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.::',. {Mr. Cblliima~] 
oil be will try to persuade tbe State 
,Government, as Mr. Fernandes bas pleaded 
to grant interim relief to the Government 
employees of Mabarasbtra. Primarily, it is 
a matter for the State Government, I bave 
also written to tbe Chief Minister of Punjab 
and Haryana to grant interim relief to tbe 

·State Government employees, because, now 
.dlat tbe Central Government bas done it, 
it Js very desirable that the State Govern-
ments must follow suit. I request Mr. 
Partbasarathy to bring it to tbe notice of 
tbe finance Minister. and also the points 
raised by Mr. Indrajit Gupta and Mr. 
Vikram Chand Mahajan, to ministers con-
· cerned so that if sometbing can be done, 
that ougbt to be done. 

Now, tbe House will take up furtber 
dilcussion of the Taxation laW! (Amend-
ment) Bill. 
1443 bra. 

· TAXATION LAWS (AMENDMENT) BILL 
(Contd.) 

SHRI HIMATSINGKA (Godda): Mr. 
'Chasrman, Sir, tbe various Finance Minis-*" have promised from tIme to time tbat 

: Reps would be taken to rationalise tbe In-
:come-tax provisions and they will try to 
,avoid tbe annual ritual of introducing 
· cbanges alld alterat ions in the Act. Now, 
'every year, certain provisions are altered as 
a: result of wbich tbe books that are pur-
Ohaacd tbis year become absolutely useless 
DOltt year, and the people do not know 
what tbe provisions of the law arc wbich 
.they bave to follow, because there are so 
.many changes sometimes twioo in a year. 

This Tamtion Laws (Amendment) Bill 
is an attempt to rationalise some of tbe 

'provisions and to SOme extent tbe provisions 
· tilat have been recommended by tbe Select 
Committee go a long way to remove some 
of tbe difficulties tbat were being felt in tbe 
'_Iter of tamlion. Tbe provision for 
amortization certainly will be a useful 
one, but I do not see any justification for 
Ilategorisation of items wbicb may be taken 
jato account in fi,ing the amount; tbat 

';ibould be left to tge officers to decide in 
.~ particular case, dependinll on tbe kind 
,ofmacbinery or kind of industry or practice 
;1\181 i. prevaieDt and all these thirlgs, It 
Gould be done. But if you eatClOries 

certain' items, tben tbey may not and tbey 
necessarily will not cover all tbe items In all 
tbe cases. Tberefore, I feel instead .of cate-
gorisation of the items, it sbould be left to 
tbe discretion of the Income-tax Officer. 

About sbifting of macbinery from one 
State to another, tbere was a provision In 
tbe original Bill whicb bas been now drop-
ped on tbe assnmption tbat tbe sbifting is 
intended to avoid certain laws of a particular 
State. That is not so. In certain eases, 
a factory in a particular place becomes un-
profitable and unproductive. In tbe case of 
some 5ugarmills in UP and Bihar, tbey are 
so closely placed tbat tbey do not let suffi-
cient cane, Tbey can sbift tbemselves oilly 
witb tbe permission of tbe State Govern-
ment. Tbey cannot do so if the State 
Governments do not agree. Tberefore, that 
provisIon sbould bave been allowed ta ro-
main. Evea now an amendment, tbat bu 
been given, sbould be 8CC"epted. In any 
event, if some party wants to sbift from one 
place to anotber in tbe same State for 
reasons of safety, stability and otber con-
veniences, they sbould certainly be permitted 
to be done. 

Coming to penalty provisions, as a law-
yer you koow Sir, tbat v,rious provisions 
in tbe Income, tax Act, Wealth-tax Act and 
Gift· tax Act provide for various penaitles 
for committing tbis tbing or tbat tbing and 
wbat not. If a return is filed a few day. 
late, tbere is a penalty. If tbe wealtb-tax 
return is not filed in time, tbere is a penalty 
of balf a per cent on the total wealtb of the 
party per montb. There are so many 
penalty provisions. I feel tbat some step 
ebould be taken to rationalise them, so that 
tbe Damocle's sword tbat hangs on the 
assessee. and wbicb is always available' to 
corrupt officers to influence tbe parties to 
fan in line whb tbeir wiebe., will ,0. Some 
steps sbould be taken to rationalise tbe 
penally provisions in various tax laws. 

I also find tbat in tbe provision tor 
,transfer of propearty by an individual to the 
Hlodu Undil'ided Family, tbe HUF h48 
not been treated properly. As a matter ilf 
fact, the various tax laws baVe the effect 
of breaking up t be H UF to a very Jarp 
extent. Practically, 1be Hindu Undivii:l~ 
Faoilies are brnkingup Under the Pre.liii. 
of the tu laws. Now tbiI provisioD 11M 
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been introduced about cbarging tbe 
transferor for tbe income in respect of tbe 
propeny transferred to tbe H UF in bis 
bands. As was explained so ably by Mr. 
Dandeker, tbat sbould not be done so long 
as panition does not take place and an 
attempt is not made to transfer tbe income 
of tbat property again to tbe transferer. If 
tbat is done, tb.t will meet tbe point and 
at tbe same time tbere would be no loss of 
revenue to tbe State. 

Similarly, tbere are certain olber 
provisions wbicb need to be looked into 50 
tbat tbe difficulties tbat are being 
experienced may be removed. 

[ also feel tbat it is quite good tbat 
non-corporate asaessees wbo want to take 
adwnt.le of tbe provisions sbould file 
audited accounts. Tbere is no difficulty 
in tbat. It is. necessary provision. 

Tben, in regard to tecbnicians, tbe 
period bas been reduced to 24 montbs but 
tbe maximum amount tbat is permissibe 
to be paid to tbe tecbnicians wbicb is free 
of income-tax is Rs. 4,000 wbicb will not 
be regarded as sufficient by any good 
technicians, real ellpans, wbo are expected 
to come bere from a foreign country to be 
in tbis country for a period of two years. 
1 feel tbat tbis sum sbould be increased to 
at least Rs. 7,000 if not more. Witb tbe 
present value of tbe ru pee, 1 feel RI. 4,000 
will not be very attractive in tbeir eyes. 

: So, it sbould be increased. 

Tben the steps tbat bave been taken in 
respect of cenain provisions for rationalisa-
tion need to be taken in respect of otber 
provisions also so that tbe assesseeS and tbe 
department will know how t be matter 
stands and tbere will be mucb less difficulty 
in complyinM with tbe provisions and 
revenue will also benefit because people 
will feel a lillie more secure tban what 
they feel now. 

SHRI N. K. SANGHI (Jodbpur): Mr. 
Chairman, Sir, we are disccussing the Tax_ 
ation laws (Amendment) Bill witb a view to 
furtber amend tbe Jicome-tax Act, 1961, tbe 
Wealth-to Act, 1937, tbe Gift-tax Act, 

1958 and tbe Companies (Profits) Surtax Act, 
1964. I had the privilege of being a member 
of tbe Select Committee. The Finance 
Minister then was the Prime Minister and 
tbe Minister of State was Sbri P. C. Sethi. 
Thereafter, wben tbe deliberations of tbe 
Committee concluded this portfolio bad been 
taken over by Sbri Cbavan and tbe Minister 
of State Sbri V. C. Sbukla and tbe Deputy 
Minister is Sbri K. R. Genesb. I feel it 
was all the more necessary that tbey sbould 
have been here today to bear tbe pointa 
that are made because tbey were not a 
party to the evidence and tbe formulation 
of proposals by tbe Select Committee on 
tbis Bill. However, 1 bope these points 
will have their consideration with a view to 
bringing certain amendments which are 
still required to be accepted before tbe 
passing of tbis Bill. 

To take a proper stock of tbinls we 
bave .0 go back to tbe bistorical background 
of tbis taxation legislation. After 1860 we 
bad tbe 1922 Act whicb continued for a 
period of more tban 40 years. In 1961 wben 
be present Income-tax Act, \961 was 
passed; it was hailed a8 a piece of most 
wonderful legislation to solve a II tbe 
difficulties of tbe assessees in tbe country 
But I am sorry to say tbat witbin a period 
of less tban ten ) ear. more tban 400 
amendn-enls were brougbt to this Act, 
many provisions were added, many amend-
ments were brougbt in aod many pans 
were omitted with the result that with tbe 
passing of every year tbe la w bas become 
mOre and more cumbersome. In 1961 wben 
tbis Act was brougbt into beiog GoverIDent 
bad given tbe assurance tbat wbenever tbey 
being in any cbanges in tbe taxation law 
it would be by a separate legislation. Tbe 
same assurance was reiterated by tbe 
Deputy Prime Minister and tbe Financ. 
Minister, Sbri Morarji Desai, during bis 
speecb on tbe Finance Bill 1968 wben be 
said tbat aoy cbange in tbe taxation law 
would be brought in by separate legislation. 
But in the Finance Bill, 1970 many taxation 
laws were cbanged, but not tbrougb a 
separate Bill, and 1 am sure tbis is goioa 
to create many legislative difficulties. Here 
1 would like to quote a very important 
saying. Mr. Justice J. C. Sbab, a present 
Judie of tbe Supreme Court, in one of the 
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[Sbrl N. K. SaDsbi] 
seminars on taxation, had tbis to say on 
our income·talt law: 

"I cannot resist tbe temptation of 
pointing to one major cause: 
ill·drafted, ill·conceived and slovenly 
acts, rules, regulations, orden, 
direcatons and circulars wbich are 
poured out in a continuous, and 
ever· increasing stream. Tben, tbere 
ia little appreciation of tbe true 
proportion of tbe problem, no 
conception of wbat is needed to meet 
it and tbe remedy thougbt of in a 
burry and carried in the enthusnasm 
of a momentary stimulous, 

..... bas to a larae degree added to 
tbe work of tbe Courts and tbe trio 
bunals. Hardly a day passes when 
tbe courts are not confronted witb 
problems wbich become difficult nf a 
solution because of vagueness, inconsi. 
teney or sbeer inaptitude in draftinl." 

Tbis is the real problem of tbe present in· 
come tax law. However, it is a matter of 
great satisfaction tbat tbe present Bill wa. 
brougbt to this House as a separate price of 
legislation and sent to tbe Select Committee 
and more tban 80 memoranda were presented 
to tbs Select Committeee and bundreds of 
people came to give evidence and a vo:u· 
minious work was done before the Bill wa, 
finalised. After so mucb of evidence and 
so mucb of bearing and discussion on tbis 
maller, wbat we find to·day is tbat tbe Bill 
brougbt before tbe House is a fundamentally 
changed Bill. Many of the clauses wbicb 
tbe Ministry brought in originally bave to 
be given up. For e><ample. legislation to 
bring in a new scbeme of recognition of 
firms instead of firms was completely given 
up by tbe Ministry and the Direct Taxes 
Board. Tbis is after bearing tbe volumi-
nOus evidence of tbe people and tbeir re-
presentatives becausc tbe wbole idea of 
simplifyina the legislatton was completely 
lost by tbe new scbeme of recognition of 
firms tbat it envisaged. Tbis is bow things 
bave bappene<:l. Not only tbis, a lot of 
fundamental cbanges bave been made in tbe 
Bill. For example, in tbe Hindu Undivided 
Family. Tbis piece of I.gislation that is 
suppoacd 10 be brouahl is to tax the income 

tbat an inividual earns and tbrows inlo the 
botch pot or into tbe 'oparceners' propetty 
In tbe band. of tbe traaaCeror, 
Tbis is really to 1101 tbat il goes to 
tbe very rool of Ibe Hindu law. By pro-
vidinl sucb a legislation we are corroding 
tbe very basic idea of tbe Hindu Undivided 
Family. Tbis system is continuinll for centu-
ries. In connection with tbis tax legislation. 
I migbt exemplify my point : for example, 
tbe law regarding giving permission to a 
person to adopt a son. You say 'you can 
adopt a son but we will not be able to give 
tbe benefit of a son to you.' Tbis is tbe 
concept of tbe Hindu Undivided Family by 
wbicb we want t" tackle in tbis new piece 
of legislation. After wbat all bad been 
said in tbe evIdence, tbe Government wu 
lood enougb to say tbat they will not bring 
it into effect from 1965 but would agree to 
31st December 1969. Wben we bave to 
bring sucb cbanges, I think we sbould 
really take the feelinp and sentiments of 
tbe Hindu society as a wbole. Tbe system 
wbicb is continuing for centuries to·day is 
being corroded by sucb legislative measures. 
I am sure tbat bad it been from tbe point 
of revenue, tbe Government would agree 
tbat tbe amount of revenue is very little. 
Tbere was a suggestion tbat if it is to get 
some more revenue, by a sligbt increase in 
the taxation rate of Ibe Hindu Undivided 
Family tbe wbole matter could bave been 
solved. Tbis is a suggestion wbicb the 
Government sbould even consider now and 
drop tbis provision, 

IS lara. 

Another point in tbis Bill is tbe amorti-
sation of expenses that bave been allowed. 
Tbis is a very good suggestion. Tben 
the wbole suggestion bas been com-
pletely lost by putting a ceiling of 21%. 
Any amount of expenses beyond 21% is to 
be disallowed. Anyhow tbe wbole basic 
concept on wbicb tbe taxation law is based 
was tbat expenses wbich are wbolly and 
exclusively incurred for the business bave to 
be allowed. Tbat was lost sigbt of and 
tbis ceiling bas been lilted wbicb is not 
correct. 

One of tbe most fundamental cban&es in 
tbis new Bill is to allow tbe Government to 
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do summary a_memt particularly in cases 
where tbe assessees have small income. It 
was really a very good suggestion' The 
Govt. has allo been continuing tbe proce-
dure oC making summary ass_ment On 
incomes of Rs. 15,000 and below but in this 
new piece of legislation it bas been clarified 
tbat tbe Income Tax Officer sbould be 
allowed to make summary assessment but it 
also provided that be sbould be allowed to 
re-open tbe assessment any time after be 
bas made tbe assessment and re-o'en tbe 
wbole CBse. Tbis was in fact giving tbe 
Income Tax Officer to do samet bing first 
and apply bis mind tbereafter. He was 
asked on tbe one band to complete the 
assessment and tben re-open the case. I 
am so glad that in this new Bill it is pro-
vided that the officers would be allowed to 
do summary assessments but they would 
not be allowed to re-open these cues un-
less they find sometbing materially derective 
and the present provisions for re·opening 
tbese cases under Sec. 147 and 148 amply 
provide scope to take them to task. 

Regarding summary assessments, I have 
a strong feeling that in the present legislation 
we bave gone a little too far. We have 
provided certain punishment of imprison-
ment to people who have not filed tbe re-
turn. Another thing is where tbe income-
tax aseessments bave been completed where 
tbe assessments have been opend up we 
have provided 1 year RI in case they fail 
to produce tbe account books. Thi. is 
really sometbing which is not a wortbwhile 
8Olution. To-day wben you complete the 
assessment, tbe asses.ee is not pleading to 
the officer or tbe Government to make the 
summary assessment. Wben tbese summary 
assessments arc made and thereafler the 
cases are re-opened, he has not been able 
to produce tbe books you punisb him wjlh 
risorous imprisonment for one year 
wbicb smack. of a police State. In re-
venue laws wben you bring sucb penalties 
for smaller offences like nonfiling of income-
tax return, it is DOt really gains to bring 
any good relation betw .... the tax-gatberer 
and tbe tax·payer. To-day time has come 
wben we must really create a climate by 
whicb a peraon feels that be owes a duty 
to pay bis \aXel Cor the development of this 
country. Th-day we are a developlnll 

country, We bave a greater responsibility 
of bringinll social justice, economic justice 
and political justice to tbe people and it is 
for this reason tbat we bave to collect these 
taxes and this very feeling bas to be created 
among tbe people so that they may be able 
to pay their taxes legimitately, dutifully and 
without fear or favour. Tbis is the climate 
which you bave to create. 

I would like to draw tbe attention of tbe 
Government to One particular point. For 
example we have provided for cenain penal-
ties Wbat are tbese penalties? In what 
cases these penalties are to be levied ? Now 
We talk of imprisonment for non-filirg of 
retUrD. But what about a man who has con. 
cealed bis income - Rs. 5 or 10 lakhs? To-
day a person goes away with less penalties 
when be bas concealed his income but he 
bas filed his return of income. Wbere a 
person bas filed his return of income but 
bas not filed it correctly, there is less 
punishment. (Inl."uplioru-) We bave pro-
vided certain penalties, e.g, 27 (I) (c) (3) 
and also the Wealtb Tax Rules 18 sub-section 
(I) (c) sub-section (3). Now wbat is the 
penalty imposed on a person who bas filed 
bis wealtb-tax return? He says bis pro-
perty is Rs, I lakh. Tbe Department say. 
that tbe property is nOt Rs. I lakh but RI, 
2 lakbs. So he comes to tbe conclusion that 
the concealment is Rs. I lakb and wbat i. 
the penalty? The penally is Rs 2 lakbs. 
Tbe maximum penalty available in sucb 
cases i. Rs. 2 lakhs. The loss of tax to the 
Government if he bad filed it for Rs, 2 

. lakhs is Rs. 500 to Rs. 2000. Sir, you have 
to seriously consider tbis. To·day peoplo 
have properties in rural areas where it it 
very difficult to a,sess the real worth of the 
property. This is a matter of difference of 
oplDlon, To·day we find Princes who have 
big palaces and otber properly. Sir, it iI 
bumanly impossible to assess the correct mar· 
ket value of the property. They bave declar-
ed tbat these are the properlies and this Ia 
tbe marketable value, Sir, to provide for 
such penalties is 80metbins very serious. I 
am sure the Government should see Ibal 
proper justice is done to tbem and see that 
tbey understand their responsibility. Sucb 
be",y penalties bave to be done away with 
wbere difference in vaIuatioa il Ibe bone of 
contentioll • 
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[Sbri N. K. Sangbi] 
To-day in our Browing complexities 

wbat we bave seen Clom tbe past reports 
is tbat our tax collecting ClIpenses in tbis 
country in tbe last U years bave lOne up 
Crom 1.3 paise per rupee to 2.2 paise per 
rupee. To day we find tbat Wancboo 
Committee bas been Cormed to report on 
how tax evasion can he cbecked. I am sure 
one oC tbe points on which Wancboo Com-
mittee is to make out a case Cor 
simplification oC the present law so that 
the millions of people wbo are not educated 
and who are not convenant witb tbe taxa-
tion laws are also able to deal with their 
tuation mattelli in a proper legitimate way. 
To-day we talk of tax evasion. Tbere is no 
Committee wbicb can give wbat tax evasion 
bas heen. To my mind one thing is very 
clear. We bave an estimated non-aarienl-
tural Income of Ro. 17,000 crores. It io 
also said tbat out oC Rs. 17,000 crores tbe 
tax recovered is Rs. 780 crares. On the 
other side out of Rs. 15,000 crores of agri-
cultural income tbe income-tax recovered 
is Rs. II crores only. This is the disparity 
we bave to look into. I know we want to 
ao ahead witb the Green Revolution but if 
we really want to arrive at a proper conclu-
sion on what is tbe amount of tax evaded 
in tbis country, then we sbould also bring 
!lOme sort of tax On agricultural income. 
Tben only we can determine whetber what 
has heen said in tbis country is true or 
1I0t. 

Tbere are agriculturists who are doing 
all sorts of non·agricultural work also. To 
bring them to hook is all tbe more impor-
tant. It is just and proper tbat Ibis aspect 
of the mailer is looked into, so that sucb 
an income is brougbt to book and Ibey are 
made to pay the taxes. 

Tbe Direct Taxes Board make out a 
law but tbey never give a decision to its 
interpretation. One bas to go to court, One 
bas to go to tbe A. C., to tbe Tribunal, to 
the Higb Court. and to the Supreme 
Court. It was very clear that jewellery is 
not to he included in the present Wealth 
Tax Act. But tbe officers working the law 
said, "No, jewellery is included". Tbis 
matter had to he taken up to tbe judiciary 
I\I!d il W8J left to the Supreme Court to 

declare that under tbe present legislation 
jewellery does not come under tbe Wealtb 
Tax Act. Tbese are small matters, but tbese 
are tbe matters wbicb cause a great amount 
of hardsbip. We bave to create a good 
climate, a good type of relationsbip bet ween 
tbe tax-gatberer and tbe tax-payer and there 
are lot oC things which have lot to he done 
at the administrative level. 

The Income-tax Department have got 
plots of land in many cities but they have 
not constructed their oflices, they have not' 
constructed residences oC their staff. The 
department is faced with lack of buildinll' 
and proper bousinll for the staff. Tbis i. 
sometbinl whicb should be attended to. 

I thank the Government for havina 
brought this amendment in taxation law for 
discussion before tbe Select Committee and 
before the House. Government does tbe 
same thing wbenever they want any chanae 
in the taxation laws so that proper delibera-
tions can take place here, so that tbe suffer-
ings of the people can be reduced. Thank 
you. 

SHRI BENI SHANKER SHARMA I 

(Banta) : I agree with the Finance Minister 
wben he said that tbe Bill as it has emerged 
from the Select Committee is a areat im-
provement over the original. Really it i. 
and 1 must lbank the bon. Minister Mr. P.C. 
Setbi, who piloted the Bill at the Select 
Commillee stage and also tbe officials of tbe 
Finance Ministry who were associated with 
it for tbeir unftinching cooperation and 
understanding wbich they displayed in 
appreciatinl our poiol' or view and assis. 
tinB us in coming to our conclusions. 

Sir, hefore I proceed to diacllll the 
salient features of this Bill I would like to 
make a Cew general observations. I would 
endorse what Mr. HimalSingta and Mr. 
Sangbi bave said ahout tbe DCed to haWl a 
clear. unambiguous aod simplified In code. 
Tbis is tbe pressing need or the times. Not 
only tbe tall payen but the tax administra-
tors and the tax consultants have heen very 
mucb worried about tbe baphazard Browtb 
of the Income-Tax Act. I do not tbiok this 
il 10 much t he case will! Wealth Tall I\IId 
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Gift Tax Act; but this difficulty is very 
much more felt in regard to Income·tax 
Act. 

Sir, right from the days of Ibe Direct 
Taxes .... <,ministralion Enquiry Ccmmittee 
do .. n to Ihe Administlali.e Reforms 'Com-
mission, various Cf'mmittees and commis-
sions includ iDg I be much talked of Bhoodatl 
I)sation Committee were appointed for the 
purpose of recommending meaSUres .. hicb 
would belp the Government in enacting a 
clear, simple Bnd rational taxation law. But 
in spite of their valuable supgestions tbis 
has not been possible, with the result that 
every year new amendments are added 
which go to complicate matters further. I 
would just quote from the report of tbe 
Administrative RefoIn18 Commission, which 
says: 

.. A major factor in proper tax assess-
ment is a clear and unambiguous code, 
the provisions of which are not alter-
ed too often by amendments. It was 
hoped that when tbe lacome-tax Act 
was thorougbly overhauled and a new 
enactment namely the Income-tax 
Act, 1961 was paned replacing the 
Act of 1922, tbere would be stability 
in the income-tax law for some time. 
However, as pointed out by tbe work-
ing group, in Ibe years tbat fo!lowed 
Ihe passing of tbe Income-tax Act in 
1961, more than 400 amendments have 
been made creating a confusion of tho 
type wbich was souabt to be removed 
by tbe Act of 1961," 

I would humbly submit tbat in order to act 
accordinl to tbe recommendations of these 
committees and commissions and tbe repeat-
ed assurances given by the successive 
Finance Ministers on the lIoor of tbe House 
riaht from Shri T. T. Krishnamabcari 
down to Shri Morarji Desai at tbe time of 
tho introduction of the Finance Bill, 1969, 
Government should have evacted a well-
doftnod, limplified and unambiguous income-
tax law long 880. However, though belat-
ed, it was with this object that they intro-
duced this Bill. The objects of the Bill have 
been Itated in very clear terms in the State-
IQeDt qf Object. and R~ns as folio", : 

"The main objectives of the amend- , 
ment. propo!ed to be made in the 
Income-tax Act, 1961, are the ra-
tionalisation of certain proV'SlODa 
and the simplification of the procedure 
for as'Clsments and collection of 
taxes; . _ ". 

But, Sir, I am constrained to say tbat these 
amendments whicb have now been lOu.ht to 
be introduced in this Bill do not eYeD touch 
tbe fringe of the problem. Rather the, 
have further complicated the law. 

As is said in Hindi : 

As a result, we find that more compll-
cationl have been created, in as much aa 
has been taken from tbe US Act, somothioa 
from the Australian Act, and lOme-
thing from the other Acts, with the 
result tbat instead of the image of a p, 
which we want to make we are faced with 
the image of a demon. 

I am sure that aftor the Wanchoo Com-
mission submits its report, Governmeot 
would again come forward with a plethora 
of amendments. But then tbere should be 
some halt somewhere. Let the Government 
decide once for all at least for tbe DCIlt 
three years or five years. they arc going to 
give this country only such an Act, and Jet 
tbem have an experiment with it. O( 
course, I cannot stop them from action 
according to the recommendations of the 
Wanchoo Committee. wbich would be very 
valuable. But, after that, I would request 
the Ministry to take into consideration all 
otber aspects wbich they want to amend and 
stop coming forward with furtber amend-
ments for some time at least, (or God's sake, 
so that the tax-payers, the tax coDlultants 
and the tax administraton could all have 
a sigh of relief. 

Coming to the provisions of tbe BiU. 
Shri Dandekat had started yesterday from 
the beginning, but 1 would like to start 
from tbo cnd, because those provisiollS 
which are in the end have praclicallY "-
left ont by him. "Sir, therefore, I woql4 
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slart with clause S2. I would submit that 
a new concept of inflicting corporal punish· 
ment for failure to file returns or produce 
decuments has been introduced by this 
clause. It is very good to say that if one 
does not file one's return, in time, why one 
sbould not be punisbed with ri.orous im· 
prisooment. But in actual practice, when 
we have lot Ministers of firteen years stand· 
ing and more who are forgetful in tbe mailer 
of filing of returns, how can we expect the 
ordinary citizens to be more alert so as to 
be able to file then return. in time? 

Here we are not only forgetful but we 
life 80 much provoked by so many other 
tbiDlS. Not only big businessmen but 
CftD ordinary people are sometimes unable 
te file tbeir return. in time. For tbis tbey 
should not be punished After all. 
corporal punishment, should be for 
mental aberration and not for socio-
economic evils, as I call them. After all, 
we have got to learn to discbarge our tall· 
paying obliptiDn to the State. The pneral 
_ in India is not so literate or 
educated as to undorstand tbis. 

I understand tbis provision has been 
copied from the U.S.A. To compare the 

. American. witb Indians is, I would say, 
something horrible. Their standard of 
education and livlns I. very higb as 
compared to Ind ia. 

SHRI BENI SHANKER SHARMA: 
I am not talking of tax evatioD, but late 
filinl of returns. For tax evasion, I 
admit punisbment should be physical; they 
should even be banged, I should say, be 
cause tax evasion is a serious crime. But so 
far as f1UinB of late returns i. concerned, I 

. have my differen.:es with the Ministry. In 
India it is only 0-5 per cent of tbe people 
who shoulder the responsihility of payinl 
_fiftb of the total revenue of Goverment: 

. Ia A:merica, about 3$ per cent. of the PfIOple ,re in thl list of income-tax payers. Wo 

are lood copyists, hut I should say we 
should also copy the whol thinB: copying 
a porlion leavinB out the rest will produce 
horrible results. 

MR. CHAIRMAN: He need not 
lpend all his time on America. His time 
is running short. His party has Only 13 
minutes. 

SHRI BENI SHANKER SHARMA: 
Yesterday Shri Dandeker took about 2S 
minutes. Tbe Jana Sangh should then 
gel at least 20 minutes. 

Therefore, I am against this provision. 
I would request the Minister to take tbe 
circumstances in India into account and not 
press Ihis provision. 

Cominll to clause 30, which is the bean 
and 90ul Of this Bill, I have myself been 
agitatinll, so to say, cryinll for such a 
procedure since we became free. I do not 
know wbether tbe present Finance Minister 
bas ever earned so much as to feel the 
pinch of income tax laws. In India at 
least no assessee can place his band on hia 
chest and say that he is an honest assessee. 
rhe greatest need of the time is to have a 
class of people who can say witb a clear 
conscience tbat tbey are payinll tbeir 
income_tax properly. I may tell you from 
a little experience of the income tax 
department tbat tbose who bave an iocome 
of Rs. 20,000 or 25,000 bave no incentive 
to conceal tbeir incomes and file false 
returns. Tbey do file correct rei urns. But 
tbey know tbat the department will make 
an addition of Its. S,OOO or Rs. 10,000. 
So they reduce their returned income to 
tbat exteot. If they are assured tbat tbeir 
return, will be accepted without any 
under additions, I am sure tbey will 
always file their returns correct to tbe 
pie. Under tbis provision, we shall be 
able 10 free tbis class of IIsscalees from 
anxiety and I tbink about SO per cent of 
tbe assess_ will be saved from tbe 
barassl1lOllt of tbe income tBll department. 

I am sorry to find that Sbrj Dandekar 
totally misuoderstood this provision. He 
was apprehensive that, by nils procedure, 
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there would be very many appeals, and that 
tbe Appellate Assistant Commissioners 
would be saddled witb tbe work of the 
iD<:ome-tax officers. I may say in all 
humility that he has b"en out of the 
department for a long time, and he does 
not know Ihe actual facls. In reality it 
would mitigate tbe hard'hip of Ibese people 
because under Ih is Clause lb. income-tax 
officer is not allowed to make any arbitrary 
additions in tbe manner Ibat be likes, be 
can only correct certain arithmelical 
inaccuracies, make cerlain additions which 
cannot be refuted by Ihe assessee, allow 
certain expenses "hich have not heen 
claimed by the assessee and so on and so 
fortb. Therefore, there is not much which 
tbe assesses have got to arumble about, and, 
therefore, in my opinion, tbere may be 
about five per cent but not 90 per cent 
appeals as Shri Dandekar has said. 

Clause 16 strikes at the very root of 
the concept of Hindu society. I admit that 
the Clause as it oriainaJly stood .-.. 
something horrible and would have been 
a headacbe not only to the assessees, but a 
pennanent headache to tbe department as 
well. Thanks to Ihe good sense which 
prevailed on the officials of the Ministry, 
we have been able to solve the problem, 
but then what is the object of this Clause? 
The only object is to plug the loophole by 
which Ihose who have a hi&h incidence of 
tallation try to save their tax. This is done 
by the process that an individual havina a 
larae income throws his property into the 
common botch-pot and after that, divides 
it so as to make it available to his 
wife/husband and minor children. In sucb 
_ ] am with tbe department. but tben, 
tbere are genuine cases in whicb there is 
social necessity of tbrowing one's property 
into tbe common botcb -pot. As, pointed 
out by Sbri Dandekar yesterday, tbe 
Hindu undivided family in India is a sort 
of socialistic institution in a small way. 
Here everybody gets according to his 
necessity and contributes according to bls 
capacity. I do not understand wby 
Government, wbicb is crying boarse abont 
socialism, should destroy Ibis sort of 
socialism. If anyone is so unscrupulous 
as to manage to pass only bis assets and 
income throuab the Hindu undivided family, 

he should do so only afler partition, and 
when there i8 a partition, witbin a period 
of tbree or five yean this could be made 
applicable. Tberefore, I would suggest 
thai tbe amendment that I bave tabled on 
this point may be accepted, as tbat will 
eleviate Ibe difficulties. 

! may point out to the bon. Minister tbat 
il will be a .ouree of permanent beadache to 
tbe administrative officers to keep track of 
tbe sbare of income atlributable to tbe 
minor or lhe wife, as tbis well be varying, 
because the Hindu undivided family is not 
a pbysical mixture but a chemical compound 
where tbe sbares of Ibe minor and tbe wife 
and the spouce would always be cbangiDl. 
Tberefore, it will be diflicult to keep 
track of Ibe income. I solbmit tbat so far 
as tbe revenue side of it is concerned, it 
would be a worry to tbe department. 
would tberefore, request tbe Minister, 
through you, Sir. that tbis provision sbould 
be done away wilb. 

SHR! VIKR ... M CHAND MAHAJAN 
(Chamba) : Governmeot deserves O\lr 
congratulations for making an attempt to 
rationalise tbe outmoded and pnmlllve 
taxation law. I call it primitive because if 
you go throUSb it you will find tbat it 
lacks bumanitarian &Spects, it lacks the 
efforte to cause tbe minimun barassment to 
tbe assessees. Now an effort is made to 
rationalise it, though with no better results. 
Tbe object of any taxation law sbould be 
to bring maximum revenue to tbe 

. Governmenl at mioimum cost, that is, Ibe 
cost of collectiOn, overbeads, expei!1e on 
bureaucracy ctc. It sbould cause minimum 
barassment to tbe tax payer, the law sbould 
be simple; people sbould be able to under-
stand it. Tbey sbould be elastic; wilb 
increasing affluence io society tbe receipts 
sbould ao uP. 

Takiog tbe first aspect, rationalisatioD 
and plugging tbe loopboles, we fiod tbere iI 
an attempt to plug some loopboles. An 
attempt is made to tax properties or 
incomes thrown in the joiot Hindu family 
stock. This provision bad been criticised 
by tbe Opposition. Clause 16 would tax 
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in the hands of the transferor any income 
attributable to properties which being his 
separate property qua individual wa. 
thrown by him in the common hotchpot of 
his joint family, after 31 December 1969. 
What is being taxed now is this. I earn 
witb my bands and throw it in tbe common 
hotcbpot for tbe purpose of savini income-

tax as tbe tal< liability will go down; tbe rate of 
taX will go down. This is a mode of evasion 
adopted by most people witb higb incomes. 
The prescnt amendment does not cover 
those rases where property comes from 
male linea descendaot if ancestral property 
comes from fatber and grandfather. 
I submit tbat "hen an attempt bas heen 
made to plug some loopboles, there are left 
some otber loopboles wbicb also need to be 
plUSled. 

Secondly, an attempt has been made to 
rationalise registration of partnerships and 
to lax companies properly. There has been 
no attempt to reduce tbe overbeads or the 
cost of collection of iaxes. For example, 
wben a case is decided by an income tax 
officer, tbe next bigher autbority is tbe 
appellate assistant commissioner wbo bears 
appeals. Tben an appeal can go from him 
to tbe Tribunal. After tbe decision of the 
Tribunal, tbe assessee asks the tribunal to 
refer tbe qUestion to Higb Court, if the 
tribunal refuses then tbe assessee bas to go 
to tbe Higb Court and ask it to ask tbe 
Uibunal to refer tbe question. If tbe Higb 
Court says tbat tbe tribunal should refer 
tbe question the case again goes back to 
the tribunal; it is referred back. After 
decision by tbe Higb Court, it can go' to tbe 
Supreme Cnnrt. At times it needs seven 
stages to reacb the final Court. No 
attempt baa ever been made to rationalise 
this. One could easily eliminate tbe 
appellate assistant commissioner. Permission 
of the tribunal could also be eliminated; 
lUI appeal to tbe High Court to refer tbe 
question could be eliminated. One could 

. appeal from ITO to tbe tribunal, tribunal 
to Hilb Court, Higb Court to Supreme 
Court. Wbether tbere is a question of law 
or not sbould be decided by tbe Hilb 
Coon as it bappens in tbe normal cases, like 
the second appeal and so fortb. But no 
dort baa heen made on these lines. I do 
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not blame the Government because, if you 
eliminate these two or three steps, possibly 
many promotions would stop, and mllDY 
jobs would be curtailed and possibly the 
taxation department is not interested and 
tberefore DO sucb proposal comes in. 

Aaain, I will give you another example. 
In tbe income--tax department, due to the 
amendment, tbere was a reduction oC a 
lakh of cases, and a lakh assessees will no 
longer be taxed. Tbus, the files went down 
in number, but at tbe same time, wealtb-tax 
on agricultural land was introduced. The 
taxation department came out with the 
proposal that about 100 ITOs and a few 
Commiseioners should be appointed because 
tbe workload bad increased They COD. 
veniently eliminated tbe aspect tbat due to 
raising the taxation limit, the number of 
cases bad dropped down. Thus, in fact, 
what sbould bave happened is that there 
should have heen a reduction but on the 
cootrary, the number of posts have heen 
increased. This is how the overheads keep 
on increasing without a correspondinl 
r.duction. So, tbe amendments do DOt 
touch that aspect wbich I submit should 
have heen touched. 

The main object of an amendment to a 
taxation law should be tbat it should 
cause minimum harassment to the aasessees. 
Alter all, tbey bave to pay the laxes. 
Collet them, but give them respectability. 
Do not harass them. What happeD. is that 
once you are in tbe grip of the taxation 
department, then you have it, in the leose 
that no effort it made to give them 
• treatment which a citizen is entitled to 
receive. 

I will lIive you a rew examples. What 
happened before the Independence of the 
country was, normally, to tbe old _, 
tbe income-tax department would send you 
a form alool witb tbe advance tax notice 
for filinl the return to tbe department . 
But after Independence, the taxation 
department says, "No, we are not your 
aervants. You come and collect your forms 
from us." Wben the assessees 110 to collect 
the forms for filins tbe return, they would 
aay. "The forms are out of stock. We 
have DO forms now. Come later 00," I, i. 



amazing that before JndepeDdcnc«:, tbe 
income, tax department tried to serve the 
¥Se5see by sending tbe forms. But after 
Independence, they say that not only tbe 
people should collect their forms but tbat 
even the forms are out of stock. 

Tben, in the case of new ass_, tbey 
do not know the laws. Most of tbe people 
are illiterate. They do not know the laws. 
You must give them enougb time. Let 
them file their returns in a year or so. Do 
not impose any penalty, as Sbri Beni 
Shanker Sharma suggested. Give a latitude 
to tbe new assessees at least for filing the 
returns. For evasion of tax, impose heavy 
penalties, but not for late filing of relurns. 

I would next submit lbat tbe taxation 
law is more difficult to understand than 
any other law, and witb every amendment, 
you find that the law is becominl more and 
more difficult to understand. I used to set 
a journal which gave tbe new amendments 
and one bad to add those leaves and take 
out tbe old ones. After tbe end of tbe 
year, I found that the volume of the new 
amendments wbich had to be inserted wal 
mucb more tban wbat I had to take out. That 
ill, ~thera were so many amelldmenls to the 
same section and rule tbat it was difficult 
for even a lawyer to keep track of them, 
not to talk of aa ordinary individual. 
Therefore, I submit tbat a taxation law 
sbould be much simpler, which does not 
chanse so often and is easy to understand. 

Laatly, 1 would like to add that a 
taution law sbould be such tbat it should 
bring in more revenue and it should be 
elastic. Not tliat it shOUld be rigid. It 
.hould not kill tbe lIoose tbat lays the ess. 
There are a few 1axation laws which need 
modification. For example, tbere is tbe 
estate duty which is considered by all tho 
jurista as a tax which can be easily recovered 
and whicb pinch~. the leut. But In Jndia, 
w ihld that the income.tax is at a mucb 
biaher level and the estato duty, tbat is, 
d_ duty, ill at a lower lovel. 
Tho oitate duty is hillber even in Great 
Britain as compared to India. If we 
are interested in a socialistic pattern, tbat 
is &be riaht slafil where you c:y~ impose a, 
higher lovel of taxation. But we con-

venienlly forget that and try to beat about 
the busb. 

Similarly, I come to agricultural income-
tax. If you give Rs. 6.< 00 as exemption in 
non·agricultural income, you can lIive 
some more exemption for agricultural iDCOlQl, 
say, upto Rs. 10,000. But what is the 
justification for completely elimioatioll that 
sector ? If a man has botb agricultural &lid 
non·agricultural income, on tbe non-
agricultural income, you tax him if he gets 
more tban Rs. 6000. But even if he lIeIa 
Rs. 3O,UOO as agricultural income, he is not 
liable to pay tax on tbat. There is DO 
justification for eliminating tbat sector 
completely. Therefore, tbe time has come 
wben you should completely review the 
taxation laws so that they are made more 
simple and more revenue is broulbt to tho 
exchequer. 

SHRI TENNETI VISWANATHAM 
(Visakhapatnam) : Sir, luckily 1 am not 
one of tbose who are personally bothered by 
income-tax laws. I belons to tbe catellory 
outside tbe 27 lakbs of assesseeB. At pre· 
sent-I am not talkins of the past-income-
tax is deducted at source and the Govern· 
mont bave been good enough to say that I 
need not file a return, because I have no 
other income excepting what I set as salary, 
but wbich is not recogaised as salary. We 
got an order tbat we need not file any 
return. It is a very good order. I am only 
submittiag that tbis must be extended to all 

~ Government servants also wbose tax is 
deducted at tbe - soarce aad who give a lint 
declaration that tbey have no other source 
of income. 

The next point is about the HIndu joint 
family. The provision bere is not good, 
because the Bill waats to treat,-not treat 
but "deem", what has been tbrown into the 
common stock as separate property. Deem-
iall is tbe function of courts of law, not of 
tbe lellislature or Goverament. They want 
to "deem" it like tbat not only in the year 
in which it is tbrown into tbe common stock 
but from year to year. We do not koow 
bow they can calculate wbat impact it would 
bave 00 tbe income of otbers and what 
ilnpact the income tJ otber membera of ·the 
joint family would hav. on tbis tranalerrod 
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amount. How they are going to calculate 
tbat is a matter far beyond the comprehen-
sion of anybody. We tried to impress tbis 
upon tbe minister and the departmental 
officials who were there during tbe Select 
Committee sittings but tbey said, "we bave 
got tbe power; therefore, whatever we say 
will be law." Tbat is tbe kind of law we 
have. Tbe comrliment wbicb I was going 
to pay to the department on Ot ber aspects, 
is somewbat dimmed on account of bis 
particular tbing. However, I would join 
others in paying a tribule to the minister, 
wbo was very Iiberal·minded. who saw tbe 
otber man's point of view and made many 
alteratinns in the original Bill. The prescnt 
Bill is certainly a very great improvement. 
Tbe reason wby tbis controversy about 
tbrowing of tbe property into tbe common 
stock ba, been raised was that tbis was said 
to be a loophole and this provision was 
meant to plug it. Wben we asked tbe 
department to produce statistics, tbe 
sentence written there under tbe statistics, 
is "Tbese do not justify us to make a state-
ment that this device bas been used in any 
appreciable manner." That is the statement 
made by ihe departmenlal official wbo gave 
tbe statistics to tbe Select Committee. There-
fore, I still feel tbat in spite of tb, improve-
ment that was made in clause 16, it is really 
an unnecessary clause_ 

I also tbought tbat at least bouse pro-
perty the value of whicb is less tilan Rs. I 
lakh need nOI he broullbt under tbe mis-
cbief of tbis new clause. 

But the biggest loophole is tbe loopbole 
about write-otT The Department bas a 
rigbt to write-otT when the tax is not re-
coverable. But tbat has been given an 
extended meaning in tWO big cases wbicb 
came on the Ooor of the House. I tbink 
the demand was for about Rs. 10 lakbs or 
sci. Tbe man would agree to pay Rs. I 
lakh and finally it was compounded for 
Rso 2 lakhs or 3 lakhs aod wheo Ibe write-
otT was quesllooed io the Parliameot the 
answer given by the Finance MlDister was 
tbat If be did not agree to thi', be would 
noi be able to reCOver anytbin.. Tbis is 
lIOing far beYJnd tbe langualle of the 
Act. I can certainly understand the writing 
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off of anythinll wbicb is not "recoverable," 
he it even Rs. I crore, because tbe maD has 
no property. But bere is a case wbere if 
you do not agree to tbe payment of RI. 2 
lakhs or 3 lakhs we are told tbat you would 
not be able to recover eVen tbat wbicb is 
admitted by tbe assessee. Tbis is tho 
biggest loopbole and it will vary from divi-
SiOD to division and officer to officer. But 
tbis liberal mindedness is DOt displayed by 
Ibe income-tax officer wben it comes to the 
case of a small assessee. His bouse is sold 
and wben be is practicllly in tbe street If 
be happens to bave a small cottage. that 
cottage is also aimed. at. At tbe same timo 
in tbe case of tbe ricb man, bis lakbs are 
written otT in a very liheral way. Tbis i, 
a matter to wbicb the minister must live 
come tbougbt. 

Then tbe question of imprisonment is 
bothering our minds. Tbe department 
always takes tbe stand that if you do not 
bave imprisonment tbe man will not pay. 
That is tbe coDclusion the Indian income-
tu officers have arrived at after tbe eX-
perience of so many years. I submit tbls 
is a wrong way of reasoning. Wby is it 
tbat people bave taken to evasion whieb 
involves invitiDIL trouble and penalty? Why 
do tbey take all these risk!? Because, Ibe 
tuatioD is bilb. 

Tbo Minister bas lIiven comparative 
figures of taxation in India and in olber 
afBuent countries. Bllt iD olber countries 
wbat is left after tbe tax is taken away, be 
it S, 7 or 10 per cent. in terms of quantity 
is 10 or IS times more iD value thaD wbat 
is left in tbe bands of the asscssees in India. 
Tbere'ore, tbe comparison is misleadins. 
Generally. tbe Ministers are mislead by these 
comparisons. 

I believe that the idea of imprilOnment 
is Dot at all good. But if you do bave it, 
bave it as a last resort. Otherwise, you 
will be making criminals of the wbole 101 
of assessees witb the reslllt tbat the finer 
seotimeots of the nation will be lost aDd we 
would become a Dation of accused on one 
aide aDd prosecutors on tbe otber and there 
will be practically DO civilised life. 

Witb tbese few remarks, I would like to 
eollllllelld tbiI Bill wilb certain IIIIICIIdmcutI 
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which, If pused, will make it better for the 
acceptance of the House. We know the 
Government and the officers were co-opera· 
tive and tbe Minister was fairly generous. 
The present Bill is cortainly mucb better. 
tbougb not as good as Sbri Dandeker wants 
It to be, it is cerlainly mucb better tban 
what was originally preseoted aDd we must 
be thankful for tbe small mercies. 

SHRI N. K. P. SALVE (Betul): 
Mr. Cbairman, as I rise to support the 
Tall8tioo Laws (Ameodmcot) Bill, I am 
reminded of wbat Lord Someraet said in 
ODe of bis famous judgments. Tbe learned 
Law Lord said :-

"The way of tax-payers is bard and 
tbe Legislature does DOt go out of its 
way to make it easier." 

I do not for a moment consider tbat the 
cammeots of tbe learned Law Lord were 
very uncbaritable. SeeiOI our passion for 
ameodmenl8 in tbe precedlo8 eiRbt yea .. to 
the tax laws wben amendments far exceeded 
the entire allre88te of amendmenlS in tbe 
preccdiol 40 years to the locome-tax Act. 
1!1l2, may be, tbe very learned Law Lord 
migbt have stated tbat the way of tax-payers 
is bard and the Legislature RDes out of its 
way, in season and out of season. not on Iy 
to mate it barder but tbat of tbe tax.gatberer 
so difficult that it really becomes mare diffi· 
cult than that of tbe tax·payer. 

As Sbri Mabajao pointed out, tax laws 
are so diflicult tbat no ooc can understand 
them. Tbal is one 8ubmissioo which I can 
endorse 100 per cont. In fact, il is a land· 
mark of erudition and scholarsbip and ooc's 
knowledRe of Ibe tax laws. If a lawyer was 
to lay tbat be did not know anytbiog of Ibe 
tax laws. If someooe were to say tbat he 
knew the tax Jaws, you can take it that be 
is a boax. Tbis is the ltory of tbe tall Jaw 
but the administration sometimes really 
makes it ext remely disastrous. 

There are two aspects of the matt ... 
This type of tiokerioR aDd meddling witb 
the tax Jaw tbat we go about. tbis frequeot 
chan .. that we make in our tax Jaws bas 
the dI'ect stultifyinl the very growth of tax 

laws as such a!,art from divesting tbe "tax 
laws of tbe stability wbicb is very necesSary. 

Secondly. it creates an attitude of 
irreverence aDd cnntempt on the part of 
tbe tax-rayers. That is "hy I have so f .... 
very vehemeotly oppa·ed the idea of 
Iigbl_beartedly coacting and amending our 
tax J8WS. We have alreaely had far 100 many 
a!DCodmeots. 

So far as this Taxation (Ameodmeot) 
Bill is concerned, I must suhmit immedia· 
tely tbat lbe story is very much differeot. 
This Bill bas been a magnificent aDd 
commeodable efforl. From all sections of 

-the House the Ministry. the Ministers aDd 
tbe officers have received commendatioos 
for their very laudable work. This is the 
first time after eight ~ears tbat an honest 
eodeavour has been made to streamline and 
rationalise our tax laws. 

ACter all. eight years is quite a duration 
and it is necessary to bave a goad look 8t 
our tax laws and see and delermine whether 
or not by our tax laws we are achieviol 
our objectives and whether the administra-
tion Deeds to be strea'!llined in the ligbt of 
our e"perience. After all, our Ci<eal obj.ctivcs 
aDd our philosopby are now fairly clear. 
We want ecooomic growtb with social 
justice and 1 do Dot see aoy reason. if we 
are so sure about our objective and our 
basic socio·economic philosopby. why we 
should have conlinuO!" amendments. Tbis 

'1 am saying on -the assumplioo that afler 
we have gooe through tbe eoacliog of tbia 
Bill into law we will see a cban,e in tbe 
attitude oC Goveroment so far .. tbe 
amendment of the tax laws is coocern.:d. 

I have seen criticism of various clauses 
of the Bill. It is impossible for aoyone to 
devise a tax law wbich is going to please 
everyooe. The coolroversy i. bound to exist 
I do appreciate tbe difficulty of tbe Mioi_ 
ster in baving aD Amendment Bill whicb 
will be without criticism of all sections of 
tbe House. In Cact. though I belong to the 
same ruling party. 1 could not find myself 
io agreen,ent with all the recammendatiool 
of tbe Committee a,\d I was imoclled to 
append a minute of dissent. But .1IICh 
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dllfCI'eIICes of opinion are inevitable. As 
some one hal said about the tax laws, It is 
as dilficult to love and be wise as it is to 
tax aod please. I am sure, the Minuter will 
at least actOpt the earlier part of the 
propolition. 

I lhan now make certain commenlt OIl 
the specific clauses of the Bill. I shall not 
deal with those clauses on which I, as 
a humble Member or the Commit\ee, bave 
been In respectful agreement with the 
Select Committee. Quite a bit bas been said 
on the c'auses and the technical aspecta 
have been looked into. I shOUld like to make 
a few comments In respect of such clauses 
where I could not see, very very respectfully, 
1)" to eye with the Committee. 

You will forgive me if in makinl these 
comments I talk slightly tecbnical. The 
fint thing on wbich I wish to offer my 
comments is clause 8. This CI. 8 seeks to 
IDIert two new sections in the Income Tax 
Act-Scc. 3' (d) and 3' (e). In terms of 
Ibese clallSCl amortisation of certain 
_peDIICI is contemplated. Now the entire 
illnovation, the entire concept of amonlsation 
Is entirely DOvcl to tbe Jaw of t8ll8tion 10 
ladla. It Is a conCClsion. This Is an added 
facility which is noll' being proyided In our 
Jaw to our as_sccs specially bUlinCII 
__ a. This i. an extremely welcome 
measure which has been applauded Ihrouah-
out tbe country. 

Howevcr, there are certain aspects of 
rhia amonisation whicb have caused me 
ftry great anlliety. I am not in the leasl 
worried about the quantum. There haa been 
a very serious criticism that if you are loinl 
to allow amortisation of expenses and if 
JOu are loin I to allow expenses to be 
apread OYer 10 yeara and written off, then 
riMre should be BO ceilinl. I am unable 10 
subscribe to this view at all. Wby .hould 
Ihcre be DO ceiliDI ? There must be a ceiling 
if, for DO other reason, for reason 0 f 
II:Onomy and for the realon of ensurinl 
dIIt tbis facility which is being afforded is 
80t abused. Tberefore, to the extent the 
Mlltude sbows a cautious approach, I whole-
bartedly endorse the ctause aDd tha 
_"-1 IIDd tho inserliona of ._ 

sections as reported by the Committee. 
What I am unable to undentand, however 
is that while preliminary expen'ICS as sueb 
are sought to be amortised, over a period 
of ten years, certain expenses viz.. lump 
sum payment for technical know-how or 
payment in the expenditure of amalgamation 
or merler of companies. You are awaro 
amalgamation Dr merger of companies il 
brought about with a view to effectiog 
certain economies, economies of scale, to take 
fu'l advantage of economies of scalo aDd 
various other aspects... (/"te"uptlons) 
If It i. to curb monopoly, there ii 
another Bill. If tbere is B merger, ewn 
if there is no merger, my learned friend 
will do well to read tbe Monopolies and 
Restrictive Trade Practices Act. If tbere 
i. inter.conncctioo, tbey will be all treated 
one. Merler is not neccaaary. I have 
IfCBt respect for my friend, Mr. Jha. He 
would do well to study that Act before ho 
interrupts me DO wbat poiot he is trying to 
interrupt me. I am as much interested in 
curbinl monopolies as my learned friend il. 
What I am submitting is tbat this has 
referellCe to instances of merger aDd 
amalgamation. If you are allowilll 
preliminary expenses to be amortised, then 
!be expenses on mergcr and amalgamatioD 
which partake oC tbe same colour aDd 
character of the same nature should also be 
allowed to be amortised aDd I do Dot 
understand wby they have beeo left out. 
Likewise free incorporation and forced 
incorporatioo expenses which are at any. 
point of time preliminary business expenses 
arc SDullbt to be iDserted. ODO thing ( 
am unable to understand is that those 
expenses were included by the Committee. 
88 the Committee felt convinced. Still 
the> recommendation is somethinll I BID 
DOt very happy about. Now tbe Select 
Committee> KY" : 

"While considering the amendmcota 
Biven ootice of by members to the 
clause for inclosion' of funher Itcma. 
of qualifying expenditure for tho 
purpose of this proVISion, tbe 
Committee 'If8II informed that the 
caac for inclusion of items such as· 
lumpSWD paymenl for technical 
know-how aDd OlIpeaditure iocerre4. 
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in connection witb amalaamation or 
merser of two or more companies, 
would be examined wbile prescribing 
furtber items of qualifying expenditure 
in tbe Income-tax Rules, for wbich 
the necessary power is being granted 
to tbe Central Board of Direct 
Taxes." 

Wbat bas tbe Central Board of Direct 
Tnes got to do with tbis' In this matter 
It is Ibe Parliament to decide. I only hope 
my amendme"t in this respect will be 
accepted by Ihe bon. Minister. 

To come next to cia usc 16, this is 
referring to Hindu Undivided Family. I 
just now bad tbe benefit of listening to tbe 
extremely scbolady speecb of Sbri Tenneti 
Viswanatbam. I bave the greated regard 
(or bis scholarship in this matter. I believe 
Sbri Dandeker also in bis very usual fiuent 
speecb to wbich we are used 10 in tbis 
House also did not approve of this clause. 
Re stated that either with tbe insertion or 
deletion of tbis clause sball eitber swim or 
link the institution of Hindu Undivided 
Family. I do not agree with tbis aspect of 
tbe matter. Tbough in part I di .. gree witb 
tbe clause as recommended by the 
Committee, I do not. for a moment, believe 
tbat if this clause. as amended, is brought 
on the statule book, it is going to determine 
tbe fate of Hindu Undivided Family. If 
for no other reason but for the reason tbat 
if it is used as a device to make over monies 
to your minor son or daugbter or to your 
~pouse wbich. otherwise, for a person 
in terms of 64 attracts tbe liability of 
tall so far as tbe transferor is subject to 
tax in respect of sucb properties 
wbicb are transferred to bis spouse or 
to bis minor cbildren. If he does so, 
Sir, under the HUF. before the enactment 
of tbis law, tbe Income t8ll Officer can seck 
such income ia the bands of the transferer. 
If ,'A' puts his self·acquired property in 
tbe botcb pot of tbe loint Hindu Family 
and partitions the same, bow does tbe 
a~lIument of Mr. Viswanatbam and Mr. 
Dandeker stand ? The Ioint Family is 
disrupted and it is a certain devise. 
TIleJ:Cfore. my submission is this. I think 
the objective bas been slightly overlooked 
• "d I think in Ibe process of liIIdiJ18 a 

metbod to plug tbis loophole we bave 0_· 
done the tblng. We have over·re6ned the 
matter. What bappens is, according to ~ 
ellisting law, it is the minor son or spouse 
whose income abould have been t8llCd in the 
bands of the traDsferer. We have DOW 
gone one step furtber. Even if he docs 
not partition, the interest of tbe minor and 
tbe spouse will bave to be taxed in tJiC 
bands of tbe transferer. I would like to 
know wbat tbe Government wants to do. 
In terms of Section 64 do you want to add 
to tbe list of sucb assessees wbere the 
income of the beneficial owner would DOt 
be taxed in tbe bands oC tbe beneficial 
owner, but would be taxed vicariously in 
tbe bands of someone else ? 

Tberefore, Sir. my snbmlssion is this. 
Don't expand the scope of Section ~4. 
Certainly make Section 64 applicable to 
snch cases wbere as a result of Ibe decision 
of tbe Supreme Court in tbe case of 
Kesbavlal Lallubbal, you can probiblt tho, 
Department from reacbing the income ot 
tbe minor or spouse in tbe bands of the' 
transfer itself. 

More tban anytbing else, there is ODe 
very important aspect on whicb I tbink tbo 
HUF if uDpartitioned, ,bould not be 
subjected to the rigours of Section 64 and 
it is tbis. Tbose who are large aascessees, 
big assessees, ba ve tbe reverse procesl. 
Tbey have the ancestral property. So tbat 
the tall liability migbt be less. they 

. partition tbe property. But it is only in tbe 
case of smaller asseessees, small employees 
wbo toil for 10 or I S or 20 veara 
tbat tbis Is done. He is looking np hi. 
cbildren and bis wife; be puts bis self. 
acquired property into tbe botcb potch of tbe 
Ioint Hindu Family. He does not partition 
tbe same. He is able to pay the tax tbat 
would be attracted by the Joint Family 
wbicb is on par with tbat of an individual. 
Why shoul d a small assessee be penalised,' 
apart from the otber objections' wbieb I' 
already referred to ? 

Then I come to Clause 34 which ~ 
to entirely re- write Sub-aeclion 1 of ~ioD, 
143 wbicb is tho section deaIina wi$Ia 
~nli. Tbe c1ifficulty ~rOlC ~18f tItf . 
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Supreme Court decision in the Jaipur Udyog 
limited Ihat according to exislinl provisions 
of Jaw In terms of Seclion 141 of the 
Income-tax Act which entitles Ihe Income-
tax OfIk:er to make provisional assessmeat, 
It has to be an asessment on admission. I 
am filing a return. If I do not show in 
that return my proper total income, I can 
only do so at the peril of getting a heavy 
peoalty and prosecution and being sent to 
jail. If I file a return il has to be given 
the sanctity Ihat it deservs. The ITO has 
DO business 10 correct my figure and 
substitute my figlJl'C at my bact, without 
living an opportunity to me to be heard. 
This is the the second aspect of the matter 
that liability passes on to the assessee; he 
has to 110 on appeal for. the first time before 
the Appellate Assistant Commissioner of 
Income-tax and then he gOCl to the 
Appellate Assistant Commissioner. II is a 
liability in law on hi. hand on a disputed 
item on which he has had no opportunity 
of beinl heard. Sir, apart from anything 
elae I very much doubt whether constitu. 
tiooally such a provision would ever be 
tenable. There is the Supreme Court 
decision in the case of Acbal Singb 
Dwarkadasa, referred to In 41 ITR. They 
were consideriny the scbeme of Sec. 34 (c) 
proviso whicb contemplates that any 
finding given by appeal for reassessment 
will enable the ITO to make reassessment 
not only of the assessee wbo was party to 
the appeal but also to the third party limita-
tion. The Supreme Court struck down tbolO 
provisions partly and Itated that to tbe 
atent that sucb provision applies to the 
tbird party wbo is not a party to the 
appeal, DO advene findinlls can be liven 
qainst him. Here, a strange position 
CODlCl in, namely that I am a party to the 
proceedinl and 8till at my bsck, the 
liability is futened on 10 my head. Apart 
from anylhinl else, what an amount of 
unnecessary litigation this would cause I I 
understand that the hon. Minister is going 
to pve due thoulht to this aspect of the 
matter. I must 88y that tbe attitude of tbe 
Mini8try bu beeo extremely responsive, 
responsible and co-operative, and I believe 
the bOD. Minister himself bas laid tbat he 
iii .,m. to pve due tbouiht to theN 

aspeCII of the matter and Is lolnl to accept 
suitable amendments as milht be sUIIClted 
by the House. 

16 brl. 

I cannot conclude without mentionin. 
a word about clause 63 which seeks to 
change the law and provide for prosecution 
for failure of the assessees to file voluntary. 
I entirely agree that if there is the lli.hlest 
element of trying to defraud revenue 
or to cheat revenue or to conceal the 
income or to delay the payment of advance 
tax, you may send the person to jail and live 
him a minimum punishment of five years. But 
the tax laws are so difficult, and they are so 
utterly cumbersome and so onerous that It 
is impossible for anyone to comply with the 
provIsIons. For example, I come from 
a constituency which consists of a tribal 
area. It may be tbat there is some tribal 
whose income may probably exceed Rs. 5000, 
If he does not file a return, then is he 1I0inll 
to be sent to jail? Surely, our tax laws must 
have some nexus with the realities of life. 
The laws being what tbey are, they, are 
so complicated and so very difficult, and it 
can never be the intention of tbe Govern-
ment to penalise unsuspecting people but 
they only want to bring the contumacious 
and recalcitrant assessees wbo wilfully 
do not file returns with a view to defraud 
revenue and witb a view to gain time for 
payment of taxes, to book. Therefore, I 
would suggest that the hon. Minister 
may very sympatbetically consider this 
aspect of the matter rather than brinll within 
the scope of this provisioo innocent 
people ; let him bring within tbe scope of 
tbis provision those people wbo deserve to 
be punished dnd sent to jail; but let him 
not bring within it unsuspectinll people, 
people who are really innocent, wltbout 
me", /Ira without any criminal inlent on 
the ir part; let not these unsuspecting people 
be sen t to jail. If we retain the provision 
as it is, then the position will be that we 
shall have more innocent 'people goinl to 
jail and more criminals remaining out as 
tax-payers. 

SHRI RANOA (SrikkauJam) : Shri 
Jaljivan Ram had foraotten to file his return 
for tea yean. 
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may do well to remember that it was 
concluded according to tbe law as it 
exists today. It is very unfortunate tbat 
every time reference sbould be made to 
that case. Tbis law will apply bereaf,er, 
alid this is wbat it will be bereafter. 

Lastly, I would say a word in respect 
of clause 43 wbicb seeks to ameod section 
18S of tbe Income-tax Act. Here, I must 
congratulate tbe hon. Minister on baving 
willingly agreed tbat tbe procedure for 
granting registration to firms should not be 
altered. But one chaoge is made, namely 
tbat in case tbere is a beoaimdar in 
partnersbip witb one partner, or if one 
partner is a benamidar of anotber partner, 
tben regIstration is to be denied. Accord-
ing to the law of tbe laod, tbe institution 
of benamidar is a valid institution. 
Suppose tbere is an honest benamidar; 
suppole B i. tbe beoamidar of A, and A 
discloses in bis own return tbat B is bis 
beoamidar and includes bls income in bls 
own return, then where is the fraud in 
tbat? The person wbo is not going to 
disclose this will not come witbin tbe 
miscbief of tbe law, but only bonest peoplo 
wbo are going to disclose tbe facts are 
are loing to come into trouble. Again, 
bow unrealistic are tbe laws tbat we are 
seeking to make I I would bea of tbe bon. 
Minister to consider tbis. This provision 
will not bit a person wbo conceals tbe fact 
successfully tbat be is the benamidar of 
anotber. But it will only hit those bonest 
persons who disclose tbat so-and-IO 
is their benamidar and registration is 
denied only in those cases. I do bope tbat 
Government will give due consideration to 
this aspect of tbe matter. 

It was my privileae to ba ve been 
asaociated with the deliberations of tbe 
Select Committee, and I must pay the 
warmest tribute to tbe extremely belpful, 
extremely responsive and responsible and 
sympatbetic attitude sbown by tbe Ministry 
throughout tbe delibratinos of tbe com· 
mittee. 1 only bope tbat that attitude will 
continue while the Bill is taken up for 
clauae-by-clause consideration also. 
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lei.291m. 
MOTION RE: FAILURE OF GOVI:RN-

MENT TO PROTECT THE LIFE 
OF MRS. PARUL BOSE IN 

CALCUTTA 

SHRI P. RAMAMURTI (Madurai) : Sir 
I beg to move the followina : 

"This House deplores the failure of the 
Government to provide protection to 
Mrs. ParuJ Bose who was stabbed in 
Calcutta on the 4th Novem ber, 1970, 
while workog io her school, despite 
prior intimatioo haviog been given to 
the Commissiooer of Police three days 
before the incident." 

Just because of the Rules of Procedure, 
I could briog ooly this particular incideat 
to tbe notice of this House. J will jost 
give the facts as they are fint. 
I! may he said "you are a Marxist 
Commuoist Party member, and the penon 
who was stabbed also beloogs to that party 
and, therefore, you are giviog a teodentious 
VCTSOO". Therefore, I am giviog· a summary 
of the iocideot as it has appeared io the 
Jugantiu, a paper owned by tbe Secretary 
of the Bengal Coogre&S PartY (R), Shrl 

Tarun Kaoti Ghosh. AccordioK to tbat paper, 
Parul Bose, wbo was an important worker 
of the MabUa Samaj and 8 member of the 
Commuoist Party (Marxiat),who was the. 
wife of Sbri K. G. Bose, a member of the 
DOW disaolved Legislative Assambly of West 
Beogal, an impoJtant leader of tbe Well 
Beogal Government employees Organisation 
as well as a oumber of trade unioos, sho 
weot to school at 9. 30 a.m. becsuse she 
was a teacher io a airls' school ioBaliaghat 
At about 9.40 a.m. about 20 gOondas 
eatered tbe scbool and Iboy bellBD to: 
search for her. Immediately, tbo other 
teachers of the scbool asked the airl Sludenta 
of tbe class of Sbrimati Parul BolO 
to surrouod ber and aive ber protoctioa. 


