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ration  Act, be taken into

consideration”,

1963,

The motion was adopted.
MR, SPEAKER ; The question is :

‘“That Clauses 2 to 4 and 1, the
Enacting Formula and the Title
stand part of the Bill»,

The motion was adopted.

“Clauses 2 to 4 and 1, the Enacting
Formula and the Tule were added
to the Bill.

SHRIMATI SUSIIILA ROIIATGI : I
move :

‘“That the Bill be passed”.
MR. SPFAKLR : The question is :
“That the Bill be passed.”

The motion was adopted.

13,11 hrs.

CENTRAL BOARD OF DIRLCT TAXES
(VALIDATION OF PROCEEDINGS

BHL

THE MINISTER OF STATE IN THE
MINISTRY OF FINANCE (SHRU K. R,
GANESH) : Sir, 1 beg to move,

““That the Bull to provide for valida-

tion of certain proceedings in
relation to direct taxes and for
matters connected  therewith, be

taken into consideration,”

As the hon, Members are aware, the
Central Board of Revenue was replaced by
two separate boards of revenue called the
Central Board of Direct Taxes and the Central
Board of Excise and Customs, which were
constituted under the Central Board of
Revenue Act, 1963, The new Boards come
into existence with effect from 1-1-1964,
Section 4 of the Central Boards of Revenue
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Act, 1963, empowers the Central Govern-
ment to make rules for the purpose of
regulating the transaction of business by
each Board and further provides that *every
order made or act done in accordance with
such rules shall be deemed to be an order
or act, as the case may be, of the Board”,
In exercise of this power, the Central
Government notified on 1-1-1964 the Central
Board of Direct Taxes (Regulation of
Transac'ion of Business) Rules, 1964 which
superceded all previous rules on the subject,
Under one of the provigions in these rules,
the Chairman of the the Central Board of
Direct Taxes is empowered to distribute the
business of the board among himself and
other members and specify the cases or
class of cases to be considered jointly by
the Brard. Such an order can. however, be
passed by the Chairman only after obtaining
the prior approval of the Central Goveran-
ment,

In exercise of these powers the Chair-
man had, from time to time, distributed
the business of the Board amongst himself
and other members but some of these order
were passed obtaining only a formal or in-
formal approval of Sccretary, Ministry of
Finance. It has been brought to the notice
of the Government that the validity
of such orders is open Lo challenge on the
ground that the procedural requirement of
obtaining the approval of the Central
Government had not been fulfilled. If this
view can be sustained, various actions taken
by the Chairman and members ol the
Central bnard of direct taxes in the perfor-
mance of their functions under the income
tax Act and other direct taxes enactments
may be regared as being invalid merely on
the ground that the member of the Board
who performed the relevant function had
not been vahidly entrusted with the neccssary
powers in accordance with the rules, In fact,
in a recent case before the Delhi High
Court, the issue of notices by the Income-
tax officer under section 143 for re.opening
of assessments with a view to bringing
escaped income to tax was challenged on
ground that the member of the Board who
had granted approval to the re-opening of
sthese assessments had not validly been
entrusted with these functions as the relevant
order relating to allocation of this work
had not been made with the previous
approval of the Central Government. This

’
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claim of the tax payer has been upheld by
the High Court,

Under the provisions of the Income-tax
Act and other enactments relating to direct
taxes, the functions of the Central board
of direct taxes cover a very wide range
and include the declaration of foreign
assocrations to be companies for purposes
of taxation, distribution of jurisdiction
amongst income-tax authorties, approval to
the vaiver or reduction of minimum penally
imposable in cases of voluntary aisclosure
of concealed income or wealth, as well as
grant of approval to the re-opening of
assessments for the assessment or re-assess-
ment of escaped income, The effect on
revenue if these actions of the Chairman
and members of the Board are vitiated on
account of the technical fault in the order
of distribution of work amongst the mem-
bers of the Board would be considerable,

The present Bill seeks to validate all
such actions taken in the past, under the
Income-tax Act and other direct taxation
laws (not being the Estate Duty Act), in
pursuance of the schemes for distribution of
work amongst the Chairman and Members
of the Board obtaining from time to time.
The object of the Bill is a limited onc, /. e.
to validate the actions taken by the Chair-
man and Members of the Central Board of
Direct Taxes in so far as the validity of
such actions could be open to challenge on
account of a procedural infirmity in the
order relating 10 distribution and allocation
of work amongst the Chairman ard Members
of the Board. 1 trust this short Bill will
receive the unanimous approval of this
House,

Sir, I move.

MR, SPEAKER : Metion moved :

*That the Bill to provide for vali-

dation of certain proceedings in
relation to direct taxes and for
matters connected  therewith, be

taken into consideration,”

SHRI R. V. BADE (Khargone) : I beg
to move :

“Phat the debate on the Bill No.
92 of 1971, ‘The Central Board of
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Direct Taxes (Validation
ceedings) Bill’, be adjourned.”’

of Pro-

I have moved this motion under rule
109, and the reasons are these.

The subject matter of the above Bill is
pending in the Supreme Court by Civil
Appeal No. 1108 to 1112 (N. T) 70 of the
Secretary, Ministry of Finance, New Delhi,
the Centrul Board of Direct Taxes, New
Delhi and Income-tax Officer, The petition
of Government has been admitted in the
Supreme Court and the petition has been
entered in the Registrar of the Supreme
Court of India, Civil Appellate Jurisdiction.
The Assistant Registrar has asked the Union
of India to prepare 20 printed copies of the
appeal record and the cost will be Rs. 3,216
and should be deposited in Court in cash
within 30 days. This fact has been with
held by the hon. Minister while intioducing
the Bill and the fact that the matter is
pending before the Supreme Court by way
of appeal by the Munistry of Finance.

The Government cannot bring a Bill to
cover and condone the lapses and mistakes
of certain officers.

in view of the above facts, when very
vital information has been withheld from
this august House about the sub judice status
has not been mentioned in the aims and
objects of the Bill, 1 may be permitted to
niove the above motion as per rule 109
which reads :

“At any stage of a Bill which is
under discussion in  the House, a
motion that the debate on the Bill
be adjourned may be moved with
the consent of the Speaker,”

1 want to know whether the Government
has filed an appeal in the Supreme Court
and whether the appeal is pending.  If this
Bill is passed, will it not affect the appeal
in the Supreme Court ? f1s not the same
point at issue in the appeal in the Supreme
Court ?

Therefore, the matter is sub judice and
it should not be discussed in the House.
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There is also rule 41, relating to

Question, whicl says :

¢¢(xvii) it shall not ask for information on
a matter which is under adjudica-
tion by a court of law having jurs-

diction in any part of India ;
* * .

“(xxii) it shall not ordinarily ask about
matters pending before any statu-
tory tribunal . ... .”*

Similarly, rule 210 (viit) reads :

to a matter
by a

“it shall not relate
which s  under adjvdication
court of law.......

So, this is the spitit of the rules framed
for the gundance of the Members, So, I
want a ruling from you on this point, and
information from the Minister whether such
an appeal is pending 1n the Supreme Court.

SHRI K. R. GANESH : As I mentioned
while moving the Bill itself, the Delh:t High
Court had given a cettain decision m regard
to the Dalmia case, Against this decision,
the Central Board of Direct Taxes have gone
in appeal to the Supreme Court. But the
fact that an appeal 1s pending against the
High Court decision does not stand in the
way of Parhament passing the validating
legislation,

MR. SPEAKER : The minister is right.
There are so many rulings on it,

May’s Parliamentary Practice says :

“‘Matters pending judicial decision :
A matter awaiting or under adjudi-
cation by a court of law should not
be brought before the House by a
motion or otherwise. This rule
does not apply to Bills.”’

Some of my predecessors also have held
thus. Kaul and Shakdher says :

“The Speaker has held that discus~
sion on a Bill, the subject-matter
of which is sub Judice by virtue
of a Bill pending in the Supreme
Court is _ in  order, gr\vvide%

members refrain from referring to
the facts of the particular case under
appeal, as thereby the debate in
the 1fcuse ocould not pre-judge the
hearing of the appeal by the
Supreme Court."’

There are a few other rulings also, but
the basic ruling is given in May's Parlig-
mentary Practice. It has been elucidated
a litle hy Kaul and Shakdher. So, the
Chair will have (o be very cautious in con-
ducting the debate, Members also will have
to be very cautious about it.  So, this Bill
can be discusscd. Are you withdrawing your
amendment ?

SHRI R. V. BADE : It may be put to
the House,

MR. SPEAKER : Ido not know what
is the procedure, whether this amendment
should be disposed of now or 1t may be
taken up with other amcndments latter. But
because this 1s a basic amendment for the
adjournment of the debate, common scnse
tell us that 1t must be put first.

The question 1s :

‘“That the Debate on the Central
Board of Ducct Taxes (Validation
of Proceeding)  Bull, 1971, be
adjourned.””

The motion was negatived,

MR, SPLAKER : Now, we will take up
general discussion, Shri Panda,

SHRI D XK. PANDA (Bhanjanagar) :
Mr. Speaker, Sir, I welcome this Bill which
is aimed at vahdating ccriain proceedings.
With regard to the other thing which is
raized on a technical ground that this Bill
cannot be passed here in that connection I
have to say that when vcry importaat things
are to be done by introducing a Bill in the
greater and larger interests of the country,
then there should not be any such technical
dfficulty that should stand in oyr way in
this Parliament so as to introduce any such

Byl

Now, as for this Bill is concerned, while
welcoming this particular Bill I have to say
ghat the Government is lackingsin its fore-
pight, in its basic approach and attitude as to
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how to deal with the tax evaders. Just here
everybody will agreec with me and the hon.
Minister will also agree with me that this
Bill is only a piecemeal attempt to deal with
the tax evaders. It is these tax evaders who
have been cheating the country, cheating
the Government exchequer and this gives
rise to creation of black-money by big
industrial businéssmen and rich persons.

13 26 hrs,
[MR. DEPUTY SPRAKER in the Chair}

MR DEPUTY SPFAKLR : May [ draw
your attention that the Bil} is confined to the
question of validating certain proceeding and
not the whole question of tax evasion,

SHRI D. K. PANDA : 1 draw the atten-
tion of the hon Minister to  the fact that
where any thing comes before the Supreme
Court or before the High Court then only
such a Bill will be introduced to validate
particular praccedings. If that thing goes on
caztinuously then there will be no end to 1t.
Becatse as 1t has been evident from the past,
several such Bills had introduced and several
Adts were loft with lacunae that the big
capitalists and rich persons evade the tax.
So, the Income Tax Act has to be drasti-
cally changed so as to dcal sternly with such
persons who are evading tax.

MR, DEPUTY-SPEAKER : The Minis-
ter has said that the whole Income Tax Act
will be looked mto afresh,

SHRI D K PANDA : My friend in the
ruling party, Dr. V. K. R. Varadaraja Rao
has categorically declared that this Govern-
ment is lacking in declaring a specific and
definite policy as to how to deal with these
tax evaders. That is why here again in (b)
“No suit or other proceedings shall be insti-
tuted against the Government or any other
persons or authority whatsoever on the
ground that any such act, proceeding or thing
was not done or taken in accordance with
law.” Now, here again ‘‘something dose
either on behalf of the Govérnment or on
behalf of that Board”—that is not there.

Having'had some experience of the
practice of income-tax law in cortain appes)
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matters, 1 can boldly say that such lacunae
are left, whether deliberately or not, ‘The
reason might be that this Government is
wedded to the interest of the capitalist class,

1 want to be very categorical on this
point and say that Government should take
comprehensive steps and form a committes
to discuss the legal aspects of this matter so
as to bring about a thorough change with
regard to thc Income-tax Act.

Not only that, there are connected

Acts also, which have to be changed.
This is not the whole Act or the
whole proceedings, Scveral Bills  have
to be introduced. Instead of doing that,

in view of the Bhoothalingam Committee
report, the Direct Taxcs Inquiry Committee
report and reccommendations and of Mr,
Kaldor, an Furopean expert, who has pointed
out that Rs. 350 crores of income-tax has
been cvaded by these big business and other
rich class people, in the Parliament 1tself et
there be a commuttee comprising of different
persons who have got the acumen and cx-
perience in legal direction to change the law
completely and drasticuly so as (o deal
sternly with suzh persons who are tax evaders.

Then, there is the reporied allegation —
it is widely rumoured; 1t 15 in the arr—that
some of the Members are also in  huge
arrears. Sir, charity begins at home, Let
us set up some 1deal so that we can deal with
such persons outside, Therefore, a Bill can
be introduced so that under the people’s
Representation Act, section 7, it is a disqua-
lification and such Members, who are in
arrears and who have not paid their arrears
of income-tax in spite of notice, could be
dealt with, A period of six month should
be given and if they do not pay and obey
Parliament, they should be declared as dis-
qualified to continue,

In the Income-tax Act there is absolutely
no penal provision. At present the penal
provision is only imposition of a penality of
some amount of money. It is only the
middle class and some few rich people who
are attacked and on whom some penalty ig
imposed To deal with the real tax evaders
who are evading huge sums and are cmling'
black money, thers must be a penal provi~
sion. They must be declared criminals
in first roynd and throughout™Swdia iPrrust be
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publicised If within a period of six months
they do not pay, they must be sent tn prison

So, while accepting this Bull, | hive given
these suggestions so that they could be nept
1 vicw and future legrla 1on could be made

*SHRIJ M GOWDIR (Nilpurs) Mr
Deputy Speaker Sir Twould fike to say a
few words on The Central Board of Dircct
Taxes (Vihidinon of Prowceaings) Bill, 1971

Sir, the basic reason tor inuoducing this
Bill 15 that powcers of the ireet 1axes Board
have not been well dufined and the prior
approval of the Government had not  bheen
taken by the board for re-issessment of
meome which had  esciped  assessment
During the pertod from Juae 1964 to July
1969, the Chairman and the Mumbers of
the Boud had been functiomng in ceriam
respects without the prior approval of the
Government and  as a result the 15sue was
taken to the court of hiw  With a2 view to
vahidating the proceedings of the Board
during this period, this Bill has been intro-
duced by the Government

Sir, for five long yeirs, the Board of
Direc Taxes his been acling stio motu
though the Rule 4 of the Central Boaid of
Direct Taxes (Regulation of Trainsaction of
Business) Rules, 1964 sp cfically provided
that the previous approval of the Cuntral
Governmeni should be taken  How did the
Chairman  of the Boaid and the Members
function when they knew all the while that
they had to take the pievious approval of the
Governmen! of India ? | would say that such
important 1ules aie not eistly understandable
to both the Officers and the assessees althe
That 1s why the Goverament are often placed
m such a predicameat of coming before this
House with such Bills  The Bhosthalingam
Commi tee nits report has given many
tllustrations  of such rules which confound
the mtelhgeace of the people concernd The
Commiltee has mide recommend itions in
this regard that the rule should be clearly
and simply worded so that they my be e1sily
comprehensible to the people and also there
may be no complications wn the 1mplemen-
tation of rules I request that the Govern-
ment ghould implement the recommen-

—
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ditions made by the Bhocthalingam Com-
muttee 1 this respect

I do not for a moment say that 1t 18
wrong to re assess the mcomes that esciped
earlicr detcction  The evaders of income tax
<iould not allowed to go scot-free  But
the Boraid of Tixes should have strictly
observed the rcquiuemen s of rules, specially
when the Board has very fughly paid officials
10 assist 1t

I muw bhe pernutted  to state that the
purpose of the Bill is mercly to white-wash
the unpardonable lapses on the part of the
Boud and the Govermnent  Whenever the
Govirnment find themselves 1n soup they
scek the protection of this House  They
must 1 ilise that not only the valuable tyime
ot the {louse 1s wisted in such legislations
but also bubl ¢ money 15 squandered Here,
1 would say thit the Gevernment must stop
at once the tendenwv to criticise the

courts of law The Courts of Law
do nothing but interpreting the rules
framed by the Government and mn the

interest of jusiwe dand fairplay wherever
there are procedural infirmities, they seek to
highlight them  They always go by the
basic requirments expected of them | don't
think they can be found fault for judging
the 1wunie m the tramevork of rules and
regulations | would hke to impress upon
the Government that they should not allow
these kinds of lapses to recur frequently
Finallyl would suggest that the Income tax
rules should be made eisily understandable
both to the Officers and assessees

sft e, A A (FUE)  IAEAA
7@y, ag st dzq @1T T EEWEE
iww (dfrema as wdfew) faw
star gy 2, 37 & ¥ faAg 4§ FT @
g Agwarg % za 9% ¥ v
Fr o A war §, faw w1 g
Qar & g swiar ¥ snar fonergs ol
W%, afeq o geq Igvg @ 2 G
wfs afk dgp DE A TR

iRy ® Ndfen ¥ dfedga & fodr
TaddE Fiw sfea 1 aquie gy 4

*The onginal spegch was delivered m Tamil,
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oY 9 1964 § 1969 a% FqY gy fadfh
wg maiaz faesh g w12 & wefwar
#1 ¥g g} a7 IT N 7GG ¥ ag gOA
X § wf  ag adtw 9y dFew §
gt 1 ¥ 1 99 F aE T A1 3,000 T
femfaz s ftamar &t af &1 Saw
afrefae #1 fore sifer ot 34T [rfgd

trar foer & 1 ¥fyw oxg veg AT
Frwdae n AN frar & 1 39 &1
w17 a¢ & {5 ot gewd dvq wr anfoew
¢ 97 71 gred g9 @I &, W gA-
wiq WA w5 oww aw AL g
2 &7 IATHT 7 | Y g7 dF 9F
HNoar Hwad oty g F oF
waade mfdnye & o fedl #, aiEn-
vz y faw «wedr § fr 39 &1 dfsdma
fear A 1 1964 F 1969 aF =T N
# To 71 98 f3mr 1 59 &1 O s
gy FAWIAT AT 1| AF YA AP
fesrengsm gar § fr gast dzo nadae
¥ qefnwm &0 wifgr @, dawg A
Fifgd ot 1+ & Sl Sgar & fF oang X
daqw 74y agt feur 91 ? =W &F ey
T FAGIE § g ave ¥ evd @
wflw o7 ofeds 1 49 = w3 ¥
fo ? o A%® &1 9 FAgerT Par ¢ 3w
& ol s feqifaam 2 P g S 0o &
wiaw & 33 wg fear 0

gEHFEN AT g} Ndg ¥ N
#faa fen & 3= ¥few qv @ w1y
FFL T, T AR F N foar @

.

““Notwithstanding any judgment,
decree or order of any coury
tribunal or any other authonty,
no approval, declaration, determi-
nation, recognition, directior, in-
striction, potification, order or
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rule, or other thing or action given
made, granted, 1ssued, done or taken
or purporting to have been given,
made, granted 1ssued, done or
taken by the Central Board of
Direct Taxes

g WIAT FT HI9Y SaR vy ¥
I frm 34 fax ot N qeEe
W NEAT I fam va wfwg @
afle ¥ 7% T AETHal ¥ SO 1 8T 9%
W 7 TER § AT Aqrq 33 @ @ )
qrEA T A smaE § fF s@ w0 ag
g€ F1E X AT AT FAx A g4l
qifsgiye & g oty 9rAT & AT e
& T oY st q97 A0q7 § IAF A
fear oy o W FFF § IAR WU
oo, R AN R T AT ¥ g A1
qifearie &1 §7A9F GTALSAT 3T TE
iTiam g 7§, wAAT 9w &
A I gAT A T dewH g
sfrq Rz o fadl 1 avr am
fasy & @ sv s F faodA
HAGTT AT, YE AE ¥ gEwy
afaq Fvar o7 frdmifeea ghee frat
s w1 391 S1F A § ) oY o meE @
¢ A wiy fredfaza ooz S oy adf
T & Afe gawr o Fedfeer
THAC 2T q1gd T Av 1964 ¥ 1969 aw
st awfaar g€ § 97 o aaf siwar igd
21 & g9 gug mEd 1 AT Awr w7
wrgar g, waw favig & g A wgar
g

o 89 uheRe foar g, gAm wiw ¥
# g7 s€m )

SHRI DINFSH JOARDER (Malda) : In
thns Bili there 1s nothing very important or
serious to dilate upon 1n as much 1t envs
sages only that certain proceedings of the
Central Board of Direct Taxes should be
validated so (hat jt may not come mn cop.
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frontation with the judgement of the Delhi
High Court, in conaection with the case of
Shri R, Dalmia ys. Union of India and
others,

But the opportunity that led this case
to be brought to the High Court is one to
the functioning of the Board itself
and the members of the Board. It is only
due to such functioning and the irresponsible
and hazardous activities of the members
and Chairman of the Central Board of
Durect Taxes that gave opportunities to the
Capitalist Dalmia group to bring this to
the High Court and also these activities gave
opportunitics to the tax evaders and the
capitalist monopolists to frustrate the tax
provisions and the tax rules that are
enforced in the country and thereby the tax
ovaders and the monopoly capitalists are
taking opportunity from such activities
of the Board and the administration of the
Central Revenues Department and that is
why the activitics and functions of the
members of the Board of Direct Tax's
should also be discussed in this conncction.

It is the order, and this has become a
practise in the administration of the Board
and also in administration of the Tax
Department, the Revenue Department,
which give encouragement to tax evaders
and the black~-marketeers to accumulate such
a huge amount of black money, and now,
to-day, about Rs. 1000 crores has become
the outstanding figure of unpaid income
taxes, and these are due to non-payment
of income taxes by big business houses like
Birlas, Dalmias, Jains, etc.  Similarly,
there are unaccountable number of tax
evasion cases and there is also the problem
of black money, and all this has created a
problem in our country that the black
money is now runsiog parallel in compitition
to the white money, the regular currency, in
the country, No stringent efforts or strong
measure have been taken against such tax
evaders or accumulation of black money 8o
far by the Board of Reveaue or the Central
Board of Direct Taxes or the Finance
Department itseif.

In this context I would like to submit
that this sort of activities and functions
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should be thought of once again and strict
measures should be taken and if necessary
the entire legal structure and the statutes
should be reconstituted and a new law
should be enforced so that these arcars of
taxes may be recovered and black monecy
seized. The reason which necessitated
bringing forward this bill, namely, the
irresponsible and haphazard activities of
the members of the Board should also be
condemned and censured. I would request
the hon. Minister to take these facts into
account and, while not opposing this Bill,
I would request that some sirong mcasures
should be taken to check and seize black
money and arrears of income tax should be
realised and you should also see that the
functions of these Boards are discharged
according to the Acts and the provisions
contained therein so that no encouragement
or opportunity is given directly or indirectly
to the monopolists, capitalists and the
blackmatketeers to take chance to evade
taxes and form black currency parallel to
regular currency,

SHRI SURENDRA MOHANTY
(Kendrapara) :  The Bill is unexceptionable
in its purpose, with which 1 may not have
any serious difference, But I am opposed
to certain tendencies which this Bill
reveals in an unabashed manner. There
are various lapsed and various acts
of omission and commission by the
executive, to validate which, the authority
of judicial bodies ~like high courts and
the supreme court—are being tampered with
so very lightly. I am no admirer of the
judiciary. Nor am I a grcat admirer of
the executive ecither, So long as you have
distribution of functions in the democratic
set-up where you give judiciary a particular
role to discharge and to operate within
its own ambit, it is a very serious day for
our democracy indeed if, to validate our
own wrong actions we seek to tamper with
that aurhority. The hon. Minister is usually
very eloguent, but that ampitude of his
eloquence was lacking when it came to the
genesis of this Bill, According to me there
is more than what meets the eyerin this
Bill.

»
SHRI K. R. GANESH : I have not yet
spoken,
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SHR1 SURENDRA MOHANTY : That
is much worse still. You take the House
# mauch for granted that you don't have
the necessity to spcak at all.

SHRI K. R. GANESH : 1 take the
House very seriously and that is why some-
thing which I say comes from seiious consi-
deration. You said, I am otherwise very
e.oquent, but while moving this I was not
eloquent, Thereforc I say, I have just
moved the Bill and 1 have not spoken. 1 am
sorry if ¥ bave disturbed your chumn of
thinking.

SHRI SURENDRA MOHANTY : 1
was submitting, you are eloguent otherwise
but you are so laconic when it came to
moving this Bill.

MR. DEPUTY-SPEAKER : You
wanted a better specch from him.
SHRI SURENDRA MOHANTY : Yes,

revealing all the skeletons in the cupboard.

As 1 was saying, the genesis of this
Rill is very intriguing. As the Statement of
Objucts and Reasons states, in the case of
R. Dalmiavs the Government of India,
the Delhi High Court had passed a cettain
order because a certain amount of income
of the Dalmias had ‘escaped nssessment’,
and when a subsequent notice had  been
issued for reassessment, that action had
cballenged in the Delln High Court, The
hon. Minister may kindly take the trouble
of letting this House know whether that
escape was deliberate or accidental, how it
came to ke notice of the Central Board
of Direct Taxes or the authoriizes concerned
whether they have made any investigations
into the matter, and whether the autho~
rities that werc entrusted with that job had
deliberately evaded the assessment. We
would like 10 know whether that escape
was deliberate or accidemial.  However,
afier the escape was noticed and
detected the notice had been issued by a
member of the Central Board of Direct
Taxes who had no authunty to do so.

The hon. Minister has said in the
course ©of his bref speech that during all
these five years, the Government of India
pave been giving formal or informal
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approval to various divisions of duties among
the members of the Board of Direct Taxes,
This only emphasises in what cavalier
fashion the Government had been
functioning.

The Central Board of Direct Taxes is a
statutory body created under the authority
of this very Parhament, and s functions
are well delineated in the statute. The
hon. Minister owes a teply to this House as
to why Government or the Finance Minister
did not approve of the division of duties
among the various members of the Board
as a result of which a member had to
sanction the issuing of a notice for which
be had no authoiity.  As 1 was saying, this
once agan emphasiscs and highlights how
this  Government is treating in a most
cavalier fashion the most sacred principles
and objects which we are all eager te
uphotd.

I have no quairel with the aims
and objects of this Bill, but what I am
disturbed about 1s the cavalier fashion in
whith the Government has been functioning
and how in seeking to validate s invah-
dated actions it 15 tmhering with the
judiciary.

SHRI K R. GANI'SH :
simple Bill. [t only seehs to rectify certain
procedural infirmities that have come to the
notice of the Central Board of Direct Taxes.
But the discussion has gonec on to the entire
woirhing of the board of taxes and also to
the tax arrears and various other things.

This is a very

As 1 had pointed out while moving the
Bill, the chairman of the Central Board of
Darect Taxes is empowered to distribute the
business of the board among himself and
other members in speaific cases to be con-
stdered jointly by the board. Such an order
should have the prior approval of the Cent-
ral Government, What was done was that
the chairman took the approval, formal and
informal, of the Finance Secretary.

SHR1 SURENDRA MOHANTY : Wes
it formal or informal ?

SHRI K. R. GANESH : 1 have
cated that already,
agair,

indi-
Let me read it out
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SHR' SURENDRA MOHANTY ; I am
not asking this question in a spirit of
partisanship. I would just like to have in-
formation on one point, can he define what
is informal approval and how it is distinct
from formal approval ?

SHRI K. R, GANFSH : In exercise of
these powers, the chairman had from time
to ume distributed the business of the board
amongst himself and other mcembers but
some of these orders were passed after
obtaining only a formal or informal approv-
al of the Secretary, Ministry of Finance,

Sir, this is a procedural infirmity that
the erders of the Central Government which
moans the orders of the Minister were not
taken and orders of the Finance Secretary
were taken. It was found out by the Board
and it is what is sought to be rectificd,

It may be said that it is a lapse, but it
is not a lapso in the direction of belping
somebody, it 1s not a lapse mn that direction
of all the cases that the hon. Members
have tried to make. It is, of course. a pro-
cedural lagse and the hon. House has cer-
tainly a right to ask that when the rules
were very specific that the orders of the
Central Government were to be taken, why
this procedure was not gone into, But it is
a lapse which does not vitiate any proceed-
ings which the Board has taken,

You take this particular case of Dalmia,
After all it is the Board which authorised
re-assessment. The matter was before the
Delhi High Court and the Delhi High
Court considered this and on the basis of
this procedural defect, the assessee was given
the benefit,

The basic point is that the re-
assessment of the income was authorised by
the Board, a Member of the Board and in
pursuance of this duty, certain defects were
found, Therefore, Sir, as I told, this isa
very small procedural infirmity which this
Bilt tries to validate because it will involve
a large number of cases, A considerable
amount of income is involved and it is
necessary to validate all the proceedings
that have been taken only for the specific
Purpose that wherever this defect has been
there, that defect should be removed.

. sorts of things.
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Sir, the hon, Members have, of course,
gone on to the larger questions of various
other things. Shri Panda mentioned that
this is a piece-meal attempt to deal with
the tax evaders, This Bill does not deal
with tax evaders ; it deals only with re-
moving an infirmity that has been found in
the procedure. It is not that in the assess-
ment of cases or various other things that
are there, which the hon. Members have
mentioned, the Board can be criticised on
that.

Some hon. Members, Sir, have also
criticised the irresponsible actions of the
Chairman  of the Board and ell
1 do not want to go
into all these things, but it is nccessary to
sce that this particular piocedural defect
that was found out was only a defect of
technical nature and this should not be used
for an attack on the entire working of the
Board.

The entire question of tax arrears and
various other thinas have been discussed in
this hon. House. Only the other day, the
Finance Mimster mentioned that the evasion
is a serious matter and it has to be tackled
in a vigorous manner, There is no doubt
about that. What the Department itself is
doing, it is also necessary that that should
be brought before the hon, Members.

If you take the tax arrcars, from 1964 to
1970 there has been a continuous increass in

the realisation of tax arrears. The collec~
tion of taxes arrears is :
1964 65 —_ 59.94 crores
1965-66 — 63.85 crores
1966-67 —_ 62.76 crores
1967-68 —_ 100,52 crores
1968-69 -— 110.52 crores
1969-70 —_ 129.75 crores
1970-71 — 159.61 crors
*(provi-
sional)

Therefore, this aspect has got to be kept in
mind that there has been a  codtinuous
incTea® e se
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AN HON. MEMBER : What abomut
tax arrears 7

SHRI K. R. GANESH: We have
supplied all the facts that you wanted ; no
facts have been hidden, If he asks me a
question like this, 1 will not be able to give
an answer off hand, What I was trying to
say was from 1964 till 1970-71, there had
been a continious increasc in the collection
of arrears.

14 s,

The arrears were estimated at Rs. 1,000

crores. This is mnot cornect, As on
31-12-70, the net airears are Rs, 56573
crores. Hon. members are confusing the

gross demand with the net arrears. The
gross demand is Rs. 731 54 crores and tre
net arrears Rs, 565,73 crores. Of these
quite a lot to be written off. Some relate
to persons who have left for Pakistan, to
Indian 1egistercd companies which are n
Pakistan and various other things—1 have
got the details here but i Jv not vish to
take the time of the House on them, My
only intention in saying this is that it 1s a
matter of genuine concern to us that such
large arrears have accumulated.

SHRID. D. DESAI (Kaira) : Scveral
times such demands are made on an
arbitraiy basis and they are also included in
this figure. Unfortunately, it gives a false
impression to membeis here.

SHRI K. R. GANESH : That is one
difficutty. There are so many procedures
so far as income tax laws are concerned ; it
takes a lot of time for the department to get
through all the hurdies Speaking yesierday
on the Appiopriations Bill in the other
House, I expresced my personal view that
the taxation laws ure hcavily weighted in
favour of the assessce. Thilc are various
procedures through wh'ch the machinery has
to go ; there is the Appellate A«stt. Commis-
sioner, there is the Appellate Tribunal ; on
points of law, the assessee can go to the
High Court and the Supieme Court. Over
and above that, he can take advantage of
art.226. 1 am told in ome High Court
alone, thete are 800-900 cases pending on
this score, *
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This is a serious problem, The Finance
Minister mentioned this morning that in the
context of the huge problem of resources we
are facing with the Bangla Desh refugees
ncreasing every day, it is necessary to see
that all these arrears are realised in the
shortest possible ume. It is also necessary
10 creale a chmate against such social crime
in the country. The crime of tax evation
should be considercd on par with other
social crimes, It is also necessary to have
a sccond look at some of our laws to see if
more deferrent and penal provisions cannot
be incorporated. As 1 said )esterday, our
resources position is bccoming tighter ; with
the narrow tax base we have and the expec-
tations of the reople rising, with the need
of more resources becoming urgent, we have
10 genciate the neccssary resoulces in the
mcst ¢ffcctive manner and shortest possible
time. 1 Commend the Bill,

MR. DIPUTY SIXAKER. The guestion
is :

**That the Bill to provide for vahda-
tien of certaim  procecdings in
relaticn e durect taxes and for
matters connccted  therewith, te
taken into consideration.”

The motion was adopted

MR. DEPUTY-SPFAKLR : We shall
now take up clause-by-clause consideration.

Clause 2 (} alidation of certain proceed-
dings)

SHRI R. V, BADE : | move :

Page 2, after line 11, insert—

‘‘Provided that this section will not
have any cffect on the pending
suils or appeals or proceedings in
any Civil or Revenue Court or
High Court.”” (2)

1 just want to explain this amendment
In clause 2, it is said, *Notwithstanding
any judgement or decree...” etc. If the
judgemmnt or decree has already been passed,
then it is all right. But if it is pending in the,
Court, it is sub judice, and then this pro-
vision will not be made applicable, because,
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here the language of the clause is like this.
In the case of decrees passed or judgment
already delivered, then, of course, 1t will
have effect. But if it is pending alrecady 1n
the court, this enactment will have no effect,
That 1s my point in this amendment.

= mfer g (2feray-faeadl ) guteas
7Ry, gz &g weaqt f@w &
afy ¢ @faw afomaws &1 @R
St mraew § sad wfa wEr wae
F g7 WY zar %8 951 § fr ag oW
arrw & sfwar £ qfe €, g7 A
safga ®1 #q% AW 0@¥ e =Y
a s xfed @gigdr 4 W feaw
AT srafuar aw g%7 9, 1@ foqg ga
AR 1 AFC A9FHT AT farErd
&) YU F7 W@ E

T GHIR FIAANT G207 A e Y,
7S ¥ &g 5 ot 37 a3t ax  ararag
& ama qfer ¢ sz gt fag g%
gl E1ETIE, I F g afww A
wfew 7 faar o ) ofsq & qg gawar
g & sta ot :1% v mAA W Wy, A1
3w AAY A gT F0 gy Wz o gret-
fr ag <t aranrg-at 7 fe 4, fea
qqr A WA ggey &1 ghor Ur ww
g g (e @ Fau-z¥ed oo
A EE ¥ GEAEIA HT AT G,
FTH W AT W A § 1 TG
aTed &t ag Afa @ fs marw A
M § &) dFg-A7 §, SAFT WA &Y,
SR F1 98T gAA HWY AT AW § |
& amiedl ¥ IR ¥ @ 59 TG FE A0
g ofex samn savg sgar =EAr £ v
afe #t§ grareor 7 fr g s A1 9eg WY
wafe # 9z @t wifgy, aaw g 3
fr ag samr &g &4

Syreqer W, & @ fas w1 gw-

4% wear § e wigar g o wwT oF
weNYfran faw o, frad fe sl w1d
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wfasg ¥ 7 fe 7 @ wa—sfE gT-
TiErl & 19 qg7 v DY g, R
ghay a4 fremr §A g @
fretgt @aT FWIMI F QIIEA
a7 Wiz § f@d % % we-
gfuFTd, 7T TAWFEY, ITH FATGT
¥ atedr 72 AR §, SN Aoy awfaa
e g, fray ag dam AT ge oy § o
oy« gasrar fs 560 O3 wqar
Zeg agmaT & | EA @Y I 9T 3@ @
&7 TuAr §, @Y % ¥ ghafs § sA
QTR FUATE W Y T T 87 9%
saraT &nar ¢ 1 98 @iw  fer  wgredt
# iy go, fzarer fAFed gu, e @&
9 % 7Y ag 9 wiar § 1 gafag 9w
f5 a1 & gfrnd 4 a4 3
H9A FFTAAT AT MG H1 0® wfy-
w17 &, faak 34 F grq qoiga g1, afs
Mg T, a3 eTH U A GT AR |
a7 aga aft  fardErd —dar 5 it
ot &Y § FEy, daar T &7 A gEIR
araq §—ag favge 8 T 2,39 &
Fiza pmt W OR Az R, Ay wwa §
2ag &Y w1 v ) ggA &1 /@
& & quad &, foad da 9T gwer @
DT 2, QN F L eF AG 1 Svw WY
A 71 sakfam srdw A @AW 9rg,
gmisr ¥ Oy aufga &Y gowg A4y &gl
arfen, afew sosl fweas adg v
w1 & ) ag e § o ds WY
N F@ § 9T w1 foswaw fear
Aty asr  faee ot @t W
g% ag g WA & §ar g agf

gt war §, ewfaat o W W
ge a@, agd ¥ WX W @w
I §, oY W uwEr 9w, IEk

a9 g sdag Y wfgy | g @
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& fawrr var wmq Fqa Wfer &
daw 9 & fAws @@ TETR @,
fo famrs Sqar 4 gag) Al g9 7
AaT B, a7 TG UAY &Y WMy @A

SHRI K R GANISH  The mend
ment of the hon  Mumber 18 not weeptible
because 1t will defent the very  purpose un
durlying the Bilf I wish to clari{y his doubt
1t may be munuoned that the procuedings
which are punding before the appcllate wth
orities courts on muters other than rele
vant to the vahiduiy ot the action tahen by
the income t1x  department on account of
the procedur if irreguluty will not b ad
versely affeeied by the mojosed  kgsshition

MR DiPU1LY SPI AKIR
put the amendment of Mr
vott of the House

1 shall now
Bude to the
Amendment No 2 was put ard ncgutned

MR DEPUTY SPFARIR
tion 18

The que -

“Ties Cose 2 stind part of the
Bill

The motion wa adptcd

Clause 2 wus addcd to the Bill

MR DEPUTY SPLAKI R
18

Tue (Lestion

“That clwse | the Lnactng For-
mula 1nd the Litde siand p ut of the
Bill

The motion was adopted

Clause 1, the Fnaeting Iormula and the
Title wére added to the Bill

.
SIIRIK R GANESH Sir I beg to
to move

“That'the Bull be passed

St. Rsn re Mysore State 84
Elect Board

MR DEPUTY-SPEAKER The ques-
tion 18

“That the Bill be passed **

The motion was adopted

14 12 hrs

STATUTORY RISOLUTION RE
MYSORS STATF LLFCTRI-
CITY BOARD

THF MINISTIR O STATF IN THE
MINISIRY OF TINANCEL (S8HRI K R
GANESH) St | beg 10 move the following
R¢ olution

¢ Whereas i pursuince  of  sub-
scetion (3) of sewhwn 65 of the
Lice rieity (Supply) Act 1948 (54
of 1918) 1he Government of
Mysore his with the approval of
the Mysore Ligishinve  Assemby,
fined undet tts Order No PWD-—
100 1118 69 dated 15:h November,
1902 ¢ -~uXimum mount as
rupees fitty crores lor the purposes
of sub scct on (1) of the said sec-
uon 65 wuh effect  from the
10th Scptember, 1969 |

wid Wheress the  Government  of
Mysore proposes to raise the afore-
satd maiximum amount (o rupees
suventy flve crores |,

And Whereas the Mysore Legisla-
tive Assembly has been dissolved ,

And Whereas under the procla-
mation dated 27th March, 1971,
1ssucd by the President under
ar ik 356 of the Constitution, the
powers of the Stite Legislature are
exerusable by Parliament ,

Now, therefore, 1t is hereby
resolved that Lok Sabha do accord
appioval to the proposal of the
Government  of Mysore to fix,
under sub-section (3) of section 65

of the Electnicity (Supply) Act,



