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read "charitiesg"
(11) 1ine 23, delete "charges"
Page 18, col. 1, 1line 5, for "my" read "may"
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Page 38, col. 1, line 6, for "inforcation"
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181 "Accounts" read "hAccountants"
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Page 75, col. 1, line 19, for"Rs. 200" read "Rs. 2000"
Page 76, col. 1, line 12, ggz"miner" read "minor"
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Page 91, col. 1, line 8, "Shri Bhagat"
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Page 10 i line reag ,
» (1) m"IV. Temi1 Nadu State Income-tax
Employees' Association, Madras,"
(11) col. 2, omit 1ines 18-19 from bottom,
Page106, col., 1, 1ine 29, for "bickeding"
read "bickering"
Page 113, 1ine &, from bottom,
for "Shri b,D. Panda" read "Shri B,D., Pande"
Page 114, col. 1, line 2%, for "bive" read “give"
Page 127, col. 1, line 13 from bottom,
for "purocess" "process"
Page 13¥, col. 2, 1line 22 from bottom,
for "be read" read "one reads"



*WITNESSES EXAMINED

S. Name of witness Date of Page
hearing

1 2 3 4
t. Government of Andhra Pradesh, Hyderabad. . . . 9-1-1974 2

Spokesmen :
Shri C. R. Kmhnuwamy Rao Sahib,
Secretary to the Chief Minister.

Shri P. L. Sivaram, Commissioner, Endowments .
Shri V. Sundaresan, Secretary.

Shri S. V. Subramaniyam, Executive Officer, Tirumala Tirupati
Devasthanam.

Shri A. V. Surya Reo.
Shri R. Sankaran.

2. Consultative Committea of City Chambers of Commerce, Madras. 9-1-1974 1§

Spokesmen :
Shri S. Narayanaswamy, M. L. C.
2. Shri P. Brahmayya
Shri N. C. Krishnan
Shri C. §. Vidyasankaran
Shri R. N. Ratnam
Shri D. Shriniwasan

3. Sri Aurobindo Society, Pondicherry. . . . . . 9-1-1974
Spokesmen :
Shri Arunendra Nath Tagore.

4. Madras State Income-tax Practitioners Association, Madras. 9-1-1974 2¢

pw Pwd

L

o bow

Spokesmen :

z. Shri V.N. Padmanabhan
2. Shri S. R. Gopalan
3. Shri M.S. Rangiah.

5, Shri T.V. Vishwanatha Anycr, Advocate, Supreme Court of

India, Madras. . 10-1-1974 33
6. Andhra Pradesh Tax Bar Association, Hyderabad. . 10-1-1974 48
Spokesmen :

1. Shri M. A. Mohiuddin
2. Shri Y.V. Anjaneyulu
3. Shri Keshavlal Adhia
4. Shri V. Venugopal.

*Contains only the list of witnesses included in this volume., For othex
witnesses, see volume I,
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7.

10.

I1I.

12.

Raja Charity Trust, Madras,

Spokesmen :

1. Shri P. R. Ramasubramania Raja, Managing Trustee .
2. Shri S. N. Ramakrishne Raja, Chartered Accountant.
3. Shri M. Sanotham, Chartered Accountent .

4. Shri N. K. Srikanta Raja .

‘The Karnataka (Mysore) State Income-tux Pracmnonm Asso-

ciation, Bangalore. . .

Spokesmen : !

1. Shri G. B. Patil.

2. Shri P. K. Ramachandra Setty
3. Shri P. N. S. Murthy

4. Shri M. Srinatha Rao.

Shri P. Sadagopan, Commissioner of Income-tax, Madras

The Society of Income-tax Practitioners, Vijayawada. .

Spokesmen :

1. Shri M. V. Shastry
2. Shri D. L. Narasimha Rao.
3. Shri M. Venkateswara Rao.

The Anakapalle Merchants’ Association, Anakapalle.

Spokesmen :

1. Shri 1. Ramekrishns Reo.

2. Shri B. K. Viswanadham

3. Shri K. Srecramachandramurty.
4. Shri P. Appalanarsim Hulu

s. Shri B.S.V.N. Naidu

6. Shri K.R. Nookaraju

Hindustan Chamber of Commerce, Madzas..

Spokesmen :

1. Shri C. Narayanaswamy
2. Shri V. Ramachandran
3. Shri Ashok Kumbbhaj

4. Shri Bawrilal Nahar

s. Shri Anantha Krishnan

10-1-1974

10-1-1974

11-1-1974

11-1-1974

11-1-1974

e-1-1974:
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13. Madura-Ramnad Chamber of Commerce, Madurai, . . 12-1-1974

14.

as.

6.

7.

18.

Spokesmen :

I. Shri T. Manickavasagam
2. Shri M. A. Ramaswamy.

&
13-1-1974

Spokesmen :

1. Shri J. Gopalakrishnan
2. Shri K.Y. Sresty.

Spokesmen :

1. Shri M.V. Krishnamurthy
2. Shri K.G. Subbarama Setty
3. Shri B. V. Rathnaiab Setty
4. Shri C. M. Reddy

5. Shri J. Srinivasan

Spokesmen :

1. Shri K. Sreenivasan.
2. Shri K. S. Paripoornan
3. Shri P. K. Warrier

4. Shri K. G. Warrier.

Spokesmen :

‘1. Shri G. Balu, President.

2. Shri C.R. K. Murthy, General Secretary
3. Shri N. Sundarajan

4. Shri K. Jayaraman.

§. Shri S. Raghavan

1. Shri B. D. Pande, Cabinet Secretary. . . . . 28-1-1974
2. Shri M. R. Yardi, Finance Secretary. . . .

3. Shri H. N. Ray, Finance Secretary. . . . . 8-7-1974
4. Shri M. G. Kaul, Secretary, Department of Economic Affairs.

19. Shri V. V. Badami, Director of Inspection (Investigaltlx;fn), 29-1-1674

aa  Directorate of Inspection (Investigation), New Delhi.

Mysore State Chartered Accountants® Association, Bangalore. 12-1-1974

Mysore Chamber of Commerce and Industry, Bangalore. . 13-1-1974

Arya Vaidya Sala, Kottakkal, Kerala. . . . 13-1-1974

Tamil Nadu Income-tax Employees’ Association, Madras. 13-1-1974
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1. Shri C. R. Kmhnamurthl, Commjwoner of Income-tax,
Calcutta. . . 29-1-1974

2. Shri 0. V. Kuru\nlla, Com:mmoner of Incomc-tax, Bom bay.

3. Sl:“; B. A. Shariff, Commissioner of Inccme-tax, Ahmeda-
ad.

a1s All India Federation of Income-tax Gazetted Services Associa-

23.

24
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tions, New Delhi. . . . . . 10-6-1974
Spokesmen:

. Shri S. K. Roy, President.

. Shri K. Raha, President.

. Shri C. L. Wali.

Shri R. C. Pandey, Secretary.
Shri P. S. Gopalskrishnan .
. Shri O.S. Bajpai.

. Shri L.S.S. Chakravarthy

. Shri J. N. Moitra

Institute of Chartered Accountants of India, New Delhi. . 11-6-1974
Spokesmen :

1. Shri S. K. Gupta, President

2. Shri N. C. Krishnan, Vice-President

3. Shri Anil M. Parikh, Chairman, Taxation Committee.
4. Shri V.B. Haribhakti, Past President.

5. Shri R. Santhanam

Gujarat Chamber of Commerce and Industry, Ahmedabad. .  13-6-1974
Spokesmen :

1. Shri Rasiklal Vadilal Vasa, President

2. Shri Indravadan Pranlal, Vice -President
3. Shri Shrenikbhai Kasturbhai

4. Shri Hasmukhlal C. Shah, Hon. Secretary.
s. Shri H. M. Talati, Chartered Accountant.
6. Shri I. N. Kania, Deputy Secretary.

« Upper India Chamber of Commerce, Kanpur. . . 13-6-1674

Spokesmen :

1. Shri Gulab Cband Jain, Vice-President.

2. Shri A. P. Gupta, Member of Executive Committee.

3. Shri Manohar Lal, Member, Taxation Sub-Committee.
4. Shri A.K. Basu, Secretary. ’
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25. ShriR. D. Shah, former Clmrman, Central Boaxd of Du'ect

Tux:s. . .

26. Shri M. R. Yardi, Former Finance Secretary.

27, Income-tax Bar Association, Ahmedabad.

Spokesmen :

1. Shri L.G. Thakkar, President.
2. Shri C. V. Mehta, Vice -President.
3. Shri V. J. Shah, Secretary.

. Shri G. P. Kapadia, Chartered Accountant, Bombay. .
. Institute of Cost and Works Accountants of India, Calcutta.
Spokesmen :

. Shri M. R. S. Iyengar, Presidert.

. Shri V. Kalyanaraman, Vice-President.
Shri N. K. Bose.

. Shri A. K. Biswas.

. Shri S. N. Ghose, Secretary.

. Shri G. K. Abhyankar.

7. Shri S. K. Mitra.
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. Indian Revenue Service (Income-tax) Association , New Delhi.

Spokesmen :

. Shri P.S . Bhaskaren—President.
. Shri C. B. Rathi

. Shri P. Srinivasan

. Shri M. C. Joshi.

. Shri G. C. Agarwal

. Shri S. G. Jaisinghani.

. Shri B. Gupta.
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. Shri Biharilal Kanaiyalal, Ahmedabad. . . o N
. Gandhi Peace Foundation, New Delhi. . . .
Spokesmen "

1. Shri V. Ramachandran, Secretary, Sarvaseva Sangh

Khadi Gramodyog Samiti, Coimbstore. . .
2. Shri A. C. Sen, Secretary, AVARD, New Delhx.

3. Shri Rameshwar Thakur, Chartered Accountant, New Delhi.

4. Shri S. D. Nargolwala, Delhi, Parsi Anjumsan, New Delbi.
s. S?l?ﬂ Devendra Kumar, Secretary, Gandhi Smarak Nidhi,

6. Shri Rup Narayan, Secretary, All India Prohibition Council,

7. Shri A. K. Karan, Secretary, U. P. Gandhi Smarak Nidhi,
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272
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36.

37-

Tax Practitioners Association, Srinagar.

Spokasmen :

. Shri B. R. Bhasin, Advocate.
. Shri Subash Dutt, Advocate.
. Shri M. A. Bakshi.

. Shri A. Rehman

Shri O. P. Sahney.

Shri §. K. Kaul.

. Shri Mairajuddin.

. Shri Ali Mohd. Raja.

. Shri Hafiz-M-Umail.
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Tax Consultants Association and Chamber of Commerclal and
Industrial Undertakings, Ludhiana. .
Spokesmen :

1. Shri S. R. Mittal.
2. Shri B. B. Jain.

Viyaparik Association Mandal, Shree Ganganagar, Hanuman-
garh Town, Rajesthan.

Spokesmen

1. Shri Payare Lal Gupta.
2. Shri Prem Sukh Aggarwal.

Kashmir Chamber of Commerce and Industry, Srinagsr.

Spokesmen :

1. Shri Dharambir Singh Oberoi, President

2. Shri P. N. Puri, I. P. President.

3. Shri G. Rasull Khan , Sr. Vice-President.
4. Shri Vijay Dhar, Jr. Vice-President.

5. Shri M. Amin Tramboo, Secretary-General.

Beopar Mandal, Srinegar. . .

Spokssmen :

1. Shri Om Prakash Kapur, General Secretary.
2. Shri Mohd. Yasin.
3. Shri Ashok Kumar.

11-9-1974

11-9-1974

11-9-1974

12-6-1¢74

12-9-1974
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326
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2. Shri S. Narayan—Joint Secretary.

8. Shri S. I. Tripathi—Deputy Secretary.
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II. Consultative Committee of City Chambers of Commerce, Madras.

2 "
SECRETATY
Shri H. G. Paranjpe—Deputy Secretary.

WITNESSES EXAMINED

1. Government of Andhra Pradesh, Hyderabad.
Spokesmen:

1

Shri C. R. Krishnaswamy Rao Sahib—Secretary to the Chief Minister.

2. Shri P. L. Sivaram—Commissioner, Endowments.
3.
4

. Shri S. V. Subramaniyam—Executive Officer,” Tirumala Tirupatt

Shri V. Sundaresan—Secretary.

Devasthanam.

. Shri A. V. Surya Rao, P. A. to Commissioner for Endowments,
. Shri R. Sankaran, Accounting Consultant, Tirumalai Tirupathi

Devasthanam.

Spokesmen:

1,
2,
3.
4.
5.
6.

Shri S. Narayanaswamy—M.L.C.
Shri P. Brahmayya

Shri N. C. Krishnan

Shri C. S. Vidyasankaran

Shri R. N. Ratnam

Shri D. Shriniwasan.

III. Sri Aurobindo Society, Pondicherry. ) |

Spokesmen:

Shri Arunendra Nath Tagore.

IV. Madras State Income-tax Practitioners Association, Madras.
Spokesmen:

L

1

2.
3.

Shri V. N. pPadmanabhan
Shri S. R. Gopalan
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1. Government of Andhra Pradesh, Hyderabad.

Spokesmen:

(1) shri C. R. Krishnaswamy Rao Sahib, Secretary to Chief Minister.

(2) Shri V. Sundaresan, Revenue Secretary.

(3) Shri P, L. Sivaram, Commissioner for Endowments,

(4) shri S, V. Subramaniyam, Executive Officer, Tirumalai Tirupathi Deva--

sthanam.

(5) Shri A. V. Surya Rao, Personal Assistant to the Commissioner, Endow-

ments Department.

(6) Shri R, Sankaran, Accounting Consultant, Tirumalai Tirupathi Deva--

sthanam.

(The witnesses were called in and they took their seats)

MR, CHAIRMAN: Before you begin
evidence, it is necessary for me to
invite your attentjon to Direction 58
of the Directions by the Speaker of
Lok Sabha. Your evidence shall be
treated as public and is liable to be
published, unless you specifically
desire that all or any part of the
evidence given by you is to be treated
as confldential. Even though you
might desire Ahat the evidence be
treated as confidential such evidence
is liable to be made available to the
Members of Parliament.

Now you may begin your evidence.

SHRI C. R. KRISHNASWAMY RAO
SAHIB: Sir, on behalf of the Gov-
ernment of Andhra Pradesh, a sub-
mission has been made to this Com-
mittee on the applicability of the
Income-tax Act and the entire pro-
visions of the Bill, which is now
before this Committee, relating to
religious and charitable trusts. We
have set out our views in extenso In
the memorandum, While not wishing
to repeat every point that has been
made therein, I will, if so permitted,
highlight very important submissions
already made.

Broadly speaking we have taken
the view that the primary object of
the tax law in its application to reli-
gious and charitable trusts has not

been to add to the revenue resources:
of the Nation through taxing the
category of juridical persons for the
purpose of augmenting the State
revenuesg but are primarily devised to
ensure that the existence of such-
institutions is not abused for the pur-
pose of evasion or avoidance of taxes
which would otherwise legitimately
accrue to the State. The observa-
tions of the Wanchoo Committee and
the principles of the Acts which-
have been amended during the last
two or three years by various Finance
Acts and provisions of this Bill also
lend credence to that supposition. On
that basis the State Government have-
felt that this broad objective is some-
thing with which they are in entire
agreement, They would not like to
enter into any kind of caveat so far
as the objective is concerned. The
State Government have felt that to the
extent regulatory legislation already
exists in certain places for ensuring
fulfilment of these objectives, there
would be no need to take recourse to
the taxation laws or procedures pres-
cribed thereon for achieving the same-
object, If I may say so the recommen-
dations of the Wanchoo Committee
were based against the background of
non-existence of ordinary regulatory
legislation in respect of public, reli-
gious and charitable trusts in this:



wountry. Had there been no such
regulatory legislation at all, and this
piece of legislation made applicable
to all States in India, that would have
been wholly different. But already
.some States have regulatory legisla~
tion in respect of religious and charit-
able trusts, The position varies from
State to State. Some States have a
higher degree of gupervision and con-
trol over these institutions. They
are to be covered by some kind of
action through civil courts in case
there are malpractices. So far as
Andhra Pradesh is concerned, public
religious and charitable institutions
there are goverened by Wakfs Act in
case of Muslim institutions and by a
separate legislation in respect of
Hindu religious and also charitable
institutions other than Wakfs, That
law has been there for several years.
‘We in our memorandum have pointed
out the amount of supervision and
amount of intervention by the State
«over these institutions. That will be
.evident in the different sections of
our enactment. It is not a control
.exercised only at the time of com-
plaint or when some amount of mal-
practice i3 expected. But there is
-continuous control over the functions
of the institutions. In the fleld of
management We have provisions
hich permits the State Government
and gives it absolute discretion to
appoint Managing Committee in all
these classes of institutions. We are
aware that some of the trusts might
thave provided for nomination of man-
aging trustees, But notwithstanding
-all that it is open to Government in
order to avoid malpractices to appoint
their own nominees. That is wo far
-as general management of trusts is
concerned.

MR. CHAIRMAN: It is not confined
to supervision. You take authority
to manage also. Is that power ab-
-golute?

SHRI C. R. KRISHNASWAMY
RAO SAHIB: Yes. 1t is not a ques-
tion of removing trustee. We have
-provisions for appointment of trustees.

Take Tirumalai Tirupathi Devastha-
nam. It is totally under us. The
composition of managing body is
dictated by the law of legislature,
The entire management is with Gov-
ernment nominated nominees.

MR, CHAIRMAN: Perhaps Wanchoo
Committee might not have been ap-
prised of the law of Andhra Pradesh
relating to oontrol and management
of charitable institutions. That is
what you are pointing out. Kindly
let us know what provisions of
Wanchoo Report you object?

SHRI C. R. KRISHNASWAMY
RAO SAHIB: Take their observation
in page 84 of their report which says:
—“We consider there Is a strong case
for having an all-India legislation for
the purpose of controlling and regu-
lating the working of various public
charitable and religious trusts in
India.” This observation is made
against the background of the infor-
mation they have received pointing
out that the law and procedures relat-
ing to the control of public trusts
vary from State to State,

MR. CHAIRMAN: See what the
Committee has said in the same page
84. They ®ay:—

“From the replies received, we
found that the law and procedures
relating to the control of public
trusts vary from State to State. In
States like Andhra DI'radesh, Bihar
Gujarat and Maharashtra, all public
trusts are required to be registered
whereas in States like Kerala and
Tamil Nadu there is no such proce-
dure. In Rajasthan, however,
certain public trusts having their
assets or income beyond a certain
limit are requireqd to be registered.
There is no umiform procedure
either in these States, as regards
scrutiny of accounts of these
trusts. What is most surprising is
that no data was generally avail-
able regarding the number of cases
where trust property was found to
have been used for purposes not
germane to the objects of the trust.”



SHR] C. R, KRISHNASWAMY
RAO SAHIB: We have already legis-
lation controlling the affairs of reli-
gious and charitable trusts. It is
working for so many years.

MR, CHAIRMAN: Let us not talk at
cross purposes. Let ua know your
suggestions.

SHRI C. R. KRISHNASWAMY
RAO SAHIB: There is the other
recommendation that the number of
life trustees in any public trust should
not exceed 25 per cent of the tocal
strength of its trustees. This recom-
mendation of the Wanchoo Committee
is not related to the reference we
have suggested.

MR. CHAIRMAN: Your power is
absolute.

SHRI C. R. KRISHNASWAMY
RAO SAHIB: Yes. Not only to appoint
trustees but also to appoint Executive
Officer.

SHRI ERA SEZHIYAN: Let one
know how many trusts are there in
Andhra Pradesh coming under your
purview,

SHRI C. R. KRISHNASWAMY
RAO SAHIB: Total number publish-
ed under our Act comes to 30,000. We
make a distinction, those which are
assessable and those which are not.
Those below, an income of Rs. 1000
are not assessable That (i g. asses-
sable) comes to the extent of roughly
4200.

SHRI ERA SEZHIYAN: You have
explained that you control 4200 insti-
tutions. Your own Government con-
trol administrative, financial matters.
In your State Act, Section 95(1) says:
“Where at any time it appears to the
Government that any Board of Trust-
ees hag failed to perform its functions
or has exceeded or abused any of the
powers conferred upon it by or under
this Act resulting in material loss or
loss of prestige to the institution or
endowment, the Government may
communicate the particulars thereof
to the Board of Trustees and if the
Board of Trustees fails to remedy

such defect, excess, or abuse or to:
give a satisfactory explanation there--
for within such time as the Govern-
ment may fix in this behalf, the Gov-
ernment may dissolve the Board of
Trustees.” In the past 3 years how
many cases were attracted under
Section 95 and in how many cases you
took action?

SHRI C. R. KRISHNASWAMY
RAO SAHIB: Action under that pro-
vision of the Act has not been taken
because in most cases, the malafides-
are in respect of individual trustees
rather than on the Board of Trustees.
as a whole. Action has been taken
to suspend and dismiss individual
trustees, wherever wrongs have been
pointed out.

SHRI ERA SEZHIYAN: You stated.
that there are 30,000 institutions.
registered with the Government, out
of which 4200 are really bjg ones. In
the past 3 years or 5 years, from what.
you say, does that mean that every-
thing is perfect with these 30,000
institutions.

SHRI C. R. KRISHNASWAMY
RAO SAHIB: It only means there is
no difficulty in taking action, What
I mean to say is, we had no chance
to dismiss the whole Board of Trus-
tees, but taken action against indivi-
dual trustee members. I will read
out Section 26, under which Govern-
ment has the power to suspend, re-
move or dismiss a hereditary or non-
hereditary trustee, if he (a) fails to
discharge the duties and perform the
functions of a trustee in accordance
with the provisions of this Act or the
rules made thereunder. In about
140 cases action has been taken so
far.

SHRI ERA SEZHIYAN: Are you
satisfled with the number of caseg in-
which action has been taken?

SHRI C. R. KRISHNASWAMY
RAO SAHIB: It is only when mal-
practice arises that action has to be
taken to suspend, remove or dismiss



the trustee. This 1is the residuary
Section in this Act, when all other
Sections have failed. If you look at
%his provision in the background of
total control, the opportunity for mal-
Ppractice is very very limited. We
appoint the trustee, in which case, so
‘to say, one must assume that State
-does not give room for such trustees
who commit malfeasance or misfeas-
ance, and where such malpractices
‘are brought to our notice, we have
‘taken action,

SHRI ERA SEZHIYAN: You want
to give us the impression that chances
of taking action are very low.

SHRI JYOTIRMOY BOSU: How
many allegations of complaints have
you received against trustees? You
‘have given a figure of 140 as having
‘been dealt with.

SHRI C. R. KRISHNASWAMY RAO
SAHIB: We do not have the figure.
1 can only say, wherever complaints
have been received, and on verifica-
“tion found to be true, we have taken
.action.

SHRI JYOTIRMOY BOSU: It would
‘be helpful to the Committee if you say
how many complaints were received.

MR. CHAIRMAN: You may later
inform us as to how many complaints
were received and in how many cases
action was taken ang what sort of
malpractice was there warranting
your interference.

SHRI JYOTIRMOY BOSU: I would
‘like the witness to refer to the said
Act Section 67 (2) with regard to uti-
‘lisation of surplus funds-—(2) Nothing
in sub-section (1) shall prevent the
‘trustee of a math or a specific endow-
ment attached thereto from utilising
such surplus for any other purpose
consisten! with the tenets of the math,

I would like to know in how many
-cases you have resported to this sub-
section during the last 10 years.

Then, in how many cases money
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from your institutions have been in-
vested in Commercial Houses. I will
tell you why I am asking for infor-
mation on this point. It came out in
the press repeatedly that a particular
big business house with a chain of
newspapers had been getting money
from such institutions out of their
surplus funds. We would like to be
enlightened on that. How many
times, you have given money to them
under the authority of this Sub-Sec-
tion.

SHR] C. R. KRISHNASWAMY RAO
SAHIB: That sub-section applies only
to Maths, and, Mathus are special cate-
gories. They are for a particular de-
nomination, viz., Mathus. Maths are
very much less in our State. The
correct section of the Act for utilisa-
tion of surplus funds etc. is Section
67(1).

MR: CHAIRMAN: Is it your know-
ledge that the kind of Trusts that
speak .of, under the Act have made
investments in commercial houses?

SHRI JYOTIRMOY BOSU: Or lend
mcney in any other form?

SHRI C. R. KRISHNASWAMY RAO
SAHIB: I would like to draw the
Committee‘s attention to the concern-
ed section, i.e. Section 94, which
reads—“A trustee or an Executive
Officer or other person who is in....

SHRI JYOTIRMOY BOSU:; Or lent
money in any other form?

SHRI C. R. KRISHNASWAMY
RAO SAHIB: I would like to draw
the Committee’s attention to Section 94,
which reads—“A trustee or an Exe-
cutive Officer or other person who is
in charge of the administration of a
Charitable or religious institution or
endowment, shall not lend or borrow
moneys on behalf of the charitable or
religious institution or endowment, ex-
cept with the sanction of such autho-
rity, and subject to such conditions, as
may be prescribed.” If you like I
will also read the Corresponding
Rules framed by the Government.
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SHRI JYOTIRMOY BOSU: It says
that you have the permssion,

SHRI C. R. KRISHNASWAMY RAO
SAHIB: I do not know whether the
Member of the Committee hag in view
the allegationg about that part of the
T.T. Devasthanam funds investeq in
private concerng or quasi-government
concerns,

SHRI BHAGAVAT JHA AZAD: The
first point to be elicited is, investment
in State Loans, 3tate Undertakings,
and the second point is in Religiowm
Institutiong etc.

SHRI JYOTIRMOY BOSU. I would
like to make it clear ‘by investment’
if you say, ‘participation in equity’,
that is one thing. I am gaying, ‘simple
lending’ is another thing, Both forms
should be included.

SHRI C. R, KRISHNASWAMY RAO
SAHIB: Section 54 specifically refers
to ‘ 1ending or borrowing’. I shall give
the list showing the lending of money
by T. T. Devasthanams. It is some-
what like this: Government of India
Loan Rs, 5 lakhs A.P. Government
Loan Rs. 10 lakhg A.P. Electricity
Board Rs. 44 1lakhs; 12 Years N.S.
Bonds Rs. 1 lakh., Even where Gov-
ernment bonds like the State Industrial
Finance Corporation or State Electri-
city Board, they have been asking the
T.T. Devasthanam to lend part of
money. Even that is beina scrutinised
with greatest care. The assumed
wishes of the pilgring who are the con-
tributors of the funds must be held
in mind, i.e., for public welfare. The
T.T Devasthanamg have lent money
to Sri Ramaswami Devasthanam,
Bhadrachalam, which is another big
devasthanam in our State where pil-
grims flock in large numbers during
Sri Rama Navami celebrations. The
loan has been given to make impro-
vements and to put up a stadium.
Then, there is a small deposit to Co-
operative Stores.

SHRI R. V, SWAMINATHAN: What
is the answer that your Government
have to give to my colleague Shri
Hundi? Yours appears to be a fabu-
ment or loan to g chain of newspapers.
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SHRI C. R. KRISHNASWAMY RAO
SAHIB: I have made enquiries. No
such investment hag been made. This
question was raised jn the A.P, Legis-
lature also. The Executive Officer of
the Devasthanamg who ig here also
says, no funds have been invested in
that manner,

SHRI ERA SAZHIYAN: What is
the total investment by the T.T, Devas-
thanams?

SHRI C. R, KRISHNASWAMY RAO
SAHIB: It is about Rs. 5§ crores.

SHRI ERA SAZHIYAN: You do
not participate in the profit or loss of
the investments.

MR, CHAIRMAN: Have you made
over money for temporary use for any
commercial concern or private party,
other than what you have mentioned
Just now?

SHRI C. R. KRISHNASWAMY RAO
SAHIB: I do not think there is room
for slightest suspicion, Even the State
Electricity Board has approached us
for more funds. We have not agreed
to it. The investments in other sec-
tions might even be withdrawn and
put into the State Electricity Board
Loan wag suggested, but, we said ‘No.
We do not want our liquidity to go
below a particular figure. Under such
circumstances how can Government,
agree to lending to private firms?

MR. CHAIRMAN: Your primary
concern is to deploy fundg basically
for the purpose for which the pilgrims
put money into the Hundi.

SHRI C. R. KRISHNASWAMY RAO
SAHIB: The provigions of Section 67
of the Act have been correctly follow-
ed.

SHRI R. BALAKRISHNA PILLAI:
What is the tota] amount invested out
of Devasthanam funds?

SHRI C. R. KRISHNASWAMY RAO
SAHIB: Rs. 8 crores including fixed
deposits.



MR. CHAIRMAN: Whay ig the
annual collection?

SHRI C. R. KRISHNASWAMY RAO
SAHIB: Grosg revenue ig Rs, 6.5
crores, in a year.

SHRI JYOTIRMOY BOSU: I there
any method by which you can find

information to verify if they are clean
white money?

SHRI C. R. KRISHNASWAMY RAO
SAHIB: Receiptg of T.T.D, fall under
a veriety of categories, Even a bus
ticket we give ig a receipt The money,
a man is paying for ‘laddu’ is a receipt.
I presume your question really relates
to specific payments made as donation.

SHRI JYOTIRMOY BOSU: Yes,
by donation of Rs. 5000 etc.

SHRI C. R. KRISHNASWAMY RAO
SAHIB: There ig one category of
donation. We are collecting monies
as donation for what we term as
“Seva”. For “Kalyana Utsavan” It
is Rs, 700 and have it performed.
About 20 to 25 peovle perform it every
day.

SHRI JYOTIRMOY BOSU: Origi-
nally it was Rs. 500 Now 700?

SHRI c. R. KRISHNASWAMY RAO
SAHIB: Yes. The donor’s name is
mentioned. The man who pays money
is called “Grahastha” He sits there for
a few hours for that ‘darshan’. We
can't ask him whether it ig clean money
or otherwise, Then, in addition there
ig the ‘Hundi’. That Hundi is a well-
recognised institution in Tirupathi.
The money belongs entirely to God.
There is a receptacle. People go to
the receptacle and ‘'put the paisa or
other offerings. Tradition contem-
plateg every person to go to the Hundi
to make their offerings. Tradition pre-
vents anybody from making enquiries
ag to what the person puts in—even
your neighbour does not know—what
you are putting. Whether it Iz a
device to dispose of large amounts of
black money or given with a view to
escape taxation, we can’t find out.

SHRIMATI SHEILA KAUL: While
you mentioned the loang you have
given to the State Government? You
have not mentioned about educational
institutions,

SHRI C. R. KRISHNASWAMY RAO
SAHIB: That is separate—investments
and loans, I was referring to 67(1)
and 91 of the Act which provides for
a wide variety of useg of the surplus
funds—like education, medical relief—
in the annua] Budget, for each item
provision js made. There is a ‘Kalyani
Reservoir’ providing water supply to
the Town. Then, for setting up an air-
strip at Tirupathi—these gre the func-
tions. Every year budget is drawn up,
the surplus js estimated and provision
is made to other needy emples for
renovation all over the country, The
TTD is running a college in Delhi; con-
tribute for a choultry in badrinath
and in Rishikesh,

SHRI JYOTIRMOY BOSU: Can you
tell ug on an average how many pil-
grimg you receive per day and how
much you get?

MR. CHAIRMAN: I would request
the Executive Officer to answer these
questions which I am asking now.
Tens of thousands of people are putting
in money, a variety of people. Can
you tell me how many are visiting the
Devasthanam every day?

SHRI S. V., SUBRAMANIAM: We
have got a counter installed at the
temple and record the number of pil-
grims who are having ‘darshan’ every-
day. On December 1st, nearly 11,000
people had ‘darshan’. Out of this,
10,000 came by bus and footpath; only
1200 came by car. The collections are:
Rs, 80,000. Average it works to Rs. 5
to 7 only even during “Brahmotsa-

vam’.

SHRI JYOTIRMOY BOSU: That is
the per capita income of our country
but people like Mr. G. D. Birla....

MR. CHAIRMAN: Let us under-
stand the facts clearly and freely dis-
cuss among ourselves later on, On
1st December 10,022 people visited and
collections Rs. 80,000, Do you get this



in large denominations or smal] cur-
rency?

SHRI S. V. SUBRAMAINIVAM:
Small coing and one rupee notes alone
for Rs. 8,800; 20 per cent of one rupce
and coins alone. Even during ‘Brah-
motsavam’ we had collection of Rs. 16
lacs totally. 2.2 lakhs of persons had
‘darshan’. Of them 1.17 lakhg by bus
and 83,000 by foot,

SHRI BALAKRISHNA PILLAI: How
much of hundred-rupee notes?

SHRI S. V. SUBRAMANIYAM: We
record the 10-rupee note number also.

SHRI BHAGWAT JHA AZAD: 20
per cent is small coins and one rupee.
What about the 80 per cent?

MR. CHAIRMAN: With your know-
ledge, roughly how much in 10s. and
100s.?

SHRI BHAGWAT JHA AZAD:
Since only 20 per cent is only small
coing and one cupee, naturally we
Yjust want to know what about 80 per
cent,

SHRI -S, V. SUBRAMANIYAM: 1
*will give you those figures. The prac-
tice for daily counting is in the morn-
ing and afternoon, 4-4-4—=38 hours. We
count in the presence of officers, pil-
grim-witnesses and Vigilance Officers.
So far as 100-rupee currency is con-
cerned, the number is also written.
We have got a prescribed form alzo.

MR. CHAIRMAN: Alright. Just

a check. Now, in what denominations '

you are collecting in the Hundis? One
or two more questions I want to ask
you. How do you assure of your
accounting of monieg put in the
Hundi? Yours appears to be a fabu-
lously rich institution in the whole
country. All the charges put toget-
her—therfeore we would like to know
a little more minutely.

SHRI C. R. KRISHNASWAMY A0
SAHIB: So far as the money that
comesg to the Hundi ig concerned, the
Executive Officer was mentioning as
to how it ig being counted—cash in
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the Hundi. It is done publicly. No
fraud. When you go there you will
see the counting. I have got photo-
graphs (exhibited a photo). There
is g representative of the Devastha-
nam, Commissioner for Endowments,
2 pilgrim witnesses, representative of
the Bank. The amount is credited
into the Bank the same day.

SHRI JYOTIRMOY BOSU: You
have Rs. 600 lakhs average collection
every year?

SHRI C. R, KRISHNASWAMY RAO
SAHIB: Out of that Rs. 600 lakhs
Hundi collections would be Rs. 3 to
3-1/2 crores. Otherg are other
receipts. Hundi will be earning a
lakh of rupees in December—a lean
month. During summer the crowd
is very much. The other question is
about utilisation of the funds. As-
suming that funds are taken custody
and how it is realised a budget is
prepared. In T.T.D., we have a
Senior Officer of the rank of Collector
appointed as Executive Officer. The
budget is scrutinised; accountg are
audited; we have a system of concur-
rent audit done continuously. So far
ag T.T.D, is concerned, there is
enough safeguard, statutorv as well
a3 administrative that the funds are
utijlised for the purpose approved by
law. I may mention that in view of
the large increases in the collection the
complexity and diversity of operations
increases. We thave takep steps to
have ap efficient accounting system,
In T.T.D., we have appointed, on the
advice of an Officer who ig now in
the Ministry of Finance with regard
to these matters, we have had an Ac-
counting manual prepared with the
help of Chief Cost Accounting
Officer of the Government of
India. We have had a firm of Char-
tered Accountants. For the imple-
mentation of Manual we have appoint.
ed a Chartered Accountant on our
staff. We have tried to compute-
rize the accounting operations to the
maximum degree of control for
collections etc. There will also be
a little room for malpractices here
and there. It is our endeavour....



MR. CHAIRMAN: How does this
Bil] adversely affect you?

SHRI C. R, KRISHNASWAMY RAO
SAHIB: Under the Law, when it is
amended by this Act, every religious
institution will have to file a return
above the taxable limit. It will have
to get it registered with the Income-
tax authorities. It will have to give
an indication of the items of receipt
and spending and all that. Then the
adjudication process wil start, I will
give ap example. So far as registra-
tion is concerned, we have got already,
registered with the State Authority.
Now & we see no reason why there
should be registration with LT. De-
partment, It is the State Government
which approves utilisation of money.
Tuwere is hardly any reason for us to
be asked about it.

MR. CHAIRMAN:
burden of compliance that you
worried of?

I it only that
are

SHRI C. R, KRISHNASWAMY RAO
SAHIB: There is a substantia] pro-
vision which wil] lanq us in difficulty.
75 per cent you have to spend in a
single year. 'The emphasis should
not be on spending. There 'may be
temples like ‘Kumbh Mela’. But no
public purpose is served by insisting
on spending, i.e., the extent of expen-
diture—a given fraction. What is
really required is—phasing its own
expenditure. For the purpose of ex-
penditure, that is the point you are
liberalising. Our submission is, we
started our Memorandum by saying
that our submission really relateq not
only to the amendment piece, also
the existing practice; that when seve-
ral amendments were given effect to,
it was given effect to by the Finance
Act. It was taken up as .part of the
Budget exercises,

SHRI C. R, KRISHNASWAMY RAO
SAHIB: On the pin-pointed question
whether religious  institutions can
spend on charitable purposes, I would
like to draw attention to Section 13(1),
which reads:—
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“The Commisgioner, 5  Deputy
Commissioner, an Asstt, Conmis-
sioner and every other person exer-
cising powers or performing func-
tions under this Act shal] not inter-
fere with and shal] observe the
forms, usages, ceremonies and prac-
tices appropriate to the religious
institution or endowment in respect
of which such powers are exercised
or functions are performed and in
tihe case of a math act in conformity
with the rules, practices, usageg or
customg of the math in his dealings
with the head of the math.”

SHRI BHAGWAT JHA AZAD: The
provisions under the Andhre Pradesh
Act, are well set out. As a matter
of fact, we did not have the T. T.
Devasthanams in view when we draft-
ed this section in the I.T.Act. The
Act is for the whole country and if
we exempt one or punish one or take
action against others, we will have
difficulty. The difference is in cases
where money is being passed on in
the name of Trusts. State control
sought to be achieved has been given
under 5 points in para 5 of your
State’'s memorandum. I think you are
doing all the 5 pointg meticulously.

The next question I have in mind
is about expenditure. When  the
pilgrims all over the country contri-
bute the 'money, I think, you have
taken the view ‘Why shoulq we
spend it’ but, why is it that you should
not spend on welfare? Why you
spend Rs. 2 crores in one place or
Rs. 3 crores in one place. I think, the
Bill ig quite correct when it says 75
per cent of the income during the year
should be spent. The impasse should
be to spend.

SHRI C. R. KRISHNASWAMY
RAO SAHIB: I do not think im a
year the T. T. Devasthanams would
have spent less than T5 per cent of
their income. They would have spent
more than 75 per cent of their income.

‘ The point is, there may be capital

workg expenditure to be incurred or
incurred in a particular year. I sub-
mit, that should be a provision to be



made in the law relating to those
institutions, and it is not relevant to
the Income Tax Law....

SHRI BHAGWAT JHA AZAD: This
is a point of interpretation. A reli-
giousg institution should spend 75 per
cent of their income during the year
to qualify for exemption, that diffi-
culty is got over in the case in the
T.T.D., because, you say that more
than 75 per cent is spent every year.

SHRI C. R. KRISHNASWAMY
RAO SAHIB: I may say, for instance,
during disturbed conditions in A.P,
the daily income fell, but still, the
staff had to be maintained. The view
of our State is, our State have a well-
conceived law, well-administered law
to look after religious and charitable
institutions and there is no need to
provide for a deterrent through the
Income-Tax Law.

SHRI BHAGWAT JHA AZAD: How
do you say it is a deterrent provision
in the Income Tax law? You your-
self say, in A.P., leaving aside T. T.
Devastlhanams, out of 30,000 institu-

tions, only 4,200 are assessable. We
are making the law for the whole
country. We have come to know

of misuse of trust funds in some other

places. That is why we are putting
a provision like 75 per cent to be
spent. T. T. Devasthanam has no

problem, we understand. In your own
State, let me know how many institu-
tions have income over Rs. 1 lakh.
How many have income between
Rs. 20,000 and Rs. 1 lakh, and how
many have income with less than
Rs. 20,000 per year? My question is
relateq to the 29,999 institutiong in
your State.

SHRI C. R. KRISHNASWAMY
RAO SAHIB: Temples with income
over Rs. 1 lakh are 16: Temples with
income Re. 20,000 to Rs. 1 lakh: 180,

Temples with income less than Rs.
20,000: 4,000.
Temples below Rs. 1000 are not

assessed. Temples with income below
Rs. 1,000 per year are about 24,000.
Now, what about these trusts? How
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are they working? Those wil] be
the next questions for me to answer.
My answer is large majority of these
are religioug institutions. Charitable
trusts are very very small in number.
We have made g suggestion in this
regard, while making out the view-
point of T. T. Devasthanams.

SHRI BHAGWAT JHA AZAD. For
T. T. Devasthanams we will keep it
separate. For others, there i Mo
objection, am I right?

SHRI C. R. KRISHNASWAMY
RAO SAHIB: I am sorry. We are
not at all agreeable for thig sort of
discrimination. If that was the view
of thhe Committee, my submission in
that case would be that all religious,
charitable trusts which are subject to
superintendence of State Law should
be exempted. You have exempted
Local authorities, Municipal Councils
and the like. You do mot send the
Taxman after them.

MR. CHAIRMAN: [ will crystallise
Shri Bhagwat Jha Azad's two ques-
tions. They are very important. (i)
Where is the guarantee of avoidance
of evasions and all sorts of manipula-
tions? Unless there is a law in every
State analogous to your Law or unless
there is a Central Law, which Wandhoo
Commission hag referred to, we have
to take things ag they are. You have
referred to your State Act. It is not
enough to say that because AP. is
looking after Trusts and dharitable
institutions well, they will enjoy exe-
mption. The question at large is
what will happen to all those Trusts
which are still using this, as a device
for tax ‘manipulation. (iiy While
naturally we are sure that one Trust
like the T. T. Devasthanams are well-
managed, how about other Trusts?
Are they subjected to the same effi-
cient management? How can even
Andhra Pradesh vouchsafe for that?

SHRI C. R. KRISHNASWAMY
RAO SAHIB: Taking the second point
first, keeping out the T.T. Devastha-
nams separate, I would say, we are
appointing Executive Officerg of the
statuyg of Deputy Commissioners,



Assistant Commissioners and then
officers with lower status, depending
on income of the temple. With regard
to small temples we have grouped
them and appointed one Executive
Officer. The degree of control does
not vary. It may be, we do not invest
in such a large establishment, but the
degree of control is the same,

MR. CHAIRMAN: We are not

going to recommend for Andhra Pra-
desh alone.

SHRI C. R. KRISHNASWAMY
RAOQO SAHIB: In respect of the first
question, whether should be a cen-
tral Legislation ~my own view is,
Centra] Legislation will not be flexible
to take special problemg into account.
Secondly, even if the feeling ig in
favour of Central Legislation, I do
not thnik the Central hierarchy of
administrative control would be easy.
The Centre may at best formulate a
model law, after which there wil} not
be any need for Central intervention.

SHRI BHAGWAT JHA AZAD: In
AP, the witness is saying by the
appointment of Deputy Commissioners
or Asstt. Commissioners, it is taken
care of. Other States might claim
that an individual put in cdharge of
the institution is a reputable man with
‘Padma Shri’ title etc. Therefore, he
cannot go wrong. Is that an argument
to be accepted with a sense? ”

MR. CHAIRMAN: Ig there a State
Law whidh prohibits any form of
investment in commercial houses?

SHR] BHAGWAT JHA AZAD. Thig
State (A.P.) has got a law which has
many good provisions, but I want to
take care of the pattern of expendi-
ture, and the 'map that is being put in
cdharge is different, jg  altogether
different.

MR. CHAIRMAN: About spending
just two questions; They should have
a conception on capital items—hospi-
tals, Universities, colleges. It is true.
But the extent of amassing concept is
contrary to budget on charge. I want

J specific answer. Do you think that
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~worry all over the country is

you will be hit ultimately by anony-
mous donations. You are having a
manual. You will have no problem.

SHRI C. R. KRISHNASWAMY
RAO SAHIB: The total investment
is only Rs. 8 crores. Our annual
income is Rs. 6.5 crores.

MR. CHAIRMAN: 175 per
There is no need for hesitancy.

cent.

SHRI C. R. KRISHNASWAMY
RAO SAHIB: Our annual income is
Rs. 6.5 crores.

MR. CHAIRMAN: I don't think
the T.T.D. Will be necessarily hit
Are you worried about anonymous
donations?

SHRI BHAGWAT JHA AZAD; We
can’t envisage under the law and make
any exemption for the T.T.D. Our
that
there are Trustg in the country where
the Trustees are passing i their
money and build money in large sums
and spending them. Once I am com-
promised for specific cause that black
money is being put in the Trust or
being spent for welfare. How to meet
that point if you make an exemption
for the T.T.D., then you will have to
standardise the law of discrimination
in all parts of the country.

SHRI C. R. KRISHNASWAMY
RAO SAHIB: I do not know, in actual
implementation what interpretation
will be taken, We do not know, Dif-
ferent Income-tax Officers wil take
different viewg at diflerent times.

MR. CHAIRMAN: A 'mixed insti-
tution ig one which is both for religion
and charity. Collections of temples,
Churches and mosques will be outside
the purview. Will that take care of
the problem you have?

SHR1 JYOTIRMOY BASU:
Hindu institutions only?
precise.

Is it
Be more

SHRI C. R. KRISHNASWAMY
RAO SAHIB: So far as our State Act



Is concerned, it does not apply to non-
Hindu religious institutions, because
for these reasons. So far as the
Muslim institutions are  concerned,
they are implemented and regulated
under the Wakf Act. The Govt. of
India are having proposals to amend
that Act. We, as part of the State
Govt. gave suggestiong on the lines
on which it should be amended, In
that, we "have heavily drawn
on this point.

SHRI JYOTIRMOY BOSU: Do you
have any unit which looks after, en-
sures the proper functioning of the
Muslim endowmentg and Christians
too?

MR. CHAIRMAN:
Catholic institutiong?

SHRI C. R. KRISHNASWAMY
RAO SAHIB: In so far ag our State
is concerned, al} Christians which
charges are not regulated under the
Wakf Act. They come under this
Law. If they are purely religious,
they would not be subjected to it.

MR. CHAIRMAN: Your law there
is churches as public churches. Are
you treating it as such?

SHRI C. R. KRISHNASWAMY
RAO SAHIB; Our definition is....

MR. CHAIRMAN: In Andhra
Pradesh it is your law for Hindu
Religious endowments and Charitable
organisations. What is the thinking of
the state Government? Are they

What about

agreeable to 'make it applicable to
everybody?
SHRI C. R. KRISHNASWAMY

RAO SAHIB: About extention of the
Act to other religious institutions, I
don’ty think. So far as Muslim religi-
ous institutions are concerned, we
have been informed by the Govt. of
India that they are for an All-India
legislation. Some proposalg have
come from the Govt. of India about
the Wakf Act in respect of which we
have made submissions. In regard
to other institutions, it will have to
be considered. I don't think much
thought has been given to it so far.

SHRI JYOTIRMOY BOSU: Do you
receive deposits—interest bearing and
non-interest bearing? '
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SHRI C. R. KRISHNASWAMY
RAO SAHIB: No. T.T.D. does not
ask the people to give money. I only
want to make thig clear.

SHRI VASANT SATHE: Do I
understand that as far as this anony-
mous donationg are concerned, if
provision is made to ensure accounting
ag long as the religious institution
is also charitable institution? Then
if there is a provision in this very
Act making it clear that a mixed
institution mainly religioug js exemp-
ted; but if religious and charitable
for the purposes laid down in the
Trust; if that is done here, they are
also to be exempted from the anony-
mous clause. Do you think the pur-
pose will be served?

SHRI C. R. KRISHNASWAMY
RAO SAHIB: I said the general view
taken by the State Government is
that there should be complete exemp-
tion in respect of religious and chari-
table institutions in so far as they
are governed by Law. Evep purely
charitable institutiong receive anony-
mous donations going one step
further.

SHRI VASANT SATHE; Ag far as
puerly charitable institutions are con-
cerned, as at present advised, we
don’t think we will grant exemption,
relief to anonymous donations.

SHRI C. R. KRISHNASWAMY
RAO SAHIB: The alternative sugges-
tion you made will be of great benefit.

SHRI VASANT SATHE: Shall we
not possibly regulate the proper uti-
lisation of the charitable part? That
regulation is ag the Act itself. Be-
cause it ig there your Act and ihere-
fore that is taken care of. And
wherever there is no such provision
in State legislation taking care of the
use of the funds for charitable pur-
poses, to ensure g proper check, you
say, that thigs provision relating to
anonymous donations etc. shoulq be
noted.

SHRI C. R. KRISHNASWAMY
RAO SAHIB: You have summarised
our view exactly.



SHRI ERA SEZHIYAN: We are
confronted with two things. Chari-
table Trust laws—their purpose ig to
ensure the smoothh running of these
institutions and also supervision,
whether the incomes are properly
utilised for the purpose for which
they are created. Taxation and
Finance Laws want to catch those who
are evading taxes and their purpose
becomes different. Regarding Andhra
Pradesh, I can't say. But in Maha-
rashtra there is a Trust Law. In
Makarashtra itself I can show you a
number of Trustg created to avoid
taxes; but at the same time complying
with the Tax Laws.

SHRI C. R. KRISHNASWAMY
RAO SAHIB: Trust Laws are not
sufficiently stringent ag tax reforms.
That js because the Trust Law is
inadequate—not because that is the
object. When an institution con-
templated is there, certainly it cannot
be anybody’s intention.

MR. CHAIRMAN: No, it is a public
policy.

SHRI C. R. KRISHNASWAMY
RAO SAHIB: Why should States
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which have done that be penalised? -

MR. CHAIRMAN: Till we reach
an ideal stage when all the States

make such laws, we have to. What
else? .
SHRI C. R. KRISHNASWAMY

RAO SAHIB: About University, edu~
cational instituions, I do mnot want
to go deep. You have provided in
your Act— In the IT. Act certain
categories are exempted like Univer-
sities. I would suggest if this is out
of preponderative mature, that there
should be a provision exempting the
Trusts which are specially regulated
under the State Law or the Central
Law.

MR. CHAIRMAN:
sider it.

We will con-

SHRI C. R. KRISHNASWAMY
RAO SAHIB: The alternative apply-
ing to all the institutions; just be-
cause, ‘other Trusts’ would mean

that a large number of religious in-
stitutions will have to go; their re-
cord of tax procedure should be look-
ed. They may be in arrears. Even-
tually, the tax liability may be Nil.

MR. CHAIRMAN: We don’t want
infructuous administrative burden to
be created. We want them to divert
their attention to real work.; invest-
ing time and money by a Central
Department would be neglect and
waste of public funds.

SHRI VASANT SATHE: A more
fundamental question. You have
been in this Bill thinking as far as
religious Trusts are concerned, whe-
ther we should exempt them from the
previous exemption that was given
before the Act of 1962. Now, the
question is if the moneys of the
Trust—whether you take the T.T.D.
for example—whether the moneys
are being used only for the benefit of
a particular religious community? Al-
though it is clear that it is a Hindu
Religious Trust, I believe when you
get donations from all castes—you
are not restricting to a particular
caste or castes. Only particular caste
people can go there, perform pooja
or put money in Hundi—is there any
restriction? Can Harijans and Sche-
duled Caste persons go into the Ven-
kateswara Temple?

SHRI C. R. KRISHNASWAMY
RAO SAHIB: Yes; they can go any-
where. It is compulsory that on the
Board of Trustees there should be
one from Harijans. Only in the case
of non-Hindus, they are allowed only
upto a certain limit.

SHRI VASANT SATHE: ] want to
know whether the benefits of the ac-
tivities of your Trust accrue to all
castes. For example in Shirdy Sai
Baba temple all communities, Hindus
and Muslims are allowed, irrespective
of religion. -~

SHRI.C. R. KRISHNASWAMY
RAO SAHIB: So far as charitable
trusts are concerned, there is no ques-
tion of any restrictions. For, in the
case of Venkateswara University,



anybody can join it. So also in the
case of Hospitals and other institu-
tions run by the Endowments.

We would suggest that whatever
concessions are proposed to be given,
they may be given ' retrospective
effect.

There is no question of the strin-
gent regulation now in force being
struck down. For the matter went
upto the Supreme Court and in re-
gard to the special provisions in re-
gard to appointrnent of trustees
which was challenged, the Supreme
Court has held it as ‘no property’
and the restrictions imposed are rea-
sonable restrictions. This is in AIR

II. Consultative
Spokesmen:
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1. Shri S. Narayanaswamy, M.L.C.

2. Shri P. Brahmayya

3. Shri N. C. Krishnan

4. Shri C. S. Vidyasankaran
5. Shri R. N. Ratnam

6. Shri D. Shrinivasan.

(The Witnesses were called in and
they took their seats).

MR. CHAIRMAN: Before we take
your evidence, I may draw your at-
tention to Direction 58 of the Direc-
tions by the Speaker which reads:

“The witnesses may kindly note
that the evidence they give would
. be treated as public and is liable
to be published, unless  they
specifically desire that all or any
part of the evidence tendered by
them is to be treated as confidential.
Even though they might desire their
evidence to be treated as confi-
dential, such evidence is liable to
be made available to the Members
of Parliament.”

SHRI S. NARAYANASWAMY:
There is no part of the evidence
written or oral we presently tender
before the Committee which should
be treated as confidential. Ags far as

1971, page 891. We will furnish a
copy of the judgment to the Com-
mittee.

SHRI JYOTIRMOY BOSU: T sug-
gest that you go through the report
(121st Report) of the P.A.C. on Cha-
ritable Trusts, as also the Wanchoo
Committee Report—paragraphs 8.48,
3.50 and 3.55.

SHRI C. R, KRISHNASWAMY:
RAO SAHIB; We have gone through
the Wanchoo' Committee Report and
many of the provisions of our Act
anticipates the suggestlohs in that
report,

(The Witnesses then withdrew)

Committee of the City Chamberg of Commerce; Madras

we are concerned, we shall treat
today’s proceedings as confidential.
We are very grateful to the Commit-
tee for giving us thig opportunity. T
would like to make some preliminary
observations before we get on to the
points which you may like (o elicit
by way of Questions.

According to the Statement of Ob-
jects and Reasons, the main purpose
of this Bill is to unearth black-
money and prevent its proliferation;
to fight and curb tax evasions to
check avoidance of tax through varie
ous legal devices, etc. and creation of
trusts and diversion of income to
members of family. In this process,
it is your intention to amend the
Income-tax Act, the Wealth-Tax Act,
the Gift Tax Act and the Companies
(Profits) Surtax Act.

In my preliminary observations, I
would like to say that over a period



of 20 years, we have been lightening
tax laws and also increasing tax
rates. We find today that there is
more of black-money, more evasion
greater resourcefulness at tax avoid-
ance, We presumed that with the
lessons learnt, at least the recom-
mendations of the Wanchoo Com-
mittee would be implemented both
in letter and spirit. This unfortuna-
tely has not been done except in so
far as they relate to what is known
as plugging the loopholes and en-
hancing revenues. To us it appears
that basically people feel and people
have lost confidence that the Tax
Officers would do justice. They feel
that they do not go before a judicial
body, but persons interested in col-
lecting the maximum revenues. This
they regard as unfortunate. It is
not unfamilicr to hear the tax offi-
cer, saying to the assessee, “whatever
your views, 1 am going to assess and
you are free to go on appeal.”” The
younger the officer is, the more he
ensures his future by getting the
maximum revenues.

MR. CHAIRMAN: According to
you there is unwillingness or lack of
will to do justice on the part of the
departmental officers. 1 hope there
would not be any instructions?

SHRI S. NARAYANASWAMY:
Government have not gone to that

extent. But the instructions are to
maximise revenues not to do injus-
tice. .

MR. CHAIRMAN: That is within
the postulates of law. You are your-
self a legislator and you know that
parliament can make lawg only. If
they are not administered properly,
there is another forum to seek reme-
dy. You are voicing a grievance that
the Wanchoo Committee recommen-
dations were not fully implemented.
I will come to that later. You are
making g serious grievance that there
is absence of will to do justice. In
this connection, do you mean to say
that the people at the top are res-
ponsible for this lamentable situa-
tion or is it something else?
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SHRI S. NARAYANASWAMY:
I can only make an assessment of
the situation from the only gource
1 have direct knowledge of. 1 do
not know whether it is the top peo-
ple or who else. But the Assessee
Community has an overwhelming
feeling, a suspicion that the will to
do justice is not there. I would not
say that the Chairman of the Board
of Direct Taxes or the top Income-
tax Commissioner or a Member of
the Central Board of Revenue
has instructed. But judged by re-
sults, the people have a legitimate
grievance that the will to do justice
is not there in the taxing officers.
Every time the Income-tax Bill is
amended, the claim is being made
that it is done with a view to ration-
alization. But what actually hap-
pens is more and more discretionary
powers are vested with the Officers
of the Department, Today it is being
sought to be decentralised to the
point of powers being vested in more
and more Junior officers.

The Wanchoo Committee report
has suggested uniform streamlining
of 55 per cent of Corporate taxation.
Now, this has been thrown over-
board. For instance, he has said
something about Guest Houses. Most
of the factories are situated in wider-
ness and the Directors have to come
up for the meetings. I am being
asked to pay taxes on them. Mr.
Wanchoo has suggested that this
should not be done. He has also said
that the taxable income has been
boosted whereas the real income is
much lower. This is rather serious.
Now, I come to the Charitable En-
dowments.

SHRI C. S. VIDYASANKARAN:
With the permission of the Chairman,
I would like to draw the attention of
the Committee to Clause 45 of the
Bill. It enables a Dy. Commissioner
to issue directiong to the Income-tax
Officer even in pending assessment
cases.

MR. CHAIRMAN: Are you refer-
ring to the point mentioned by Mr.
Narayanaswami about the diminish-
ing will to do justice?



SHRI C. S. VIDYASANKARAN:
I am referring to Clause 45 dealing
with Section 144A. An Income-tax
Officer while acting as an Assessing
Officer does quasi-judicial functions.
The Madrag High Court has taken
exception to the instructions being
given by higher authorities in mak-
ing assessments. What the decision
purports to say is that it is absolute-
ly irregular and illegal and giveg the
go-bye to natural justice. Section
144A enables a Deputy Commissioner
to give directions to the Income-tax
Officer while making assessments.
How will he act independently and
judicially. That is one of the reasons
that prompted Mr. Narayanaswami to
say that the Income-tax Officers are
afraid of making independent assess-
ments.

MR. CHAIRMAN: If you read the
section along with the proviso, you
will find that the Senlor officer is
being brought in with the intended
purpose of minimising the litigation.

SHRI C. S. VIDYASANKARAN:
But it acts the other way.

MR. CHAIRMAN: If there are de-
partmental abuses, it is a different
story. The remedies are elsewhere.
But so far as the law is concerned,
the proviso makes it abundantly
clear. I wanted to know whether your
leader Mr. Narayanaswami had some
special cases to cite to point out
whether the Income-tax Officers are
behaving in a manner to justify the
impression that there is a dmuiuish-
ing will to do justice. That is why
I asked what are the reasons.

SHRI S. NARAYANASWAMI: I
will give one or two illustrations test,
you consider them as inexcusable
generalisations. I have a solid case
of a Director of a private Company
holding shares whose assessed value
was much higher than the per value
and this oppressive section relating
to ‘deemed evasion’ wag raised
against him because there was differ-
ence of opinion as to what the value
of the particular share was in mak-

17

ing a Wealth Return. It went on
like this and we had to make a re-
presentation to the Chairman of the
Central Board of Direct Taxes. His
attention was drawn and remedy got.
The gentleman never wanted to evade
tux. He said he was not able to get
a proper valuation. But it was cal-
led ‘deemed evasion’.

SHRI BHAGWAT JHA AZAD:
One swallow does not make a sum-
mer. It may be a solitary case and
the witness cannot attribute motives.
The motive the witness wants to as-
sign is absolutely wrong,

MR. CHAIRMAN:; It may be a
stray case. But worser things hap-
pen in the Income-tax Department,
But what I thought from the way in
which you started was that there was
an utter lack of will to do justice on

the part of the Income-tax Depart-
ment.

SHR]I S. NARAYANASWAMI: I
am not confining my observationg to
Madras alone now that my friend has
objected to it. It happens in many
places to my knowledge.

SHRI BHAGWAT JHA AZAD:
There are thousands of appeals from
the lower Courts to the District
Court, the High Court and the
Supreme Court. This does not mean
that the decisions at the lower levels
are all wrong.

SHRI S. NARAYANASWAMI: It
is an opinion which unfortunately
will continue to hold good. I have
no other way of interpreting the lack
of will to do justice except referring
to cases within my knowledge, I do
not see any objection to mention
them here.

SHRI BHAGWAT JHA AZAD:
Mr. Chairman, in that case the wit-
ness has to be called to order. It is
his individual opinion. He should
not attribute motives based on indi-
vidual opinions.

SHRI VASANT SATHE: I want
some enlightenment. You have stat-
ed in your emorandum that many of



the substantial recommendationg of
the Wanchoo Committee have been
completely ignored and by-passed
and consequently the Amendment
Bill my not fully serve the purpose
of controlling tax evasion. The main
objects of the bill are to curtail tax
evasion and unearth black money.
With the top rate of income-tax re-
maining high, you say it is unrealis-
tic to expect that tax evasion will
disappear. You have also stated in
your Memorandum that in hig last
Budget speech delivered in February
1973 the Finance Minister had indi-
cated that he would introduce cer-
tain tax reliefs and that none of these
Budget promises have been incorpo-
rated in the present Amendment Bill.
Are you suggesting that this Bill had
only the limited purpose of amend-
ing the Income-tax law? The various
promises which relate to more or less
the Directors and other persons
should have been incorporated in this
Bill itself, and because that has not
been done, even the reduction to a
lower marginal rate of tax may not
be strictly within the purview of the
Bill. Therefore, I want to know,
strictly speaking, would you suggest
that these remedies, which you are
suggesting, and complaining as not
having b&n~  incorporated, should
have been brought up in this Amend-
ment Bill?

WITNESS: So long as we get re-
lief, it is immaterial in which Bil] it
comes.

SHRI VASANT SATHE: You are
a seasoned lawyer as well as flnan-
cier and legislator. You cannot make
sweeping and general remarks, if you
would not relate them to the basic
P e of unearthing black money.
But, if you relate them to the Bill,
then we have to restrict ourselves
stri to the purview and scope of
the ‘{'ll. By making general re-
marks, you cannot say, ‘I am not con-
cerned with this’.

WITNESS: I said, ‘It is immaterial
in fwhich 'Bill it comes.’

\ f
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SHRI VASANT SATHE: We are a
select committee on this Biil. You
are making a sweeping statement.

WITNESS:
the statement..

SHRI BHAGWAT JHA AZAD: Sir,
we appreciate the feeling of the
witness, He has been able to give
an opinion. He says we are not
concerned in what way the. relief
comes. We want his opinion on this
Bill. We are discussing the tax
system, and we are discussing a
particular point. From the beginning,
we are saying that we are concerned
with this Bill. :

SHRI ERA SEZHIYAN: In the
general observations, you have stated
‘Many of the substantial recommen-
dations of the Wanchoo Committee
has been completely ignored and by-
passed and consequently, the Amend-
ment Bill may not fully serve the
purpose of controlling tax evasion’.
Apart from this one, what are the re-
commendations which you want to
be put into the Bill specifically. Give
three or four points which you want
to be put into the Bill. That will be
helpful to the Committee.

I would supplement

SHRI VASANT SATHE: What
should have been brought into this
Bill has not been brought out. Please
enlighten us on this. What should
be brought within the purview of the
Bill and of our committee? On some
occasion we may have a dialogue with
you. Now we want to have the bene-
fit of your suggestions on this Am-
endment Bill.

MR. CHAIRMAN: The issue is
that the points referred to are pal-
pably outside the purview and scope
of the Bill. You have said that the
recommendations of the Wanchoo
Committee have not been implemen-
ted by the Government. I would like
to be told what are these.

WITNESS: When this memoran-
dum was submitted, it was August
1973. Then we could not compre-
hend the Bill which would come up



later. The Wanchoo Committee says
at one stage that the marginal rate
of tax should be reduced from 97.5
per cent to 80 per cent. If it is not
possible, at least by these tax incen-
tives, the marginal rate of tax should
be reduced. That js what we are
trying to attempt.

SHRI ERA SEZHIYAN: What
about the other substantial recom-
mendation? We accept this one. What
are the other substantial recommen-
dations? What gre the other special
recommendations which should have
come here and which have not come?

WITNESS: In regard to Guest
House maintenance, the Wanchoo
Committee has made 3 recommenda-
tion.

SHRI ERA SEZHIYAN: Guest
House is a very small item. Give a
substantial recommendation.

WITNESS: According to you, the
specific recommendation of the Wan-
choo Committee that is not implemen-
ted is ‘incentives’. The Guest House
is not there. Section 64 amendment
regarding the clubbing of the income
of the wife and the husband.

MR. CHAIRMAN: That is jn con-
sonance with the recommendation.

WITNESS: They have also spelt
out certain exceptiong like technically
qualified and competent persons.
Both about Guest House and other
recommendations have been set out
on page 9 of the memorandum.

MR. CHAIRMAN: On page 77 of
the Wanchoo Report, it is seen—

“We recommend that it should
be provided in law that in comput-
ing the total income of an individua]
there shall be included all such
income as arises directly or indi-
rectly to the spouse of such indivi-
dual by way of salary, commission,
fees, or any other form of remu-
neration from a concern in which
such individual hag substantial in-
terest”.
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In fact you are hauling up Govern-
ment for implementing the Wanchoo
Committee recommendation.

SHRI BHAGWAT JHA AZAD:
We take your observations seriously.
Therefore, we do take it that you
would be relying upon facts and
figures which are authentic.

MR. CHAIRMAN: We do agree that
it is a suggestion for putting the re-
commendations of the Wanchoo Com-
mittee in the bill. We gee that the
Consultative Committee of the City
Chambers of Commerce have not
been able to substantiate the recom-
mendations that had not been im-
plemented,

WITNESS: We are aware of the
limitations. We will give you four
points, which we shall substantiate,
We will give a detailed note on how
these four points have arisen and how
the recommendations of the Wanchoo
Committee have not been implemen-
ted. The Wanchoo Committee has
recommended to drop the 104 pro-
visions. You did not take that re-
commendation of the Wanchoo Com-
mittee,

MR. CHAIRMAN: All those who
have come and met us have contend-
ed that the Wanchoo Committee re-
commendation has not been imple-
mented in full. They have been able
to make out two points, i.e. rate of
tax and 104. That ig all. If you find
any other point, please write to us.

WITNESS: Yes.

SHRI VASANT SATHE: The main
question has not been answered. I
wanted to know how the promises
given by the Finance Minister to pre-
vent tax ‘evasion—the four points, (a)
to (d)—could be incorporated in this
Bill. Would you give your reasons.
You should suggest ways.

WITNESS: Though the Wanchof
Committee has not dealt with :&«;
specific points, these are all additio
incentives in an indirect way. If ‘.ti‘e



marginal rate of tax jg not reduced,
and if these incentives are given to
entrepreneurs, it will have the effect
of beating down the high rate of the
marginal tax.

SHRI VASANT SATHE: You want
the rate to be reduced by 10 per cent.

SHRI BHAGWAT JHA AZAD:
I see you have said about 104,

SHRI VASANT SATHE:
want to be uncharitable.

I do not

WITNESS: We have indicateq in
page 2 of our memorandum four items
which could be included as tax re-
liefs in this amendment Bill. If all
substantial recommendations of Wan-
choo Committee haq been incorpora-
ted, that would have been different.
But that has not been done. As indi-
cated earlier, we will give you g note
on what reliefs we want to be in-
cluded in this Bill.

MR. CHAIRMAN: Your saying
about ‘guest houses’ also js not wholly

correct. Take Page 24 of the Wan-
choo Committee Report. There it is
said as follows: “We recommend

that the exception contained jn the
second proviso to sub-section (4)
of Section 37 of the Income tax Act,
1961 should be made applicable to
guest houses maintained in the nature
of transit houses for employees on
duty, provided the stay is temporary
and rent ig charged. Where no rent
ig charged, the daily allowance admis-
sible to the employee should be
restricted on the same lines as for
Government Servants’”” They have
not said about lavish guest houses
wherein Directors and others stay.

WITNESS: It is said that anony-
mous donationg to charitable trusts
will be taxed at the rate of 65 per
cent unless the identity of the dorors
is established to the satisfaction of
the Income tax Officer. This is likely
to cause hardship on the donee. We
say that anonymous donations should
continue to be exempt from tax to
the extent that they do not exceed
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30 per cent of the gross jncome of
the charitable trust or say Rs. 2.5
lakhs whichever is more.

SHRI ERA SEZHIYAN: ' Have you
made a study as to the number of
such trusts having such income as
Rs. 2.5 lakhs and more? If so tell
us, the number.

SHRI BHAGWAT JHA AZAD:
We must know how many wil] be
’aﬂected? Suppose it is only 20 per
cent of the total trusts, then what
you say would be infructuous.

WITNESS: We have not made
any study of the totality of trusts.
Take for instance donations to Red
Cross and Flag Day Fund.

SHRI BHAGWAT JHA AZAD:
Those we can consider. They are
standard cases. Can you tell us

number of trusts having more than
Rs. 2.5 lakhs income?

SHRI JYOTIRMOY BOSU: Have
you made systematic study? I have
got uncharitable remarks made by
competent authorities based on syste-
matic study, regarding some of these
trusts. When you say anything to
Select Committee, you must talk on
facts and figures and with all
seriousness.

They are representing Chamber of
Commerce, I thought they would
talk more on corporate sector, cash
benefit for trusts etc. But they are
talking on tax reliefs to individuals.

MR. CHAIRMAN: They are enti-
tled to make submissions but we are
interested on information based on
thorough study of facts and figures.

Clause 6 we will have it legally
examined. But we are not willing
to share your apprehension. Once it
is taxed on anonymous donation it
will not come in for accumulation.

SHRI BHAGWAT JHA AZAD:
In case the anonymous donation ex-
ceed the foregoing limiis set, out in
(a) of page 3 of their memorandum,



they say that it should be left to dis-
cretion of the Commissioner and such
conditions as he may impose. 1 can-
not understand that.

WITNESS: We will submit 5 note
on those things. Already there are
adequate provisions to take care of
the diversion of investment in con-
trolled companies. One cannot invest
in companieg controlled by hig rela-
tives. It is not advantageous to in-
vest in government companies.

SHRI BHAGWAT JHA AZAD:
There in government companies, there
is no private profit.

WITNESS: Considering the total
investment in government companies,
the return is not more than 8 per
cent. We have given four sugges-
tions in page 4 of our memorandum.
Those things may be considered by
the Committee.

SHRI BHAGWAT JHA AZAD:
I can point out many instances where-
in public sector companieg are manag-

ed much better than some private
trusts.

WITNESS: Let me read the first
suggestion:

(a) The original corpus of the Trust
which is already invested at a speci-
fied date should not be disturbed and
for this purpose the logical date to
be specified would be the 9th May
1973 when the amendment Bil] was
introduced in Parliament.

(b) If thjs is not acceptable, the
Trust funds may be permitted to be
invested or to remain invested in
the private corporate sector subject
to certain additional limitations on
the following lines:

(i) the investment should be per-
mitted only in a public company
whose shares are quoted on a re-
cognised Stock Exchange;

(ii) the aggregate investment by
any single Trust should not exceed
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10 per cent of the pald-up capital
of a company;

(iii) fresh investments ijn the
private corporate sector should not
be allowed unless the company in
which the investment is proposed
has paid a dividend of 8 per cent
on its equity capital on an average
during the last three years.

So we have made these suggestions
for your consideration.

MR. CHAIRMAN: Control is con-
templated under Sec. 13(2) (h) and
that has not been found adequate.
Have you another control in view?
We know of instances where 13(2) (h)
hag been circumvented.

WITNESS:
cases, ...

They should be stray

MR. CHAIRMAN; We have found
that 13(2) (h) jg not sufficient. I will
give you figures of cases where eva-
sions have occurred.

SHRI ERA SEZHIYAN: My worry
is such action gives flnancial help to
the trustees and the connected con-
cerns. Control ig one thing and fin-
ancial help is quite another ihing.

WITNESS: Why should you resist
it provided it yields interest and
increase of production,

SHRI VASANT SATHE: Then why
do you want tax exemption?

SHRI BHAGWAT JHA AZAD:
They are not trusts, but they are just
smoke-screeng to help themselves.
Do you support that?

WITNESS: Within certain safe-
guards. So long as you exclude the
donor of the trust from such invest-
ment, it is not correct. I think they
should make investments, consistent
with security.

MR. CHAIRMAN: In other words,
you want to maximise the income
with security and you are not wor-
ried about control?

WITNESS: I am not against per-
mission being given for investments,



Let the trust have the opportunity of
making a sound investment.

MR. CHAIRMAN: That ig at the
cost of the Exchequer and the peo-
ple this empire js built up and some
are allowed tu enjoy.

WITNESS: Even the existing
fabric of industrialisation would not
have been there but for the fortuitu-
ous circumstanceg and because of that

there has been some capital forma-
tion.

MR. CHAIRMAN: We take it that
so far as control is concerned, you do
not think jt to be businesg of tax
legislation. Properly that should be
left to the Trust.

SHRI VASANT SATHE: 1If the
basic object of a trust is to take ad-
vantage of the tax exemption and use
it for financing institutions, to finance
a particular industry, then by the
fortuituous circumstances, that was
leading to corruption being a cata-
lectic agent of industrial growth, do
you want that?

WITNESS: 1 said because of his-
torical accident.

SHRI VASANT SATHE: We want
to remedy that historical accident.
What objection can be there?

WITNESS: Can be done subject to
maintaining proper objective criteria
at a time when costs are going up,
when banks are offering high rates
of interest. We have trusts in the
Southern Region which are in charge
of feeding, awarding scholarships etc.

SHRI JYOTIRMOY BOSU: I will
refer you to the observations of the
P.A.C. on Charitable Trusts. There
are also observations in the Wanchoo
Committee report. All this shows that
the investments are made so that the
business groups appropriate most of
the Trust funds for their own busi-
ness. You have not studied that.

WITNESS: I have not denied the
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‘fact that there are terriffic invest-

mentg like that. What I said was
that by an historical accident, there
has been some capital formation.

SHRI JYOTIRMOY BOSU: What
is the effective rate of taxation?

WITNESS: In the corporate sector,

it is 65 per cent and it goes upto to
77 per cent.

SHRI VASANT SATHE: In the
Reserve Bank Bulletin for July 1972,
it is stated that the effective rate of
taxation varies from 47.4 per cent in
65-66 to 39.8 per cent in 1969-70 and
it is 42.8 in 1970-71 and that is in
290 large companies. Where do you
get the 65 per cent you say?

MR. CHAIRMAN: If you think
that the view of the Consultative
Committee is there should be trusts
to make such investments so long
as there is large income and security,
irrespective of the way how the
money is utilised, then you are en-
titled to have your views. But if you
think it is your duty to say that it
is not in consonance with the very
object and purpose for which charit-
able trusts exist and in such cases,
it is necessary that restrictions have
to come on the investments, at the
same time without creating hard-
ships, you can say your views. Before
you give your views, the result
of the study of the working of Sec-
tion 13(2) (h) is this. There is a
certain gentleman in Bombay who
has created 97 Trusts. Though he
lives in Bombay, they are registered
in Madras. The only purpose is to
supply capital to prohibited concerns
by each of the Trusts. There is an-
other famous man in Ahmedabad and
he has created 30 Trusts; another one
has created 18 trusts: yet another one
in Bombay has created 28 trusts, all
on the same day, with the same ob-
jects, for the same purpose and they
create the trusts in Bombay and re-
gister them in Madras. Do you think
they are motivated by considerations
charitable? Are they not using the
device purely to serve their own in-



terests? This ic a deilcate matter
and you may make your submissions
if you want,

SHRI VASANT SATHE: I do not
know why they have chosen Madras.
Perhaps there are learned people
here to advise them.

MR. CHAIRMAN: We take the
provisions of the Bill seriously. We
want facts and figures. We are
anxious that genuine charities should
not be deprived of their rights by this
clause. There are charities which are
only in name-sake. The real purpose
is something else.

WITNESS: 1 was mentioning that
the existing provisions wil] take care
because prohibitions are there.

MR. CHAIRMAN: Then we take it
that the view of your Consultative
Committee is that so long ag the Trust
funds are not in any way utilised for
assisting in any manner the trustees
directly or indirectly in their com-
mercial concerns, then those relaxa-
tions may be given. Is that your
view,

WITNESS: Yes.

MR. CHAIRMAN: The authorities
have got powers where the Depart-
ment feels that assistance by way
of loans, by way of equity capital,
by way of preference shares etc. is
necessary. Do you have any sugges-
tions to make about the restrictions?

WITNESS: The soundness of the
investment must be the prime concern.

MR. CHAIRMAN: You may tell
us after serious deliberation. We do
not want genuine Trusts to be fetter-
ed in their earnings, provided the
earning is not purely a device for
indirectly achieving something else.

WITNESS: We can lay down some
guidelines regarding the basic secu-
rity of the investment, the return on
the investment etc.

MR. CHAIRMAN: Let ug
about it.

know
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SHRI JYOTIRMOY BOSU: So, you
do not want the Trusts to continue
as reservoirs for black money.

WITNESS: My point ig that the
black money goes under-ground and
it is not recorded.

SHRI VASANT SATHE: Yoy say
that black money comes in the form
of Trusts and to that extent it should
be welcome.

WITNESS: No.

MR. CHAIRMAN: You may come
to your next point.

WITNESS: With regard to ‘sub-
stantia] contribution’, the sum of
Rs. 5000|- is too small. We suggest
that it should be raised to Rs. 25,000|-.

MR. CHAIRMAN: On that point,
many people have made representa-
tions.

WITNESS: With regard to Clause
6(i) (a), we fee] that retrospective
action should not be taken.

SHRI VASANT SATHE: How do
you say that it is retrospective? The
Trusts may have been created long
before, but the incidence will be only
prospective.

WITNESS: Take fon instance a
Trust created for a particular com-
munity, say the Rana community in
Gujarat. That has been the subject-
matter of a decision of the Supreme
Court, which has held in no uncertain
terms that the trust can benefit in-
directly the author of the trusts or
the cross section of the community.
You are giving the go-bye by making,
it retro-active.

MR. CHAIRMAN: In the legal
sense, it is not retrospective. There
is absolutely no reason for making
the proposed change.

WITNESS: Our fear is that it will
ultimately lead to the annihilation of
the Trust.



MR. CHAIRMAN: Within the postu-
lates of Sec. 11 a Trust made for a
religious community is a Charitable
Trust but for the restriction in Sec. 13.
The restriction operates from 1-4-62.
Any Trust created for religious com-
munities would not enjoy the exemp-
tion contemplated under Sec, 11. It
has left untouched the Trusts made
prior to that time for religious com-
munities. What is sought to be done
is to make the position the same for
all the Trusts whether made before
or after.

WITNESS: The result would be
slow but certain annihilation of the
Trusts. :

MR. CHAIRMAN: We do not want
that undue hardships should be treat-
ed for genuine religious trusts.

WITNESS: So far as the Trusts are
concerned, there is the doctrine of
cypres.

MR. CHAIRMAN: Purely because
you are going to tax a Trust, will the
Courts intervene and allow you to
amend the objects?

WITNESS: The doctrine of cypres
will not allow. If the object that is
adumbrated is not possible to be
achieved, there must be a similar
object.

MR. CHAIRMAN: Will the first part
apply where an object is impossible
of being implemented?

WITNESS: Then the Court will say
that it must be a similar object which
can be performed.

MR. CHAIRMAN: The levy of tax
is going to present no problem so long
as you are going to find analogous
objectives for which it can be applied.

WITNESS: The Court will permit
alteration if the main object is not
capable of being performed. The
objects in such cases may be similar
to the original object. This simplest
thing to do is to make every Trust an
assessable entity.
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MR. CHAIRMAN: If I am giving
you any indication of the temper of
Parliament, if the Trusts are going to
misbehave, that is going to happen
shortly. I only wish that Associations
and professionals who are associated
with the Trust do not bring that un-
happy day.

WITNESS: In Bombay they have
passed the Public Trusts Act. Invest-
ment of the Trust moneys is scrutinis-
ed by the Public Trustees. Accounts
should be submitted to the Commis-
sioner and the investments should also
be submitted. If there is such a legis-
lation in other States, there will be
the safeguard that the investments
are not frittered away or used for il-
legal purposes.

MR. CHAIRMAN: Before you, we
heard evidence from representatives
of Andhra Pradesh Government. They
are the most progressive of all States.
They have absolute power to appoint
their own trustees and executive offi-
cers.

WITNESS: The remedy is not in
destroying things; the remedy lies in
proper control and providing sufficient
safeguards. In Madras they have the
Hindu Religious Endowments  Act
providing for a Commissioner and for
audit of religious and charitable insti-
tutions. In Maharashtra, I have told
you there is Charity Commissioner to
whom accounts have to be submitted.
Have such an enactment.

MR. CHAIRMAN: I understand the
validity of your argument. That is
for protecting honest trusts.

WITNESS: We want to protect only
honest trusts. Some more points Sir..
We want the trusts to be independent.
Sir, it is now proposed to publicise
the names of defaulters ag soon as it
is finalised by I.T.O. It is not the
ITO who finalises the cases. Most of
the decisions of ITO and assistant Com-
missioners get reversed in Appellate
Tribunal. So till it is settled by Ap-
pellate Tribunal, names of defaulters
should not be publicised. Otherwise
it will work hardship.



MR. CHAIRMAN: We take note

of that.

WITNESS: Sub-section (4) of pro-
posed new Section 273A gives exten-
sive power to the Commissioner to
waive or refund penalty in appro-
priate cases. This is not in keeping
with the recommendations of the
Wanchoo Committee. It is now said
under sub-section (3) that where an
order has been passed under sub-sec-
tion (1) in favour of any person, he
shall not be entitled to any relief at

any time after making of such order.
This would work hardship. .

SHRI BAGWAT JHA AZAD: If you, .
want to have this process, you can do °
so. Otherwise you can take the res"
gular course. Nobody compels you.' :

WITNESS: For Clause 35 we have
suggested something.

MR, CHAIRMAN: All right. Thank
you. Your suggestion under Clause 35 ¢
would be looked after by us,

(The witness then withdre®

ITI. Sri Aurobindo Society, Pondicherry.

Spokesmen:
Shri Arunendra Nath Tagore.

{The witness was caled in and he

\ took his seat)

CHAIRMAN: Before we take your
evidence, I have to draw your aiten.
tion to Direction 58 of the Directions
by the Speaker, which reads:

‘The witnesses may kindly note
that the evidence they give would
be treated as public and is liable
to be published, unless they specifi-
cally desire that all or any part of
the evidence tendered by them is
to be treated as confidential, Even
though they might desire their
evidence to be treated as confiden-
tial, such evidence is liable to be
made available to the Members of
Parliament.”

SHRI ARUNENDRA NATH
TAGORE: I want to draw your atten-
tion to the deflnition of ‘charitable
purpose’. I suggest to the Committee
the inclusion of words ‘any activity
for personal or private profit.’

MR. CHAIRMAN: Where does the
que:tion of ‘private profit’ come under
public charitable trusts.

SHRI ARUNENDRA NATH
TAGORE: Charitable purpose will in-
clude ‘any activity of public utility
even for profit’. Suppose business is
carried on by a trust. The business
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is for profit. The ITO says it is acti-
vity for profit and therefore he says,
income is not exempt and it is not
charitable purpose. So I say let it
be ‘any activity of public utility even
for profit but not for individual profit
of trustee'.

MR. CHAIRMAN: That will be hit

by Sec. 11. Such definition is not
necessary.
SHRI ARUNENDRA NATH

TAGORE: There is clash between
Sec. 11(4) and Sec. 2(15).

MR. CHAIRMAN: If it is for profit,
it will be hit by Sec. 11. If it is for
profit, where does the question of
charitable purpose come in? If you
carry any activity other than object
of public utility, will it be still charit-
able purpose? Let us know your pro-
blem in Pondicherry. Where does
business come in?

SHRI ARUNENDRA NATH
TAGORE: We have some business
under our society. Some books are
sold. They are exempted. We have
some articles made by mmbers of the
Ashram, like ties, scents. etc. Our
society is registered under Societied
Registration Act.

MR. CHAIRMAN: Are yvou having
apy difficulty about your incomes?
Let us come to this. What is the
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parpase of busmess" General or pub-
dic utxhtyz. -

$RI  ARUNENDRA  NATH
MPRE: The entire profits are do-

cto -the Ashram. That is the
5€: .‘: \

. M'R CHAIRMAN: It will go outside
Yo chantable purpose scope.

H.RI ARUNENDRA NATH
G()RE The Income-tax people say
~1ts purpose is earning profit.
e smaller Trusts created by
mdxviduals for the benefit of
“or Aurobindo International
antre ‘of Education. They are pro-
ucing certain articles by themselves
Ed offering the entire profits to the
hram. We have applied for exemp-
tion under Sec. 11 to the 1.T.O.; while
. the Officers assessing similar Trusts,
they say, “you people you are earn-
ihg money; then you are giving it to
the Ashram; therefore your pose is
activity for the business” —though in
the Deed of Trust it is specifically
written for the purpose of this in the
object of the Trust is to help the Ash-
ram or the Centre of Education.

SHRI VASANT SATHE: It is a
Trust to help another Trust? You say
there is a Trust which may be purely
a business Trust; but if ultimately its
business earnings go to help another
charitable, recognised Trust, that
should be exempted?

MR, CHAIRMAN: In other words,
as long as the profits are made over
for charitable purposes. That is the
case you are making out. It has a
different content. What is your next
point? i

SHRI ARUNENDRA NATH
TAGORE: Yes. In addition of
Clause 5(a) of the Bill provides that
the Trust can accumulate 25 per cent
of its profits of its income for utilisa-
tion in future for such purposes, viz.,
for charitable purpose. But our diffi-
culty is this: In this section, capital
expenditure is referred to. We have
fo incur some expenditure on a por-

tion of building construction which has
to be replaced.

MR. CHAIRMAN: They will be
treated as spending on building,

SHRI ARUNENDRA NATH
TAGORE: Such a purpose, normally
speaking, capital expenditure, that
type is not revenue expenditure.

MR. CHAIRMAN: We will try to
make it clear on the point that as
long as you have divested yourself of
the funds in implementing the object
of the Trust; even as & result of that
you acquire a capital asset, it should
be treated as expenditure for the pur-
pose of Trust. Then, what is your
objection to it?

SHRI ARUNENDRA NATH
TAGORE: Any expenditure for the
maintenance of the Trust property or
for its improvement, I am told by
Mr, Shah, Chairman of the Board of
Direct Taxes Department—the law
makes no distinction of money spent
on revenue and capital accounts. My
difficulty is—there is a loan repayable
by a Trust Rs. 3 lakhs to the State
Bank of India for purchasing certain
articles. Now, we applied for exemp-
tion to the Income-tax Officer. Ac-
cumulations may be meant to repay
loans. The I.T.O. says ‘it is not for a
charitable purpose’. The section is
simple. According to 2(15) any pay-
ment by the Trust is not charitable
purpose, if for the purpose of acquir-
ing some assets to the Trust, in con-
sonance with the objects of the Trust.

MR. CHAIRMAN: Where you have
a liability purely for meeting the
objects of the Trust, where there is
such a liability we will have to exempt
it. We will see what can be done.

SHRI ARUNENDRA NATH
TAGORE: 1 will be much obliged.
Next, we come to Section 12. Accord-
ing to the new Act, it says ‘any do-
nation and contributions are to. be
considered as income of the religious
Turst’ and naturally it has to be spent;
but according to Sec. 11. but there 1s



a little difficulty. Sometimes we re-
ceive, as a Society, Life member's
subscription, admission fees and these
moneys are not paid in one year; it
goes on for several years. Again, we
receive some grants from the Govern-
ment to execute certain projects. It

will take a long time, The whole in-

come, under one year, it cannot be
spent. Y

MR. CHAIRMAN: I have really not
been able to understand your objec-
tion. Your Memorandum came to me.
The Life-Membership usually is the
corpus of the Trust. And fees of Life
Membership would go to the corpus
of the Trust.

SHRI ARUNENDRA NATH
TAGORE: A;s the language in the
Section stands, there is no distinction
that Life Membership will become the
corpus.

MR. CHATRMAN: We will have to
make a dis‘inction between contribu-
tion and the corpus. Inherently by
its very nature. I am inclined to think,
prime facie, that Life Membership
should go towards the corpus.

SHRI ARUNENDRA NATH
TAGORE: In the Section, as it stands
in the Act, specifically “for the pur-
pose of the Trust”—This is the langu-
age of the section. The Taxing Autho-
rity can interpre{ the section.

MR. CHAIRMAN: They don't accept
it. Have the Income-tax people re-
fused to accept it?

SHRI ARUNENDRA NATH
TAGORE: They are not going to
accept for the purpose of the Trust.

MR. CHAIRMAN: It is strictly out
of our purview of the Bill. We would
like in a way to decide, if possible by
the committee. I have no doubt in
my mind that any voluntary contri-
bution received by a Trust created
wholly for charitable purpose or
established in paying contributions
made with a specific direction, that
should form the Trust, under Section
11(b) shall be deemed to be income.

SHRI ARUNENDRA NATRHR
TAGORE: ....unless specific direc~
tion is there. Why don't you men-
tion? I submit the receipt is for this.

MR. CHAIRMAN: If the language
of the section is clear, I am inclined
to infer that the Life Membership is..
Be that as it may, we will consider.

SHRI ARUNENDRA NATH
TAGORE: I am much obliged for your
suggestion.

MR. CHAIRMAN: We will see if we
can persuade the Board of Direct
Taxes. )

SHRI ARUNENDRA NATH
TAGORE: There are certain donations
which are apparently donations
though that is not specifically men-
tioned.

SHRI VASANT SATHE: The Direc-
tion is that it should be mentioned.

SHRI ARUNENDRA NATH
TAGORE: We are again finding it
difficult; the provision relating to
Auditor’'s reports is such a clumsy
form. Sec. 12 it should be simplified.
Under Companies Act, they have some
form. We do not object to having
the Auditor’s report; but it should be
reasonable and a simple way.

MR. CHAIRMAN: What is the diffi-
culty in the prescribed form? Have
you got the Form before you? They
do not create burden; because in most
cases, it is willingly done.

SHRI ARUNENDRA NATH
TAGORE: Sufficient responsibility
should be vasted with the Auditors.

MR. CHAIRMAN: You can write to
the Board and the Chairman will con-
sider anything connected with the Ap-
peal.

SHRI VASANT SATHE: We should
go to Aurobindo Ashram and try to
help them.

SHRI ARUNENDRA NATH
TAGORE: The last point of my
submission—relates to Clause 6—in
addition to Sec. 18(i) (a). This is an



anonymous donation. The difficulty
lies there. In our Ashram, we have
“offering’ boxes in our Aurobindo
.Samadhi and and also in Aurobindo
Room. People come and pay money
when they make ‘pranams’—small or
big nobody is aware of. Even
65 per cent, It is very difficult. Our
suggestion would have been to modify
the amendment by providing the
power of exempting certain insti-
tutions from this—say, like some
contributions under 80(g) viz. anony-
mous donation upto Rs. 50,000 or
Rs. 1 lakh or 10 per cent of total
donation whichever is less.

SHRI JYOTIRMOY BOSU:
lots of money will get off.

SHRI ERA SEZHIYAN: What is the
daily average collection?

SHRI ARUNENDRA NATH
TAGORE: Our total expenditure is
Rs. 60 lakhs.

MR, CHAIRMAN: anonymous, how
mmuch is it?

SHRI ARUNENDRA NATH
"TAGORE: Rs. 2000, 3000 a month.

SHRI VASANT SATHE: You will
have no objection to the extent of
Rs. 2000 or 10 per cent of your entire
donation in the box to be exempted.

MR. CHAIRMAN: We will sympa-
thetically consider whal best can be
done where it is genuinely anonymous
and not purely anonymous for the
sake of tax avoidance.

SHRI VASANT SATHE: You take
an average of last 5 years collection.

Then

SHRI BHAGWAT JHA AZAD: Out
of Rs. 60 lakhs, only Rs. 20,000 or
Toughly Rs. 2,000 per month, they are
taking. It does not matter much. We
«an think it in that way also.

SHRI ARUNENDRA NATH
"'TAGORE: The whole purpose is to
;give a certain amount as exemption.
"The next question, I have to address
myself, is about investment of trust
funds in business, like debentures of
a company or shares of a company re-
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ceived by way of donations. That be-
comes actually part of investment in
some business. What will happen to
that?

MR. CHAIRMAN: You can receive
donation and you can encash.

SHRI ARUNENDRA NATH
TAGORE: At least if it is preserved as
it is, it will earn some income. Sup-
pose Rs. 1 lakh is given as debenture
to form part of a business, a sub-
stantial portion is left out viz. “cor-
pus; somebody has donated” i.e. Ash-
ram is having a separate business for
selling articles at reasonable rates.
Shop was donated by somebody to
the Ashram,

MR. CHAIRMAN: If it is for the
purpose of corpus, you can encash
and put that in the Corpus. Then,
you pay tax if it is not mentioned for

.that purpose.

SHRI ARUNENDRA NATH
TAGORE: My suggestion will be to
exclude the Trust’'s own business. Cer-
tainly, we are not going to invest in
certain other’s business.

MR. CHAIRMAN: We have to legis-
late for all the Trysts. Otherwise,
that will be a device for exemption.

SHRI JYOTIRMOY BOSU: What
are your sources of revenue, collection
and how much you get from within
this country, and how much from
outside the country.

SHRI ARUNENDRA NATH
TAGORE: As a matter of fact, our
sources of income is mostly from do-
nations from the devotees. Our own
resources income is Rs. 10 lakhs per
year and about Rs. 50 lakhs come from
devotees all over the country. For
income derived outside India, I do not
have statistics. If you want all those
presisely, I can give you by letter.
Now, the donations from outside are
not much. It won't be more than
Rs. 2 to 3 lakhs per year.

SHRI JYOTIRMOY BOSU: Among
the devotees, how many belong to the
corporate sector, and how many are



individuals? What do you mean by
‘devotees’? We want to know the facts.

SHRI ARUNENDRA NATH

TAGORE: It ig a very difficull word
to explain.

SHRI JYOTIRMOY BOSU: How do
you spend this money of Rs. 60 lakhs
that you collect every year? What are

the liabilities that you meet every
year?
SHRI ARUNENDRA NATH

TAGORE: As a matter of fact our lia-
bilities are to meet the expenses of
the Ashram's activities. Then, your
next question will be, what are the
activities? I would say, it is a centre
of education. We are maintaining stu-
dents, teachers. Out of the income of
the Trust we are paying rents and
taxes. The Auroville project has just
been coming up there.

SHRI JYOTIRMOY BOSU: Do you
give free accommodation? Is it possi-
ble? T do not want to offend your
feelings. Suppose one makes a do-
nation and gets exemption from LT,
can he go over there and live free?

SHRI ARUNENDRA NATH
TAGORE: That is not. I am myself
a paying guest, when I live there. For
the last 10 years or so, none has lived
like that.

SHRI1 JYOTIRMOY BOSU: You get
some money from he Corporate Sector
for conducting research particularly
on sociology. How much money do
you get?

SHRI ARUNENDRA
TAGORE: That is not much.

NATH

SHRI JYOTIRMOY BOSU: You do
get appreciable sumg from big busi-
nesg houses and you tell them that
you are conducting research, particu-
larly sociology. How much did you
get during the last 5 years?

SHRI ARUNENDRA NATH
TAGORE: It is only a Qquestion
pertaining to balance sheet. If you
give me time for that, I can flle the
balance sheets.

. MR. CHAIRMAN: Any question out-

side the Bill, for which you (Shrt
Jyotirmoy Bosu) want information, it
will be better for you to let the
Secretariat write for it.

SHR]I JYOTIRMOY BOSU. The re-
search that you have conducted. I
would like to get details.

SHRI BALAKRISHNA PILLAI: Can
you say how much money you are
spending on Research?

SHRI ARUNENDRA NATH
TAGORE: Unfortunately, ss it was not
included in our memorandum, I have
not come prepared with the answer.
1 do not want to give a wrong state-
ment all of 3 sudden. I have been
asked by the Managing Trustees to
invite you all to visit the Ashram
once. So that you can see for yoursel-
ves what things we are doing. We in-
vite you most cordially to pay a visit.

MR. CHAIRMAN: Thank you very
much for the invitation, Some of the
members of the Committee might feel
inclineg to visit the Ashram,

[The witness then withdrew]

IV. Madras State Income-tax Practitioners Association, Madras.

Spokesmen:
1. Shri V. N. Padmanabhan
2. Shri S. R. Gopalan
3. Shri M. S. Rangiah

(The witnesses were called in and they took their seats)



MR. CHAIRMAN: Before we take
your evidence I may draw your atten-
tion to Direction 58 of the directions
by the Speaker which reads:

“The witnesseg may kindly note
that the evidence they give would
be treated as public and is jiable to
‘be published, unlesg they specifically
desire that all or any part of the
-evidence tendered by them ig to be
treated ag confidential. Even though
‘they might desire their evidence to
be treated as confidential, such evi-
<dence is liable to be made available
to the Members of Parliament.”

SHRI V., N. PADMANABHAN: Our
Association feels greatly honoured for
being granted this privilege to tender
evidence before thig august Committee,
touching upon matters concerning tax
practice. At the outset, we may be
permitted to crave leave of the Hon'ble
Committee to permit ug to represent in
‘the absence of our President who is
«<onvalescing in a Nursing Home.

‘Thig Association has earlier made
‘representation dated 7th June, 1973,
wherein a view wag expressed, ques-
tioning the desirability of compulsory
-audit. Subsequent to the submission
-of that memorandum, all our members
-after considered deli¥feration on this
subject in th~ context of changed
economic scen: on the national front
and malise of highest inflationery trend
‘that the country ig passing through,
found the wisdom behind the scheme
of compulsory audit as unquestionable
and at the unanimoug request of our
members submit a supplementary
memorandum insisting on compulsory
audit. If compulsory audit were to
come, this Association will be faced
with the question of the eligibility of
the members to conduct such audit, and
furnish audit certificates in the light
of Clause 39 of the Bill.

MR. CHAIRMAN: Your point is,
1. T. Ps should be allowed to do it
also. In that connection, we have
heard evidence of various Income Tax
Practitioners' Associations. We to'd
them, the Committee constituted as it
is, cannot evaluate the expertise or the
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competence of any particular body to
carry on the audit, because Cost Ac-
countants say, they must be made
Auditors; go also Co-operative Auditors
say they must be made Auditors, We
suggested them to make appropriate
representation to the Finance Minisiry
which have the requisite talents and
machinery available to evaluate ag to
who should be auditors or should not
be auditors. Speaking for myself, I
think no one shoulq be left out of the
ambit of audit and every one should
have the right to audit. But after
proper test, for, everyone chould have
the requisite knowledge for auditing,
and everyone should be subject to
some discipline, We cannot sit in
judgment as to who ghould audit and
who should not. You have to take
up the matter with the Finance Minis-
try who are the competent persong to
decide. Though every graduate is
allowed to be an Income-tax Practi-
tioner there should be some training
and some knowledge of accounts is
necessary. What should be the train-
ing and what ghould be level of know-
ledge is a matter for the Finance
Ministry to decide, not this Com-

mittee. We for our part would
certainly consider putting in our
report that the Finance Ministry

should examine that as there should
be more auditors and it should not be
exclusive to any particular category.

SHRI V. N. PADMANABHAN: In
view of the clevage now sought to be
made, the experience of Income-tax
Practitioners should be taken into ac-
count. They have been continuous
practitioners and Rules were pres-
cribed allowing them to make
representations in support of returns
and statements. Subsequently this
rule was not observed. But the Rule
is there. The Wanchoo Committee
also have made recommendations. In
the circumstances we find no reason
why we should be debarred at this
stage.

MR. CHAIRMAN: Wherever there is
compulsory audit, guditor sheuld give



a certificate of the state of affairs and
income of the asgessee. Now Who is
competant to do that is a matter which
can only be determined by the
Finance Ministry, and not this Com-
mittee. Clause 39 is within our ambit.
How <can we say whether the
cooperative auditors or the cost
accountants could be auditors. That
is not our task.

SHRI ERA SEZHIYAN: They have
suggested an amendment to clause 39.

SHRI V. N. PADMANABHAN: This
hasg been referred to in the Wanchoo
Committee report also.

MR. CHAIRMAN: The Wanchoo
Committee refers only to Chartered
Accountants. In page 46, it is said:

‘Doubts have been expressed
whether enough qualiid auditors
will be available for wundertaking
audit in all cases where it is man-
datory. Companies are already sta-
tutorily requireq to get their gc-
counts audited. We fee] that if suit-
able limitg are prescribed for the
non-corporate sector, the work-load
may not be too great 10 be tackled
by the existing professiona)} accoun-
tant. We understand that the num-
ber of Chartered Accountants has
increased from 8000 in April, 1967 to
over 12,000 in October 1971, Further,
during the same period the number
of Charteredq Accountants solely in
practice has risen significantly from
2000 to 5400. From the concern
voiced from time to time in the press
and elsewhere gbout a few well-
known firmg of Chartered Accoun-
tants monopolising bulk of the audit
work relating to the corporate sec-
tor, it appears that there ig a consi-
derably large number of parctising
Chartered Accountants who can
undertake additional work-load of
audit in the non-corporate sector
without much difficulty.’

So, you will see that they have spoken
about Chartered Accountants only.
Therefore it should be confined to
Chartered Accountants For others,
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therg should be proper tests so that
quali'y does not deteriorate. That is
not for us t{o decide.

SHRI V, N, PADMANABHAN: Now
a difference between representation
and certification is made. Even rep-
resentation  pre-supposes factual
knowledge. We have been doing this
all along. To deny this to us now is
unfair and unreasonable on the part
of the Government. Such g provision
should not be introduced in the Bill.

A clevage is made for the first time
in this Bill between certification and
representation.  Certification hag to
be made by Charteredq Accountants
and representation c be made by
anybody, In Section 268(2) certain
norms are prescribed. We would like
to state that representation involves
factual knowledge, how tp state facts
and how to satisfy objections of in-
come-tax authorities.

MR. CHAIRMAN: You are in other
words saying that you are competent
to audit. This plea has been made by
several people and we will consider
that.

SHRI JYOTIRMOY BOSU: Dy you
not agree that a few big audit firms
monopolise the corporate sector in col-
lusion with big business houses, - do
you not agree that this should be de-
centralised and also do you not agree
that evasion is more in that corporate
sector where audit by chartered ac-
countants is compulsory?

MR. CHAIRMAN: This is a question
more properly to be addressed to
chartereq accountants.

SHRI V. N. PADMANABHAN: I
would only invite attention to ques-
tion 16 of the Direct Taxes Adminis-
tration Fnquiry Committee wherein #t
is sai1 that large-scale evasion was
detecteqd in. cases where audited ac-
counts have been furnished by char-
tered accountants. The Board is there-
fore mot in favour of accounts being
audited by chartered qccquptaqia.

The Committee then aded.
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1. Shri T, V. -Vishwanathan Aiyar—
Advocate, Supreme Court of India,
Madras.

(The witness was called in and he took
his seat)

. MR CHAIRMAN: Mr. Aiyar before
you commence your evidence, it is the
convention to point out to you one of
‘the directions of the Speaker of the
Lok Sabha which governs your
evidence. The evidence you give
wou'd be treated as public, and is
liable to Dbe published unless you
specifically desire that all or any part
of the evidence tendered by you is to
be treated as confidential. Even
though you may desire your evidence
to be treated as confidential such
evidence is liable to be made available
to the Members of Parliament. Kindly
proceed.

SHRI T. V. VISHWANATHA
AIYAR: Sir, I have in general sup-
ported the Bill. Therefore whatever
suggestion § am making is how -to
make fit better. Let us understand
this point very clearly. Two or three
things, therefore, are mentioned as
important so far as this Bill js concer-
ned. The Bill is based upon the re-
commendations of the Wanchoo Com-
mittee. Two or three important points
I would like to make before I go to
the details. So far as the tax evasion
and creation of black money is con-
cerned, 1 have just mentioned in the
first paragraph I shall summarise it in
a few minutes. The point is the re-
commendations have to be taken as a
whole, Para 2.20 of the recommenda-
tions have to be taken as a whole, as
servera] recommendations have been
made. So far as the Bill is concerned,
they have taken only particular items
and accepted them or slightly varied
or .modified them. So far asg the main
matters are concerned, which I
consider important, the higher rate of
tax under the direct tax laws has not
been considered in the bill. May be for
good reasons. I am just pointing out
that, the third is about donations to
political parties, and the fourth is the
proliferating and unproductive gov-
ernment expenditure, and the last is
the corruption and deterioration in

mora] standards at all levels, and all sons.

that. So far as the identification of the
disease is concerned, there is not
much more to be said. It is fairly
comprehensive, The question therefore
is so far as the Bill is concerned what
we should do about the two aspects.
How to get out of this situation, I
would like to mention two or three
things at the outset. 1 am making
genera]l observations, because the
particular items have been dealt with
by the Bill and a number of special
recommendations have been accepted
by the Government. So far as the
existence of evasion of black money
is concerned, 1 do not think it requires
to be reiterated. It is all there. The
disease is there, There are two ways
of getting over the disease. My firet
answer is out of experience, not ex-
pediency, prevention is better than
cure, is the simple answer. You must
see to it that the atmosphere pre-
vents or negatives the possibility of
tax evasion of black money or at least
minimises it. That is one method of
dealing with it. That

is, first the
disease ig to be prevented. In this
connection whatever recommenda-

tions have been made have not been
seriously dealt with in the Bill.
Therefore, the Bill is not adequate
for the purpose. That is one point.
The second point is, as much as possi-
ble, to see that it is prevented not
only by negation but by cure also.
The Bill has taken into consideration
the curative aspect. How does it cure
the situationd They can have only
what are called limited results. The
disease being there, it is like an ordi-
nary palliative for headache. It is a
medicine which will give cure for
just one or two hours, It does not pre-
vent the coming in of the disease. I
am, therefore, pleading for good
health rather than merely getting the
disease and curing it by medicines. In
that sense, there are three or four
items which I think have not been
dealt with in the Bill..I do mention
that these are main items very much
importan’, if you are really serious
about dealing with the causeg of tax
evasion and creation of black money
and its proliferation. Here 1 am using
the same expression as is mentioned
in the Statement of objects and re-



MR. CHAIRMAN: On generalities,
we want you to clarify two or three
things. The Wanchoo Committee went
into the problem of the eradication of
black money both for prevention and
ity generation and proliferation, They
have suggesied various measures.
You have stated what is important to
consider in your memorandum. In a
Bill such as the one which we have
before usz, what according to you
should have been 'further .included
that could have brought about the
implementation of the items (a) to
(e). They seem to have comprehen-
sively dealt with the entire problem,
and they have suggested remedies
which areoutsidejthe fiscal law—some
thing which is outside the fiscal law
will palpatly be outside the scope of &
Bill like this. But do you think that
if within the scope of the Bill the
items in (a) to (e) are also taken
care of properly, we will be able to
overcome this menace of black money
Do you think that the Bill can be
improved so far as (a) to (e) are
concerned?

SHRI T. V. VISHWANATHA
AIYAR: I agree with you that it can
be done, I cannot speak about out-
side the fiscal limits. The matter is
very familiar. All the same, one thing
is the high rate of taxation is certain-
ly within the limits of fiscal enact-
ment, It is not outside the fiscal enact-
ment. It is a matter which may be
important as a policy, but it is not

cutside the fiscal bill,

SHRI VASANT SATHE: The scope
of the Bill is limited. The Direct Tax-
ation Amendment Bill land other
measures can be taken to achieve the
objects laid down in . ‘the Wanchoo
Committee. But as far as this Bill
is concerned, as far as the law is con-
cerned, will you think that we can
bring them out within the purview
of this Bill?

SHRI T. V. VISHWANATHA
AIYAR: Usually the method in so far
as what are called rates of tax are
concerned, is to have a standard rate,
which 1s fixed in the Act itself not

in the Finance Act. I have mentioned
that point that we should have a
standard rate, which ig acceptable. In
the annual budgets you can make it
plus or minus. The importan point I
want to mention is the fixation of a
bagic rate which will work at least
for a plan period. This is absoviutely
necessary. It is part of the Act, It
should be ‘so and go a rate’ unless it
is changed by the Annual Act due to
special reasons. This is not a new
thing, It is done in Ceylon and many
other places. What is called the stan-
dard rate is an acceptable rate, which
does not come into being for the
special occasion for special rates.
When the Finance Act comes into
being, you can say for special reasons
in the annual budget it shall be plus
or minus ten per cent. This is one
matter.

The second matter is also part of
the taxation law. Tax is to be the
means of economic growth, It is a
matter that should be at the bottom
of the Finance Act. The principle
must be such as will enable economic
growth—growth in the ordinary sense
and not in the extra ordinary sense.
Taxation must be progressive on its
own, even if there is no change in
the rates. It must grow on itself even
on the old rates. That is what is
meant by progressive taxation. The
important principle of general taxa-
tion is to allow for growth by itself.
How does it happen? Incentives must
be given. I want this matter to be
dealt with. We are dealing with
plans. Why should there not be a
plan for taxation? The taxation levy
should be for a plan period of flve
years so that people may deal with
their affairs and transactions on the
basis of known tax and not annual
handicaps one way or the other. Be-
cause, it obstructs the natural growth
of economy. I do not want to go into
the special reasons.

MR.. CHAIRMAN: You want the
main Act to fix the rate and in accor-
dance with the needs of the economy,
variations are to be brought in later.



SHRI T. V. VISHWANATHA
AIYAR: Yes. One other matter I
would like to 'mention, Our taxation
begins at the very low figure of
5,000. It is not the case elsewhere, and
slab by slab the rate is higher. We
get the top slap very early. In other
places, for instance, for ten lakhs of
Rupees, in U. K, it is 66.8 per cent,
in U.S.A, it is 498.1 percent,

SHR] VASANT SATHE: What is
the per capita income of the country?

SHRI T. V. VISHWANATHA
AIYAR: That is why I am mention-
ing it. We mush remenber that we
are a nation of 550 million people,

SHRJ])} VASANT SATHE: I iam
sorry to interrupt you. What is the
effective rate of tax on the higher slab
according to you? We shall have a
useful dialogue.

SHRI T. V. VISHWANATHA
ATIYAR: The higher rate of effective
tax, according to economists, is 77 per
cent.

SHRI VASANT SATHE: There I
suppose there is scope.

SHRI T. V. VISHWANATHA
AIYAR: The Wanchoo Committee
says it is 80 per cent.

SHRI VASANT SATHE: Now I an:
putting this before you. You should
try to know in your mind what you
think is the effective rate of tax, As
at present brought out by the
Wanchoo Committee, the effective
rate of tax does not exceed 50 per
cent.

SHRI T. V. VISHWANATHA
AIYAR: You see that the rate here
in India for instance on Rs. 30,000 is
23 per cent. The  effective rate in
Ceylon is 11.4 per cent, in Pakistan
it is 12.8, im U. K. it is 13.1., in
US.A, it is 3.2.

The third point I mentioned was
about the higher rates reached  at
higher levels there,

MR. CHAIRMAN: Lest we enter
into a dialogue, let me crystalise the
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issue, What the hon. Member wants
to know 'is this. I can speak with
reference to the Corporate Sector. In
a Corporate sector, take the total
profits earned by the various Com-
panies who pay tax, take the revenue,
divide the profits earned by the total
profits and you get the percentage.
That is the effective rate so far as
the Corporate sector is concerned. My
question is, firstly, is it possible to
have such an effective rate in the
non-corporate sector and if there is
such an effective rate, what according
to you is the effective rate.

SHRI T. V. VISHWANATHA
AIYAR: If arithmetic jg to enter into
the field, so far ag I understand I may
be wrong. 3.2 per cent seems to be
the tax out:of the GNP in the yeasr.

MR. CHAIRMAN: You need not
touch upon that aspect. Supposing the
profit is 100 crores and the revenue
collected is 40 crores. Then we find
effective rate of taxation i3 40 per
cent,

SHRI T. V. VISHWANATHA
AIYAR: You gre mentioning it as a
total figure and talking what is the
average tax. That is for revenue pur-
poses. But it does not touch the
taxation of each man, because some
people may be below that average.

SHRI ERA SEZHIYAN: The ques-
tion is, suppose there is u preson with
income of Rs. 2 lakhs. What are the
exemptions he is to get? Then what
will be the effective rate?

SHRI T. V. VISHWANATHA
AIYAR: My answer is because a man
gets 2 lakhs he does not get extra
benefits. Whatever benefits any other
man gets, he a'so gets.

SHR1 ERA SEZHIYAN: My ques-
tion is what will be the effective rate.

SHRI T. V. VISHWANATHA
AIYAR: The rates ] mentioned are on
total income which are assessed; not
on gross income. The Al'owances are
given, because they are spent. I can
understand if you give incentives.
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SHRI ERA SEZHIYAN: The allo-
wanceg are not spent, Insurance pre-
mium ig savings. National Savings
deposit is a saving. You cannot say
that they are spent.

SHRI T.
AIYAR: They are all fixed. It iz 15

per cent or 20 per cent, not exceeding
Rs. 30,000.

SHRI BHAGWAT JHA AZAD:
They are actually savings, Our ques-
tion is when yau are quoting the
taxes and rategs from other countries,
in comparison to the rates of taxation
in UK, Ceylon and Pakistan, what is
the effective rate of taxation in our
country. It is about 98 per cent. The
Wanchoo Committee has suggested
some rate. We say that the effective
rate is not that much. We would like
to know from you what is the effec-
tive rate in this country.

SHRI T. V. VISHWANATHA
AIYAR: When we are thinking of
what is meant by the effective rate,
the rates are on the assessable income
and the rates which have been quoted
are on that basiz. I take it that it is
‘without allowances’

MR. CHAIRMAN: You must take
into account the gross profits earned
in a year and the ultimate tax you
pay because of the various incentives.

SHRI T. V. VISHWANATHA
AIYAR: The distinction must be
beteen expenses on the one side and
incentives on the other. Both should
not be taken together. Let us allow
certain things like Provident Fund,
Insurance, gratuity etc. - If that is
what you mean, why is that incentive
given? It ig not allowed simply
because it is high rate or low rate, but
because it helps savings. It is a matter
of revenue and it is a contribution.

MR, CHAIRMAN: Yoy are going
on the rationale of the whole incen-
tives. For the Corporate sector, we
have worked out the effective rate.
We find that contrary to the general
impression about the rising tax bur-

V. VISHWANATHA
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den on the Corporate sector, tax pro-
vision in relation to pre-tax profits has
shown a steady decline during the
past five years from 65-66 to 70-71.
On acoount of serieg of incentives
which the Corporate sector has been
receiving during this period, the effec-
tive rate has come down considerably
lower. From 47.4 per cent jn 1965-66
it has come down to 39.8 per cent in
69.70 and it was 42.8 per cent in 0-71
in the case of 290 large companies.
Without widening the area of contro-
versy, my friends are anxious to know
whether you have made a study of the
effective rates in this manner, what
are your comments with reference to
the effective rate?

SHRI JYOTIRMOY BOSU:. 1 have
a table which shows that during the
years 51-52 to 64-65 the actual inci-
dence of direct taxation on the mon-
firm high income households js much
smaller than what the income tax
would be.

SHRI T. V. VISHWANATHA
AIYAR: So far ag the Corporate
sector is concerned, the question of
proliferation does not arise, whatever
be the effective rate. The point we
have to remember i3 that in spite of 65
per cent or 47 per cent or whatever
it is, that money is in the company.

MR. CHAIRMAN: We want you to
tell us what are your views about the
burden of taxation with reference to
effective rate?

SHRI T. V. VISHWANATHA
AIYAR: The first point is about Cor.
porate taxation. You have started with
the theory that no incentives are taken
into consideration for the purpose of
effective rate. It does not require any
answer from me. Therefore, the
higher rate is not effectively higher
rate, but little less. The question is
whether the reduced rate is good or
bad for the purpose of the Company.
The only answer to that is that in each
case the money is inside the company
and therefore only the amount of tax
varies, though the average rate adjusts
itself. Theretore it is that so far as



the Company is concerned, to the ex-
tent to which you leave moneys with-
out taking it by way of taxation, it
continues with the Industry or the
Company or the Corporate sector.
‘That is one answer.

MR, CHAIRMAN: I do not think
that answers our question. Let us go
to the next point.

SHRI T. V. VISHWANATHA
AIYAR: Yes. The higher rate of
taxation is one thing.

SHRI BHAGWAT JHA AZAD:
What I say i3 it is not 98 per cent.
It is only 43 per cent. To say that
that is excessive is not correct, We
have heard every Chamber saying
that the highest rate of taxation is
98 per cent but it i3 only 43 per cent.
That ig what I want to suggest.

SHRI JYOTIRMOY BASU: Re-
sults of survey on tax on household
income of rich is 5.25 per cent in
1956-57 and in the following years it
is 5 per cent, 5 per cent, 49 pcr
cent, 3.3 per cent and 3.9 per cent.
Are you making a suggestion that if
tax rates are lower, then hig business
will not go in for tax evasion. If
that is so, can you say why the volun-
tary disclosure scheme failed tiotally
and utterly?

SHRI T. V. VISHWANATHA
AIYAR: If you start with the theory
that whatever be the rate, evasion
will be there, then I have no answer
at all. If you take the majority of
small assessees, the effective rate will
remain there in each branch. You are
taking totality.

MR. CHAIRMAN: No.

SHRI ERA SEZHIYAN: I shall
give concrete example. One with an
income of Rs. 2 lakhs, pays tax of
Rs. 1,51,800. That is not 85 per cent
but only 76 per cent. That is what
Wwe say.

SHRI T. V. VISHWANATHA
AIYAR: That is not the average rate.
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SHRI * BHAGWAT JHA AZAD:;
That is the effective rate in the case .
of 295 companies.

MR. CHAIRMAN: Lowering af rate
has been suggested by everybody
concerned including experts. Mr.
Aiyar is also an eminent lawyer and

one with wide experience. Let us
hear his views,

SHRI BHAGWAT JHA AZAD:
If you allow the witness to talk
freely, that is one thing. He talked
on ’production, expenditure, corrup-
tion, licence etc. He has been talking

on high rates. I say, it is not high
rate,

MR. CHAIRMAN: We do not seem
to be making any progress. Let us
go to the next point.

SHRI T. V. VISHWANATHA
AIYAR: Take the highest rate. It is
96 per cent. May be in the working
it may come to 84 per cent. I have not
worked it out myself, But what I
say is, 84 per cent is still high ac-
cording to me. That is a point which
you might consider.

MR. CHAIRMAN: Even though we
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