro-
tect the interests of labour. The hon.
Minister ‘was . just now waxing elo-
quent .about labour difficulties. I am
‘wery -glad that at least in speeches,
‘the members of the Treasury Benches
are sympathetic about labour and
their interests. What have you done,
1 ask, till now to protect the interests
.af labour. Have you issued any direc-
tive to the Labour Department in the
States? Or, have you taken any con-
.Odete .measures to organise this indus-
try on sound lines and to protect the
intevests of labour? The failure of
this industry to organise itself is main-
ly due to the policy of the Govern-
ment. to the callous neglect of the
Government. I charge this Govern-
ent end the States Governments that
no -effort has been made to properly
control, organise, or bring about some
gort of good conditions in this indus-

try.

The .purpose of this Bill, as I under-
stand, is to impose an excise duty on
biris manufactured by mechanical
processes,
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Shri V. B. Gandhi (Bombay City—
North): As I understand, the time
allotted by the Business Advisory
Committee for this Bill is only three
tiours. Would you therefore consider
putting some limitation on the time
for the speeches?

Shri Bansal (Jhajjar—Rewari): Our
experience has been that time-limit is
imposed after one or 11wo speakers
have spoken, with the result that
those who stand up later on get only
five minutes or ten minutes. .

Mr, Chairman: 1 think the subject
is very small. We shall see.

Shri M. S. Gurupadaswamy: [ do
not propose to take much time.

Mr, Chairman: If hon. Members
realise that factor, the Chair need not
intervene at all.

Shri M. S. Gurupadaswamy: The
purpose of the Bill is to impose an
excise duty on biris manufacutred by
mechanical processes. The rate of
duty contemplated is Rs. 3 per thou-
sand, The hon. Minister observed in
the course of his speech that the mar-
gin of profit that will accrue as a re-
sult of the introduction of mechani-
cal processes will be near about Rs.
1-14-0 per thousand. 1 will take that
statement as correct. But I want to
point out a contradiction in his
speech. He said on the one hand that
the margin of profit as a result of the
introduction of machines in the biri
industry would be about Rs, 1-14-0,
per thousand. Then, on the other hand
he said that he wants to impose a duty
of Rs. 3 per thousand. He observed
that this is not prohibitive. I cannot
understand how it is not prohibitive.
1f the margin of profit is only Rs. 1-14-0
according to his own statement and
the duty is Rs. 3, I could not under-
stand how it is not prohibitive. Tt
wil!  prohibit the introduction of
machines, I want to know from the
Minister whether he wants totally 10
prohibit the machines.

Shri A. C. Guha: I have stated that
it is a prohibitive duty. I have not
sald that it is not prohibitive.
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Mr. Chajrman: It is not prohibitive
to the consumer; it is prohibitive to
those who want to mechanise. Pro-
bably that is what the hon. Minister
means.

Shri M. S. Gurupadaswamy: Then
I take it that the hon. Minister does
not want the introduction of machines
in biri manufacture. But, I may pose
a few questions to him, What is the
state of biri manufacture? How many
biris are we manufacturing today? I
understand that we are manufactur-
ing 75 crores of biris every day in
India. So far, the market for these
biris is only internal. The little exter-
nal markets that we had have been
lost. During the war there was
a good market for the biris. There
was really an expansion of the mar-
kets at that time. There was good
demand from outsiders. After the
war, the external market for biris
has been dwindling. For example,
we had a good market in Pakistan.
Pakistan now has imposed heavy im-
port duties on biris. The market in
Pakistan for our biris is fast disap-
pearing. Again, in Ceylon and Burma,
we had very good markets for our
biris. Now, they have got their local
varieties and they do not want to im-
port our biris. To that extent, we
have lost those markets. But still we
can have good markets in other coun-
tries. There are marketing possibili-
ties for example in some of the Middle
Eastern countries, and in some of the
South East Asian countries. For ins-
tance, there is marketing possibility
in Malaya. We can have good markets
in Nepal and also we can have good
markets in Afghanistan and other
Middle Eastern countries. If we real-
ly are serious about capturing external
markets. I think it is very necessary
to expand our production of biris,
and any expansion in the production
of biris also should involve improve-
ment in quality. Today there are all
kinds of biris available in India. There
is no standardisation as such. There
is no one standard biri and we do not
have quality biris. Biris are not pro-
perly graded and there is no control
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at all over the quality of biri manu-
facture. So, I say that if we can
bring measures or take proper steps
to control the quality of biris, stan-
dardise them, and also if we can take
sufficient care to see that the cost of
production of the biri is reduced, then
it would be possible for us to ex-
pand biri manufacture and by slowly
introducing machines we will not be
in any way displacing labour. So, it
is very unreasonable I say to prohibit
once and for all the introduction of
mechanical processes, mechanical tech-
niques into biri manufcture. On the
other hand, 1 want the Government
to take other mesasures of expanding
biri manufacture, improving biri
manufacture and also to find more
markets for them outside India. ‘' So,
now what is necessary today is to in-
troduce co-operatives into biri manu-
facture and also to remove the inter-
mediaries who are found in a large
number in this sector.

For example, I may say that the
wrappers are supplied not by people
direct, but only by brokers, interme-
diaries, on a commission basis, as a
result of which the cost of production
has gone high. So, if you remove
these intermediaries, middlemen, bro-
kers, it is quite possible to bring down
the cost of production,

Then again, it is also necessary that
from the point of view of the biri in-
dustry we should think of the compe-
tition from cheap cigarettes. Now,
cheap cigarettes are being manufac-
tured in India. They are great com-
petitors, and naturally, if there are
cheap cigarettes, people would like to
have cheap cigarettes instead of biris.
I do not know all the varieties of ciga-
rettes, that are available today because
I am not a smoker. I think cheap
cigarettes are available in large num-
ber. I am told for two annas you can
have ten cigarettes of “Charminar”
variety. So, when the competition is
so great, it is very difficult to maintain
this industry for long. So, I say biri
manufacture should centinue, and not
only continue, but expand; not only
cxpand, but expand on the basis of
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improved techniques, improved machi-
nery. And after all, the machines that
have been invented have been invent-
ed by us, have been manufactured by
Indians. The manufacture of machines
provides employment for a large num-
ber of people. So, we are not in any
way displacing labour by introducing
machines. By the introduction of
machines, we do not mean that it will
upset the entire biri industry. If you
take other measures, proper measures,
then it will be possible to bring about
improvement of manufacture by in-
troduction of machines, and at the
same time keep the employment level
as it is or even improve it. So, I falil
to understand why the Minister has
not given sufficient thought to these
things.

I feel that Rs. 3 per thousand is very
prohibitive, and we should not pro-
hibit the introduction of machines in
the manufacture of biris. I therefore
suggest that this Bill may be circulat-
ed to elicit opinions of thase people
who are interested in biri manufac-
ture, and who participate in the manu-
facture of biris, and after having their
opinion, we can fix up whatever rate
is reasonable, I strongly feel that the
present rate suggested in the Bill is
very unreasonable,

There is an amendment given by
Shri Sadhan Gupta. He suggests in-
creasing it to Rs. 8.

Mr. Chairman: Let us not discuss
those amendments.

Shri M. 8. Gurupadaswamy: I am
just finishing.

Mr. Chairman: The point is, because
we have given three hours to the
whole of this Bill, and I think the
hon. Member has made many points,

let some other members also speak on
it.

Shri M. 8. Gurupadaswamy: I find
there is another amendment by Shri
Madho Reddi who suggests Re. 1. I
feel the duty should be reduced, and
it will be better if we fix up at Re. 1
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or Rs. 1-8-0.
able rate.

That would be a reason-

1 again suggest that this Bill may
be circulated to elicit opinion and after
ascerlaining the opinion we may fix up
the rate of duty.

Mr. Chairman: Amendment moved:

“That the Bill be circulated for
the purpose of eliciting opinion
thereon of biri workers and others -
who participate jn the manufac-
ture andsaleof biris, by the first
week of December, 1954.”
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