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CONSTITUENT ASSEMBLY OF INDIA (LEGISLATIVE)

.1{,1,;1’01"1‘ OF THE SELECT COMMITTEE ON THE TAXATION ON
«.INCOME (INVESTIGATION LOMMISSION) (AMENDMENT) BILL,
- 1948, ' i

w. We, the undersigned, members of the Select Committee to which the Bill
Roportof tho Income-tax to amend the Taxation on Income (Investigation Com-
M“V""‘“g“t‘l::‘n("’m"a" mission) Act, 1947 was referred, have considered the Bill
A ::f:;onﬂ zﬂ. “wu;‘fmm}" and the pupers noted in the margin, and have now the
.. ments to tholnvesiga- bBouour to submit this our Report, with the Bill as

... tion Commixsion Act. amended by us annexed thereto.
The following ure the important changes which deserve mention.

Clause 2.—Wae consider it necessary to appoint the (Commission, in the
first instance, up to 3lst March, 1950, with power to the Central Government
to extend their e by one year.  We have accordingly amended this clause.

Clause 3.—We consider it necessary to provide that where the Commission
comes to the conelugion that further mvestigation is not. likelw to reveal any
subgtantial cvazsion of taxation or income, it may report to the Central Gavern-
nw‘:t aceordingly and the investigation shall thereupon close.

Clause 4: section 6 (5).—We think it necessary to provu]e that the Com-

ml‘slon should have the power to impose penalty on obstructive or cvasive asses-

..sces in addition to the authority givem to them to draw adverse infcrences. We
have accordingly amended this clause.

Section 6: (9).—We consider it essential that the authorised officiul should
have power to seize documents, papers etc. and have accordingly conferred this
power on him, subject’to the Rules to be framed under section 10 of the Act.

Clause 5: section 7 (4).—Under the Bill as introduced the assessce had no
vight to call for copies of documents, statements, ete.  The Conuniesion had
the discretion to furnish such copies. We think it necessary to provide cxpli-
citly for such copies being furnished to the assessces when the documents,
papers cte. are brought on record to cenable him to rebut the evidence agninst
him.

2. The Bill was published in Part V of the Gazette of India, dated the 14th
February, 1948.

I. K. SHANMUKHAM CHETTY.
e D. CHAMAN LALL.
MOHAN LATL SAKSENA.
. N. G. RANGA.
M. ANANTHASAYANAM AYYANGAR.
TEK CHAND.
] K. SANTHANAM,
ARUN CHANDRA GUHA.

. New DgELHI;
The 8th March, 1948
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(As AMENDED BY THE SELECT COMMITTEE)

(Words or portions underlined or sidelined indicate livs amsndments svogestsr
c¢d by the Committee; asterisks indicale ondssions.) wes

A

BILL

to amend the Taxation on Income (Investigation Commission) Act, 1047

WakrkAs ib is expedient to wmend the Taxation on Income (Investi@
tion Commission) Act, 1947 (XXX of 1947) for the purposes hereinafter appea
ing;

It is hereby enacted as follows:—

1. Short title.—This Act muy be called the Taxation on Income (Inves
gation Commission) (Amendment) Act, 1948. ‘

.2, Amendment of sc..on 4, Act XXX of (947.—After sub-section (2)
section 4 of the Taxation on Income (Investigntion Cornmission) Act, 19
" “hereinafter referred to as the said Act), the following sub-sections shall
added, namely:— '

**(3) The Commission shall be appointed o aet, in the first instand
up to the 3lst day of March, 1950, but the Central Government may e
tend its term of appointment for any period up to the 31st day of Mare
1951.

(4) The Central Government may appoint a Secretary to the Comm
sion and such other staff as may be neccssary.”

3. Substitution of new section for section 5, Act XXX of 1947.—Tor sccti
5 of the said Act, the following section shall be substituted, namely :—

**5. Power of Central Government to refer cases for investigation.
(1) The Central Government may at any time before the 80th day of Ju
1948 rafer to the Commission for investigation and report any case or poir
in o case in which the Central Government has prima facie reason for |
lieving that a person has to a substantial extant evaded pavment of tas
tion on mcomc, together with such material ay may be availnhle in suppe
of such belicf, and may with the concurrence of the Commission withdm
at any time hefore the 30th day of June 148 any case or pointe thus
ferred and no proceedings shall thereafter be taken hy or hefore the Co
misgion in respech of the case or points so withdrawn,

(?) The Commission may after cxamining the moterial submitted
the Central Government with reference to any ease or points in a case 8
making such investigation as it considers necessary report to the Cent
Government that in its opinion further investigation is not likely to rew
any substantial evasion of taxation on income and on such report bei
made the Investigation shall he deemed to he closed.

(3) No reference made hy the Central Government under sub-sect:
(1), Whether before, on, or after the 31st day of December 1947 shall
called in question, nor shall the sufficiency of the material on which su
a reference has heen made he investigated in any manner by any Cou
(4) If in the course of investigation into any case or points in a e
referred to it under sub-section (1), the Commission has renson to believe

(a) that some person other than the person whose case is being inwi
tigated has evaded payment of taxation on income, or
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2 (b) that some points other than those referred to it by the Central
- Government in respect of uny case also require investigation,
i it may make a roport to the Central Government stating its reasons

*for such belief and, on receipt of such report, the Central Government

..shall forthwith refer to the Commission for investigution the case of such

R

“other person or such addit'onal points as may be indicated i that report.’’

“4, Bubstitution o! new Section fur sectivu 8, Act XXX ot 1947.—For section
"8 of the sald Act, the following section shull be substituted, namely:—

o =

6. Powers of (‘ommission.—(1) The Conmnission shall have power to

s—require any person to prepare and furnish by a specified date written state-

w‘men.tg of accounts and affuirs verified on outh aud, if so required, also duly

...certified by a qualified suditor, giving infoimation on such points and
matters as may be specified; and any person so required shall notwith-

- stunding unything in uny law to tie contrary be bouud to comply with the
requirements of the Commission.

(2) The Commission shall alsa have power to administer oaths, and
shall have all the powers of u civil Conrt under ' Code of Givil Tro-
cedure, 1908 (V of 1908), for the purposes of taking evidence on oath, on-
forcing the attendance of witnesses and of persons whose cuses ure bewng
investigated, compelling the production of documents uml issuing cow-
missions for the examination of witnesses.

(3) If in the course of any investigat'on it appears to the Commission
to be necessary to examine any accounts or documents or to interrcgate
nny person or obtain any statements frorr any person, the Commission
may authorise any income-tax authority not below the rank of an Income-
tux Officer (hereinufter referred to ns “‘uuthorised official”) in that behalf,
subject to such directions as muy be issued by the Commission from time
to time, und the authorised official shall examine the nccounts or docu-
ments, interrogute the person or obtain the stutements from the person:

Provided that the unthorized offical sholl in the discharge of his duties
be cutitled to employ such ministerinl and subordinate executive staff as
he muy consider necessary.

(#) The authorised officiul shall subject to tho direction of the Com-
mission have the sume powers ns the Commission under sub-sections (1)
and (2),'uud any person having charge or custody of necounts or documents
required to be exun. aed shall notwithsti: ..og axllythilw,ri in n_n)_r_lz_'.w_ fi)_tb_e
contrary be sound to produce them to the nuthorised “official and to give
to such officiul any information in respect thereof ‘which he may require;
and auy person interrogated by the authorised official or cal'ed upon by
him to make or prepare & statcment or furnish information shall notwith-
standing anything in any law to the contrary be bound to comply with

his divections und answer all qucstions relating to the case put to him by

such  official~

) (5) If any person whose case or the points in whose ease 18 or ore

being investigated * by the Com{nist;inu . oxo * & *' . lrfef(llts]tis
or fails to attend in person in cnm]:lnuu‘.c with n notice in th.ut })e mt uly
gerved upon him or to give uny evidence or fo answer qucstm‘lills‘(]w 0 pr;)‘;
duce documents or to prepare and furnish statements w_hen. ealler npmflh't.
do 8o, the Commission ¥ b 4 x . mav il satisfied hat
\ the investigtion of the case and pro-

the refusal or fuilure was wilful, close ! r
cezd i’.o draw up its report on the case or on the points to the best of its

————

rlly
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* % judgment und muy in its discretion also direct thut such sum as it-
may specify in the direction shall be recovered from the person by way of-
penalty for the refusal or failure, without prejudice to any penulty under
the Indisn Income-tax Act, 1922 (XI of 1922), and thereupon the sum so
specified shal! be recoverable as if the direction were given under sub-sec-
tion (1) of section 46 of the Indian Income-tax Act, 1922 (XI of 1922), by
the Income-tax Officer having jurisdiztion torassess the person.

(6) If in any proceedings before an authorised official any person..
whose case or the points in whose case is or are being investigated refuses”
or fails to attend in person or to produce or cause to be produced accounts
or documents or to answer questions or to prepare statements or to furnish
information when called upon to do so, the authorised official shall report
such refusal or failure to thc Commission, and thercupon the provisions
of sub-section (5) shall apply as if the refusal or failure took place in the
course of the investigation by the Commission iteelf,

(7) The Commission and, subject to the direction of the Commiission,
any authorised official may make such enquiries m such tanner as it or
he may deem fit and obtain stalements on oath from any perron who is
considered likely to be in possession  of any information or dozument
relevant to the case or points in the case referred to the Commission or is
in the opinion of the Commission likely to be reported by it to the Central
Government for reference under the provisions of sub-section (3) of section 5:
and for the purposes of these enquiries, the Commission ad the authorised
officiul shall have all the powers conferred on them by sub-sections (1),
(2), (3) and (4).

(8) All materials gathered by the Commuission or the authorised
official and materials accompanying the reference under sub-section (1) of
sect'on 5 may be brought on record ut such stage as tho Commission may
think fit.

(9) Subject to any rules made in this behalf under the Act any autho-
rised ofcinl shall at all rcasonable times have full and free aceess fo all
hooks, documents and other papers which in his opinion are relovant o
procecdings in any case or cases under this Act, and if specially anthorised
in this behalf by the Commission, to any buildings and places where he
may have reason to believe that such books, documents or pupers iy he
found; and he’ shall have power to place identification  marks on such
books, documents or papers and to make extracts or copies therefrom oraf

he conmiders it necessary o take possession of or seize such Tooks. doeu-

ments or papers.

(10) The Commissioners and all authorised officials shall be decined Lo
he |m)—lic gervants within the meaning of section 21 of the Indian l't'!m..l
Code (XLV of 1860), and the Commission shall be deemed to be a civil
Court for the purposes of section 195 and Chapter XXXV of the Code of
Criminal Procedure, 1898 (V of 1898) references in the said Chapter to
the presiding officer of a Court being deemed to include the Chairmon of
the Comnission.”

5. Substitution of new section for section 7, Act XXX of 1047. Vor xectiof 7
of the said Act, the following shall be substituted namely:—

“7. Procedurc of Commission.—(1) The Commission shall, subject to -
the provisions of this Act, have power to regulate its own procedure (in-
cluding the fixing of places and times of its sittings and deciding whether
to sit in public or in private) and may nct ugtvgi'tlbstandiug‘ 4 vacaucy I
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the number of the Commissioners; and the powers of the Commission
under sub-sections (1), (2), (8), (7) and (8) of section 6 and sub-sechions
(2), (4) and (6) of this section may be exercised by auy member thereof
suthorised by the Commission in this behalf. o

~ (3) In moking an investigation under clause (b) of section 8, the Com-
mission shall act in accordance with the principles of nutural justice, shull
follow as fur os practicable the principles of the Indian Evidence Act,
1872 (I of 1872), and shall give the person whose case is being investigut-
cd a reasonable opportunity of rebutfing any evidence sdduced ugainst
Lim; and the power of the Commission to compel production of documents
sl‘m.ll not be subjeet $o the limitation imposed by section 130 of the Indiun
Lividence Act, 1872 (I of 1872), and the Commission shall be deemed to
be a court aug its proceedings legal proceedings for the purpose of sections
5 and 6 of the Bunkers” Books Evidence Act, 1891 (XVILI of 1891).

(8) Any person whose case is being investigated by the Commission
may be represented by a pleader, a registered accountant or an employee
duly authorised to uct on his belulf, provided that no person shall be en-
titled to be present or to be represented in the course of an - enquiry under
sub-sections (3) and (7) of section 6, * * * * .

(4) No person shall be entitled to inspect, call for, or obtain copies of,
any documents, statement or pupers or materials furnished to, obtained by
or produced before the Commission or any authorised officiul in uny pro-
ceedings under this Act; but the Commission, and after * * * the
Comumission has ceased to exist such uuthority us the Central Government
may in this behalf appoint, may, in its discretion, allow such inspection
and furnish such copies to any person:

DProvided that, for the purpose of cnabling the person whose case or
points in whose case is or are being investigatéd to rebut any cvidence
brought on the record against him, he shall, on application made in this
behalf and on payment of such fees as may be preseribed by Rules made
under this Act, be furnished with certificd copies of ~dvcuments,  slate-
ments, papers and materials brought on the record by the Commission.

(5) Suve in cascs in which the Commission may exercise its powers
under scetion 195 and Chapter XXXV of the Code of Criminal Procedure

1898 (V of 1898),—

(a) no suit, prosecution or other legnl procceding shall be insti-
tuted ngainst any person in any civil or criminal Court for any evi-
dence given or produced hy him in any proceedings hefore the Com.
mission, and

(b) no evidence so given or produced shal' he admissible in evi-
dence against such person in any suit, prosecution or other proceering
before such Court, \

except with the previous sanction of the Central Government.

(6) Tn any proceedings under this Acl, the Commission may, in it
diserotion. admit in evidence and act upon any document notwithstanding
that it is not duly stamped or. registered.

7) Nothing in sub-section (1) of section &4 of the Indian Income-tax
Act, 1922 (XI of 1922) or of that section as applied to oxecss profits tax by
coction 21 of the Excess Profits Tax Act, 140 (XV of 1940) shall apply to
the disclosure of any of the particulars referred to thercin in any proceeding
before the Commission or in any report wade by the Commission to the

" Central Government or in any report made to the Commission by an uutho-

rised official.” * * * ¢
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6. Substitution of new section for section 8, Act XXX of 1947.—For ecton
8 of the said Act, the following shall be substituted, namely : —

8. Power to dircct re-opeming of assessment proceedings.—(1) The
report of the Commission shall be based on the materials brought on record

und made in accordance with the opinion of the majority of ut least two of
the members of the Commission where its decision is not unanimous.

(?) After considering the report, the Central Government shall by
order in writing direct that such proceedings as it thinks fit under the In-
dian Income-tax Act, 1922 (XI of 1922), the Excess Profits Tax Act, 1940
(XV of 1940) or any other law, shail be taken aguinst the person to whose
case the report relates in respect of the income of nny period commencing
aiter the 81st Jay of December 1938; and, upon such a direction being
given, such proceedings may be tuken and compl:':d under the uppro
printe luw notwithstanding the restrictions contained in section 34 of tho
Iidian Income-tax Act, 1922 (X1 of 1922), or section 15 of the Ixcess
Profits Tax Act, 1940 (XV of 1940), or uny other law and notwithstunding
any lapse of time or uny decisiou to u differont effeet given in the cuse by
any Income-tux authority or Income-tax Appellate Tribunal.

(3) On a direction being given under sub-section (2), and not otherwise
a copy of the report of the Commission, so far as it relates to the case of
the person concerned, shall be furnished to him.

(4) In all assessment or reassessment proceedings taken in pursuance
¢f o direction under sub-section (2), the findings :scorded by the Com-
mission on the case or on the points referrcd to it shall, subject to the
provisions of sub-sections (5) and (6), be final; but no proveedings taken
in pursusnce of such divection shall be a bar to the initiation of proccedings
under scclion 84 of the Indian Income-tax Act, 1922 (XT of 1922).

(5) In respect of any onder made in the course of proceedings taken
in pursuance of n dircction issued under sub-section (2), the provisions of
goctions 30, 31, 33 and 33A of the Indian Income-tax Aet, 1922 (XT of
1922) and the corresponding provisions of the Bxcess Profite  Tax  Act,
1940 (XV of 1940) shall not apply so far as matters declared final by «ub-
section (4) are concerned; but the person concerned may, withn 60 days
of the date upon which he is served with a copy of such order, by appli-
catioh in the preseribed form accompanied by » fee of Rs. 100, require
the upprovriste Commirsioner of Income-tax to refer to the High Court
any question of law arising out of such order, and thereupon the provisions
of scctions 66 und GGA of the Indian Iucome-tax Act, 1922 (XI of 1922
shall as far as may be apply, with the modifieation that the reference shall

be heard by 8 Bench of not less than three Judges of the High Court.

(6) Notwithstumling anything contuined in this section, the Commis.
sion shall have power, cjther of its own motion or on the application
of the person concerned or of the Government, to correct clerical or arith.
metical mistakes-iif its report or errors therein arising from any accidental
slip or omission; and after the Commission has ceasod to exist, the Com-
missioner of Income-tax having jurisdiction over the cage may excrcise thé
power conferred upon him by section 35 of the Indian Income-tax Act.
1922 (XI of 1922) as if the Commission’s 1eport was an order passed by

him.
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(7) Notwithstanding anything to the contrary contained in this Act
or in any other law, for the time being in force, any evilence in tho case
admitted before the Commission or un authorised official shall be ndmis-
sible in evidence in any proceedings directed to be taken under sub-section

@). .

e (8) Bave as otherwise provided in this Act, the provisions of section
: 54 of the Indian Income-tax Act, 1922 (XI of 1922) shall apply to all stute-
ments, returns, accoumts, documents, evidence, uffidavits, depositions or
record made, given, produced or obtained in connection with or in the
course of the proceedings of the Commission -or of any uuthorised official.”

7. Amendment of section 9, Act XXX of 1947.—In section 9 of tho said
_Act, for the words, figures and brackets, ‘‘any person authorised by it under
. ub-scction (2) of section 6", substitute ‘“‘any authorised official.”
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