
4231 DECEMBER 4, 1962 

12.32 Ms. 

RE: REPORTED RAILWAY ACCI-
DENT 

Shrl S. M. Banerjee (Kanpur): 
Sir. I have a submission to make. 
It is most unfortunate that there has 
been a second train accident where 
three people have died. 

Mr. Speaker: He can come to me. 
The rules of disCipline and procedure 
that we have chalked out should not 
be thrown out at this moment because 
there is a:l emergency. Of course, I 
have been allowing certain conces-
sioins because passions are excited. and 
there are unusual times so that hon. 
Members might ask tho.se questions. 
But it is an established rule now and 
hon. Members have been doing that, 
that is, if there is a grievance ilia t 
they have they can come to me and re-
present to me that any .decision taken 
must be reviewed and I will be pre-
pared to do that. 

12.33 hrs. 

PAPERS LAID ON THE TABLE 

ANNUAL RI:l'ORT OF TilE STATE TRADISG 
CORPOHATION OF INIHA LIM1TFD FOR 

TIlE YEAR 1961-62 

The Minister of Commerce aad 
lndll5try (Shri K. C. Redd1): Sir, 
I beg to lay on the Table a copy of 
Annual Report of the State Trading 
Corporation of India Limited, New 
Delhi, for the year 1961-62, along 
with the Audited Accounts and the 
comments of the Comptroller and 
Auditor General thereo:l, undel" sub-
section (1) of section 619A of the 
Companies Act. 1956. [Placed in 
Librarv. See No. LT-624/62J. 

IU3t hnI. 
MESSAGE FROM RA.JYA SABHA 

Secretar:r: Sir, I have to report the 
following message received from the 
Secretary of Rajya Sabha:-

"In accordance with the provi-
sions of rule 125 of the Rules or 
Procedure and Conduct of BlIsi-
ness in the Rajya Sabha, I am 
directed to inform the Lok Sabha 
that the Rajya Sabha, at its sitting 
held on the 3rd December, 1982, 
agreed without any ammendment 
to the State-Associated Banks 
(Miscellaneous Provisions) Bill, 
1962, which was passed by the 
Lok Sabha at its sitting held on 
the 28t"h November, 1962." 

lZ.33i hra. 

GIFT-TAX (AMENDMENT) BILL 

The Deputy MinIster In the MInIstr:r 
of FiJiance (Shrtmatl Tarkeshwari 
Sinha): Sir, on behalf of Shri Morarji 
Desi, beg to move:t 

"That the Bill further to amend 
the Gift-tax Act, 1958, be taken 
into consideration." 
It is now about a year that t i.~ 

House considered in detail the position 
of the Income-tax Act, 1962. By that 
Act the Income-tax Act, 1922, wall 
repealed and several changes of fonn 
and substance were made with a 
view to rationalise the procedures and 
checking avoidance and evasion of 
taxes more effectively. 

As hon. Members are aware, the 
basic pattern of the Gift-tax Act is 
the same as that of the Income-tax 
Act. The administrative set-up for 
both taxes is practically the same. 
Some of the recommendations made 
by the Direct Taxes Administration 
Enquiry Committee are applicable to 
the other direct taxes including the 
Gift-tax. Having regard to both these 
it is considered expedient that the pro-
visions of the Gift-tax Act, 1958, 
should also be brought in line with 
tl1o,e of the Income-tax Act, 1961. 

tMoved with the rccommendatio'l oft ~ President: 
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Opportunity has also been taken Jaer a 
to introduce a few changes in the 
Gift-tax Act. It has been found to be 
necessary to meet the problems which 
have arisen during the course of the 
administration of this Act. The am-
endments proposed in this Bill are the 
folIowing. They broadly fall into 
t r~  categories. The first type of 
amf'ndments are formal. That is to 
say. the references to the serial 
nUlllbers of the sections in the Indian 
Im'ome-tax Act, 1922, to be replaced 
by references to the corresponding 
Se<'LOl'S of the Income-tax Act, 1961. . 
Tht, second type of a,mendments 
propoc;ed are about some re-drafting 
or ,,,'sting sections with a view to 

ar t~  their intentions and introduc-
tion of a new clause to adopt the 
modijied procedure of assessment. pen-
alitics to be levied, appeals and the 
reco\'l'ry on the Iinf', Of the In,'ome-
tax Act, 1961. 

Thirdly arc the changes necessitated 
by the working of the Act itself as it 
has e~n experienced. 

The amendments falling in the first 
catpgory are very formal and do not 
"('quire any explanation. The second 
ca\<-gory of amendments also do not 
require a detailed discussion on my 
part here because they were subjected 
to " eomprehensive analysis and scru-
tiny by the Select CQmmittee and the 
House when the Income-tax Bill, 1961 
was under discussion in this House. 
M£'ntion, however, may be made here 
about some important changes falling 
in the second category which I have 
proposed: (i) provision for charge of 
interest on delayed payment of taxes, 
which have been provided in the In-
come-tax Act, 1961; (ii) provision 
for payment of interest by the 
Government on delayed refund; 
(iii) recovery of gift tax under a self-
contained code forming part of this 
Act; (iv) incorporation of a detailed 
schedule of penalties in the Act; (v) 
provision for an additional right of 
appeal for the assessee against the 
r~ tifi ation order passed by the Gift-
tax offioer and also against the order 

imposing fine for non-compliance with 
the summons; (vi) direct reference to 
the Supreme Court on questions of 
law on which different High Courts 
have given conflicting opinions; (vii) 
bar on representation of assessees in 
gift tax proceedings by former officers 
of the In o e~ta  department; and 
last but not least, assessment of per-
sons leaving India in the year of 
assessment. These changes were re-
commended by the Direct taxation In-
quiry committee. 

1 would now come to the changes 
which have been proposed to meet 
certain administrative difficultiea 
which have been felt during the ad-
ministration of this Act. Under the 
existing law, gift-tax assessment pro-
ceedings can be taken against the 
donor only and in the matter of re-
covery of tax, however, the donee 
may be made liable provided recovery 
cannot be made from the donor. This 
provision has been found inadequate 
to deal with a situation where the 
donor cannot be found or probably 
the donor has left the country and he 
is not available for even being served 
with notice of assessment. With a 
view to meet such a situation, which 
we have been coming across often, it 
is pmposed to make the donee the 
assessee if the donor cannot be found. 
The liability of the donee will, how-
ever, be limited to the value of the 
gitt received by him individually. As 
Memhers would appreCiate, the donee 
is a beneficiary under the .gift and it 
is not too much to treat him as an 
assessee where it is not possible to 
find the donor, This is not a novel 
provision because it is being found 
in the Gift tax Acts of countries like 
Australia and Japan. Recourse will, 
however, be had to it only in those 
cases-I would like to assure th[' 
House-only in those cases where all 
reasonable 'efforts to  find the donor for 
the purpose of service of notice on 
him have proved to be of no avail. 
Then, also, at present, the liability 
of the donor for payment of the  tax 
is Iimired to the proportionate amOunt 
of the tax on the value of the gift 
made to him, !' is now proposed to 
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amend the existing provlSlon by 
limLting the liability of the donee to 
the extent of the value of the gift 
made to him as on the date of the 
gift. Provision making the donor 
and the donee jointly and severally 
liable for payment of the tax under 
gift tax are found in Australia and 
Canada. In Japan, the donees alone 
are liable for assessment and payment 
of gift tax. 

Sometimes, it. becomes neceSsary 
for administrative reasons and also 
for convenience of assessees to trans-
fer a case form one Gift tax officer to 
another. Under the existing law, 
neither the Central Board of Revenue 
nor any Gift tax authority is compe-
ten t to order such transfers and it 
causes lot of hardship to the assessees. 
They can transfer, but they also have 
to transfer simultaneously the pro-
ceedings under the Income-tax Act. 
To remove the difficulties caused by' 
the absence of such a provision, it is 
proposed to invest the Commissioner 
of Gift tax and the C.B.R. with power 
to transfer a case from one Gift tax 
officer to another. 

From what has been stated above 
it would be clear that the proposed 
provisions, while bringing the pro-
visions of the Gift Tax Act in line 
with the scheme of the Income-tax 
Act, 1961, do not operate harshly on 
anyone. 

With these remarks, I move that 
the Bill be taken into consideration. 

Mr. Speaker: Motion moved: 

"That the Bill further to amend 
the Gift-tax Act, 1958, be taken 
into consideration.". 

Shri Surendranath Dwivedy(Ken-
drapara): How much time has been 
allotted for this Bill? 

Mr. Speaker: It is for the House 
to decide that, beeause no time has 
~en allotted by the Business Ad-

VISOry Committee. 

Shri Bade (Khargone): Let it be 
3 hours. 

Shri Ranp.: (Chittoor): It would 
not take 3 hours. 

Mr. Speaker: If we finish it SOODel', 
then it would be all the better. 

Shri Daji (Indore): I think we shall 
be able to finish this by 3 p.m. 

We have before Us for consti-
deration this Bill to amend the Gift 
tax. At the very outset, let me say 
that we generally agree both with 
·the purpose and with the reasons for 
this amending Bill, and we do not 
feel that the amendments sugcestcd 
are either unjust or too harsh. In fact, 
a Bill of this nature, or rather I 
should say, a much more comprehen-
sive amending Bill, has been longo 
overdue. When once the principle of 
a tax has been accepted, there should 
be no valid argument left for any 
possible loophole for avoidance of 
the tax. Therefore, if we plug the 
loopholes more firmly, or if we plug 
the possible loopholes, there should 
no objection. Therefore, We sec no 
reasOn to take any objection to any 
of the principles on which this Bill 
has ben formulated and placed before 
the House for its consideration. 

Allow me to go on record that when 
the Gift Tax Bill was initially discus-
sed in this House, certain important 
questions were raised and at that 
time it was thought that after the Act 
had worked for some time Govern-
ment would review the whole matter, 
perhaps de novo, and bring forward 
the necessary amending legislation. 
From that point of view, I am const-
rained to remark that I am solely dis-
appointed by this amending Bill. We 
support it as far as it goes, but it 
does not go as far as it ought to go. 
For, one should think that by now. 
Government have had sufficient ex-
perience of the working of the Act, 
and they have sufficiently understo'od 
how the tax is dodged and avoided. 
and also whether the expected results 
from the tax are forthcoming or no& 
forthcoming. 

From a study of the published 
documents, one would supp'Ose that 
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what was expected of the gift tax has 
not been fulfilled, and, therefore, it is 
time that GoverlllJlent tell the House 
why the expectations have not been 
fulfilled, and to what extent they have 
been belied. We would also like that 
Government should bring forward a 
sufficiently c'omprehensive amending 
Bur to help in fulfilling the objective 
with which the original Bill was in-
troduced and debated upon in this 
House. 

It is from this angle that We find that 
this Bill is ra ther disappoin ting. 
Govel'nment should also have taken 
into consideration the added fact that 
we are passing through an emergency, 
a period 'Of emergency or war condi-
\ions, when greater national efforts 
are required for raising the resources 
of Government. This Biil as has been 
presented before us would have come 
forth even i"f this emergency had not 
existed. How far has it been reflect-
ed in this Bill? It is a pertinent 
question. If you view the Bill from 
that angle, you will be disappointed. 
I haVe here with me some figures of • 
the arrears which the Government 
were unable to collect. 

Shri Tyagi (Dehra Dun): Are they 
income-tax arrears? 

Shrl Dajl. Both income-tax as well 
as gift tax. On 1-4-1962 the income-
tax arrears are Rs. 149.42 crores. On 
l.3-l961-later figures are not avail-
able--the gift tax arrears are Rs. 16 
lakhs. These are a standing indict-
ment of the inefficiency and inability 
of the Government even to collect tax 
which is due legally. This is so even 
at a time when every penny is re-
quired; every rupee can be coverted 
inl:> a bullet to push back the Chinese 
across our frontiers. Even if one 
single rupee is held back from pay-
ment at this time it is an anti-national 
8('t and such a person should be puni-
shed cvpn under the Defence of India 
Act. The House has a right to know 
what energetic steps are being taken 
in brder to collect the tax arrears and 
Bccumulations. We certainly wel-

come the new idea. If the donor is 
not available the donee should be 
made responsible because he has taken 
advantage of the gift. He has par-
taken of the cake but he could not re-
fuse to fo'ot the bill. Even if the donor 
does not choose to .... 

Shri Tyagl: Not only he, she also. 

Shri Daji: He includes she also. 

Mr. Speaker: So far as Shri Tyagi 
is concerned, it does not include. 

Shri Daji: I was saying that this 
provision was necessary. Are all 
the arrears only because of this reason 
or is this the sale or the main reason 
why arrears have accumulated? If not 
what are the other reasons or difficul-
ties which the Government are faced 
with? If there are otner difficulties 
why not the Government plug them 
als'o? The Bill ought to have been 
much more comprehensive. We are 
all engaged in a mighty effort and it 
is time the FinanCe Minister came 
with bold measures telling the nation 
about the necessary resources to be 
tackled at this time. This Bill or the 
other Bills given notice of are really 
timid and are out of tune with the 
times through which we are passing. 
The other day we had unanirnously 
adopted the Defence of India Bill. 
Rules will be framed thereunder. I 
strongly urge that this is the time 
when the Finance Minister should 
come with the Defence o'f India tax 
Or you may call it a national denfence 
tax, so that the extra profits being 
earned in this emergency could be 
mopped adequately. Even otherwise, 
in war conditions. all the Governments 
levy excess profits tax. Government 
should not hesitate to do that. Gifts 
and donations are welcome. From 
the boot polishing boy to a factory 
owner, everyone is donating. That is 
what it ought to be. But one is const-
rained to remark that thOSe who have 
abundance are not giving abundantly. 
From my own province, I am report-
ing that the textile workers of my 
State have given Rs. 2'50 lakhs cash 
down. The workers have given 



4239 Gift-tax DECEMBER 4, 1962 (Am.endment) Bill 

[S!1ri Daji] 
lis. 2,0,000 but the mill owners have 
come forward only with a paltry sum 
of Rs. I lakh. And then, despite the 
be"l elTorL'l of the hon. Labour Minis-
tpr who said that when the workers 
work for an extra Sunday for national 
defence, that day's profit should go to 
national defence, in many places in-
cluding my own, the owners ot fac-
t aries and mills are refusing to donate 
that extra day's profit to the national 
defence. So, while the workers work 
and donate their wages and create 
values, and while they donate their 
wages to the national defence, the 
owners are reaping profits. This 
shows their psychblogy and mentality. 
So, while voluntary donations should 
be welcome, such a big responsibility, 
such a huge liability which the nation 
has today protessed or taken up can-
not merely be based on voluntary 
C'Ontributions. I welcome it, but, at 
the same time, let the Government 
come torward with a bold measure, 
levying a tax, as I said, called the 
national detence tax. To begin with, 
at least you should tax 50 per 
cent of the profits of industrial enter-
prises which are not covered by the 
small-scale industries. Leave aside 
the small-scale industries but for.those 
industries which cannot be said fo be 
small industries, the Government 
should levy at least 50 per cent tax. 
Let them an sacrifice, if not their 
blood, their toil. Blood will be sacri-
ficed by the common man, the work-
er." the peasants and the labourers. 
Therefore, while welcoming the gene-
ral tenor of the measure, I would 
rather say that this i.~ a halting mea-
~ re. r am sure that the House Of the 
People has given the Government a 
mueh stronger sanction than this Bill 
warrants, and therefore, a much 
bolder measure should have been 
brought forward and it should be ex-
pected. In that sense, it is rather dis-
appointing to see that this measure is 
a halting one. I would expect that 
even in reply to this debate, the 
Finance Minister should announce 
that such a bold measure as I sug-
gest is at least On the anvil of 

lhe Ministry or the Department, so 
that the nation may know that th" 
wherl!withals of this mighty national 
..tT()rt arc also th'ought of and plan-
ned by the Government. While the 
people have put their shoulders to .he 
wheel, while they stand shouldect 10 
shoulder, I want the Government to 
rise to the occasion and not grudge to 
utilise fully the mighty ~n 'tion that 
the House has given, and to see that 
they utilise it fully in order that WII 
can eftectively fulfil the national 
responsibility. . 

Shrl Ranp: I have only a ver)' few 
things to say about this measure. I 
wish that the Government, instead of 
Cbntinuing their vain ef!ort-

SJari Bade rose-

Mr. Speaker: The Swatantra Party 
has informed me that Prof. Ranga was 
to be called first. I have got it in 
writing. 

Shri Ran,a: r only wish to "a), that 
the Government should have learnt, 

• from their bitter experience, about 
the failure of this gift tax as also the 
expenditure tax to raise adequatl" 
sums through the implementation of 
theSe measures. Therhave raised se> 
far only Rs. 89 lakhs in 1960-61, 
Rs. 85 lakhs in 1961-62 and they ex-
pect to raise only Rs. 85 lakhs in 
1962-63. Jg it really worth-whil<, to 
have this on the Statute-Book and 
thereby troubling their administration 
in regard to jI$ implementation ana 
causing inC':>nvenience and trouble ann 
worry to lakhs and lakhs of pe l~ 
who would like to make som!' glils 
but whose charitable in,tincts and in-
centives are b"ing inhibited by the 
existence of this tax? They are ab:e 
to· reach a much smaller number in 
order to collect th!s tax. A batch or 
these taxes was introduced as a result 
of the suggestions made by an English 
professor and economist. and At thst 
time, our Government was thinking 
that hy the int.roduction 'of these taxt" 
t.hey would be promoting their socia-
list pattern of society. But now, In 
actual practice, so far a. the expen-
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diture tax is concerned, they have 
themselves confessed that it hns been 
a failure, and it would be better for 
the Government and the nation as R 
whole that this tax should also be 
dropped. 

Shri Surendranath Dwlved,.: It is 
wrona for them to have droPped it. 

Shrl Rani'll: That is your view. But 
anyhow the Parliament has given its 
s&Ilction, and that tax was dropped. 
I personally feel that the time haa 
come when, especially during thia 
t!merge.ncy, this tax should be drop-
ped, for the very same purpose for 
which my hon. friend wanted the 
incidence Of this tax to be increased 
IUld its mischie:t: to be spread to 
larger and larger groups of people. I 
would like thil tax to be drowed at 
the earliest possible moment. Even 
as it is, Government has come for-
ward with the suggestion that so far 
as the contributions to the national 
defence tund and various other funds 
that will come to be started hereafter 
in order to augment the resources for 
our national war effort are concern-
ed, they want to exempt those con-
tributions from the gift-tax. The 
incidence of taxation in general is 
going to be increased very soon. In 
what taxes, to what extent the inci-
dence is going to be increased is a 
secret in the possession of the Fin-
ance Minister, which we would not 
know. But I am sure most of these 
taxes would not escape their atten-
tion. Anyhow, people have to pay so 
much more than what they are pay-
ing today. Under these circumstances, 
I think, it would not be proper to 
harass them by this tax also, which 
has yielded So little in the past and 
which is likely to yield so little in 
future also. 

There were some advocates of a 
single tax only. I do not agree with 
them. !c!ut that does not mean that 
we should go on having a proliferation 
of different kinds of taxes and in that 
way increase the bureaucracy on one 
side and lessen its efficiency on the 
other, creating various other incon-

veniences, embarrassments and trou-
bles to the tax-payers. That is why 
I am keen that Government should 
drop this tax. 

My hon. friend (Communist) was 
talking about the tax; evaders. Tax 
evasion begins from the moment the 
final decision is given and not from 
the moment the decision is given by 
the orieinal income-tax officer or the 
tribunal. Above the tribunal if there 
is an appeal lying with the High 
Court and above that if there is an 
appeal lying with the Supreme Court, 
then only from that stage onwards I 
would consider that taxes which. 
have been assessed properly accord-
ing to law are are not being paid. 
We would like information to be 
given at the appropriate moment, not 
necessarily now, by the Minister con-
cerned as to how much money is now 
in arrears in regard to taxes that 
have been finally settled to be paid by 
the assessees and yet have not been 
paid and for what reasOn. It is only 
thereafter that we can take the de-
partment to task for not having col-
lected it expeditioUll7. 

Mr. Speaker: The law requires that 
payment should be made soon after 
the as..<essment within the prescribed 
period, even if an appeal is pending. 

Shri Ranga: I am thankful for the 
infonnation. But how is it that once 
assessment is made and thnt fact is 
notified to the payees, money is not 
being collected? If the monq can-
not LJe coii::ded because of some cir-
cuitous legal processes, then it can-
not be treated as having been asses-
.,ed properly. There are legal pro-
cpsses; what they are, it is not for 
111,· to go into now. If there are legal 
processes whiCh the assessees can 
13k" advantage of ill order to delay 
payment to the Ministry concerned, 
tben they arc entitled to do that, be-
caus(' the law gives them that permis-
>ion. On the other hand, if there 
are no such facilities and yet, there 
arc arrears, there is something. 
wrong with the Government and I 
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would like Government to look into 
that matter, 

Shrimati Yashoda Reddy (Kurnool) 
Mr. Speaker, Sir, just now the hon. 
Member who preceded me has said, 
"Please do away with this tax". I 
would like to say at the very outset 
that the introduction of gift-tax was 
one of the measures .. to integrate our 
tax-structure, as far as direct taxa-
tion was concerned. 

13 Ill'S. 

Sir, when the Estate Duty was le-
vied it was felt that there were many 
loop ole~ left, and to plug those 
loopholes this gift tax was introduced. 
I know there are many people--a cer-
tain section of those people are also 
represented here-who think that all 
taxes are harassing in nature, they 
stop investments and they serve as 
a sort of check on the initiative 
spirit. And, as all taxes are unpopu-
lar, even this tax seemed to be un-
popular at the time of introduction. 

Just now my hon. friend there was 
saying that there should have been 
one tax and not a set of hundred 
different taxes. It may be that what 
he meant was that one graded in-
cometax is sufficient to establish 
equity. They think that this gift tax, 
this wealth tax and other taxes have 
caused unnecessary" irritation and 
harassment. But, Sir, in a develop-
ing economy all in India where all 
financial resources are required to ,be 
tapped, we may have any amount of 
indirect taxation but we feel that the 
beavy 'burden Of it usually falls on 
the masses and on the wealthy mino-
rity, sometimes we feel, the taxation 
is not enough. 

Sir, in a developing economy pri-
vately" owned wealth grows rapidly 
and sometimes even very unevenly. 
Professor Kaldor said, if I remember 
right, somewhere, that in India the 
bulk of national wealth is and will 
,continue to be in the private hands. 

Even if the Government takes in 
some industries Or some property inLo 
the public sector, the money that is 
paid by way of compensation is ,'0 
great that the growth of public 
property is compensated by, this 
public indebtedness. 

Sir, the saving; of a community are 
sometimes more unevenly distribute1 
than the income. Unless it is checked 
by some public policy, the wealth of 
the largest property holders tends to 
grow faster and faster. It is with this 
principle in view that the Govern-
ment has brought this gift tax. My 
hon friend Shri Daji said that when 
we 'have accepted this in this House 
we have accepted the principle and 
we should not now que3tion tile 
principle or the validity of this tax. 
I certainly agree with him, and I 
congratulate the Ministry for having 
brought this amending Bill. 

But there is one thing that I wouhl 
like to suggest. It is very correct that 
when the donor cannot be brough'; to 
book the donee shOUld be taxed. 'rhe 
suggestion that I would like to maKC 
is, when they make a donee liable 
to pay the tax--Df course, they have 
given a concession saying that the 
tax should not exceed the gift that 
he gets-let not all donees pay the 
same flat rate. Supposing there is a 
rich man who gets a gift and there i~ 
a ,poor man who also gets a gift of 
an equal amount, let not the two 
donees pay the same amount of tax, 
Let the taxable capacity Of a rica 
man who owns properties worth a 
lakh of rupees and getting a gift of 
Rs 1 lakh and a poor man Who ownq 
noihing of his own and who gets 
Rs. 1 lakh as gift be assessed, The 
taxable capacity of these two persons 
is not the same even though the 
same amount would have been taken 
by them from the donors, When yOU 
tax the donee, let not a flat rate be 
introduced, Let the taxable capacity 
considering his total wealth includ-
ing the gift be taken into considern·, 
tion and the tax flxed. That is the 
only practical su!!!gestion that I would 
like to offer in this, 
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1\1r, Speaker: How will that be 
possible at all? 

Shrlmatt Yashoda Reddy: The Gov-
!rn en~ should take an a e en~ 

of his property. 

Mr. Speaker: It is only e a ~e 

the-donor canot be found that t'1(; 
amount is lJeing taxed in the han:if 
of the donee. 

Shrimati Yashoda Reddy: '!'he .• 1-
c.:me-tax officer can find out wftat 
property is held by the donee and 
he can proporticmately fix the ra'e. 
'l'here' is no justification for intTu, 
dl.r.ing a tldt rate on all the doners. 
That is what I feel. I feel that 
Shere should be a slight dis-
crimination between taxing a rich 
donee and a poor donee. That is 
on" humble suggestion that I would 
like to make. Otherwise, this amenil-
ing Bill which the Minister has in-
troduced is quite welcome. 

Then. as has been sta,ted by others, 
since India is faced with an emer-
gency today, Government should be a 
little more strict and careful in re-
covering all the taxes. They should 
not excuse anybody, no matter what 
the Dosition such a person would be 
o~din . Every pie of tax evaded to-
day means that much of additional 
taxation fol' meeting the emergency. 

Shri Hanga suggested the abolition 
of the gift tax because we need a lot 
of money for the national defence 
fund. Instead of abolishing the tax, 
I would suggest that if any rich man 
wants to give a gift to the national 
defence fund,' let it be tax-free. Let 
him donate as much money as possi-
ble in the form of gift to the national 
defence fund; let it not be taxed; let 
it be tax frep_ 

That is all that I have to ~ it. 

I whole-heartedly e~ o e this mea-
sure. The Gift-tax Bill is a welcome 
measure in the present social and 
economic set up of the country. . 

Mr. Speaker: The second Lady 
Member from Andhra. 

2340(Ai)LS-2. 

Sbri K. C. Sharma (Sardhana): Mr. 
Speaker, Sir .... 

Mr. Speaker: How did he get the 
idea that he was a lady Member from 
Andhra? 

Sbrt K. C. Sharma: I am sorry. 
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over I per cent of income earners." 



-253 Gift-tax AGRAHAYANA 13, 1884 (SAKAl (Amendment) Bill 42S4 

t 'l'iR ~ lll<'fm <iffrr t I wn:;a-;r 
<n: fm ~ t ij" ~ ;nrro 'l1n: ~ 
;;n ~ n;a-tfi ~~~~o -~ 

~ ~ rr~~ I ~;;i  ~ 

~if ' ~lI ;;i ~~ if ' ~ 

~ .<n: 'WI<: ~ '  'fiT 1N]q ~~ ~ 
~ i'ft ~ iff ~ <n: <I6T ~ 

~ I ~f ~ mtf.r ~ it ~
ofrtrf ~ I ~ ~ ~ ij" ~ 71fT ~ 

~~~f f; ~1l f I! 1f 1l"f"I!<1f<'M 
¥ <n: 'TTft;m m ffl~;  ~ ~ 

~ <r.nf rn qffl WRf ~ ij" q-m 
f.r<!;n;r If<: ~ ~~ m-r ~ 1.:1 1 ,Wl 4('11'l1 
if) lfll 4, if f~ ~ i;' ~ ~ <]" 
.~ 1 ~f if; tfl'!J  tfl'!J ;;iT ~ ~ 

if <ifT>T ~ if .m ill'fT if nl1 ~ 7~ ~  
~ ;;iT ~ <'M ~  ~~ ~  

f;;r;; if; mr w<fT ~r ~ 'lit gl1; 
~  ;;r;r "'f <n:<fi ij" ;;iT ~ ~ ~ 
tit ~ if!ff ~  ~f ~ ~ ;;iT ~ ~ 
~~li oii""if ~ '~ ~ 1 ~ ~ II 
lJl1SI'OT ~ fif ;;iT ~ ~ '  ~ ~ 

~ it -~ f~Cftt'if ~ ~ 

m-.: ~ ~ mm <fiT lIT ~ 

~ 'f; mm <fiT f«.-if-G ij" lfiTll ~ 
:;Wrr 1 ;;r.r C!lf ;;r) ~ <'M ~ ;a-;r <n: 
mq 'fiT \N]q if i1:) m-.: ~'f.t ;;r) tf f~ 

~f If;: ~f ~  ~ ~ if; mr ~ 
~ f~  ~ ~ C!lf 'fiT{ omr ~ 
~~ 'fiT if1l:f ~ r I ~ f~ ~ C!lf 

m-m: ~ 'fiT lJCfI<'f ~  ~ <n: 
~ ~ ij" m flr-;m: If;: if; i1:ll lfil 
lfiGl1 '3OAT 'if f~ I 

.m if ifR ~ <\1ff'lf.os"1< ~ 
~I r~~' Cif~ ~~ 

~ it ~ lii'l'f ~ f~ 'iT ~ 
;m ij" ~ W7lm <iff'll if@' i1:) ~ 'IT, 

~;;I  ;pf tern~  ~ t<m m.: 
~ <!'RT, ;a-if <fiT ~ ~ ~ ~ 
m wm-If;: 0fT1J: ~ i1:T>Tr I 

~ if; tfl'!J i1:ll ~ ~ No tiffi' 
~~~ ~ltiffi'~if; 

f;;;-# ~ f.ffl if 'fi'tf ~ ~ <:'fm 
lflIT ~ I 'q'+fT >.ft ~ ;;IT ~ t<m ~ 
if; ~ it ~ '!¥ ~til ~ 
f ~ I ~~~~ if;~ 

~ ~ ~i ;a-; - f.r ~ rn if; f~ 
~~~I~~~ fi  

~ ~ if; ~ ;;iT 'fR ~ ~ ;a-;r 
;t't <n:<fi II tf'.<m: 'fiT E<ITif f~ I 
~ ~ 'f>1 ~ 'f; f~ m'of'f. ij" 
mqif ~ fif,il;;rR ~ I 

~ if; tfl'!J tfl'!J;;iT tiffi' ~ 

~ ~ ~ <fiT 'ff i1:ll 'fiT ~~ 
~ ~ ~ 'fiT ~ 't. f<w 
~ ffir <tiT ~ if; f~ I mW-
~ <fiT oflf ~ ij" ~ if; ~ 

~ ~ ~fif;~t ~ 

~ <fiT 'fll M ~ -r1f~ ~ I 

lfil: ;;iT ~ 'fiT llTllm ~ ~ ~ 
~a~ . ~if;~ 

if $ CRf'f ~ if ;;iT <!iffi' -~ 

~ ;r.%' ~ ~ ~ ~  ~ ~ ;;iT 
t ~ 'Ii~~ 'r~~ 
i ~~~~1 

II ~ ~ W \!IT N.-Cfffif'l if ~ 
;;rT rrf~ ~ ~ ~ II ;a-;r 'fiT 
~ If<: W ~ I ;a-;r <n: ~ ifiTt 
~nr~~ I iiiflllfil ~~ 

~ fif; ~ !~ <n: ~ m 
ij" f.r;m: If't ~ ~ t'R1 it'fC if ;;ft 
~~ ;a-;j-<fiT ~~if ~ -~ 

~~ ;;r ~ n ~ n ~ 

~ ij" ~ ~ ;;rrli <nfiI; ~ 

~ ~ ~ ~ m-.: ;;ft #m w it'fC 
*t ~ ~ ISRll if il'T I 

Shri Himatsingka (Gcnda): MI.". 
Speaker, Sir, The Gift Tax (Ame:ld-

ment) Bill is a necessary measure in 
order to bring it in line with thll 
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[Shri Himatsingka] 
Income-tax Act that has been ~d 
by this House. I am glad, Sir, that 
opportunity has now been taken to 
introduce one or two salient measures 
which were thought necessary. 

Sir, I just want to draw the atten-
tion of the Hon'ble Minister to Clause 
16, introducing a new section, namely, 
Section 21A. A suggestion was made 
by Hon'·ble Member, Shrimati Yash-
\:Ida Reddy that the tax when realised 
from the donee should be dependent 
on the position of the donee. That 
cannot possibly be provided in the 
Act. But, I suggest that the amount 
that will be realised from the donee 
should be limited proportionately to 
the tax on the value of the gifts made 
to a particular donee. Sir, supposin& 
a donor gives to a number of persons 
different amounts of money, say, it 
the tax amounts to Rs. 10,000 and 
certain gifts are of bigger amount, 
then, the whole tax should not be 
realised from one donee but it should 
be realisable only to the extent of 
the proportionate amount of tax that 
is leviable on the amount given to 
him. Then, there will be no injustice 
and no heart-burning also. Therefore, 
if there is a possibility of that sugges-
tion being accepted by the Hon'b1e 
Minister, I request that that might be 
taken into consideration, to limit the 
amount of tax that can be realised 
from the- donee proportionately to 
the amount that would be leviable on 
the amount paid to thc particular 
donee. 

As regards certain remarks made 
by Shri Daji, in se-ason and out of 
lIeason certain Members want to 
condemn the Government for not 
realising taxes. The present let-up of 
the Act itself is such that there is no 
Question of the taxes that are being 
levied from time to time being in 
arrears a·t all As soon as an assessee 
files a return, the officer is entitled to 
accept it and tax the assessee on the 
amount of the return filed by him 
and realise that amount and later on 
make the ftnal assessment. Apart frOm 
that, aD usessee has to pay in advance 

the amount on the basis of the last 
assessment. Therefore, there is lIO 
question of arrears being allowed to 
accumulate unnecessarily. 

The oon. Minister haa ottell u-
plained the figures that are trotted 
out from time to time as arrear!\, A 
very large amount included in that 
figure represents taxes imposed years 
ago on persons who have now got 
nothing and the taxes are UDl'ea1i8-
able. The sooner the Ministry writea 
them off the better for them, so that 
they can show a cleaner picture. And 
I would suggest that whenever 'Ii per-
son offers to settle such old cases b7 
.payment of some reasonable amount, 
step3 should be. taken to come to some 
sort of a settlement. This big amount 
of Rs. 149 crores represents, I am sure, 
a very large amount of that. More-
over, to call Rs. 16 lakhs arrears in 
Gifts Tax as a very big amount illl a 
remark which must have been made 
on account of ignorance of fa t.~. 

There are cases. and I n~ of • 
case pending in the Supreme Court 
which involves an amount Of Rs. /I 
lakhs. Unless the case is decided upon, 
the tax could not be realised. There 
are certain provisions in the Act itself 
which give the appellate authoritiel 
powers to ,tay the rC:llisation. So the 
Department cannot realise those taxell 
where the higher appellate courtll 
have stayed the realisation. That ex-
plains, I think, the amount of Rs. 111 
lakhs which is said 1'0 be in arrears. 

Therefore, I support the principle 
Of this Bill and request the hon. 
Minister to accept my suggestion to 
limit the amount that can be realised 
from the donee proportionately to 
the tax on the gift made to him. 

Shri K. C. Sharma (Sardhana): I 
congratulate the hon. the Deputy 
Minister on bringing' this amenc\ini 
Bill: it is necessary and it will have a 
salutary effect. 

I WOUld, however, like to make one 
obeervation, that this tax evasion hal 
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a very significant effect not only on 
the finances of a country but also on 
the stability of a government, There 
was the time in the medieval ages 
when the stability of a State wu 
jeopardised by restless feudal law. 
That time passed 00. Education had 
its influence, and the stability of a 
State was jeopardised by the number 
of crimes and the nature of the crimes. 
Now has come a stage where the 
stability of a State is jeopardised by 
the number of tax evasions. Because, 
according to modren criminology the 
worst criminal against society is the 
tax evader because he employs in-
telli ~nt people, who are destined to 
help the social progress and the cul-
tural advancement Of the educated 

,cla.ses, to help him to evade the taxes 
to the detriment of the progress of 
the people. 

My han. friend Mr. Hanga said that 
there should be only one tax .... 

Shri Ranga: I did not say that; I 
said I do not agree with that proposal. 

8hri K. C. Sbarma: You are a good 
legislator then. 

So, tax evasion in India has taken 
two forms. In other countries too 
similar is the story but to a lesser 
extent. One is tax avoidance, and the 
other is tax evasion. Tax evasion is, 
of course, a crime all over the world, 
and it should be taken as a much 
more Rerious crime in India, because 
here it is the intelligent people who 
help in it. All over the world the 
Bar does not help tax evasion; 
in India it does. No Lawyer of 
some respectability, some emIn-
ence in his profesRion, would help in 
the matter of tax evasion or help the 
tax evader in a court of law. It is con-
sidered below something, against the 
ethics of the profession. because it 
badly tells against the progress of • 
country. But here in India .... 

Shrl Bade (Khargone): Sir, my 
submission is that it is very bad to 
say like that against the whole CW8 
of lawyers in India. 

Shrt IIarfsIJJ Chandra HathIII' 
(JaIore): H. represents that. 

Mr. Speaker: He himself represents 
that class. 

Shri K. C. Sharma: Here in India, 
unfortunately. the profession has not 
developed to that extent, though 
certain classes of people refuse to 
help. 

So my respectful submission is that 
in India, the tax avoidance. if it come, 
to the verge of tax evasion, should be 
made punishable. Because, what 
happens is this. Suppose a man having 
an ordinary shop is caught. The shop 
is somewhere about a hundred pacelli 
from his house. And he keeps a car as 
being necessary for carrying out hI.s 
business. That car is not needed to 
carry the owner to ten or hundred 
paces. That is one of the ways of 
tax evasion. Actually he keeps the 
car to take his children to the school 
etc. 

Mr. Speaker: It may be that the 
car is needed by him to carry those 
articles which are purchased to the 
residences of the purchasers. 

Shrl K. C. Sharma: As regards the 
expenditure on the schoolmaster. he is 
simply shown. as a typist for the shop. 
This sort of thing is a common inst-
ance in Indian tax evasion. It comes, 
as a matter of fact. to the verge of 
tax evasion. Actually it Is tax eva-
sion. not avoidance. 

Therefore, another offence should 
have been introduced, namely of tax 
avoidance, because it is so very ram-
pant and it badly affects the realisa-
tion of taxes. 

With these words 
Bi'l. 

support the 

,,'Pm mrfII; ~l ~  : 
~ ~  ~ ~ if <rft it 
.;;IT ~ omft ifi"IT ~ ~ ~ 
it ~ 'tl'lf ~ ~ ~ I q;:ft l'f'IIi 

qmt fit;;;I ~~t ~ 
ilffi ~~ ~ I~ ~r; ~ 
it itm ~ pr t: t;,; ~ ~ 'IN 
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Shri Shankara1ya (Mysore): I wel-
come this Bill. Most of the provisions 
of this Bill are intended to bring the 
Gift-tax Act in conformity with the 
Income-tax Act. But I wish that 
Government had brought forward a 
comprehensive Bill with some more 
stringent powers to prevent the loop-
holes and evasions. 

The Gift-tax Act has been in force 
for the last three years now and it we 
look into the working of that Act, we 

find that the income derived by way 
of gift-tax has not been enough or hBll 
not been up to the expectations when 
the Gift-tax was introduced. It falls 
far short of our expectations. 

When the Gift-tax Act was enacted, 
it was enacted along with the ExPen-
diture Tax Act and certain amend-
ments to the Income-tax Act. The 
main object wit.h which the Gift-tax 
Act was enac'.ed along with the Ex-
penditure Ta·" Act et.c. was to prevent 
evasions anu to plug the 10:l'pholes and 
to see that income is equally dis;tribut_ 
ed among the people and that income 
doe; not concentrate in the hands of 
the rich. These were the three main 
objectives which We had. We have to 
see how far we have succeeded in 
achieving these objectives, and whe-
ther We have not completely failed in 
realising those objectives. That is 
why I say that Government ought to 
have brought forward a comprehen-
sive Bill. We have now abolished the 
expenditure tax, and we have given 
liberty to persons to spend as mueh 
as they like. That is to say, one of 
the avenues which was contemplated 
for plugging the loopholes and for the 
prevention of evasion of taxes has been 
given up. and now only the Gift-tax 
Act and the Income-tax Act have been 
working. Of course, there is the 
Wealth Tax Act also. 

13.43 hrs. 

[MR. DEPUTY-SPEAKER in the Chair T 

As I said earlier, the income derived 
from the Gift-tax has not been enough, 
and it has not been in accordance witb 
the estimates that we had made when 
the measure was first enacted by the 
House. 

The main object in bringing forward 
the original Bill was, as I said, to see 
that the higher income groups were 
not allowed to concentrate money In 
their hands, and that the higher In-
come groups did not take undue ad-
vantage of the economic situation in 
the country to make more and more 
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money or accumulate money in their 
hands. 

Accord:ng to the reports of the Re-
8erve Bank and the Ministry of Fi-
nance the:nselves we see that accord-
ing to their estimates, the money is 
concentrated in the hands of the richer 
peopTe. The percentage or ratio is 
increasing. Instead Of decreasing, the 
higher income group is increasing in 
ratio. So, I believe that there must 
be some defect in the working of the 
Income-tax Act and the Gift-tax Act. 
If Government hul come out openly 
.... ith tl.e reasons why there has been 
an increase in the concentration in the 
higher income group, why there has 
been so much of evasion, and why 
tllere has not been a consistent in-
crease in the income-tax or gift tax 
collections in view of the accelerated 
development that we are having in the 
country, that would have been better. 
I wish that Government had brought 
forward a more comprehensive Bill 
which would have been more fitting 
in with the times, especially during 
this period of emergency. I do not 
kn[)w how Government are thinking 
in regard to this matter. But it is 
high time that they should see that 
there is no concentration of money in 
the hands of the richer people, and 
that the goal of socialist pattern of so-
ciety. where the income will be dis-
tributed over as wide an area as pas-
ili·ble is put into elTect. 

In conclusion, I would submit that 
the working of the Gift-tax Act and 
the Income-tax Act has not been on 
proper lines. There are bound to be 
loopholes. I am sure ~ ern ent 

~t be aware O't them, but they are 
not coming out openly with the facts. 
In the intere~t  of the State and in the 
interests of the economic development 
of the country, strict and stringent 
measures should be taken by intro-
ducing amendments in the Gift-tax Act 
as well as in the Income-tax Act in 
order to see that the higher income 
group does not get concentrated, and 
that the provisions of the Gift-tax Act 
are implemented properly. 

Shri Surendranath Dwivedy: I wel-
come this measure. I wanted to speak 
because I was in,;pired so to say, by 
the speech made by my hon. friend 
Shri Ranga. the leader of the Swatan-
tra Party. 

The arguments advanced by him 
against this Bill were rather very 
peculiar. He does not say that there 
has been no tax evasion. He does not 
deny that in this country there are 
rich people who have concentrated al-
most the entire economic power or the 
entire economic wealth in their hands, 
and he does not suggest how to break 
it, and whether the break is necessary 
or not. He does not go into those 
matters. The only argument that he 
advances is that since the administra-
tion is not efficient enough to check tax 
evasion, therefore. measures like this 
haVe no reason to be in the statute-
book. That is rather a strange argu-
ment. 

In this country, the gift tax, the ex-
penditure tax and other taxes were 
imposed because we wanted to reorient 
the entire taxation system Of the COUll-
try. Therefore, we were all against 
the proposal to abolish the expendi-
ture tax, and it was not as i:l the 
nation agreed to the proposal to abolish 
the expenditure tax. There was con-
siderable opposition in this country to 
that proposal. As the previous spea-
ker has pointed out, these are measu-
res which should not be judged from 
the amount of collection that we have 
'been able to make by taking recourse 
te) the administrative machinery, ·but 
they were intended to act as a deter-
rent on the concentration of wealth in 
a few sections. If the machinery hIlS 
not acted quite efficiently, it is be-
cause the executive which is in charge 
of this measure being worked succes-
sfully has not applied its mind to this 
to the extent necessary; perhaps there 
may be inhibitions in its mind also, or 
other infi en e~ may be woking at 
that level. Therefore, in my opinion,. 
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[Shri Surendranath Dwivedy] 

-to argue at this time that we should 
'withdraw this measure is not proper. 

On the other hand, I think that this 
is a golden opportunity. The emer-
gency provides us with a golden op-
portunity to adopt and initiate 
measures to reorganise and reorient 
our entire economic system in such a 
manner that a real socialist economy 
can be established in this country. At 
present what is happening is that when 
we are trying to establish this econo-
my. We are taking very halting mea-
sures. Sometimes, we are doubtful. And 
we do not want to annoy a section of 
the people wh03e support we want. But 
now, in this emergency, when We want 
more monc·y. when crores of rupees 
would be needed, I do not know what 
-other source is left in this country eX-
cept borrowing from foreign countries 
Or levying more burden on our pea-
sants. I do not like any burden on 
the peasants at this juncture, because 
agricultural production has to be in-
creased. and there is also resistance 
amongst the peasants to any increased 
burden on them. In some State9, 
where they had a proposal to levy 
more agricultural taxes, rightly they 
have withdrawn it. 

When the entire question cit financial 
resources an..i how to raise money in 
this country should be seriously con-
sidered now, we should not do any-
thing i~  will act as a deterrent so 
far as <lgricultural production in this 
cou;·,try is concerned. 

Therefore, it is necessary that we 
should divert our attention 1.0 other 
sources of taxation in this country. and 
this policv shOl,ld be followed rigidly 
that pe:ple who are able to pay must 
be taxcd and not those who are not 
able to pay. Which is the section 
which i. in a position to 

pay? It is that section which 
will be hit ·by thL. tax. I think it i9 
welJ and proper. Rather the Govern-
ment, as has been stated earlier, should 
have come forward with II me>re com-
prehensive propuoaJ ..... 0 nOW' Qley are 

going to tackle this since this Bill 
gives no other power. It is an amend-
ing Bill brought forward to make it 
conf3rm to the Income tax Act as hILI 
been stated in the Statesman of Ob-
jects and Reasons. I do not think 
there should be any objection to thil 
Bill and I welcome it. 
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Shri Prabhat Kar (Booghly): Mr. 
Deputy Speaker, most of the clause. 
of the Bill seek to put the gift tax 
administration on a par with the re-
quirements of the income-tax. That 
amendment had been made in 1961. 
One or two ·new clauses have been 
incorporated. One clause is to re-
cover the gift tax and make assess-
ment from the donee in the absence 
of the donor, where the donor cannot 
be found. As far as this Bill goes it 
is welcome. But we expected a more 
i:Jtegrated amendment. Many of the 
exemptions wanted under ordinary 
circumstances should be revised in a 
time of national emergency like this 
when revenue is more important. 

This Bill will only affect the persons 
who have enough money to spare. 
Prof. Ranga suggested that this Bill 
must go; his suggestion was because 
the collection was small-it was less 
than Rs. 1 crore for the last three 
years-and also because it catrSe9 ha-

rassment to the people, it should go. 
I would say that my grouse is also 
the same: why the collection L, so 
small. 

14 hn. 

ShrimatJ Tarkeshwari Sinha: Not 
during the last threc years; it was 
Ro. ao lakhs for one year. 
Shrl Prabhat Kar: I would rather 

say that we would have expected a 
better collection. But I know that the 
persons to whom this Act is applica-
ble, th'lse who have to pay the gift-tax, 
are persons who have got the best 
brains, who can manoeuvre-as Shri 
K. C. Sharma has said-to avoid pay-
ment of ta~ and also escape tax-pay·· 
ment. This is one of the reasons per-
haps to show why the tax-collecting 
machinery is not quite .intelligent 
enough to find out *hat the manoeuvre 
is and to collect the taxes. But then 
the harassment df the collecting ma-
chinery is not such a big thing at all 
to those persons who pay the taxes. 
To the big money-interests, the haras-
sment is not big at all. If today we 
are in the midst of this national emer-
gency. it is more important that the 
exemptions in rcspect of the gift-tax 
should be removed or at least revised 
and also the incidcnce should be in-
creased. 

A point has been made that the big, 
rich persons make gifts to some good 
causes, but the gift-tax does not debar 
them from making gifts. The only 
thing is that they 4hould pay some 
money to the Government, and the 
money that they have earned is either 
through expl'>itation of the workers or 
the common men or by evading taxes. 
That is why they are in a position to 
make the gifts. Therefore, so far 
as this Bill is concerned, the question 
Of taking it back does not arise. 

Shri Himatsingka was mentioning 
ab"ut the arrear.1 ot tax to whiCh a 
reference was made by Shri Daji also. 
It must be understood that some of 
those people in respect of whom there 
were arrears have gone away. But I 



AGRAHAYANA 13, IBM (SAKA) (Amendment) Bill 4270 

would only remind the House that our 
Finance Minister, Shri Morarji Desai, 
has introduced a new word which is 
known a. "effective arrears." Shri 
Dajj referred to the sum of Rs. 149 
crores as being the effective arrears. 
With the introduction of this expres-
siolj, Its. 149 crores slill remains, be-
cause, according to the Government, 
they were not in a position to cover 
t o.~e arrears or collect them, because, 
as Shri Himatsingka said, they have 
gone out. and theretore it was not 
p~ ""ible to collect this amount. 
Rs. 149 crores is the effective 
arreafs which is due to the Govern-
ment, and it shoUld have been collect-
ed; when today we are in need ot that 

,m·.mey and when everyone in this 
country i~ contributing his mite, it is 
ess('ntial that at least the dues which 
are due to the Government must be 
collectC'd. The Government machinery 
should function in a manner which 
will enthuse the people that all t.he 
revenues due to the Government are 
collected in proper time. This is not 
onlv a question of national emergen-
cy;' even the funda'Tlental rights of the 
people have bcen curtailed and curb-
ed. I do not understand how so much 
of arr"ars can be left over by saying 
that those cases are pending! This is 
something Which, I think, at this mo-
ment should not be said when we are 
making-and we should make--an all-
out effort to collect the money. 

Shri HimatsJngka: I never suggest-
ed that it should not be realised. I 
would be the last person to suggest 
that it should not be realised. If it 
can be realised, it should be realised 
even today. 

Shri Prabhat Kar: I never men-
tioned like that. I only corrected you 
in respect crt the statement that you 
made ab'>ut the collection of eft'ective 
arrears. 

This gift-tax was introduced as part 
of the integrated scheme to plug the 
loopholes in the expenditure-tax and 
the wealth-tax. Whatever be the 
reason, the time has come, I think, to 
reconsider the imposition of the ex-
penditure-tax, because those who are 

t'} pay tax at a h;gher rate are those 
persons who have got at their com-
mand intelligent persons. I do not 
want to cast any aspersion or any of 
the professions, but I would like to 
point out that the Taxation Enquiry 
CO'l1mittec has laid down that it is a 
pity that the best brains of this coun-
try arc being utilised by those per-
sons who indulge in tax evasion. It is 
a fact, and therefore it is necessary 
that not only this Bill shOULd be 
passed, but I would like the hon. 
Finance Minister to consider the re-
introduction of the expenditure tax 
and also the exemptions in the gift-
tax. 

Shrl MohsiB (Dharwar South): I 
support t.his measure. This amending 
B:11 has not introduced any new mea-
sures for taxation, but is only meant 
to plug the loopholes which were 
found in the Gift-tax Act. As the pre-
vious speakers have already pointed 
out, the gift-tax and the expenditure-
tax were introduced here to plug the 
loop ole~ in the income-tax law, but 
now we have to find out the ways and 
mcans to plug the loopholes in the 
Gi'lt-tax Act itself, and t i~ amendilll 
Bill seeks to pI ug those loopholes. 

Onc oJ' the J:-:"Dvisions in this Bill 
is intended to tax the donee who was 
hitherto not taxable unless the gift-
tax was not recovered from the donor 
himself. The assessing or the recovery 
officers found it impo"ible to recover 
that amount which was legally 
due from the donor as the 
donors absconded; and ~  now the 
amount could be recovered from the 
donee if the donor was not found. 
Many a time, it happens that the donor, 
in order to evade tax, goes away, and 
av()ids assessment and even the pay-
ment. In such cases, there were no 
re,medies open for the collecting ma-
chinery; and this Bill makes the donee 
also liable to payment of the tax along 
with the donor himself. If the Bill i. 
adopted, the taxation machinerY will 
be armed with the mensures for tak-
ing recovery proceenings against the 
donee also. 
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Another provision is this. The pre-
sent law had some limitations as re-
garcis tile amount recoverable from the 
donee. It was in proportion to the pro-
perty that was held by the donee hun-
seli, but now it has broadened the 
scope and thc amount could ·bp rl'-
covered to the extent 01 the property 
gifted to him. Of course this is in 
line w;th the general law that when 
the  tax is on i l ~ d as a debt and th. 
debt is to be re~o ered and in thp 
meanwhile when the person 2 ft.~ 

away the property it has to bp rf'-
~ red from the person to whom t.hl' 
property pa ~e  and to the extent of 
the property that passes. So. it is 
in order to be in line with that concept 
that this Bill has been brouiht for-
ward, and now the donee is !iablp. to 
the extent of the property gifted to 
him. It is a welcome measure 

The third provision i~ about em-
powering the Commissioner of GiIt.-
tax and the Central Board of Revenue 
. to tramfer the casp of th.· 2iJt-tax 
assessee without simultaneously tran.~
terring the income-tax cases. In a way, 
this will el~it not comprehensively 
-the recovery officers to recover effec-
tively the taxes due from the a e .~e

es. In this respect, I am fully in 
agreement with the enti ent~ eX-

pressed by Shri Dajj and another 
Member from that party. They werl' 
of the opinion that we have to put 
great stress on the tax-evaders and 
the persons who always keep away 
trom taxation. I am also of the opinion 
that. looking into the heavy tax ar-
rears, if the machinery becomes very 
effective and the laws are such that no 
evasion of tax is poosible, much of our 
needs in this emergency will be met. 
We have seen that even the poor man 
gives all the money that he has for 
national delence. But looking to the 
Rs. 149 crores that arf' still due, I feel 
that the recovery machinery will have 
to be geared up. 

While there are hundreds of per-
tIOns who avoid payment of tax, still 
more is the number who evade taxa-

tion itself. These people manage to 
evade tax, sometimes even with the 
connivance ot the officers of the in-
come-tax department. I know some 
officers who have made lakhs of 
rupees. Even a clerk in the income-tax 
office has got larger propcrty thaa an 
lAS officer. I do not accuse the entire 
machinery, but there are some Jik'! 
that. Appointment in the income-tax 
department is said to be a very lucra-
tive job. I am of the opinion that the 
Government will have to keep a watch 
on these dishonest and corrupt officers 
who help in the avoidance of t~ ation. 
If proper precautions are taken to see 
that no person avoids or evades taxa-
tion. I think much of our problems 
will be solved. The Finance Minister 
ha;; already warned us that he will 
come with new taxation proposals. If 
strict measures are taken for recover-
ing the arrears and for preventing 
avoidance C1f taxation, I think new 
taxation measures may not be neces-
sary at all. 

With these words, I whole-heartedly 
support the Bill. 

'" q ~  : '3' ~ ~. 
~  flm: rnr ~  f;n;r ~ ;;r.r 
~it m <iT ":m ~ ~  fif; ~ 
n:.rr ~ ~ fif; ~ if w;;r ~ 
~ ~ mf'li WI': mw:r ~ 
~ ~ ~ eft ~ flm: rnr 'liT R<:r 
;;r.r ~ I 1'1 'l qm 'IT eft m-~ 
fl rnrltit~~~~ I 

m-m: if !fiT'll'r 'f'iff gf ffr m<: ~ 
~ if ~ r rfte m rorr ~ I 

fiI;q.rr ~ 

"Secondly, Prof. a~dor himself 
has estimated a revenue Income 
of Rs. 30 crores a year by the 
introduction of the gifts tax, but 
the Government itelf by means ot 
'he BilI as it is introduced have 
an estimate only of Rs. 3 crores. 
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By means of the changes the Bill 
has undergone in the Select 
Committee, we fear quite justifi-
ably that even this estimate of 
Rs. 3 crores might itself be 
slashed down to a considerable 
extent. Therefore, the Bill does 
not. satisfy even a shadow of the 
requirements and expectations." 

~ ;;rq ~ f~ ~ lIfT <:fliT 
m ifr( it 'ifiri g{ 'l'T flti ~ 0 ~ 
~ r~ <mIT ~  ~ ~ ~ mit <ir 
~ 'l' ~ ~ ~ it;;rr~ 

t" <rR ;q;r <;0 'f~ ~ t.r ~~ ~ 
~~~~ I ~;;r flti ~ 
tt'fi ~'fiC 'Iil'<'f it ~ ~ ~ ~  ~f  it~ 
'fo'l Wl'ft ~  ~ '1ft ?;rr. rn 
~ f<'fit mCfili" it ~ ~ '1ft 'ir~ 
~ a<r flf'P-' ~.'  f<R' ~ ~ 'fiT miTT 
'i f~ 'l'T f;;rnif f~ it~ ",qcT -q 
~ f.r ~ Rit ~ ~ ~ ~ f'f~lf 
fif~ ~ 't I ~ ~~  iflIT 

iflfT ~ II ~ ~ ~ <:li'ifT 'ifTlfIT 
~ I ~ ~i ~ gifts made by 

Government Companies ~ I ~ 

'il"f flti ~'!ilf~ rn <'f'Ti't 'fiT 7lI ~ 
;it<: 'fmlT ~ ~  ~~ mm: 
~ q.m lItIffi ~ a<r l" " lIT <; ;;r;ff 
'tiT ~r am.:: <r.<: ~  lflIlf.t; l, '1ft rnr 
~ ~ ~ 11m RlIT ;;mIT a I fi:!i.:: 
~ 1liP!' ft 'Ifl'if (¥) it f~ 
(;t ~  "'Ill iwr '1m i I ifU 
~ ~t .... ~ ~ ~!lI'  mr"r ~ 
~ ~~41 il:.U 11m 'tit.rr.r~ 
lti1: ~ ~ I ~ (rlf ) it 

·bonafide gifts made in the CJurse of 
and for the purpOSe of a husiness, 
profession or vocation, ~~ 

~ ~lI ~~~11  
~ t ~ tt'Tr I ~ ~ ~l  it 

gifts mad; by' a ruler out of his privy' 
purse, in accordance with the practice, 
usage Or tradition of his family, for 
the maintenance of any dependant re-

lative or for the performance of offi-
cial ceremonies, ~ f~ ~ 

~ I ~ ~ ~  'I1T ~if 
it ~ ~ ~fltiif l!13!fii: ~ ~ f~ 
flti .m: i'i ~ <r.iliT it 'liT ~ lIfT 
f'" ~ ~ f ~ ~r.t ~ I ~ 'if 
'ifflti itJrrf'if.l" <:!f ~ I!TT fif ~ f.ffit~ 

~~.~~~I~ 
~ it t ~ ;fle o.iT ~~ 
llI'R >.fr it 0 fTr 0 oei)tf if f<ro lIfT f '" 
~~~i r.t~~ 
~ i'nrTfu'r 0lJ ~ iJiiftt 'fiT ~ ~ 
~ ~ m if lIfT ~~ ~ QIl1'lI' 

~ I 'fi' lI'i f~~fif; 
~o ~ <.'lm' ;;r) mifT ~ I!TT, 

~ ~ ~~ ~ ~ iIl1' ~1f i  ~ 
~~~ ~ ~1ft~ ~ I 
Cfifo"I' 'fiT ~ if) lI'i?: I!TT flti ~ itm 
~ fff Cf f11 ;~ a-<ffi (J;ilfrie) f.r<:r 
"I'Tlfr;;mIT f~ ~ QIl1'lI' ~~  
~ <r.<: Rit;;rA' \'Ilf'f.' ~ "') m;;r 
;;it 'fiT'iir .~ ifft ~~  ~ ~ ora ~  

~I 

~ ~r.n lIT"l";fT':f ~  it llI'q-it 
~~ ;fle it mr ~ : 

"We are in particular against 
the exceptions of gifts made to 
spouse and even if ar~ia ent 
might be unable to accept this 
view, we would strongly urge 
that the exemption limit 
in case of spouses should be 
brought down to Rs. 25,000. We 
also could not endorse provisions 
in the Bill granting exemption 
of gifts made by companies and 
see no reasons whatsoever why 
individuals and companies should 
be viewed differently in this 
regard." 

~~ ~ fll'fC fcm iftr ~. 
~ ~ ~ lIT <; 'l;l'RfJPit if t:l,'ifi ~ t 
i:llIT<: "" orr m<: flT'fC ~ ~ if) ~ ;fA 
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~ ~ ~ ~  -:n'ii'q ~ l[Rrr '1m: 
~ ~ 'til' ~o I m<: lW>: ~I  

fir<; it « f.m<:r fl..-!r;;ntt m<: l:I'R ~ 
'~ N."if Olrd tit>: ~ ~ If>T ~ 
~f~ ~~  r:l"f <'fT11T ~ 

iff ~ ~ it. ;u+if.t it Cjfif f'li 
.~ 'l'i1 ~ -~ 'liT ~ ~ 'tirniT 
q':IT fl:ror ~ 'IT I ~ ;ft;;ro 
~ ffi;r 'tiT ~ ~ m Q;m-~ 
~ ~. ~ ~ ~ ~ itT;r@ 'timr 
~N. ~it~~ I 

"Under the existing law the 
donees are liable to pay the tax 
determined as payable by the 
donor if it cannot be recovered 
irom the donor. This liability is 
subject to the limitation of pro-
portionate amount of tax on the 
value of gift received by the 
donee. It is proposed to amend 
the existing provision by limiting 
"the liability of the donee to the 
extent of the value of the gift 
received by him as on the date 
of the gift." 

~ ~ it '311 iifw:r ~ ;fflt 
~r <tiT ~~ it ~ wifuir fiilOl 
rnr f.r'f.n:rT 1fT 'W ~ iii<: ~ """ 
mlf ft;r.rr ~ I 'mfii 7.16 rifu1r f'f<1 
~ WIll" ~ ~1 <1TlIT ~ fir. ~ ~r 
~  'mfii l!~'.l if 'li n~  'Wf.t am 
:;fA" 'fiT ~ g-m" ~ m<: ~ 'liT 
~ if; f.;nf ~ 'liT 'l("lfffl" ~ I ~ 
l f~ f N;ifi ' 'ti ~rnif;~ 

<'IT7.JT l"fIIT t: I ifi1!" ~ ifi1!" f~ if; ~ ~
~ ~ ~I'f f~ ~ ~ '3"<r'tif m 
~1f Q; -~;; ~ I 

~o ~o ~ a1IT ~  

~~~~~~ N. ~ 

fmfW"r ;fie ~ cmr f.r.<f.r ~ 
.~ ? 

.n .. : ~ ~ ;:ftc ~ ~ ~  
f~ cmr 1{T l[r cqfiffl" tf ~ ~o ~'  

<'I11iT it m;(1f q;;rrr 'Wf.t fmfW"r ;fie 
f<w ~ I qtT<: ~ ~~ ~ 

m 1l' ~ ~ f<t>m<r m 'tiT ~ lilfT I 
!' 

~~~it~~ 

~ ~ 00 ~ m ~ <'m¥ WIT fiT. ":{ orr.iT 
~ crT ":{ <'Tr9 W1IT ~  m<: "fi1: <f\f.rlrt il:T 
crf ¥ <'fTlJi W1IT l[T ~ ~ it; orr'{ if 
~~~ lf~~~ 

f'ti ~ if; l!"f.t ~ crm; lIT ~ 
~ iii<: ~ ~ it +rT ~ ~ <'fTlJi V 
~ ~ ~lr r I 

If 'z:1'f ~ ~ If>T ~ 
~ gtJ: ~ it ij"(if>"f"{ ~ • fit; 1I1 
~'r ~ ~; p f ~ ~ ~ ~ f.:l"tmrr 
~ ~ ~ 'tiT 'HIT f;r.r ~ I 
'ilfffl" 1;." amf 'liT ~ N." ~'ffi  

m<: f~ ;!<ffi if ~  ~ ~ '3"'ffl 
~ f"'<IT ;;rnr i'fTf.f; ~ 'tiT ~ .r<R:-
!f.l""f if ~  .r« 'til' 'ilfffl" ~ ~ ;;~r ~~  
l r~ I 

Shri Sham Lal Saraf (Jammu and 
Kashmir): Mr. Deputy-Speaker, Sir, 
while supporting this Bill I would 
like to submit that the Goverruneni 
has tried to bring this tax in line, a8 
far as administration is concerned, 
with that of the Income-tax Act of 
1961. I can very well understand 
how much it will facilitate the work-
ing of this Act and how the staff al-
ready working in the Income-tax De-
partment will be in a position to 
function. 

I do recognise that some of the 
provisions have been made a little 
clearer here about which one of my 
hon. friends here have not been in a 
position to speak with some clarity. 
Though I had no mind in the begin-
'ning to speak on this Bill. I feel that 
now I am prompted to speak about 
those provisions also 
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I would lell Shri ll:.lde, who was 
speaking just now, that we must no~ 
forget the conditions through which 
we are passing, our social conditions 
and our reJil!ious beliefs and suscep-
tibilities. It is mostly seen that gifts 
are made for some purpose. Gifts 
are made, for instance, in order to 
perform some dnarmic ceremony. I 
know a number of cases where gifts 
have been made by elders, ,by near re-
lations or sometimes even distant re-
lations, who have no progeny, in order 
to see that those ceremonies are per-
formfld afterwards. Gifts are made 
in order to carry out the wishes of the 
donors. Gifts are made for certain 
philanthropic purposes. Gifts are 

.made in order to contribute towards 
certain institutions like educational, 
health and other institutions which 
the donor may not have got time to 
look into. Gifts can be made other-
wise also, where perhaps the purpose 
may not be a very bona fide purpose 
of the donor. 

That being so. I am one with the 
mover of this Bil'. in saying that the 
way in which certain clarifications 
have been drawn out here has made 
things very very clear. Firstly, the 
definition of "assessment year" creates 
convenience for the assessees as wel! 
as the department. This is very 
welcome. With the definition given 
for "charitable purposes" it is open 
for the donors to give money or other 
assessable gifts in order to help chari-
table institutions. The administra-
tion of this Act by the Department 
has been, I should say, straightened. 
Certain provisions have been included 
which will help the assessees in get-
ting things done. Provisions have 
been made by which the inspectors 
can work, he·l.p and assist the assessees 
in the way they ought to. 

As far as other aspects are concern-
ed, for example, the question of eva-
sion of tax, it is a question which is en. 
gaging or exercising the minds of the 
people of the country as a whole. I 
have to say a few things with regard 
to that. I am happy that the hon. 
2340 (Ai)LS-3. ., 

Minister is also present in the House 
at the moment. Firstly, there is a 
section of people in our country who 
have become, I should say, tax eva-
ders. They would like to evade tax 
at any time and take advantage of 
any opportunity that they can get. 
At the same time, there are one or 
two things which I have myself 
observed. Much depends upon the 
behaviour of the income-tax officer 
concerned. Much depends upon his 
honesty and how he deals with his 
clientele. I say this from my per-
sonal experience for the last so many 
years. Whenever an officer has been 
good tempered, co-operative and 
honest, he has been able to co'.lect 
much more revenue to the Govern-
ment than others who lacked in those 
qualities. What happens is, some 
officers sit like demi-Gods in their 
offices caring very little to what the 
assessee has to say. Some of the big 
businessmen or business magnates in 
big cities might not have felt any 
difficulty, but as far as the country as 
a whole is concerned, as far as 
thousands of other people outside in 
the mofussils are concerned, they are 
not treated well by the officers. The 
officers may not be corrupt, but it is 
the sort of arrogance that is' coming 
out of them that creates such an im-
pression among the people and which 
sometimes perforce makes people re-
sort to evasion. My submision would 
be that in the departments such con-
ditions shou'd be created by which the 
officers at all levels treat the people 
as they ought to. 

Secondly, efficiency should, of 
course, be there. I am happy that 
in the matter of taking decisions and 
hearing of appeals the Government 
have earmarked maximum periods. 
That is a welcome provision. That 
will also help in a number of ways 
to smoothen the working of this de-
partment. 

Another thing is, where evasion ill 
noticed, previously only the maxi-
mum punishment was provided in the 
Act when the tribunals or the autho-
rity concerned gave their awards. But 
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in this i~l they have provided the 
minimum and the maximum punish-
ment. This means that a person who 
evades will be given at least the 
minimum punishment. Previously we 
never knew what sort of punishment 
was given by the appellate authority 
or the tribunal. I am glad that they 
have provided a minimum punish-
ment. 

They have taken care of one more 
thing. While assessing the tax, the 
donee has also been brought in. 
Sometimes, in order to evade the  tax 
the donor used to giv(' some of his 
property or cash in the name of some 
donee. But now the donee also has 
been made responsible from whom 
this tax can be collected. One im-
pOl·tant provision is, tax will be co!-
leeted from him only to the extent he 
ha;; been benefited from the gift. That 
is, if the donor is in arrears for much 
more tax, the donee will be taxed 
only to the extent of the gift that he 
received. Therefore. I should say, it 
has bren made really more realistic. 

Steps have also been taken to see 
that these  taxes are assessed in such 
a way that it does not disrupt a Hindu 
jOint family or a business concern. 

Keeping these things in view, 
would again submit, if the <ieparlment 
is galvanised in the proper way and 
it is inculcated among the officers 
from top to bottom that they shou'd 
deal with the assessees in the proper 
manner, I am arosolutely sure that a lot 
of evasion can be avoided. As I said, 
in a number of cases people resort to 
evasion only because of the behaviour 
that our officers show to the people. 

With these observations, Sir, I sup-
port the Bill. 

.n ~ ~ ~  : :jqwm 
~~lf  rr~ it ;;it mr ~ ~ ili 
~~ ~r ~  ~ if ") ffR ~fi t ~  
~ ~ 1llllT<fn ~ ~ 'fiT.IT 

~ ~ I 

! ~ f;r.r 'tiT ~ ~ it; iWJ ;;rT ;:m 
~iffiiI  ~ ~ ~ >IT ;gr ~  ~ ~ 

lflf ~ 

"A Commissioner of Gift-tax 
may empower any Inspector ~f 
Income-tax to work as an 
Inspector of Gift-tax under any 
Gift-tax authority, and when he 
is so empowered, he shall perform 
such functions in the execution 
of this Act as are assigned to him 
by the said Gift-tax authority." 

~ f~'f 'f."T.iT ~ ~ for. wr<: 
n:r. ~ ~  'Wi >r.'hrr, o't ~
~ ~~ I~ 

it; f.""'fT"( 9;J1T7 ~ ;;ft'f." 'Dl"T 'f.T 'lTT ~ 
<AT f~ ~ ~ 7 ~ "f'lTT 'f.T 'lTT 
ll"Mf"T <AT f~ .mr, ifT # ~  ~ 
'f:TI1 %t 'f.7 ~ I 'R" fim u:: r( 
mlf 1~i1' ~f~  

~ 1ft ~~ if; f;;rn; <Po" 'i<f it ;mm 
;;r ~ ~ f'ti ~-i'ffi it; ' ~ 'tiT 
flm" -Z'Pf 'f.T 'tiT1'f 'f ~1'l  ~ I 

-miT it m;;r if'r. flT'R i1' mflm" 
"ItT for.lfT lflfT ~ I ~ ~ W Il"i'-.ft 
if'r. W: 'l"NT ~ W l ~ err. ~ 

"fro ~ ~ it; f~;; n 'ATlfT'.iI" ~~ 
~ I srcrft q'fl;; ~'if 5NT ~  ~~ 
it; ~ ~ it ... ~r ~ ~ I rr~ 

~ 'tiT m flftR if mf;r;:r if."{ f~ 
omrr, a-T ~ f;r.r it; iWJ f~ ;;rIT;:r 
W: ~ it; ~l  ~ it ~ ;;rr lJifmT 
.:rr I ~~ ~ f~ 'tiW for.$i 
'tiT 'lTT 11m" it mf1R;r if."{ f~ ;;rrq-
W. m ~ ~ "lfro ~;;r ~ ~  i'rit 
erA, ~ ~ l q;: m WTflIT ;;rr;rr 

~I 

~' i~;;it~~  i3"lJ 

~  ~ ili ft r~ 'tili ~ ~ ~nt 
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~ ~ 1 it fn:2t" ff.>1Tii ~ 1 ~ ~~ 
7~ ;;rrii 1fT ~ g7 ~  ~r.t 'I ~ ~ it 
-mr f~ omrr ~ 1 ~ 'fti" <Tm +l"T in'j 
~ €'Ff 'f.T <n<r.T ~ "1m ~ <:fT ir't 
.(;:fj 'fOr ~ f.r "fTifr f., in:f llTST 'fOT 
v'liT 'fOT -.wrf f., in:f ~~r <it q ~  '? 1 
"1m ~  if7t rrr:fT 'fOl· ~ ~ g ;,;itT 
~ 'fOT ~ if ~ 1 fw "WIT ~ 1 itt 
;rT'f ~ offt ~rr if'f<;rn:fr 'f.T ~ ~ 

0WlT ~ 1 ~flf if f"l"f mf"flfO ~  i,? ~ 
~~ 1i'l<rr ~~ ori 1., "3if if. ~ 
;f.rt. n.~'f <r;l"f f"flTI OWIT g 1 iror 'MRT 
t fifO "3"if ~; f1r<:flT.li +1"1 ;t[l'?! n;o.mrr f~ 
~if  "fTfm 1 -.j't fl1<i mf.:""f'f." ~ ~1  
~  ,,:"IT g, oTr €·'Fii ;;-;;.r;.mr g, 'IF. ihr 
't ow .. -iiTsrr 'f."T''1T g qr-~ 'l'"T ~ 
fS't'1 r,;;;;r 't. ~ >m fW-f;fr ~  
~ ;roT ~ if 'iR f~ ~;rr -f f~ 1 

"'.'1 ~ ~i'~  ,if r..'~r r ,.fflT ft, "3'1" 
;roT >.frer TJ1.':'T ~r "JiT.fr ..n~ , lp~ 
"ftrTi ,it 'r"f "f"T5 ~. f'J7'Ffr7 lf07 ~ i"!" 
it <r;l"l ~ ;r f?7.rr :;rm ..nm 1 

ir if 'l f r'f. ~I'f I i'f~ 

Jf'1i'rr ~ >:fTlR ~ 1 ~'1 if. f~ i:if 
fcrnr<:r .. if'lf"T ;rof 'f~ ~ 1 if ~ 
t fir. ~1 f7 f"f'ii 'lm fl1i'1l ~ ;f~ 
lf07 fu<n ~ 1" <:fT ~ if. fN.>:r 'f.T ~ 
6"f ll:T l:rfom g 1 

I14t~1  ~14' : ~ ~ ~ ~ 

"'" 1 f~'  ~ : it ~ gT ~ 
~ ~ fit> ~t <:rlfO flT'R: €<m !fiT 
~ ~  If"€iT ~  <rft;:lf; ~  +rT €<m 
fir"f l1If~ 'liT ~ iI~ ~ ~ ~ 
"liT ~ rn if. forit ~ iI«fT ~ 
;of~  lFM ~ ~ ;;rf.t "11m' 1 
~ ~ 'Ii~ i!\l l1'f f~ it ~ 
..rr -:;n;ft ~ 1 ~ +rf1f)1irurr 'fi '~ 
I1f~ f.f ~ i'Ril ~ ~ ;r.'hrr, 

~ if. "IN <rg-'f "Wfr it ;ro m"1lT 
~ lf  1 

f~ €'fl1 ~p- ~iflf - . ~ if. 

f~i  'fiT Wi' W'l"l"f W'I"·l ifiI' <:liT 
lf1n" <IT ~ '1 i'f ~ ~r 1 Sif ~ 
~ W'l"l"f 'liT ~ ~ 1 

~ q·;c.:r if. "IN if ~'1 for"f 'liT 
w.ff,'! 'f.T ~ .if ~~  ~if 'fi""7<fT 

~ ~f; ;r ~  i'Fii i:r iI"'if.t ;m;J'f ~ flFlT'ii 
~ ~ if~l ; ;~ ~ ~  ~ +l"T '3"'5Tit 

;; l~ .... ~  ~ it" fif'f~ i I 
Dr. M. S. Aney: 1 had no intention 
I" intervene 111 this debate at all, hut 
having heard the speeches of three or 
four hon. Members 1 do think that I 
should ~a  a few words. 

Many hem. Members have probably 
not. read the Statement of Objects 
and ~ on  attached (0 the Bil! 
wh;("j, mentions the object.s lear~ . 

Th'.' tir.;t object is (0 bring it in line 
with the Income-tax Act in certain 
respcc:ts. The second object is to re-
move an anomaly that exists in the 
law that whereas a donor can be pro-
ceeded against for the recovery of 
gift tax, the .donee cannot be pro-
ceeded against. The third is a 
procedural one to remove certain 
defects in the existing enactment 
to invest the gift-tax officers witl]. 
the power to transfer cases. Thpse 
are the three objects with which 
this Bill is brought before the 
House. Every other thing that i~ 

being spoken here by most of my 
friends is outside the scope of this 
Act. It may be that in their opinion 
Govenment should have brought a 
Bill including all those matters which 
they consider as proper for taxation 
but not included in this Act. There-
fore, the debate is going on matters 
which are not covered by this Act 
rather than on matters which are 
covered here. That is my first objec-
tion . 

Then, my hon. friend, Shri Bade, 
who has no doubt a very studioliS 
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mind, who goes into all the previous 
!iterature about any matter that is 
brought before this House, has gone 
through the proceedings of the Legis-
lature regarding gift tax when it was 
first enacted here, the report and so 
on. But what was the result of it."! 
The view which he puts forth was not 
supported by more than three or four 
persons in the Joint Committee. Then 
the mattcr was brought before the 
o .~e. None of those amendments 

was brought before the House and, ;f 
any were brought forward, they were 
rejected by the House. It means 
that the House has given its opinion 
only a few years ago, some time 1'11(0, 

that these are matters which, in the 
opinion of the majority of this House, 
which is representative of the coun-
try, are not liable to be taxed at ;!ll 
under thE' Gift Tax Act. With this 
clcar \'erdict or view by the nation, 
and particuiarTy by this House, Gov-
ernment was right in not taking those 
matters into consideration when they 
thought of introducing certain other 
provisions for making this Art more 
workable and more vigilant. There-
fore, in my opinion, those are matters 
which are outside the scope of this 
Bill. If they feel that more revenue 
is to be raised by Government, they 
should discuss this matter with the 
Government and try to make the 
Minister introduce some other Bi!l for 
that purpose. So far as this Bill is 
concerned, their objections are not at 
all valid. Therefore, so far as I am 
concerned, I give my whole-hearted 
support to this Bill. 

In view of the emergency, it may 
be that there are other things which 
should be taxed or can be taxed. The 
Finance Minister is sitting here. He 
is very vigilant. Every day he is 
looking very carefully into every 
matter from which he can pick up 
some money and put it in his pockl.'t. 
That work he is doing very vigilantly. 
It would be of great· he!p to him if 
Our friends go and have a private talk 
with him and suggest some other way 
and, at this critical time, strengthen 

his hands in getting more money for 
the nation to help the Government in 
this crisis. Sir, I whole-heartcdly 
support this Bill. 

Shrimati Tarkeshwari Sinha: MI'. 
Deputy Speaker, Sir, I agree w;th the 
last speaker when he said that the 
hon. Members, when they went into 
the entire structure of taxation sys-
tem, were speal9ng much beyond the 
scope of the present Bill. This 
amending Bill is incorporating provi-
sions on income-tax which are appli-
cable to the gift tax and a!so some of 
the procedural matters. So, I would 
not like to waste the time of the 
House by going to reply to tI-.03C 
arguments which have been raised 
here and which are much beyond the 
scope of this Bill, but I would certain-
ly inform the House about the arrears, 
as they are under the Gift Tax Act. 

The total amount of gift tax right 
from its inception at the end of 1958 
to the 31st March 1962 comes to 3' 67 
crores. The smalJ amount of Rs. 15 
lakhs of effective arn'ars which is nOw 
pending forms only 4 per cent of the 
total col!ection. It is not such a big 
amount as to say that there is no effi-
ciency in running the Gift Tax Act 
by the department. It does not prove 
that. Then, as the hon. Member who 
is sitting behind me has pointed out, 
a big sum of Rs. 6~ lakhs cannot be 
paid to the Department because the 
High Court has ordered otherwise. 
We have moved the Supreme Court 
for a decision. If the Supreme Court 
favours us, we shall be able to realise 
that amount. 

The original estimate of gift tax 
was Rs. 2 crores. A gift is really an 
uncertain factor. If nobody makes a 
gift, how can we assess the amount? 
So, if an overall estimate is made, 
that estimate cannot all the time 
prove to be correct hundred peI: cent. 
We made an estimate of a particular 
amount, taking so many factors into 
account. It did not come up to that 
expectation not because thl.'re "lUI 
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been any lack of o~le tion or t er~ 

has 'been some evasion. In fact, no 
case of evasion of gift tax has come 
to our notice so far. Therefore, hon. 
Members should bear with me when I 
say that less collection js primarily 
due to the fact that proportionately 
lesser gifts were made. The collec-
tion Ilt:ures given by the hon. Mem-
ber. Shri Daj; is wrong. He referred to 
Rs. 80 lakhs. It is not Rs. 80 lakhs; this 
year it is Rs. 97'86 lakhs or nearly 
Rs. 98 lalths. 

Then there is another point about 
the arrears. Even in his last budget 
speech t1:te Finance Minister, who is 
sitting here, indicated in detai! what 
the effective arrea!', of income-tax are. 
MeJllbcrs have quoted effective arrears 
of Rs. 149 crores, but when we go into 
the detail, of total arrears we shall 
find that some of these arrears may 
be effective in the sense that we hope 
some time or other to recOVer p~rt of 
them, but they arc not effl'cliv .. im-
mediately. 

Take, for example, the pendin~ 
appeals, That comes te> nearly 
Rs. 28'38 lakhs. How can we collect 
it because they are bef<Jre t.he courts? 
We cannot collect it. Then, another 
amount which looks a bili: amount like 
Rs. 64'32 lakh, indicate. the demand 
which has not yet fa~lp.n due. Until 
and uniess the demancl falls due and 
it is recoverable, though We count 
that in the estimate collection. we 
cannot take o ni an~e of this in the 
rctul'llS as adually with the Govern-
ment or as revenue earn cd by t ~ 

Government or in the possession of 
Governmcnt. So, before hon. Mem-
bers really come t.o such a hasty' con-
clusion. I would like that they should 
not conveniently forget the past 
figures which have been quoted time 
and again in the House. They come 
prepared with so many arguments but 
I would beg of them a'~ o to take note 
of those figures which have been given 
to the.Houseand which have not been 
challenged by any authority. They 
cannot be challenged because they are 
figures given by the Government 

which has got the fullest authority to 
give those figures. 

Regarding companies under liquid,,-
tion, howsomuch ell'ectivp methods ~ 

may adOPt-that really brings ne~I'l  

Rs. 6,23.00.000--how can we collect 
those arrears? Maybe. we are hoping 
against hope that the condition of the 
person may improve and he may be 
able to give some tax as is charged on 
his income or wealth. But until and 
n~e  the financial position improve3 

and so long as the companies do not 
have a second life, how can we col-
Ire! this amount? 

Then. double income-tax reliefs 
which are Yl't pending cover nearly 
Rs. 6,24,00,000. They also are not re-
coverable. This really does not indi-
cate that all the arrear" are going to 
come to the Government by taking all 
steps. But may I assure th.. House 
that this Ministry is very vigilant 
about o~le tin  all such arrears which 
can be collected. Whatever organi-
sational improvement is possible, we 
are adopting those ways and means to 
collect the arrears on which we can 
lay our hands. 

Only some time baCk a meeting was 
called of all the officers of the Depart-
ment to go into this specific question 
of how to improve the administrative 
machinery and how really to take into 
cognisance this problem as also to 
adopt those methods by which the 
who'e administrative system may 
show improvement in the collection 
work. I might say that the hon. 
Finance Minister IS very particular 
about two things in his Department. 
One is that the arrears must be re-
duced and the second thing is that 
the public may not be inconvenienced, 
that is, the refunds which arC' due to 
the public should be given to them 
immediately after the refunds are due. 

The hon. lady Member referred to 
donations to the National Defence 
Fund. The next Bill is going to pro-
vide for that. The House knows that 
donations to the National Defence 
Fund are exempt from taxes including 
the Gift-tax. 
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Then the hon. lady Member again 
said that it may be Rs. 4 lakhs for 
four wives. The hon. Member sitting 
opposite has already e p~ained that it 
does not matter whether it is 'spous-e' 
or spouses'. One may have four 
wives but the relief is only Rs. 1 lakh 
for the spouse. So, she is under a 
mistakcn notion. 

Shri Daji: That too is high. 

Shrimati Tarkeshwari Sinha: do 
not know. Sometimes a person who 
reccives that has 1<> maintain the ~n
tire family and nobody, I think, is 
taking the responsibility of maintain-
Ing that family. No guarantee is 
given by the Government. I do not 
accept that in all such cases it is mi>-
used. 

Shrimati Lakshmi Bai: You mention 
only 'wife' and not ·wives. 

Shrimati Tarkeshwari Sinha: It is 
'spouse' and spouse means wife or 
wives or husband. 

It has been pointed out that the ex-
penditure is very high. But the ex-
penditure is so low that we are proud 
of our low proportion of expendi ture 
to the collection work that we do. It 
is not even 2 per cent. The expendi-
ture on this is I·S per cent. This De-
partment can really take pride of the 
fact that though the o~le t!on  nave 
gone up very much and the arrears 
have been reduced rapidly, :lur 
expense ratio has not increased at all. 
It is very low compared to the increase 
in collections. I can also take pride 
in the fact that the whole brunt of 
the burden is being shouldered by the 
existing staff of the Department in 
spite of the fact that so many new 
taxes have been levied. We are quite 
satisfied. 

The han. Member probably does no~ 
quite understand the working of the 
Income-tax Department and therefore 
he came to this conclusion. The Gift-
tax and the Wealth-tax form part of 

the total integrated system of taxation 
in coilection as we!l as in administra-
tion Therefore certainly our officera 
have to talfe an extra burden. But 
this is not an anomaly that if they 
have to do the income-tax work they 
are not capable of doing Gift-tax 
work. Actually these two works are 
complementary and not contradktory_ 

Shri Daji: He said that if he is alsO 
elected to the Rajya Sabha he cannot 
function both in the Rajya Sabha and 
in the Lok Sabha. 

Shrimati Tarkeshwari Sinha: That is 
why I say that the comparison is not 
quite correct. 

Shri S, M, Banerjee (Kanpur): 
Ministers are functioning. 

Shri Daji: Ministers can function. 

Shrimati Tarkeshwari Sinha: Yes. 

So, this contention that the expense 
ratio is very high is not quite correct. 

I would not like to repeat what the 
han. Member who spoke last suggest-
ed that hon. Members who talked 
about exemption have not been very 
relevant to this Bil', more SO because 
this has been the decision of the 
House. It is not within the scope of 
t his amendment Bill to _object to the 
decision which has been taken by the 
House and that includes the Select 
Committee also. 

The last point which Shri Himat-
singka raised was in regard to the 
responsibility of the donee in glVl\1g 
this tax. We can assure the House 
that the responsibility of the donee 
will only be in a case where the doner 
is not available for paying the tax and 
even if the responsibility of the donee 
is taken into consideration it i~l be 
proportionate to the amount of the 
gift that he has received and it will 
not be unnroportionate. In our ad-
ministrative procedures We sh-all see 

that no hardship is caused to the 
donees and that thE' tax is propor-
tionate to the gift that he has received. 
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Mr. Deputy-Speaker: The question 
is: 

"That the Bill further to amend 
the Gift-tax Act, 1958, Ibe taken 
into consideration." 

The motion was adopted. 

Mr. Deputy-Speaker: The House 
shall now take up the clauses. There 
are no amendments. So, I shall put 
all the clauses together to the vote 
of the House. 

Tl1e question is: 

"That clauses 2 to 36 stand 
part of the Bill." 

The motion was adopted. 

Clauses 2 to 36 were added to the Bil!. 

Clause 1,· the Enacting Formula and 
the Title were added to the Bill. 

Shrimati Tarkeshwari Sinha: Sir, I 
beg to move: 

"That the Bill be passed." 

Mr. Deputy-Speaker: The question 
is: 

"That the Bill be passed." 

The motion was adopted. 

14.49 hrs. 

TAXATION LAWS (AMENDMENT) 
BILL 

The Deputy Minister in the Ministry 
of Finance (Shrimati Tarkeshwari 
Sinha): Sir, on behalf of Shri Morarji 
pesai, 'I beg to move: 

"That the Bill furthpr 10 amend 
the Income-tax Act, 1961 and the 

Wealth-tax Act, 1957, be taken 
into considerati'on," 

As the House is aware, Government 
have recently set up a National De-
fence Fund and have also issued 

_ Gold Bonds, National Defence Bonds 
and various other small savings certi-
ficates with a view to mobilising the 
financial resources of the people in 
the present emergency. In order to 
facilitate and encourage donations to 
the National Defence Fund the Gov-
ernment had announced certain tax 
reliefs and concessions for persons 
making contributions to the National 
Defence Fund Or subscribing to the 
Gold Bonds and the National Defence 
Bonds. The object of the Bil! under 
consideration is to amend the rele-
vant provisions of the Inc'orne-tax 
Act, 1961 and the Wealth-tax Act, 
1957, fOr providing the necessary tax 
reliefs and concessions. 

The Gold Bonds, whiCh are issued 
against subscriptions in gold Or gold 
ornaments have been instituted with 
a view to harness the resources in 
gold which are lying idle with the 
people and which form a huge amount 
Of foreign exchange whiCh will be 
Of immense help to 'the Government 
in securing equipment, machinery and 
materials from abroad, if we can 
mobilise at least a part of that huge 
amount of gold lying idle in the coun-
try. They will also be of great assis-
tance in checking smuggling by bring-
ing down the price of gold. Such 
mobilising of gold is also of great 
use fOr a number of other objectives. 
It is desirable to wean away our peo-
ple from the habit of hoarding gold 
and using gold as a display of wealth. 
For various reasons, the Government 
could not offer for this gold a price 
higher than the international price of 
Rs. 62.50 per tola. However, to make 
this issue attractive, besides fixing 
the interest thereon at a liberal figure 
of 6~. per cent per annum, it is pro-
posed to exempt them from the 
Wealth tax and any capital gains 
rr~ltl' ;n,g from thpir sale afterwards 
and these sales arc proposed to be 


