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LOK SABHA 

Saturday, 18th September, 1954

The Lok Sabha met at Eleven of 
the Clock

[Mr. Speawcr in the Chair} 
QUESTIONS AND ANSWERS 

<itfo Qtuttioru: Part I not published)

11 AM.
PAPER LAID ON THE TABLE 

N otifications unoi»  S ea Custom s  
A ct

The Deputy Minister of Fiasnce
(Shri A. C. Guha): Sir, I beg to lay 

on the Table a copy each of the Noti- 
ifications 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. 1983. 
(Ploced 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 
<5f 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 L.S.D.
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As the House is aware, 6 hours hav* 

been allotted to this Bill out of whicll 
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.M. Thereafter the House will 
take up the Central Excises and Salt 
(Amendment) Bill for which 3 hours 
have been allotted. Of course, if this 
finishes earlier we need not carry on 
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 aU 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 timê
I have no objection.

Shrt C. C. Sbah (Oohilwad-Sorath):
1 was submitting. Sir, that so far as 
this Bill is concerned, the amendments 
«re of a minor character and In the 
consideration stage practically all the 
amendments shall have to be referred 
to and discussed. Therefore, my sub­
mission Is that this is a Bill in whick 
more time should be allotted to con­
sideration stage rather than to clause 
by clause stage.
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Pandit Ttaakiir D M  Bhargava (Gur- 
gaon): .As a matter of fact, if you
wiU 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 already
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: 1 have no objection, if 
the House is agreeable.

Several Hon. Members: Yes, yes.

Mr. Speaker: Then, we shall have
4 hours for the general discussion and 
We are left with IJ hours out of the

hours we have got. Therefore, let 
us have 4 hours for the general dis­
cussion, 1 hour for the third reading 
and one hour for the clause by clause 
stage; that makes 5i 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 efflcacy of 
this amending Bill.

This House is aware of the dissatis- 
iaction 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 oi

things to make money—for whom, 
money is Grod—have been escaping ail 
the attempts of Government and all the 
attempts of the Investigation Commis* 
sion to catch them. At least the mini­
mum consequences should fall on them  ̂
They must be made to part with their 
ill-gotten gains. That was the object 
of the Investigation Commission. Now^
I 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- 
House 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 t£uhf{. After alU 
it was the intention of this House that 
the Investigation Commission shouldl 
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 iie 
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 caseŝ  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 doi 
Therefore, I welcome the action takeni 
by the Government, in issuing an; 
ordinance.

Now I come to the results, that fbl- 
lowed the ordinance. As far as we 
know—I 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 oi which, I un­
derstand, about Rs. 2i crores were to 
be collected. As a matter of fact, all 
that was in suspense. The parties 
could have xot 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. I 
hope no objections will be raised from 
any comer 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 
difficulties 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-

to 1947 and, therefore, tliis sectioo 
5(4) was there. The object was that 
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 justice. 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 better education that
they ge^ 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, to 
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 is 
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, 
limdamental rights and so on.*' No­
body remembers these fundamental 
rights on other occasions, and in 
cases of small men, but on this occa- 
aion 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 (lA ) 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

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 seiz­
ed of and reported by the Commission 
will be looked into under this Bill. • 1 
want the Finance Minister to state 
categorically whether the phraseology 
of the Bill empowers the Govemmezit 
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 ie 
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 di»- 
crimination in favour of such persons.

I was reading through some portions 
of the Income-tax Investigation Cocth 
mission’s reports and it was interest­
ing to see a number of cases in whicb 
ingenious devices have been adopted 
for evading tax—under-invoicing» 
etc.—and these evaders have swallow­
ed such enormous sums that even 
Havana 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 ol 
seeing his unscrupulous and un­
social neighbour not only making 
huge illegal profits but also get­
ting away with them without the 
pa3rment 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- 
■ees whose cases had been referred to 
it has been that their brethren who 
had 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 ffo 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 Gkivernment 
and the House to see that the Consti­
tution which We all respect and we all

hold 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 g&t away with the liability 
which they owed to the State. It 
should be seen to it that such persons 
do not escape under 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 theilr 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 tjwre 
are black sheep even amonf 
bank officials let the Central B«̂ ard 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.

I 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. Wfnat is going 
to 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 covered 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 $uch 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 o f 
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 numeirous reform mea­
sures that our Congress Governments 
have taken during the last few years, 
nothing has been welcomed so much 

’ as the aboUtion 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

have been expropriated and rlgntly 
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 m anner- 
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. I.iet

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 
and what not. They have not been 
brought before law courts. Will it not 
be justice and fairplay thai 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 people wUl escape because they 
have at their dispof^l 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 rtiinute, 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 
ail. why such indiscriminate kind of 
discrimination between such people? 
I would therefore urge the Finance 
Minister to look into this point also. 
1 am not a lawyer. I am not also a 
Ilnancier. I cannot suggest the actual 
phraseology 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, 
i  do not think anybody would object 
to that. By a common agreement 
something should be done to puliish 
such people.

I hope that the House will give 
strong 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.

Sardar Hokam Singh (Kapurthala- 
Bhatinda): I am in entire agreement 
with the objects of this Bill, and I sup­
port it wholeheartedly. I also agree 
that there was perfect justlflcation 
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. I 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 dijfifer from him. Because, the 
Income-tax Investigation Act. which

was enacted in 1947» was a special 
measure and the object we then had 
was that *‘it was expedient for pur­
poses 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 wealtk 
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. Thia 
is the amendment of the Income^ax 
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 so 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 v^ich war raged and during 
which those assessees were not asses­
sed to income-tax. But we are return­
ing to normal times now. If 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’

, tiks 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* 
1P46’».

My friend had those fears that the 
cases that had not been referred to the 
Income-tax Investigation Commission 
might not be Investigated under this 
measure. So far as I can see, th#
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language is sufficiently wide. (>t 
course, 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 10 
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 thf. 
fore. And even then, so far as 
the language goes, X 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 CommissioxL

So far as I can make out, all cases 
would be covered which come “within 
the period beginning on the 1st day 
of September, 1939 and ending on the 
31st day of March 1946*’, whether the 
Investigation Commission had made a 
report under section 5(4) or not. 
Therefore I 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 n^w include all this period. I 
think this is a wholesome measure and

would include all incomes that had ac­
crued during this period, and we neeck 
not have any fear on that account.

The second point is as regards the 
proposed sub-section (lA )(ii) whi ĥp 
refers to **the income, profits or gaina 
which have so escaped assessment for 
any .such year or years amount, or 
are likely to amoimt, 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 o f 
rupees or more has been fixed. O f 
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 al­
lowed to go scot-free? I agree 
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 so assessable? Iff 
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 whei> 
the old Act is being amended? It i& 
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 re­
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, Sini l̂i: May X 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 Hokam Singh: The answer
is that I was not a member ot 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. 1 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 
|tru!th 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.

Shri a  C. Shah: This Bill has be­
come necessary on account ot 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 l>e 
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 machinenr 
of law is enough to prevent evasion of 
tax and if it has not, to suggest waya 
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 whicb 
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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ISardar Hukam Singh] 
amending BUI is brought to remedy 
tnat situation only, but as I will pre- 
;sently point out this Bill as it stands 
.covers not only the cases which v’ere 
xeferrcid to the Commission on a 
reference by the Commission, namely, 
tinder 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 imder 
section 5(1), that even section 5(1) 
Ite invalid or void and unconstitu­
tional. By its judgment, which the 
Supreme Court has given on section 
5(4), the Supreme Court has declined 
to express any opinion on section SH). 
But there are enough indications 
found in that judgment which appear 
to show that even section 5 (n  is in- 
falid. And in the petition which is 
iiow pending, probably the judgment 
pt 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 scction 
5(1) also to be invalid.

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

Shrl C. C. S<hali: That is why I am 
only expressing an opinion.

Shri GadgU: Let us not refer to it.

Shrl C. C. Shah: l am only xefer- 
ring to the effect which this Act will 
have upon that Petition, I therefore 
presume that 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 
oven those cases which are referred 
by the Government under section 5
(1). I believe it does.

Then, if we think that the object of 
. Uiis amendment is to take the work

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 who 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 find­
ings of the Commission are made 
final in the sense that there can be 
no appeal from its findings even to 
the High Court or Supreme Court. 
Now, all those powers of investigation 
which were given to 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 ol 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 Commissioner, 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 
Bill, that the work of the Income-tax 
Investigation Commissionj in so far 
as it concerns section 5 should be, so 
to say, wound up by 31st March 1956. 
That appears tx) be the view >̂f the 

.̂  Government. 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. T h at refers 
only to the period between 1st 
September, 1939 to 31st March 1946 

, ^nd also in respect of only those 
cas^s 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.

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

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

second part now. Under section 34, 
the normal machinery is, w h m  there 
has been an evasion by an assessee. 
the assessment can be re-opened 
within eight years. Where the In­
come-tax Officer himself gets in­
formation of evasion* it can be re­
opened within four years. That is 
the normal machinery. That normal 

^machinery has failed and in spite of 
that machinery, there has been a 
large-scale evasion. That is v^here 
I come to the second part of the work 
of the Income-tax Investigation Com­
mission which, I said, is 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

by the Government on the recom­
mendation mside 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 introduc­
ed a Bill suggesting extensiKre amend­
ments in the Income-tax Act, but that 
Bill was withdrawn.

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

Shrl 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 wUl stop that kMd o f evasion 
permanently. Therefore, I 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 

w plug the loopholes-^ne does not know 
to what extent it will be able to d o -  
found in the administration. The 
Income-tax Act was passed in 1922.
It has been overlaid with amend­
ments and it is one of the clumaiest 
Acts whidi 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 simplify that law, if we can, but 
also make tthese 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 <vhich 
were referred under ^ub-section , 
(4), out of which twenty-six were 
disposed of before......

Shri M. C. Shah: There was one 
mistake. It was 32. I am sorry.
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Shrl C, C. Shah: Thirty-two were 
disposed before 26th January 1950. Id 
224 cases there were either settle* 
ments or reports. This is what the 
hon. Minister said '^Excepting these 
26— n̂ow 32—cases. judgment or 
•ettlement or whatever it may be Id 
respect of the other cases became 
valid and imenforceable’’ Do X 
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 is 
not the position. Because, under the 
MCtim empowering setttommt, tl 
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-!»ectiOD 
(4), I believe, will not affect this 
•ettlement. The total amount in­
volved in these cases was Rs. 5*81 
crores. out of which Rs. 2*42 crores 
have a!liready been collected, out of 
these settlements. It does not mean 
that Government is called uDon to 
refund this amount or return this 
amount.

I shall now deal with one or two 
amendhients which have been given 
notice ot very brtefly. 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 T 
said, overlooks two things. One is 
Ibat the ordinary maehlneory !• 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 liax has been 
evaded. There is a difference bet­
ween the two.

12 N oon

Shrl GadgU: What about the income 
less than Rs. 1 lakh received during 
this period?

Shrl C, C. Shah: If those cases have 
not been reopened or cannot be re­
opened under soction 34. then they 
escape assessment. That is true. 
Now, the point is, under section 34

we have provided a period for re­
opening such assessments to ^atch 
any evasion, viz., four years and eilght 
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 
aateeseea or to the feneral public, and 
that is why the Government have 
advisedly, I submit, kept the limit at 
Rs. 1 lakh.

Tha second and the more Isnjciortaftt
amendment is one which seeks to 
delete lines 19 to 41 of page 2. That la 
an amendment which seeks to delete 
clauses (IB). (1C) and (ID) of thia. 
Bill which relate to settlement. I do 
not know whether it is intended tha  ̂
the Government should have no 
power to settle these cases, or that 
the Government should not be given 
the »iithnritv to thefie cases^
Let us realise that these are extra­
ordinary cases to a certain extent. If 
an assessee offers settlement aiid the 
Government considers the settlement 
to be faitr 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 beneficial both to the a f̂friiino 
and to the Government than the 
power of investigation itself, because, 
as I said, even with aU the powers 
which the Income-tax Investigation 
Commission had under the Income-tax 
Investigation Act. they could find 
comparatively little. What is it the 
Income-tax officer will be able to 
find without those powers? If, under 
those circumstances, assessees 
voluntarily offer settlements which 
a^ear to be failr, i  think it ia pm> 
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 U;ok 
place, and we should go to the 
ordinary machinery with all the 
amendments which I suggested.
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Shri T. S. A. C^ettlar (Tiruppur): 
Sir, whton 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 enga<ze 
«ood lawyers, fight out and escape this 
law. I am only talking for the uoor 
people.

I see as time goes on how true it 
is. I know a large number of eases 
where people have voluntarily dis­
closed. Even they are further troubl- 

But the very rich ones, the very 
big ones who can engage the biggest 

lawyers and go to the Supreme Court, 
they seem to And that it serves them 
to go to the Supreme Court.

I am not a practising lawyer and I 
tlo not know much of law, but I 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 Gadgil: There are too many 
there.

Shri T. S. A. Chettiar There are 
too many there, and I suppose he who 
is angry with me in the House may 
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 

•quite 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 flnda

that the smaller man pays but the 
bitter escapes by jRoiiig to court. 
It is a premium placed on dishones­
ty—on large-scale dishonesty, »iot on 
small-scale dishonesty. A small man 
must be honest, but a bigger man 
who is dishonest on a larger scale feels 
he can go scot-free. And that I sa j 
is not a good condition of affairs m 
any country. And it ib a reflection 
on the legal equipment that ^e have 
in this Government also. Where are 
those legal experts of the Govern­
ment who can go into these matters 
and foresee things and o rejections 
which can be foreseen? That is tne 
job of our legal department, and 1 saj 
that such things should not be loo 
many in future.

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

‘‘that the income, profits or 
gains whibh have so escaped 
assessment for any such year or 
years amount, or are likely to 
amount, io one lakh of rupees OT 
mora;*.

I do not see why we should ftx such 
a large amount as one lakh of rupees.
I readily understand the point made— 
I understood it only that way—that 
it refers to the income of Rs. 1 lakh, 
and not tax of Rs. 1 lakh, l a^ree. 
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 ot 
people who have incomes of Hs. 1 
lakh will be very small. The people 
who are above Rs. 3,600 and above 
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 low, I 
do not see there is any reason to Ax 
this big amount of Rs. 1 lakh as ex­
emption limit under (lA ) (U).
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IShri T. S. A. ChettiarJ

Secondly, I would like to know v/hat 
happens to the cases that have been 
initiated already? Are they being 
brought under (lA) (ii), or does it 
refer only to new cases? That is a 
thing which I would like to be clari- 
fled.

Then, I come to (IB), (1C), and
(ID). 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 foi 
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 thoae pep^e 
who come under settlement cannot 
be reopened, because they have ajrieed 
they have to oay, and that payment 
is made on agreement, and whatever 
is paid on agreement cannot be re­
opened. In the present climate of 
this country and the circumstances 
under which this Bill is being brought 
forwc^'d and we have a legal opl- 
nitm from Mr. C. C. Shah who knows 
something about law that this lend? 
a handle for upsetting section 6 (1)— 
I think there are many people who 
want to come to a settlement, but they 
will noi like to come to a settlement 
because those who come to a settle­
ment will suffer, and those wbo do 
not come to a settlement may escape. 
After all, man lives on hopes. While 
I approve of the provision in (IB),
(IC) and (ID), I am afraid that the 
big fellows who would like to come 
to a settlement, even they will ore 
vent themselves from coming to a 
settlement because of the doubts 
thrown on the validity of this vi»ry 
BiU.

One other mat'er I would like to 
suggest—and that is a matter which 
has been referred to by the previous 
speaker—and it ib this. I have heard 
it said that the income-tax collected 
Is only about half the amount of 
what is due to the Government. What

is meant is that nearly half the
amount gets escaped, is evaded. Tax.
evasion is being practised to a var> 
large extent in this country. Many' 
of them are legal evasions .is some­
body puts it. It has been Dointea 
that one of the objectives of Ihc. 
appointment of the Investigation Co'7v 
misslon was to suggest ways aad:
means whereby these loopholes ct.ulfi 
be plugged. I would like to know 
what steps have been taken in thlŝ
direction. A.s far as we know. aud­
it has been clearly pointed out by
previous speakers, no steps have been 
taken in this direction at all We- 
want that every man who has to pay 
tax to the Government must pay. 
We know how much we need nion^v 
in this country for our social service.^ 
for our industrial development. Eve 4 
today we have to depend on forei^rn 
resources for our planning. It is up* 
to us to collect every pie that Is due 
to the State, especially because today 
we are so poor and the ordinary level 
of Income In this country is so low* 
I do not call the ordinary income-tax 
payer a rich man, but certainly he is: 
above the ordinary man in Xhis 
country—especially those people who 
pay large amount of income-tax and 
those people who evade. I do nit 
mind even raising the minimum tax­
able limit, but I am very particular 
that those large income people whc 
professionally day in and day • ut 
have more than one account, practise 
evasion and resort to law in order t<»* 
help them to evade, must be booked 
and booked strictly. I would like to. 
know what is being done in this, 
matter. As suggested by the pre­
vious speaker, I would also like to. 
suggest that the most stringent 
measures should be adopted in \he 
matter of plugging the various wayt. 
in which evasions could be done, and 
the needful must be don^ for thl^ 
purpose.

One other matter to which I wouldf 
like to refer is in regard to certain 
cases of voluntary disclosure. You 
know that an appeal was made fi r
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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 pending 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 m the 
courts, and even go to the Supreme 
Court. There are not many peoplo 
who can think of going to the 
Supreme Court: there are very fejv 
who can think of going to th« 
Supreme Court. It is only the clever 
men and the big moneyed peoplt  ̂ 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 Vo say here that here­
after the law 'hrt 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 possi­
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. I 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, 
how the circumstances in the country 
have changed, and whether a change

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. I 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 lime. 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, that 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 1047 the Bill which 
was brought for the purpose o f  
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. I 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 
fora 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) 
A t that time, I had the misfortune 
of differing from many of my frien^, 
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 
r .  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 iilto 
•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.

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

Pandit Thakur Das Bhargava: If mv 
lion, friend has seen through this Bill, 
lie will find that it only means this. 
If this one lakh provision is taken 
away,* all the assessees in the land will 
l>e liable under section 34 not only for 
ft)ur or eight years, but for sixteen 
years.

Shri T. N. Singh: But it is only up 
-to 1956.

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

in future. The powers are always 
taken in this way. First of all, 
Income-tax Investigation Commission 
Bill came, and when those powers 
were given, we said, all right, for such 
purposes as catchmg 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 thmKs. 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 thrt 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 
bomb-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, I 
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
ot Government now?

Pandit Thakor Das Bhargaya: 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
tion 323 of the IPC.

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

L

What about theShrl T. N. Singh;
ghee?

Shri GadgU: Only water is left!

Pandit Thakur Das Bhargava: Ghee
has become vanaspati. So far as miUc 
is concerned, I am coming to that.
During the years 1939—45, during thofe
six years, and when this Act was in
the offing, between 1947 and 1949,
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 Tliakur 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.
^̂'̂ ’''^"panSlt Tliakur Das Bhargava: At

the same time, it is not my purpose to
advocate the cause o f ,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

n
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let off in 1947—on the 15th Augtist 
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 
chc^nged 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 rfegard 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

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— t̂hat 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 Thakar 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? 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 5(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 agaixist 
all other people whose incomes were 
more than Rs. 1 lakh.

Shri M. C, Shah; Evaded income.
Pandit Thakur Das Bhargava: Quite 

right. 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 
,in the same boat? This is a question

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 argimients 
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 imder 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 h»
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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 pimished, 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. 1 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. If 
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

we can get something into the Tr«fas- 
ury. But, If we proceed against a 
pe!rson 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 Tliakur was Btaargava: 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 so escaped assess­
ment for any such year or 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 any specie 
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.

Shrl 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 Bhar^ava: 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
iound 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 illeigality of assessitng cumulation
tax evasion extending over eight
years. ^

1 Mr. Deputy-^iK^er: I thought
'that something was omitted at the
'end and it was^to mean Rs: 1 lakfe
per year.

Shri Shall: One lakh per y e ^
would be seven lakhs for that period. “

Mr. Deputy-Speaker: Then ijk comes
to Rs. 13,000 6r Rs. 14,000 per yew.

Pandit Thakur Das B]|iargaya: If
the income during that period exceo(^s
one Ifekh of rupees—the income-taS
tor that will be......

Mr. Deputy-SHeaker: We ^ i l l  aŝ  
sume that every year he evaded at i 
the rate of Rs. 13,000 or Rs. 14,000̂  
what .will the ; tax on that lakh of
rupees amount tp? =

Shri M. C. Shal :̂ That win be ae 
j^rdl]\g to the rata

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 Bansai (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 tilling him that in
spite of his speeches and persuasions
the Xk)venament has not moved during
all these years and so it is not likely
that during the course of one hour
it iwill be moved. ^

Pandit T h^iir D ^  Bhargava: The
Government liave nioved an^ have ac- . 
cejited many of my suggestions. In
the first instance,,, in 194V, they ,̂
changed the law. In/l948, my sugges­
tions were accepted. The suggestions
th^t I made in 1943 then .have been
accepted by the Supreme Court now.
1 stiggest(Bd from my place here to the
Gpyernmeitt to accept the settlements.
After ,my persuasion fpr two or three
ye^s they changed the law. I sugr
gested to them to accept these settle­
ments ax)d I am glad that it has gone
to the mind o f ^ e  Qpvernment. I
tried to suggest, to them that they
should not accept the suggestions of
othersV When ypu are settUz^ xnatters
of mpre., tb«p 10, .pr ,16 yejirs ago,
it is better to settle them ra^er than
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proceed in this manner. Alter 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 is 
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 Thaknr Das Bhargava: It is
said: ‘live and learn’. Who knows
wihat 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 Fihance Minister told 
me that it may be only about 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 ^upreme Court’s 
Judgment a#akend^d us to the necessity

of having more powers. Now, we have 
got the Supreme Court’s judgment 
and we are changing the law; 1 have 
no objection to that. But, I would 
respectfully submit that you should 
apply these provisions to only such 
ipases 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. Yoa 
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 got 8 or 4 years limitation.

An Hon. Member: Why not we have 
that?

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

Therefore, I respectfully submit tô  
confine these provisions to such cases- 
only in which the Income-tax Invest!-  ̂
gation Commission took action. I do 
not want'that anyone should go scot- 
free. Because investigation has taken 
place and it has been prwed 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 Central
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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 
minimiun.

•
Now, Sir, I have submitted more 

than what I originally wished to sub­
mit. I hop>e that the hon. Finance 
Minister will kindly pay attention to 
what I have respectfully submitted 
for his consideration.

Shri Gadcil: Sir, I am still sarpria- 
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 
Thaikur Das Bhar^ava as he has made 
it abundantly clear.

There is no doubt that because of 
the prevalent law of 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 society.

Now, the extended anpUcation not 
merely fo th,e cases which have been 
covered by the ruling of the Supreme 
Court but all those who h^v^ made 
£sdns which can be brought within 
the orbit of the .. Income-tax Act, I 
think, is Just, and fair. During war­
time nobody knows lioy  ̂ many crores 
have been earned' by questionable 
and even positively dishonest means. 
What I feel is, that this Bill, without 
the powers that were given to the 
Investiigation Tribuz^ wUl not be

effective. A policeman without a 
danda or without the power to arrest 
is either a 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 doctkir 
by profession and who was enga­
ged in the manufacture of drugs 
and chemicals during the war 
period, was tempted to inake large 
profits in utter disregard of the 
health of the troops to whom his 
medicines were to be supplied. 
He used to receive lar^e quantities 
of sugar and quinine from the 
Government for the manufacture 
Of glucose and ampules for qui­
nine injection under army con­
tracts, but instead of applying 
the supi](lies wholly to the uses 
for which they were meant he 
diverted* a portion thereof for sale 
to 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 illicit means in the shape 
of cash books maintained in res­
pect of Sugar Account, Quinine 
Account and globule account etc.  ̂
Full and complete records were 
found of the amoimts earned »ixid 
their investment, which exceeded 
60 lakhs of rupees. The guilty 
assessee suddenly d i^ ; the money 
was, however, recovered because 
his heirs Bad admitted liability.’’

Now, what is befiag given here by 
way of power .except those which are 
available under the normal law of 
the ; Income-tax? Then, a complaint 
was made by my jBritod that even 
Itihe normal powers arie mot being
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LShri Gadgil]
used. Since these are abnormal cir­
cumstances, normal DOwers will be 
inadequate. It is necessary that ab­
normal situations should be dealt with 
in an abnormal manner and 1 think 
these tax dodders must be completely 
and effectively coHarea. If these 
powers are not ^ven and if you 
merely depend upon investigation 
under such provisions of the normal 
Income-tax Act. the results will not 
be much.

Then. 90 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 
whitjh a man who was reputed to have 
earned crores of rupees, his case was 
uTtimately settled tor Rs. 1,10,00,000 
to be paid by such instalments, md 
it is understood that the instalments 
were to be paid provided he made 
some profits in future. Such com­
positions or agreements are njt good. 
What I submit is that the ai^reement 
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- 
chantisl jin U.P. and other provinces 
came forward as if in a mood of 
cfinfeasion, agreed and some settle­
ment was made, and’ they profited 
under that settlement to the disad­
vantage Of us, the g^peral tax-payers 
of the country. It always the 
fashion with the rich people and the 
mercantile community to pick up any 
slogan that the Government or \he 
head of the Government may utter.

rnpment^^Panditji says Aram 
Ha^am Hai, immediately it ^ill be a 
slogan for every chamber of commerce, 
every znexcantlle association, and all 
t ^  clevey^ people wiU repeat It like 

because Iti that atmosphere 
the^ can get tilings dbhe. Similarly

when you talk of 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 out 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 vali'd 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 right to demand 
that the law of limitation, so far 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 till 1976 till the 
last assessee leaves thi's world and 
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 
n^y say to our own conscience that 
bwause the Supreme Court gave a 
o«rtain rpUng, we immediatei^ came 
with an ordinance dhd now we are 
enacting ior the ord!inance a regular 
pied  ̂ of legislation. That Will not do. 
There te . no case soft treatment 
^ th  these people and no treatment 
can be hard Miou^h for these people. 
We are talking about big things and 
when, it cc^ps or taWng iibncrete 
actipn, we develop cbld ^et. It Is 
mdch Ipetter tiat tUk njbr^al law o f 
income-tax Is made much stricter Ott
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thje lines recommended bv, the Investi­
gation Tribunal. I do hope,; t^at wi^b 
the additional provision, n^imely, 0| 
giving adequate powers, this Bill 
should be passed and the Government 
should be requested! by Parliamept 
to comq in with a more comprehensive 
Bill for making the normal income- 
tax Act much mure effective.

Mr. Deputy-Speaker: The time has 
been fixed ^or 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 uf 
tax-evaders or would like anything 
to be done to make the collection of 
the just d*ues 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 ppssed 
and* if this Bill Had not been placed 
on the statute book. Therefore, we 
all expected thit after the Supreme 
Court’s judgment, there would be 
some khid of legislation placed b^ord 
the ParUament, and I  also expected 
that this Bill would be given ' ■ 1»p 
priority and we wotild have a chance 
of discussing it earlier but the Special 
Marri^a ê Bill came in the way and’ 
the Busines6 Advisory Committee f̂av̂  ̂
this Bill top priority after iftarrlage 
Bill. Immediately that Bill was over, 
we have taken up thî s Bill.

I am sorry that a distlngui^ed 
friend! of ours said scfmeihihfe whicli 
really is derogatory to the Supreme 
Court of India. He said that b ii 
people engiu^ bî f lay^ers and, they 
go beift^ the SuOT  ̂ of ^ndi^
pleading sorts of ttungs. , Nothing 
of the kind, i f  my hon  ̂ friend had

on^y taken the trouble o t  gQing 
through the judgm ^t of the Supreme 
Cpurt, he would, ,have found t,hat the 
Supreme Court has laid it down clear­
ly that “ they would have upheld sec­
tion 5(4) as valid if 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 Solicitor-General 
combated all these arguments and* 
contended 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 1st September 
1948, as a consequence of war 
controls resulting in black-market­
ing activities and huge profits.”

No one in this House would at aU 
encourage or allow anything to oe 
done to help war profiteers escaping 
their due share of taxation. The 
Solicitor-General of India said 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 n6 difficulty in upholding this 
section as intra vires and perfectly 
consistent with the Constitution of 
India. The Supreme Court has held 
that on a plain reading of tiie section, 
that is section 5(4), it was not limited 
only to pibrsQiis wfab mad!e extraocdi»«  ̂
nary profits w  wa*- profits, etc.  ̂ and 
who had eNraded payment of taxation 
on income, but it applied .to lall persons 
who may have ' evaded, payment ol 
taxation on income. The language of 
sedion 5(4) does show that even if 
a man had evaded Bs. 10 ^nd even 
if there was a correct return but 
there has been a wrong calculation 
oq,,the,.p^
aiul thpfefqjrp W- Ip less, even
then 8ectl<^ ^.(4) could invoked 
to that care. '

P »»
pomted out this also at
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Shrl N. C. Cbatterjec: lliat is what 
Chief Justice Mahajan also pointed 
out It also oflends against the 
guarantee of equal orotectlon of the 
laws #?iven in Article 14 ol the Con­
stitution. The judgment says—

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

1 P.M.
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 havlxxg 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 
I am respectfully submitting to this 
House ig that the House should give 
the power to the Income-tax authori­
ties to get at those people; according 
ta the Solicitor^GeneralL these are 
the people the war profiteers who 
were to be hit at by this Incorpye- 
tax Investigation Commission Act. I 

submit that there should be no ob- 
iectton to this le g l^ lo o . if that >  
00.: But there is a good deal of force 
Jn Pandit Thakur Das Bhargava’s 
point. When you are enacting this 
law for the purpose of improving the 
situation created! by the Supreme 
Court Judgments you flhould read the 
Supreme Court Judgment and legis­
late for that contingency. What ̂  the 
contingency......

Hr. Depnt7-Sp09ker: A ^  these not
now restricted to this period—the war 
period—from 1989 to 194̂ ?

Shrl N. C Chaltcrjee:... If the
Finance he

is not here but the Deputy Finance 
Minister is here—it he f̂ ays that thia 
Act i*s going to be enforced against 
those people, against the cases re­
commended or proceeded against 
imder section 5(4) I will be prefectly 
satisfied and I think that Pandit 
Thakur Das Bhargava should be 
satisfied. 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-^ax 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. 3J crores. 
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 
1947......

M r. Depnty^peakeit: May I ask
the Government whether it is the In­
tention to look into new cases?

Start N, C. Ch»ttet]ee: Yes, Sir.

Mr. Depaty-Speaker: At the time o f 
the passing o f the Investigation Act 
or shortly after the date some cases 
were placed by the Government be­
fore the Commission. At that time 
with veiy great difficulty it was ac­
ceded to. After so many years, is it 
the intention of th« Government now 
to rope in cases whidt were not 
thought of tiien for which provision , 
was not madle latar on?

Shrl N. C. Chatteidee: We should
like to know from the hon. Munster 
80 that we do not take u d 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.

Start N. C. C;hatt«i;lM:, t ta t  is pot 
lair. I submit̂  with great lesnect tp 
my hon, if^end ttiat ypu had bwn.
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Investigating ibr over seven y<ears 
Irom 1947. You had made up your 
mind. The Itocome4ax Investigation 
Oommi'ssion under section 5(1) had 
taken cognisance of certain cases. 
Under section 5(4), if in the coursft 
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 
l^e Commissi^on had recommended 
action in 369 cases and the Govern­
ment allowed the Investigation Com­
mission to proceed under section 5(4). 
224 cases have been disposed of com̂ - 
pletely Rs. 5i crores were altogether 
involjved. Over Rs. 2 crores hive 
been collected. There may; be diffi­
culties created in the collection of 
the amount. Therefore, they are 
taklngi power tp see that nothing 
should be dtone wdth regard to the 
balance. I am perfectly willing and 
every hon. Member of the House 
ought to be willing and* ready to give 
power to the Government. But is it 
lair, is it fiist or reasonable now to 
enlarge the scope and ambit of the 
BiU?

Justit:e Varadachari who was Chief 
Justice of India and Justice Chakra- 
varty of the Calcutta High Court and 
other very responsible persons who 
had been dealing with these t3T)e of 
cases had gone into the matter for 
years and! had recommended 369 
cases to be taken up. They hav» 
disposed of more than two-thirds of 
liiem and they were dealing with 
the balance. I am perfectly willing 
that the Act should be confined to 
them. But you should not tf̂ ke power 
to cast the net wide and s'̂ y: 1 
go into other cases. It is €( great 
hardship......

Shrl T. N. Singh: You want to dis­
criminate in " '̂favour of those who 
have escaped

Star! N. C. C hattel^ : I am not f6r
any discrimination. 1 am pointing 
out only this. Mr. C. K. Daphthary^^  ̂
who was the Advocate -̂IGreneral of

Bombay and who is one of the ablest 
Income-tax lawyers this country has. 
^ e r  produced and who is the Solici­
tor-General of India, stood uo on thê * 
instructions of Mr. Deshmukh, Mr. 
Shah and the Government of India 
and he told the Supreme Court 
Judlges: it i*s our intention; we want to- 
take action against the profiteers* 
against whom these recommendations 
have been made and whose cases 
the Investigation Commission have- 
gone into or are going into. All that 
I am pointing out is that the State­
ment of 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 ParUament and 
to place it permanently on the sta­
tute book so trat these people who* 
were wî thin the ambit and scope of 
section 5(4) should not escape. I am 
perfectly willing and I appeal to the 
House to give that power but no fur­
ther......

Shri T. N. Singh: Why not?
Shfl N. C. Chatteijee: 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 11-  
DeigaL This Act after seven years 
has been declared illegal. You should 
not now enlarge its scope. I say sa 
not because I am making a technical 
approach or a legalistic approach. 
Under section 34, I am quoting Kanga,. 
'Power to take proceedings under 
section 34 IjB not confined to casev 
where the assessee had concealed hie 
Income. It also extends to cases where 
there has been no concealment. If the* 
Income-tax Officer has made any mi&i> 
take or there has been some defect pn- 
the part of the revenue authorities and 
the assessees have been under-assessed, 
even then section 34 would be invok­
ed. Wotdd It be fair to cast a net 
wider not' merely to hit at the pro­
fiteers but some other men also? 
There mfeht have been sortie mis- 
calduldtion or reallocation, and the 
assessee may have to be in a higher 
slab. You are roping in these people.

My learned friend, the hon. Deputy 
M lnls^, hai| candicfly told us of the
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tShri N. C. Chatlerjee]
intentioni, In these eiight or nine 
jrears, there have been ten or twelve 
IJhousand 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 iorm. This leigislature h'̂ d 

•Oon;5erredI 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 leim. It 
may bring in any assessment, even 
earlier assessment. It may bring . in 
even the relief granted lor deprecia­
tion etc. to which the assessee may 
not be entitled.

I am pointinfc out it would not be 
fair now to allow these cases to be 
re-opened. The object of the Bill is 
to validate section 5(4). Validate Jt 
by all means. Give the Government 
complete power. Give the revenue 
authorities complete power. The 
Supreme Court had stated that if 
the intention of the Parliament had 
fceen clearly expressed then we 
would not have invalidated sec. 5 (4). 
The intention should be clearly exr 
pressed. Tell the House and the 
country that it is nqf the intention is> 
use it as a yardstick to hit all and 
sund!ry but really to hit at the ww 
profiteers who were to be roped in 
under section 5(4), >yhy exp^ncj th  ̂
scope of this legislation? :, Why : dav; 
it in such a manner as could create • 
hardship? Firstly, the income would 
not be really substantial. The argu­
ment that was out forward all the 
time was that the amount would be 
•ubstantial. But Rs. 10,000 or Rs. 
12,000—would that be substantial? Bv 
it î  ten thipusand or twelye thousand! *, 

■rupees a year, would that be ‘sub* 
fitantiar? WouTcL. ypu ,now rope , ia* ' 
people and ask fhem tô  produce the^ 
books for 1936!, 1940. 1941 and so on  ̂
in X954—people who had never b ^  
g iv ^  any notice by justice Varada- 
Chari, Justice Shastri or Ju3tiCA 
Chakravarti ^  anyhodjr on beli^lf 
«of the inckrtn^tix IhvekiiBttftibn dbm-

mission,—in 19̂ 5 or 1956? is thi» 
your sense of justice?. You have a 
giant's strength. 3 ut Jjhould you 
it like a giant, because the sovereign 
Parliament has given you the power? 
I am submitting it is not fair, xxox 
equitable. What you have got under 
section 34̂  use it, apply it rigorously^ 
without discrimination.

What is the law? In the case of 
fraud*ulent 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 it 
be right to call upon that man to 
produce his books and say “you have 
not produced your books, you ar^ 
dishonestly withholding yv̂ ur books*’, 
and harass him? Would that b^ 
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 books. It would not be 
j!^ght to clothe the authorities with 
this power.. Under section 23A, in 
the case of oompanLes, up to 60 per 
cent you can distribute^ after that 
there may betjdiflflculty with regard *to 
shareboLders for no fault of their 
own, there may be so many compli­
cations. .

Therefore I am suggesting th^t the 
Government should itiite clearly fc 
the ttouse tfiat the purpose of the 
Bill i]̂  to valld'at^ ^ e  Droylsions d^ ; 
claimed invalid by the Sut>reme Court. , 
And stick to what the learned Splitri- 
tor-iC^neral of India ^ated p ii ‘behalf 
of tlie ’ Gfovernnient of India and tiie 
Supreme Court indicated, namely, 
*Tu| the) clause in a to makf f4t 
clear**. Th^t is why we rare assembl­
ed Here and we should! pass that laŵ

The nejct point Ji ̂ ould rê peĉ ^̂  ̂
submit fpr th^ copilden^tiion Of ,th^ 
hon. Deputy ^nister arid also j^Is ' 
House ria, ,w h y ,^  3̂ 9^ jthat

clause that no notice shall be given
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after 31st March 1&5«. If you kindly 
the clAuSe says ^Provided f^rth(^r 

that no s\it?h notice shall be lissu^d 
feiter the 31st daijr of March, 1966” . 
Why?. The In<^i!h^ax 'th\ f̂eitiis!tl6n 
Commission Act was passed in 1947. 
Then you kndw h w  sta«e by stage 
we extended it by one year and with 
what difficulty. As a matter of fact, 
you know the Ihvesfipcation Commis­
sion Act not only acted very harshly 
on p^ple who were dishonest but 
H alsb acted harfehly 6n people who 
were not dishonest. be<Jau8e you sent 
in aiT authorisea investif^ator. And 
1 am submitting that you should not 
give this power. You know all the 
cases- From 1947 you have been 
sitting on the file, and during all 
these years. 1948, 1949, 1950, 1951.
1952, 1953 the Investigation Commis­
sion had been ransacking the record^. 
They have completed their labours 
and they have finalised the list, and 
goings through the list they have 
finished 65 per cent of the cases. You 
kn ow  a ll the cases. Then w h y  take 
the power that **no such notice shall 
be issued after the 31st day of March 
1956” ? I submit you ought to specify 
a much shorter time-Umit 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 w hen 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 ftDur year^ or eight years ai>- 
plies not only to cases of war pro­
fiteers who evaded ta x  but to a ll per­
sons? Therefore, if it is oiJy extend­

ed by some more years, what is the 
obj^tion to extending ii to aU 
persons? 'The section that is sought 
to be amended is 34 w h ereb y  an. 
assessment which has been completed 
a lon̂ t time a0 > can be reopened on 
account of fraud, etc., n̂ particular 
erases within four years, in other 
oases', wher ê more hednous offences 
have been com m itted; w ith in  eight 
years. All that this intends doing, 
is to increase four years and eight 
years respectively to some periods 
within 1956.

Shri N. €. Chat^rjee: Seventeen
yeing or eighteen' years! It is not 
right.

Mr. Depnty-Speaker It is soui^ht tô  
be extended from four to six years, 
or from eight to ten years. Why  ̂
should we bring in war profiteers 
here?

Shri N. C. Chatterjee: I am point­
ing out that this was the intention. 
According to the clearest p )̂ssible- 
declaration of intention on the part 
of the Government, I submit that 
was the object. Simply because it 
had been in validated  and you are 
t ^ n g  powers from Parliament to 
validate  that ultra vires legislation—  
which means, as you know from the 
great case of the Patna High Court 
affirmed by the Supreme Court, that 
it is com pletely ellected  from  the 
statute book and* you have to validate 
It afresh—validate it, but would it 
be fa ir  to go beyond it? Suppose 
an ordinary business man has made 
some mistake. You know that the 
ordinary period of limitation for re­
co very  of arrears or dues or dam a'ics, 
if it î s an ordinary business contract, 
is three years, and if it is a sp ecia lly  
contract it may be si^ years. The 
statute sa.ys three years plus one 
year. You have four years, and 
afterwards there is no obligation. 
But to bring In now an ordinary busi­
nessm an and say you have escaped.,.

Mr. Deputy-Speaker: Has the In­
vestigation Commission made any re­
commendation that this should bê  
extended generally to all cases?
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Shri N. C. Chatterjeec No. As a
matter of fact you have i<ot the In­
vestigation Commission Report. And 
you know under section 5(4) only 
^ o s e  cases are taken ud in which 
Tecommendations have been made. 
The language of section 5(4) is this:

If in the course of investigation 
into any case referred to the Investi­
gation Commission under sub-sectit>n 
-il) Of section 5, the Commission has 
reason to believe that some person 

«ther than the person whose case is 
J>elng investigated had evaded Pay­
ment of taxation, or that some points 
other than those refierred to lit by 

4he Central Government in respect of 
4Uiy case also require investigation, 
flthen the Commission may make a 
report to the Central (Government 
stating Its reasons for such belief, 
and on receipt of such reoort the 

■Central Grovenmient can take action, 
and then the Investigation Commis­
sion 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 

369 cases. And under section 5(4), 
Jiaving been thoroughly satisfied that 
in these 369 cases there has been 
-wasion of taxation substantially, they 
iiad made a report to the Government, 
rotating their reasons, nnd on that the 
Government had ordered them to take 
action. Therefore they are proceed­
ing with those cases. As I said, 224 
•of them have been disposed of and 
about 150 are pending. In respect 
o f the cases disposed 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 wanted that 

-further power should be given to rope 
in other people. They have never 

*<romplained that “we have not been 
able to discharge our duty under seo- 
-«tion 5(4), therefore our investigation 
i s  Incomplete” . They said “we will

complete all our labours*’—that means 
those that were originally referred to 
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 
referred to the Conmiission but also 
those that were referred to the Com­
mission at a later stage at the in­
stance Of the Conmiission itself. My 
friend said that section 5(4) was 
not proper because they had made 
up their minds and were hi the posi­
tion of an accuser. That is a different 
point. 1 am not talking about that 
at alL I am saying accused or no 
accused. Men like Mr. Justice 
Viswanatha Shastry, Justice Chakra- 
varti and Justice Varadachari have 
decided that there is a prime fade 
case that investigation should be 
completed. You cannot go beyond 
that period. 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 i t



^375 Indian IncorM t̂asB 18 SEPTEMBER 1854 (Amendment) Bill 2376

Shri Bansal: I am forry 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 th^y 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 ite 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

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 Govprnment to fill in 
the lacuna and all that this Bill is 
supposed to do is to fill in that parti­
cular lacunae. Now, Sir, my difficulty 
is only this, as was eloquently point­
ed out by Shri Chatterjee, that while 
under *iJie Income-tax Investigation 
Commission 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 
aU and sundry cases can be op§ped 
up

Shri A. M. Thomas (Emakulam): 
It is not an innocuous Bill then I

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 Ihe 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 
five 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 
satisfied that he should be allowed to 
open that particular case.

Mr. Deputy-Speaken For general
discussion four hours were allotted. 
He started at 3.03 p.m. and now we 
have l i  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. Demity-Speaker: How much
time will the hon. Minister take?

Shrl M. C. Shah: I wiU 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. i will allow ten minutes 
to each hon’ble Member.

Shrl 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. Trlvedl (Chittor): I
would also like to speak.

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 KottukappaUy: 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 Tbakur 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-tax 
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 section 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 those particular com­
panies. By this clause 3. Govern­
ment are empowering the Income-tax 
Officers to proceed and investigate in­
to the income and 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 
clause 3 may be dropped from this 
Bill.

I do not have much mô re 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 Coxirt. 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 
a 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 
423 LSD

urge ui>on tiiem to read the first re­
port of the Commission, which was 
composed 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 Shrr 
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 Incom e-t» 
Act with a view to plug the holes. 
Government came forward with some 
amendment when the new Parlia­
ment came into being. That only re­
lated to the provisions relating t<̂  
tfeê  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 Ihe 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 in̂
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 1945 said that every 
black-marketer should be hanged 1» 
the next lamp post. We have yet to
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«ee the translation into action of such 
«ioble ideas.

Pandit K. C. Shanna (Meerut Distt.
Sou\h): He would have hanged; but 

:^ou came in.
Shri K. K. Basu: I wish you also 

•upport this proposition.
Mr. Deputy-Speaker: Whenever you 

fttse the word ‘you’, it applies to me.

Shri K. K. Basu: We never use it 
towards you. We wish and we are 
«ure that when you also see eye to 
«ye with our ideals, the country will 
improve. This is our grouse against 
the Government. Some people raise 
^he cry of civil liberties. What are 
civil liberties? They must be con­
sistent with the necessities and de­
mands of the community. If the
<jommunity demands that there shall 
be confiscation of property without 
compensaaon, 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 that 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 want 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 n*o question Of limita­
tion in hauling them up. We have no 
objection to honest persons who have 
by mistake done anything being 
sjiown concessions. The power is 
given to the Central Board of 
Revenue to consider whether the 
mistake is bone fide. Our complaint

is that we still find 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 ihe, 
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 the 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 Jer«ny 
Bentham are gone. The days of



amendment of the Income-tax A ct 
Ab 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.

laissez faire are gone. What is dvil 
liberty? Civil liberty must be con­
sidered in the context of the necessity 
and interest of the isociety and the 

-community. You cannot have the 
liberty which was in existence five 
hundred or two hundred years ago.
It may not have the same cono­
tation today, because things have 
changed. When the Zamindari 

Abolition BiUs were in the different
* legislatures, the landlords came for­

ward and said: **Our vested rights^
our noble rights of property are being 
touched” . In West Bengal Lord Corn­
wallis introduced the Permanent 
Hevenue Settlement. I will not go 
into the history of it. And when the 
Zamindari Abolition BUI came, the 
landlords came forward and said:
*'Why are you touching us? This is 
our noble right.”
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Apart from going into the merits 
jot 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 
to do so. Therefore, I have said that 
in 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.
• I fully endorse the view of Mr

C. C. Shah and Mr. T. N. Singh that 
even 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 and? 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 
iacts are concerned, and I would have 
further wished that Government had 
t)rought forward a comprehensive

I remember when I came to Parlia­
ment first, Mr. Tyagi—he was then 
Miniate of State for Hevenue and
Expenditure—said that his Depart­
ment itself, had pointed out that there 
were various 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 
Know 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 bic
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people, the big sharks go and con­
tribute, and naturally 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 5 (4)—whether the intention 
of the Government is to hear all the 
old cases, or only the new ones. I 
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

which have b e ^  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 Government is serious  ̂
and sincere about collating the . just 
demands of the community from the 
persons who under the law of the 
land are allowed to earn in this 
coimtry, then Government should see 
that the relationship with their staft 
is better and that their position is 
secure. An open allegation is made 
in Bengal, not only in the Assembly 
but outside, that a certain 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 a 
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 is 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 wiU be very difficult for
you to improve the position, to 
collect the maximum that you are 
entitled to, and create a condition 
where it can be considered that Gov­
ernment is honest and seriously act­
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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Star! Jlm iilliiu iva la  (Bbagalpur—
Central): Mr. Deputy-I^aker I whole­
heartedly support tiie leeiings 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 
o f  view.

The Government started this Inves­
tigation Commission, in my opinion, 
with two different objects: firstly, to 

, mop up the profits which the people 
*ad 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 

» future. In my humble opinion, it is 
not due to the fault of Govemmentt 
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- 
iiion had a lot of powers to search and 
to find out the evaded income. Now, 
*11 those powers are not there. I am 
rather apprehensive oyer this thing.
1 do not know whether CSrovemment 
•will be able to mop up any substan­
tial income by this measure.

This Bill will result in nothing elie 
but harassment of people, especlilly 
the honest pwple in the lower income 

r groups. You will see that if within 
a period of sixteen years, from 19S8 
to 1956, anybody had evaded tax to 
the extent of Rs. 1.00,061, he will be 
roped in, under this measure. Ftirthei ,̂ 
we have also to see how the Incom^ 
tax Officers will be able to find out 
without any powers in his hand whe­
ther a particular person has evaded 
tax or not. If the Income-tax Investi­
gation Commission, even when it had 
grt sn many powers to search etc., in 
Its bands, has not been able to give 
us any substantial income during the 
*<*our8e of these seven or ei f̂ht years.
It passes beyond my comprehension 
as to how Government under this am­
ended law will be able to get 
«ny income out of those cases.

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 
profits 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 Incom^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 coippromise 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 BiU 
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 of 
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 i)eople 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 trtilprits, 
who have evaded tax, should be 
punished and brought to book, I 
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 
discrimination here also.

Moreover, there is a provision that 
action can be started only with the

consent of the Central Board of Reve­
nue. The Central Board of Revenue 
has to be satisfied that there is a Qi 
case for starting action, and only then 
proceedings can be instituted. I quite 
appreciate the anxiety 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 thiŝ  
measure, and I would request the hon. 
Minister to see that this measure 
not used to harass honest people. Of * 
course. Government will not use it ta 
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 wBf.

Shri Kottukappally: 1 am a new
Member to this House and this is the 
first time I rise to speak. 1 rise to 
support the Indian Income-tax (Am­
endment) Bill, introduced by Giov  ̂
emment, in Its broad aspects.

2 p^ .

I shall speak about the general as> 
pect of the subject. I have been 
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 orcl^stra 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 applicatioa 
tOn 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 -rlr- 
tue in poverty. Poverty is a crimes 
said the socialist sage Benard Shaw.



Self-inflicted poverty might be ĵood 
lor the sanctiUcation of the soul, but 
tor a new Republic which is straining 
its every nerve ior the enricliment 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 cuTWvate, 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 of 
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 
enterprise have given work to 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.

^
I ^  f«i5 arRr ?
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Shn V. B. OBndhl <Bombay City- 
North): Mr. Deputy^peaker, In a
general way we can say that we wel- 
<?ome this Bill and we shall welcome 
^̂ ny 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 Uousir. it

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 
andt therefore, this House will support 
this Bill. There can be no objection 
to allow Government to revive the 
action which has been suspended as a 
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 amendmenls. And, 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* 
lessee deserves some consideration et 
the hands of this House. I am in ag­
reement with the spirited plea made 
by my friend Pandit Tbakur Das 
Bhargava in defence of the assessee.

The Deputy Finance Minister lias 
said 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 notice 
can be issued, the Central Board of 
Revenue has to be satisfied. 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 a# 
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 safei^uard 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 o t  
But, apparently, the Government in­
tends to have the .time-limit extended 
up to 31st 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, I may sa^. 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; 
ti^ne-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 on 
for years and years Is a situation to 
which the Government should have 
given some consideration.

As we see, the last date before 
which notice can be issued Is 31st 
March, From the 1f:t September,

1939, it makes a period of 16i years. 
To imagine and to expect that ordir 
nary traders and assessees should he 
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 o f 
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 16| or 2a 
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 pch 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 
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 ftnd- 
ing it difUcult 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 o f  
these contingencies. I am glad that 
due notice of this hardship Is taken 
Sy 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 thlr



2399 Indian Income-^Uuc 18 SEPTEMBER 1954 (Amendment) Bill 24CKX

House agree to something which wiil 
involve endless hardship to honest 
assessees. I, 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,

Shrl U. M. Trivedi: Somehow or
other, some 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 ot 
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. 
How 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 Ra; 80 per 
month as salary and are earning 
Rs. 4,000 per day—it ifl 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 comer 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 orovided all sorts of loop­
holes. What is true. Is that reading 
between the Ihies the whole thing Is

out and so there is no use. What 
Mr. Chatterjee has asked for is put 
down here in so many words. The 
same provision is here wiiich says:—

‘‘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 satisfied 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 lis who know of red-tapism  ̂
can understand the effect of this. 
What happens when the Income-tax 
Officer just puts down: ‘this is m r 
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 Slst March, 1956 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 fall 
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 mucifc
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[Shri U. M. Trivedil 
wealth. Now, what about those gov­
ernment 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 ol 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.

Bfr. Depatj-Speaker: The language
is ^general income’ from whatever 
source it may be.

Sbri U. M. Trlvedl: That is true;
that is why I read out those two pto- 
vlslons. It is provided that th* 
Income-tax Officer must record satit- 
lactory reasons. Then there is ati* 
other proviso that those people Who 

4ire already in the know of the affairs 
must also be satisfled. 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 againsc whom the Com­
mission has already proceeded.

Pandit Thakur Das Bhargava: If
this provision is not there, you will 
find some other boxes full of money. 

'This will only save the people.

Shri U. M. Trivedi: I quite agree 
with what Pandit Thakur Das Bhar­
gava said berau?;o it romes out of the 
wide exporiencp that hf? has of the 
world. We also kn^w it, but at t̂ ie 
«̂ame time, let us honest and fair

about it. Let us not say that it it 
only these people who have 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 applita- 
tion of the law.

Now, in (ID) 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- 
m; 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 oth^f proceeding what­
soever 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 aleo. 
If it is conclusive that any s e t ^  
ment or compromise entered into can  ̂
not be re-opened by the person, then 
it means that this does not apply to 
thie Ck)vemment. This proviso hat 
been worded in such a way that it It 
not made clear that it applies to both 
parties. The first part of the provitd 
reads “Any settlement arrived at under 
this section shall be conclusive as to 
the matters stated therein;”  ahd 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 lax chargeable under 
this Act or in any other proceeding 
whatsoever before any court or other 
authority any matter which forms part 
of such settlement.”  May I draw the 
attention of the Deputy Finance Minis-
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to this aspect and say that it 
would have been much better it clause
(ID) had been limited to **Any eettle- 
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 co*i- 
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 pr»>-
ceedip "''- It is only the person 
against whom the proreedings are 
started. It is binding on both parties,
[ think.

Shri U. M. Trtvedi: 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.

Mr. 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 (Pvusnea
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^soover. it -boiild havo nbsokitely 
no hmitation, in my humble opinion, 
to this period between 1939 and 1946.

It is true that most of the profits were 
made during that period.

M.*. Spealicr: Bilbes al5a«
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 through 
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 nnd 
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, he is 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 1947-48 is covered under the 
existing law because the fouv-5'ear 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: Is it the con­
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. Triyedi: So far as this 
Quesiion is cuncemed, 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 
and sutfering between the years 193J) 
ana 1946...,

Mr. Deputy-Speaker: Whatever
«night 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. Trivedl: My point is
that whatever was earned in the yeai* 
1947 will not be assessed in the year 
1957. My submission is that thsra 

“were certain government servants who 
were just pampering and trying to 
maHe 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 niso 
made tons of money and earned Hai 
Bahadurskhan Bahadurs and Sardar 
Bahadurs, and those cases must be in­
vestigated and they must be roped in 
•imder 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 wlU 

: 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. IShab: I am grateful to 
the Members of the House for giving 
-me thelT support In their speeches. 
Some of the Members have also ap- 
{>reciated the action of Government 
in bringing forward an ordinance so 
^ a t  the ^ap that was created by the

Supreme Court’s judgment mi^ht not 
remain there. Some Member^ 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 C entral Board of Revenue must 
go throuj'h the matter very thoiNsugh- 
by and unles? a very  ronvincing-case 
has been made out. the case should 
not be referred to under section 84 
(lA). O ther M em bers 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 w ill come to them before re­
opening under section 34(1) (a).

Some hon. Members have said that 
the Government have not gone far 
enough. Some others have said that 
we have not taken any action to 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 and the House 
that after the recommendations were 
received by ^ e  Government from the 
Commission, on receiot of part I, im- 
medi’ately 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
count books and all that. There was 
a clause about that too. That Bill 
could not be none throuKh 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 nnd! at the same time 
we made our intention clear that we 
propose to have a comprehensive 
amendinig 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 wUl 
hr̂ ve enough time to examine the re­
commendations made in that report 
with Tett&Td 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 
aome time like that because after the 
Companies Bill, the Finance Ministry 
proposes to bring in this comprehen­
sive Bill. It has been asked: what 
£teps 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 the House that from 
the year 1952, they have opened one 
Section under the Central 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 
investigated’ 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, doing very useful work 
and till today they have found out 
concealed Income to the extent of 1'8 
crores and more. Therefore, I will 
tevlte all the hon. Members of the

House to try to make available to us 
any inforniation about evasion of 
taxes or about concealment cf Income 
as was suggested by my hon. friend, 
Bhri Trivedi, the last speaker, i can 
assure the House that all these cases 
will be taken uo by the Directorate 
of Inspection and! Investigition and 
I am sure that the results wiil be 
very good.

An hon. Member wanted to know 
whether any case of Government 
servant was referred to the Commis­
sion. I find that live 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 Section, we 
have already established special cir- 
clies 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 to find! 
out if there are persons who are 
liable to pay Income-tax 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 also 
trying to see ihat not a single tax 
evader escapes the clutches of 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 
honest......

Sardar A. S. Saigal (Bilasour): Be­
fore this they were not honest!

Shri M. C. Shah: In those times,
before Independ^ence, 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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[Shri M. C. Shah]
Uie 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 about 
voluntary disclosures. There were
certain c*ases which ^ere pend­
ing for a lung time and 
they said this was the case with 
aettlement 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 or tbe Central Gov­
ernment—to settle such oases. 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
Dot 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 raies leviable on them; 
no penalty was levied.

My friend, Mr. Asoka Mehta, had 
raised the question about settlements. 
He said that there mijzht be some 
difficulty about settlements. The In­
come-tax Investigation Commi’ssion
have two judges and they made good 
settlements. There may be some diffi­
culty or suspicion about 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
oases which may be about
180 cases were settled—that is dispos­
ed Of on a settlement basi's. As I 
said there are no powers to settle 
under this Act. If there are no powers 
o f settlement then all those cases
which were settled may come up 
agahi for settlement when notices are

issued and it will be unfair on tlie* 
part of Government not to accept the 
settlement terms which were accepted
by the Income-tax Investigation Com­
mission. They recommended certain 
settlement 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 and so in all these cases under 
sections 5(4) and 5(1) there were cases 
and: they accepted settlements. 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 af̂ aiti and that will mean ad­
ditional labour and perhaps additional 
hardship which the House wants to 
avoid. Therefore, we have taken 
powers of settlement. And* 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 cases 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 of these 360 minus 
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!. X am glad to say 
that already forty-six assessees 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 
Commission, 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 cases wilhin 
six months. We have advisedly put 
a time-limit of six months. Other­
wise, we might go into those casea*
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and when everythiotf haB 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 

« ouglit to be some judicial advlsoiy 
body. It cannot be accepted. Under 
the Investiifation Commission Act 
there was no appeal on a Questî on of 
fact. There was only an anoeal on 
a question of law, to the High Court 
and the Supreme Court. Here there 
is an advantage to the assessecs. 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 imiwse any ad­
ditional hardship on those people who

* will come under section 34 (lA).
Therefore, I can assure the House, as 
I have stated earlier, that it is not 
the intention to harass any honest or 
etraightHorward! assessee. But we 
want to rox>e in all those who had 
evaded Income-itax, and that is the 
general desdre of the whole House as 
I 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. Basn: When?
Shri M i'C. Shah: I have already

•tated, after we get the recommendv 
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 

a comprehensive amending Bill. 
423 LSD

We have already thought about It 
and we want to bring in a comprehen­
sive Bill to plug all the loopholes and 
ifo 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 was stated 
by my hon. friend Pandit Thakur Das 
Bhargava that this one lakh of rupees
provision may mean discrimination. 
We held discussions on that point 
an<f 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 income i« 
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 v»ho have 
Incomes over Rs. 25,000. And ®l«o, 
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 thftt 
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 also 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. As a 
matter of fact, it is the unanimous 
desire of the House that all those who 
have made war profits and evaded 
incomfrJtax during the war period
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rShri M. C. Shah]

must be brought to 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 tliis limit of one lakh 
of rupees.

Those were tde princiD »l points 
raised, and if there are any other 
points which will be raised later on 
while considering the clauses 1 will 
try to reply to those points.

Mr. Bansal had raised the point: 
why bring In the shareholders and
the partners? T here too. under the In* 
com e-tax Investigation  Commission 
Act also they can brin«- in the part­
ners. Suppose there ,are partners and’ 
the lia b ility  of .̂a p artn er is to be 
computed. The Tnvesti'sation Commis­
sion had the rj«ht to do that. And 
w e hnve taken those pow ers here. So 
also in respect o| the shareholders of 
a private company.

1 think those were the only, points. 
As,.rog,a ds the point raised Mr.
T. N. Singh, I have already replied 
to it when you, Sir, asked me, and 
I said that ar-cording to the law ns 
proposed this is certainly not the 
position and the D epartm ent will be 
entflled to take action in all cases, 
subject to the lim itation  of the law 
itself. Therefore, with the unaninvous 
support of the House, I think I should 
not take more time iti replyjing to 
the small, minor points that were 
raised.

Mr. Dcputy-Speaker;
3 o’clock.

It is also

Shrl M  C. Shah: I have finished.
Shr.

Mr. Deputy-Speaker. The Question

**That the Bill further to amend 
the Indian Income-tax Act, 1922, 
to provide Ibr the assessment 
or re-assessment of persons who 
have to a substantial extent evad­
ed pasmient Of taxes during a 
certain period and for matters

connected therewithe be taken In­
to consideration.”

The motion was adopted.
Clause 2-— (Amendment of section 

34, Act XI of 1922)
8hrl K. K. Basu: I he^ to move:

(i) In page 1, omit lines 18 to 20.
(ii) In page 2, omit l^es 17 and
(iilO In page 2, after line 41, add:

**(1E) Annually a reppft shali 
be placed on the Table of the 
House , of the cases reported 
hereuncfer, giving the amount of 
evasion  involved, tax  collected by 
either method of assessment or 
settlement and also the names of 
such assessees.*’
Shrl Mulchand Dube (Farrukhabad 

Distt.—North): I beg to move:
(i) In page 1, after line 20, add:
“ (iii) that the assessee. at the 
time of the *«sseS8meirt, possesses 
property exceeding' fifty thousand 
rupees liable to 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 nlaking pajrment of 
any such sum may be imposed 
and recovered in the manner pro­
vided in Chapter V I/’

Mr. Deputy-Speaker: I will first
exhaust tion. Members in whose 
names the amendments stand. Then 
I wi'U call upon the others. Amend- 
mehts moved:

(1) In page 1, ornit lines 18 to 20.
(2) In page 2. omit lines 17 and 18;
(3) In page "2, after line 41. ad'd:

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

"(ill) that the asscssee. at the 
time oi the assessmentj oossesses 
property exceeding fifty thousand 
rupees liable to be attached in 
the realisation of the tax assess­
ed

(5) In i>age 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 
V I/’

3 P.M.

Shri Mulchand Dube: The Govern­
ment had accepted the principle that 
drdinarily 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 oeruons who have pro­
perty not exceeding Rs. 10,000 or Rs. 
15,000.

[S ardar H u k am  S ingh  in  the Chairl

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 (ii) of section lA that ib 
sought to be incorporated 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

son—the tax evader—may be called 
upon by the Department for payment 
of lax because my basic approach is 
this. You say that evasion is a crime 
and we hare 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, as you know it 
has been amply reported by the 
Income»-tax Investigal on Commission 
that the ingenuity of the 
tax evader has no bound. 
The main Jilflculty is about 

bringing the tax evridcrs, anti-social 
elements, etc. within the purview of 
this oarticular enactment. Sir we 
know there are b*isiness houses. I 
know the example which was quoted 
In Wesf Bengal Assembly regarding 
Sarojmal Nagarmal who is deemed to 
have evadted 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 u d  withis 
the section as suggested by tre Gov- 
emmenf. C.B.R. has got to satisfy 
before initiating enquiry that a per­
son by mistake or by miscalculation 
might not have just crossed the limit 
by a small amount. They have com­
mitted mistakes so far as smaller ones 
are jconoemed. C.B.R. has enough 
power. It is a question of principle. 
A person like Sarolmal Nagarmal, if 
he evades tax to the extent of Rs. 
5,000 or 80, should be hauled up. It 
is a matter of principle and unless 
you have a deterrant punishment for 
the persons who, because of theii 
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 have 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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[Shri K. K. Basu]
nipees. There is another Pottery 
Fat:tory. 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 
liave been given an exemplary treat­
ment, may slip out. 1 know of a small 
Pharmaceutical shop in Calcutta. Dur­
ing the war period they had a certain 
▼ery 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 
ipatient 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 
lor an ordinary person 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 
•ociety if they themselves behave in 
such a manner. My intention is that 
there should not be any limitation of 
the amount on which section lAA is 
•ought to be amended.

There is another point. No notice 
was issued after March 1956. It is 
also because of the same attitude that 
r  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. 
Tn 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

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 sximmary 
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 m d 
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 th^ 
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. Shrl 
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 cluses 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.

Shpi 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 ui>-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 find? Our Prime Minister 
attends one of Birla’s parties as Tex-

maco factory. It may be quite ui>- 
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 to 
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 leniA  and breadtk 
of the country. The poor citizen 
thinks that Birla is a good friend rf 
the Government and there is no pi)int 
in prosecuting or flndi!ng fault with him. 
There were allegations in the West Ben­
gal Assembly against Surajmal Nagar­
mal. Side by side, it is said that t '̂e 
Chief Minister of West Bengal his 
friend, and wherever goes he stays 
with him and therefore we feel that we 
cannot get justice i< we pursue him. 
In the interests of healthy d!evelop- 
ment of democracy and democratic 
institutions that the oubttcation 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. Allegation is macfie by 
some Members thai even in settlement 
cases there were reports that the 
Government was so il 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 g|lve ipubli|Ĉ ty and say these 
people should be socially ostracised, 
they have no right to live in society 
because their actions are against th* 
interests of society. Therefore. I 
urge upon the Government to see to 
it that, not only In the interests ttt 
healthy dev^opment of democracy, 
but in the interests o l good Govern­
ment, they publish the names of ibm 
tax-dod^ra alter aasessMnt



2421 Indian Income-tax 18 SEPTEMBER 1954 (Amendment) Bill 2422

Shrl Pataskar (Jalgaon): I am sur 
prised to ftnd that there is great en­
thusiasm or passion brought in a 
measure which has been brought 
forward in this House as a result oi 
something ihat happened in one of 
the law courts. For instance, the 
matter relates to the period 1̂939 to 
1946, when, at any rate this Govern­
ment was not there. As is known all 
ever 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 
so 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: I am not in the
habit of interrupting any one and T 
expect that much courtesy from 
others.

Shri K. VL 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 1946, 
certain things happened and certain 
malpractices happened. There is 
absolutely no doubt about that in any 
part of \he 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 Ihose 
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 sCrScient powers to deal with 
these cases. Inyestigation started. As 
we know, it is very difficult at a later 
period to find out ei;aiqtly what had 
been done by these people in the 
past who indulged in malpractices.

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 Investigation 
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, \he 
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. Chatlerjee that at the 
time when this matter was argued, 
the Government had an idea of only 
dealing with those cases wJnich 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 to 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 indefinitely. It would not be 
proper to have \his power permanent­
ly.

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

Siiri Pataskar: In this case, my 
hon. friend Shri Basu has got full 
confidence In the Government. In 
certain other matters, he has lost 
confidence. 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- 

lore it is that they l̂ iid down ,thli 
proviso:

“Provided further that no such 
notice shall b  ̂ issued after the 
31st day of March, 10j56.”

That is the most reasonable th<j}g 
that Government can b|? expected to 
<ia

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 infojrmatlon, 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 siays this 
should be a permanent feature. I 
think Government has struck a very 
iiealthy and a riftht mean between 
the two by saying that at <any rate 
ten years after no useful purpose 
would be served. What evidence 
would be available after 1966? After 
ten years we do not 'expect there 
will be any evidence available. Not 
only that. But even \o satisfy some 
of those people who say that Govern­
ment might recklessly use these 
powers. I think there is another pro- 
•viso which says:

“Provided that the Income-tax 
Officer shall not issue a notice 
sunder this sub-section unless he

has recorded his reasons for do­
ing so, and the Central Board of 
Revenue is satisfied on such 
reasons recorded that it is a fit 
case for the issue of such notice:”

If 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-t^ 
Officer shall not issue a notic^  ̂
under this sub-section unless he' 
•has recorded his reasons for doin^ 
so, and the Central Board o f '  
Rev'fenue is satisfic'd...”

We have created that machinery, 
the Central Board of Revenue. 
Matters will go through them nor­
mally as is expect

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 extreme 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 that 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.

that their names should not be dis­
closed, therefore, if they have com­
mitted 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. I  he 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. AndS 
the third thing is there is the limit.. 
It says:

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 re­
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 
also for right reasons. That does 
f)ot mean this provision enables 
dodgers to escape. I could not follow 
as to how because of the 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;**

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. Ue„ about Rs. 13.000 »  
year. Is that the blackmarketing of 
which we are talking? (Interrupt­
ions). I do not agree with him. I 
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 iŝ  
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. Therefjre, If
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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 decision 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 pajmient 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 Jba Azad: Mr. Chair­
man, Sir...

wfknii I

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

^  unnnr w  j snr 
t  nhiT.........

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

Sliri 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 
BiU.

this

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 
\he 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 
that the period which is subject to 
investigation is so long off that it will 
not be possible for Government lo 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 reputation 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 
^re 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:

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. T 
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 tmd others, they may 
probably be destw ed. 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 thqt this Pi^cumulated 
wealth has been displayed cocktail 
parties, in luxury cars, and in palatial 
buildings.

I feel that this Act will not ko 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 to plead the case of any man 
who hjs 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 w iih jis, 50,000, but if within 
this period, he has come to deal in 
lakhs, obviously it is a prtma/acie 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 Incomef- 
tax Investigation Commissrofi A^t, 
and therefore, Government have come 
forward with this amending Bill 
wherein this provision has been in­
serted.

It is said that clause 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 nô  ̂
become the habit of those friends 
about whom I mentioned earlier, to 
come forward immediately to plead 
the case of any businessman.

The Jkion. Deputy Minister ha  ̂
stated that during the period the Com­
mission has * 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 vi 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. I 
feel, therefore, ;hat Government are 
perfectly justified in coming to this 
House and saying, I 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 
ihere, namely the Indian Income-tax 
Act. There is no indignity or insult 
•or anything of that sort involy^ed 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 ii is a premium given to those 
evaders who have successfully evad!ed 
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 r are completely out

of logic, and therefore, I support 
this Bill, though witih 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 resx>ect, 
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. Again, 
if the money is to be paid in long 
instalments, perhaps, the money may 
not be realised. Suppose there is 
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 rig'hts 10 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 iv 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 weal\h 
is earned or produced by an in­
dividual is as a result of his hard 

work or labour but there is a definite 
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 to 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 
section 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

have deprived Ihe 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 comer and 
that there would be harassment." 
Where is the question of harassment 
or soft 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 shouldi 
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 U 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 to keep on going.

I am sorry to say that I still hope 
that the Finance Minister will bring 
in a 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 
I spoke about the amendment of the 
Income-tax Act previously. I said
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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 much with a view 
to rope in the money, as to bring in 
a healthy state in the social structure.

l8 much more important that 
w ery citfzen discharges his obliga­
tion under the Constitution rightly, 
faithfully and honestly so that this 
great structure may last.
. With these words, I supx>ort the 
.amopdment 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 department the powers 
that I detailed, namely, of investi­
gation, search, interrogation and 
taking possession of the account 
books.

ifto ^ 0  (vkirp™ -Tfw—

jTPn ^  ^  fflw p  a iw
5TRT #  knyht *5  ̂ *n»f

ifHT 5RI f W  f  3lft 
^  f  I j f

w ir m  s; H  ^
V M  ^
^  »t«pW5 ^
1V?RT iW nr, ajft ^  5IW 

I ^ awnr ^
?TTg ^  ^

aRRT f  atft !3TEncT f îrqi
^  M^rll fTET ^
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1; nnm  ^  51W  ^  ^  ^
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^  ^  an»ft)<iM «r5nT?f it, ^

3rt t  ymA
?fTqi ^  gH^fin ^  ?hft

f I r»n^ 5 ^  ams^nf ahr ^

frsn kr *IV h :;?r f»r?f iH f ^ art̂

frsRTOT snfhrr ?hiT # P«p ? i7^  ^  ^  

 ̂ atwT^ 5̂  ̂ g riW  ^  ?)■

<mfr ^ I e; H  rvrr  ̂ sV  *f
f?V5T fw » T  ^ anr? g im

<I?(T ?HTraT SIFT ^ ?T5tT5f W f
"fw aiT atft anr ^  t
fsR ^  ^  snsTTTT f ,  
t^iK «bt4 ^
«n^W, are:;?!̂  ^  yn fd  5̂
anra- 5ir̂  «i? ^rfW  afft

^ <f?TT JTfrpft f ,
?it ar»TJ arnnERH «fpt

vV" aA lirw R  # <fgr «rm4 ^

<T?rr ?mT «r? ^  <!rt
w r w  ^  ^  f»T?r

I 'ihii/i ww ^  ^  t  ^
»<* 5̂ , r*r ^

«W3T «ri’ ?  $ffer^ ^
^ f«B r*T «n^ ^  t
r» f ?T7^ an?t fm v  shfft # atft 

5TT 5H5 anr f̂ Tsst arr^ ?*(Tsn?r sî rh f
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2437 Indian Income-tax 18 SEPTEMBER 1964 (Amendment) Bill 2438

(pro IRHTSr]

^  snrf ?m r  1 

^  qw  ^

^  3ITT ̂ *S" 'TIT?

3iTO^ ? n r  *f #  ari^ ^  a n r  fwTTOT

*1“ 51^ ?W amr? r»T ^  ^
?rt a n r  r > r ^  *5l^
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WRT

TO Tfro ( iV dw ^T ) : arrr 

^  r f a w  1

«ft 0̂ «r?T0 ? n w h r  ; 4 ^  fT*TT*T ^  f r f  
^  irfi f  5f1W aiR  ^  T? 
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friT^ ^
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f j T ^  I
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nf I
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f  I ^  ^  ^  5ff»r f", <iiiiMrf̂
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^  aint ^<5*1 ^  ^Vl ^T *̂ni ^  /^fl J

Mr. Chairman; Mr. Borkar; he will 
finish It in five minutes.

Star! Mnlctaand Dube; Sir, I have 
two amendmenis, amendments 8 and 
10. I have spoken only on amend­
ment No. 8 and not on amendment 
No. 10.

Mr. Chairman: II 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 chatace.
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^  sÊ fTirft <fT(̂  <5Tf«r fs n  
^  fsRnft ^  ?hft ^  ift q;;̂  1̂

« n ^  aift ornrr ^  »ft-

q;?r ^  1 fipft T«ir»T <iV

^  1̂  n rffv  vT̂ T̂  ^  t̂Upf
4 an«r ?n! ^  tw  ^ 1

^  7 ^  w w  1;
«<^î  <BT 5it an̂ r ^  aft ?t^
T?T ^ ^ 1*1 <i>«'J ^  *T5 ^
^  ^  RmnfTTif ?f W ?  iJcT fjraw  7̂

^  »ft T̂ T <iiwi,«*> <^tii ^ I

vthr sm rfnrf it P*T?r ^  ^sw v t  
sT̂ frsTT «n ik r  # ^  » i^

t ,  f  ^
m  ^  ^  m n  1 1  fw fm  ^ ^  Ti 
Tadi'j»'<ii r*n^ ^
9TS i l  ? !k  ?^HT srt
VT*T ^ J  ^  ^  ®TC ^
WV-s'»i «pni' #  I ^  «i>T *TW ^  ^

snfe J| 7̂  *rar ^ I ^  9rf2

?B7^ <1? aift m r^  apr ??;sr ^  51̂ '

5RT  ̂ «n fsriW*r #  I 
?<?ge'<i ^  r*f w?*r vrfw^ 1

H'sran ^  5im7iT w ?nr f ir  Thr

^  I

^  w f <T# wiFiî  5ifnf ^ ^  ^

Trfl’CT «R-»TOT#, 3if^^f?Ta-aTh

^  »T̂  ^ ^  ^  <(T5T̂  ^ *ng »hn '
aiTOT ^ I ^  ?fT? trv

»m<IH !f^  51’ TT fiB
>m  5T "cy® I p r iW  - 

T»r ^ »f^ ^  r* f w tvRt g rfH  1
T5T «bV 5Pfnr arf? «m nfnif i  >ft 

*̂'MK<{rj ? «rmT r̂r^n ^riW  1 ^  
wiWT̂  ^  s i'll
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[«ft ij-o

^  5if^ ^nrsft i ^ n W
• «m iA  ^  y iv f
3T5T «id 5T  ̂ 3tRT tnfr^  I apn g<«Brft
«h*f<ll/} ^  3T5RT ^  flf

• f»mT i
r̂vtrrf̂ r *T5lT«r, ^  ^  H*nr

5Nt I atw 4  «rt ?nnr 
it, ^  tfr*}' 3ftT ̂  tF®ms ^  

^15^1 ^  ^  ?rH> ?pii ^  w t4
3!t«Tr #  ^  «i;̂  f iV jR  ^  ^  ^
5rf»rf ^  «BT ^  ^
# anf? am^ »n?f*fs5 w  n v i

5prar w  'i'̂ iT r»Hi ^  Tw ^ I 4*“ snpiT 
-W?tT ^  ^  ^  ^
t, ann 555̂  ^  ajft 3Rm ^

5(TT r»T ?nren it ajft hrnfrr ^ ^

*f ?rraT 3IT ?T??rT f  1

Shri M. C. Shah: Sir, I oppose all 
the amendments. First of all, I will 
take ihe amendments of my friend 
Mr. Dube. He wants to have as a 
condition precedent a certain amount 

' of property before proceedings can 
be initiated. It is Rs. 50,000 un­
alienated property. I do not 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 fad, 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

^ h o  are to be assessed and to come 
to some terms and settlement with 
 ̂them, as early as possible, and to 
•collect the tax and finalise the whole 
matter.

With regard to the three amend- 
-ments of my friend Mr. Basu..........

ijiTo ?nnihr:
5(Tn ?hiT, I

wfnrfff : 3JT atw ^
I

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

5 •nff, n̂̂ f, ^
I?* ^  OTT •RT ?lj ^  f ir

^  hncRT ?HTm 5hn I ^
4 P.M.

Shri M. C. Stiah: Yesterday 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. 5*25 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 uo 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 
amall businessmen. We do not want 
to ha '̂ass 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 ot 
them.

Shri M. C. Shah: We wiU lust set.
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 s^tion 5(1) and 
so on. Therefore, we want to limit 
the period up to 81st March, 1956. 
We want to issue notices of those 
which may not have been finalised by 
tljat time, but about the notices t?e 
want to put a limitation.

Now. about the general question as 
to whether there should be no time 
lim it, in section 34. It is not there in 
so m any other countries like the Uni­
ted States and the United iC i^ om . 
That matter today is being investigat­
ed by the Taxation Enauiry Commit­
tee, and 1 have said already m my 
rep ly , that report will be coming 
very  soon. I also stated that alter 
getting the recommendations from 
the Enquiry Committee we wiU go 
into the recommendations and if 
they recommend that there should be 
no general time limit in Section 34, 
certainly we will consider that and 
bring it in the Q om Pfehensive a m eo4 - 
ing Income-Tax Act,

Shri K. K. Bastt: May I k»ow, do 
you expect cases pending before ttle 
Income-tax Investigation Oetewttission 
to be finished in ftWdther I
should say that the rate of progfiBss 
Is not so fast. '

Shri M. C. Sha3i: The period of the 
Investigation Commission expires on 
31st December, 1955 and, possibly, 
we expect that all these cases—48̂  or 

0̂—will be over “by that time. tTnder 
section 5(1) as I have already stated 
there are 482 cases but there are 
groups of them; one group may he 
about 50, another group 60 and soon. 
Possibly, they are at .work and they 
may finish by that tirh’e. That is ^hy 
we have put down that the notices 
should be issued by 31st March, 1956 
and the general question rriay be left 
over to the Taxation Enquiry Com­
mittee.
423 L.S.D.

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. 1 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?

Sliri M. C. iSbah: About tine names, 
perhaps thte ^on. Member knows Hiat 
there is section 54 under the Indian 
Income-tax Act. As long as it is 
not amended and as long «s  it Is 
there on the statute-book, the Gov­
ernment cannot divulge tlje names of 
the assessees. So far as the Investi­
gation Commission is concerned, 
theffe 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 
information. About the names we 
cannot give that. Section 54 of the 
Income-itax Act and the Investigation 
Commission Act impose secrecy on 
the Government. As long as those 
sections are there. Government can­
not divulge the names.

Shil K. K. Basu rose—
mr. Chairman: I would request the 

hoh. Member to keep his other re­
marks for the third reading.

SIhiri K. K. Basu: Sir, there is a 
misstatement. I sent some requisi­
tion reisitnlilur some iacts 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 o| not supplying figures is 
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 is there on the statute-book.

Therefore, Sir, I oppose all the 
amendments and 1 hope they all will 
be thrown out by the House«

Mr. Chairman: The question is:

*'ln page 1, omit lines 18 to 
20/'

The motion was negatived.

Mr. Chairman: Does Mr. Mulchand 
Dube want me to put his amend­
ments? -

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

The amendmeiits. were by leave.
withdrawn

Mr. Chairman: The question is:

“In page 2, omit lines 17 and 
18.”

The motion was negatived.

Mr. ChaimkAn: The question is:

In page 2, after line 41, add:
*‘ (1E) Annually a report shall 

be placed on the Table 6f the 
House of the cases reported here­
under, giving the amount of 
evasion involved, tax collected 
by either method pf assessmrat 
or settlement and also the^names 
of such assessees.*’

The motion was negatived.

Mr. Chairman: The question if:
“That clause 2 stand part of 

the BiU.”

The motion was adopted

Clause 2 was added to the Bill,

Bfr. Gbairman: The question is:

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

The motion urns 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 BiU be passed.”
Kumari Annie Mascarene (Tri­

vandrum): This Bill is a clear proof 
of the lack of a comprehensire tax 
Bystem for the State. I am satisfied 
at the assurance given by the hon. 
HAikiister 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, 1 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 
lIK̂ int out that the burden of taxation 
rests on the j;>oor 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 ot 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 
has 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 
of 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 confidence 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 
^han 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): I
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 philosophy 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 manner, is 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 
by the modem civilisation, none if

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 all 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 been said 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 five 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
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IShri D. C. Sharma]
heavy. Of course, it may be there, 
but you should not let oft some per- 
8ons because the rot does not start 
only at the bottom; it also starts at 
the top. Therefore, if you want to 
prevent rot, you should have a law 
which ai^Ues to all cases fiom top 
to bottom. Here I ftnd 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 b j  my friend, Mr. Borkar who said 
that accounts are cooked up and all 
kinds of books and registers and ledg- 
PITS are k ^ t, and that everything is 
done to throw dust in the eyes of the 
Income-tax Department. I know the 
Incomie-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-iiearted 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 lall that 
kind of thing. I would, therefore, say 
to the hon. Finance Minister to look 
*nto these things.

M r. Chairman: The Chair is not
envious of his looks but he should ad­
dress the Chair.

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

What I 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 city 
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.

iro inro 
?n?ii ^  f iiw

VTTff t ,  >

SIkri B. N. M ism  (Bilaspur^Durg- 
Raipur): 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: T here 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.......

Sbri B. N. Misra
difference...

That makes a

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.

M r Cfaahrmaii: 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.

Mir; Chairman: That is all right
He can continue tho speech.

^  fTfTW : ^  fjTsr 
^  i ^  

snr ^
i t  ^  ^  ^

r r m  #  I

I ■

. TO <nro w riw 's
anf ^  vr
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'3n f̂)Tn ^  ^  it?
^  ^  ^  ajfvPFR |rrfy4 51^

anr̂  arf'ĵ un ^  jiw  

5̂ )7̂  ^ ^  ^  ST w f  I 

^  3TTO ^  q? ariW n fr^  f  f*s

^  ^  tlTti'W)!/ Hiff 5n?iT ?nr
IT? arr^n f«Rft fV w  ^  jrffaff 5T  ̂ ^

«<D̂ i I 31T f̂ ra" 5rt ? ii qw5T *T*n 

. 4  ^  f  ararn

f< m  ^  »T5r?fr ^r?rm f  i

r*n^ ^  f*n f ^  ^  ^rm? f  hi> 
■̂snrtr c?W ?€Mi/*}'<; ^  w r  m  ^ 

^  ^  n̂r?iT # I j f  r^r ^

^  ^  ^  fTT 5r3TT ^
>̂T*̂  ^ ^ iT^ ^ an rjrrf

sfOT ^rr4 ^mr fe ^ n e ^
^  f  I fsn n r 2 ^

if p r  5tt gt T?r f ' ^
^ r» ‘̂ ^  < 1 ^  I

y^niAr ajR ^  3ti t it

w  ^  S r̂nr f«?cr ^ ^  an#

arî  ^ ifW  «rf? r»T

?;? !»n ^  r*r ?pt 3*n^ 's t w ,
CTTO" t 5 *1̂  *1 ^ Mi"̂  VT^
î̂ ir̂ iT f  I ^  ? n r^  ura- p r  ^
?r»nr ^  f ,  î rtsni «j'̂ W ^  «Tff

<T? # I »=[K ?ftf5î  tr^ ®miA f

3 ^  4 ^  «Fmt <IT«IR «S
sR̂ fr îT >j^ f ^ f i ^  fir?TT ^ I ^

w  ?<?r? ?rf? g ir arjrft

JTIcg- ^  T ^  *1!̂  iTV flfe ^ ?n>Tsf ^

l~H<̂ *i VeMi/4«Ti ^ ^  T?n
?rf iW  5rft^ ^

^  # I «j?f <n *?* an»r

jf̂  ^iprr 5; «ntn^ 5rtn «rt ^  ^
rif p r  T̂H;»r  ̂ 3 ft?  « t f , 5 f f ^

8Rmkr ^  5ifn 
Tft tra ^  atTT 5lFn ^ ? HH'fi«T *T^

4  r̂nwT êwv ?rsi! ^
^i?'*Mj!'»=qT iV r 51H1 f  1 ^

^  ^  w n ffv  T ’ET )# <ir»r ^  <p t  * (i

<1̂  f?Rf fv iE fi «<iMpft a m n f *n 

Tc < ^ ?ei m T̂? nsT ari*? «if trr'ifp
^ qRT 3TRI g rfr^ , ^  arrar 7 t*ri 1 
airsr r*n^ ^  *1^ ^ «rf»r f  ^  
aR^ fp n r ?®Tn ^  ^  ^  t, arh 

in> ^  ^  ^  <mr 7^
f  I ^  ?w » r ^W  iCT 1̂51̂  fun an«l 

m fenFT ?W  m ftp^ ^  

yrvrft *4^i/? ^  ^  t

f 5T m  3if  ff? r  a ira r #  i f  g tr 

^  fT*nf*r * rm  1̂  1

Sbri M. C. Staah: 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 
lax and I can assure them that all 
these cases will be looked into imme­
diately and effective action will be 
taken...

Shrt K. K, Basu: Do not be soft.

IVIr. Chairmaii:' The question ist 

“That the Bill be passed.**

The motion was adopted.
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CENTRAL EXCISES AND SALT 
(AM ENDM ^T) BILL 1954

The Deputy Minister of Finance 
(Shri A. C. Guha): Mr. Chairman, 1
beg to move:

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

I 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.

[Shri Patabkar in the Chair].
They do these things in their own 
houses. The biri manufacturers em­
ploy some contractors known as satta- 
tualas. 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 65 
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 -very skUled worker

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 Ihe country is rather serious, 'f  
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 Is 
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 I 
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 It 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 biri over the hand­
made biri is Rs. 1-14-0 per thousand. 
•So three rupees per thousand Is 
Quite a prohibitive rnte for the intro­
duction of machine in the biri manu­
facture.

Shri Kasliwa) < tiotah-Jhalawar): 
What is the price of the biri manufac­
turing machine?
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Shrl A. C. Guha: Rs. 2.200. It u
not a very costly thing. And that is 
also one of the difficult points whicn 
the Government has to contend with. 
If the machine was a very costly one. 
then people might not have gone loi 
the machine. But when it is rathei 
cheap, costing only Rs. 2,200, there 
would be a large number of people 
who would be in a position to invest 
two or three thousand rupees; and tha  ̂
is why Government took prompt 
steps to see that this machine may not 
be introduced or may not be put In 
use at all.

I have already stated that there are 
six lakhs workers, and I think hon. 
Members of the House may be inter­
ested to know the Statewise break-up 
of these six lakhs workers. This in­
dustry is mostly concentrated in four 
States. Madhya Pradesh has got l i  
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 BiU. 
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. Chairm:ui: Mciion moved:
“That the Bill further to amend 

the Central Excises and Salt Act, 
1944, be taken into consideration.’'

Shrl M. S. Gurupadaswamy
(Mysore); Sir, I have an amendment.

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

Shrl M. S. Gunipadaswamy: 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

who participate in the manufac­
ture and sale otbiris, by the first
week of December, 1954.”
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. Gunipadaswamy: 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 BiU looks very 
simple with only one clause 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 organissltipn. That is 
the great drawback of this Industry. 
The manufacture is carried v 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 th ^  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 iutoTganised state, the workers in 
this industry have come to form a 
specialised class. They are not people 
who lake or can take to other avoca­
tions in life. Ihey are mainly depend- 
4iig^«pon ^ is  industry. I gather from 
the Minister that nearly 600,000 work­
ers are employed in this industry. It 
is a considerable number.
' This industry taas got certain big 

problems. Since this industry is dis­
organised, the Factories Act is not be- 
4ng applied strictly and other labour 
laws are also given a go-bye. We also 
fflnd that the employers have been 
employiiig 'women and children and all 
sorts of people belonging to various 
age groups without regard to their 
health and other conditions. The 
wages that they 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 
liave not done anything so far to or­
ganise this industry on a proper basis. 
They have not done anything to pro- 
teot the interests of labour. The hon. 
Minister was just now waxing elo­
quent about labour difficulties. I am 
very gUid that at least in speeches, 
the members of the Treasury Benches 
are sympathetic about labour and 
their interests. What have you done. 
I ask, till now to protect the interests 

m f labour. Have you Issued any direc­
tive to the Labour Department in the 
States? Or, ihave you taken any con- 
oitete measures to organise this indus­
try sound lines and to protect the 
interejkts « f  labour? The failure of 
this industry to organise itself is main­
ly due to the policy of the Govern­
ment. the callous neglect of the 
Government I charge this Govern- 
«nent end the States Governments that 
no effort has been made to properly 
cnntrol. organise, or bring about some 
sort of good cwiditions in this indus- 
ttfy.

The purpose of this Bill, as I under­
stand. is to impose an excise duty on 
biris manufactured by mechanical 
processes.

Shri V. B. Gandhi (Bombay C ity -  
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?

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

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

Shri M. S. Gnmpadaswamy: I 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 hiris 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- 
isult of the introduction of mechani­
cal processes will be near about Rs.
1-14-0 per thousand. I 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. 
If 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. It 
will prohibit the introduction of 
machines. I want to know from the 
Minister whether he wants totally to 
prohibit the machines.

Shri A. C. Guha: I have stated that 
it is a prohibitive duty. I have not 
said that it is not prohibitive.
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Mr. Chairman: 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
1 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 
atate of biri manufacture? How many 
biriB 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- 
nient 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
423 LSD

at all over the quality of bm  manu- 
fac^re. 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 vei^ unreasonable I say to prohibit 
once and for all the introduction of 
mechanical processes, mechanical tech­
niques into biri manufcture. On the 
other hand, I want the Government 
to take other mesrsures of expanding 
biri manufacture, improving biri 
manufacture and also to ftfid man  
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 cig*arettes are being manufac­
tured in India. They are great com­
petitors, and naturally, if there are 
chcap 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 ma^iitain 
thits industry for long. So, I say biri 
manufacture should continue, and not 
only continue, but expand; not only 
expands but expand on the baato 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 ttoe 
same time keep the employment level 
as it is or even improve it. So, I fall 
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 BUI may be circulat­
ed to elicit opinion? of thqse people 
who î re interested in biri manufac­
ture, and who papticipate in the manu­
facture of biris, and after having their 
opinion, we can fix up whatever rata 
(s reasonable, I strongly feel that the 
present rate suggested in the BUI ii 
very unreasonable.

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

Mr. Chairman: Let us not discuss
those amendments.

Shri M. 8. Gorapadaswamy: 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 Ms S. Gurupadaawamy: 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

or Rs. 1-8-0. That would be a reason­
able rate.

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

Mr. Chairman: Amendment moved:

“That the BiU be circulated tor 
the purpose of eliciting opinion 
thereon of biri workers and others * 
who participate in the manufac­
ture and sale of biris, by the first 
week of December, 1954.”
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Mr. ChalnMB: How long will the
hon. Member take?

Pandit D. N. Tlwmry: Ten minuto 
more. I have spoken for two or three 
minutes only, Sir.

Mr. Cbalnnan: I think the House
will now stand adjourned and meet on 
Monday at 11 a.m .

The Lok Sabha then adjourned till 
Eleven of the Clock on Monday, the 
20th September̂  1954.




