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COMMITIEE ON SUBORDINATE 
LZGISLATION 

MINuTES 

Shri Krishnamoorthy Rao (Shimo-
ga): I beg to lay on the Table the 
Minutes of the Seventh, Eighth and 
Ninth sittings of the Committee on 
Subordiute Legislation. 

THmn REPORT 

Sllri Krishnamoortby Rao: beg 
to present the Third Report of the 
Committee on Subordinate Legislation. 

FINANCE BILL--contd. 

Clause 34- ( Insertion of new section 
140A) 

Mr. Speaker: We now take up 
clause 34 of the Finance BilL Are 
there any amendments? 

Shri MOrarka (Jhunjhunu): I beg 
to move·: 

'Page 21,-

f07' lines 8 to 18. substitute-

"(3) If any assessee fails to 
pay the tax or any part thereof in 
accordance with the provisions of 
sub-section (1), he shall. unless a 
provisional assessment under sec-
tion 141 or a regular a.<:sessment 
under ection 143 or section 144 has 
been made befare the expiry of 
thirty days referred to in that sub-
section, be liable to pay interest 
at the rate of nine per cent. per 
annum on the amount of such tax, 
or part thereof, as the case may 
be, for the first six months, and at 
the rate of twelve per cent. there-
after till the date of payment: 

Provided that before charging 
any such interest, the assessee 

shall be given a reasonable oppor-
tunity of being heard.". (144) 

Shri lIimatsingka (Godda): I beg 
to move: 

(i) Page 21, line 12,-

fOT "thirty days" substitute ",'x'Y 
days". (180) 

• (ii) Page 21, lines 13 to 16.-

t07' "to pay such amount as the 
Income-tax Officer may direct, SO 

however, that the amount of pen-
alty does not exceed fifty per cent. 
of the amount of such tax or part, 
as the case may be". 

rub8«tute-

"to pay interest on the amount 
due at the rate of nine per cent. 
for the first three months of de-
lay and at the rate of twelve per 
cent. thereafter till payment, and 
if the amount is not »aid within 
nine months from the time it be-
came due the amount of penalty 
which does not exceed fifty per 
cent. of the amount of such tax 
or part as the case may be." (181) 

Shri Morarka: Clause 34 intro-
duces a new section 140A in the' 
Incomtax Act. The pnrpose of this 
section is that when a person files hi!> 
return, within 30 days of the filin2 of 
the return, he must pay the amount 
of the tax due according to his own 
assessment. If he does not pay that 
amount within 30 days, then he shall 
be liable to pay a penalty upto 50 per 
cent. That is the s ~me of the new 
section 140A. 

My amendment is that instead of 
levying a penalty upto 50 per cent you 
must allow him the chance to pay 
penal interest at the rate of 9 per cent 
p.a. for failure upto the first six months 
and 12 per cent thereafter. The 
penalty is leviable only once, whereas 
in some cases 12 »er cent interest per - -_._----------------

'With President's recommendation. 
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annum would be more rigorous than 
even the 50 per cent penalty. T1le 
reason for moving my amendment is, 
it is not always easy for an assessee 
to pay the entire amount that he has 
to pay within 30 days. It may be that 
in some cases, he has in the previoU3 
years some carried-forward losses. 
These losses may not have been allow. 
ed by the income-tax officer and the 
appeals in respect of these may be 
pending. Till a decision of the appeal 
comes, his final liability is not deter-
mined. So, according to the assessees. 
it may be that no tax is payable in 
the subsequent year or in the year 
concerned, whereas according to the 
ITO, it may be payable. In order to 
meet this genuine difficulty and yet 
impose an obligation on the assessee 
to pay the tax within 30 days, 1 have 
suggested that for the first six months 
of his failure, he may be only required 
to pay interest at the rate of 9 per 
cent a. against the 4 per crnt interest 
all owed by Government. So, this 9 
per cent interest could act as a penalty 
on him for the first six months and 
thereafter he has to pay 12 per cent 
Bv this 1 think the necessary com-
p';lsion would be provided and he 
would be obliged to pay. 1 hope the 
han. Minister will consider this and 
even if it cannot be incorporated in 
the Act, at least he would be pleased 
to give an assuranCe that for some time 
at least in the beginning, the spirit of 
my amendment would be accepted. 

Sbri Himatsingka: My amendment 
is also on the .ame lines as that of 
Mr. Morarka, except that 1 have sug-
gested 60 days in place of 30 days. 
The arguments put forward by Mr. 
Morarka hold good for my amend-
men t also; I feel some latitude should 
be given and some time should be 
allowed to the asses sees to pay the 
tax. Otherwise. in many cases, there 
will be difficulties if this law i. en-
forced. 

Sbri M. R. Masanl (Rajkot): Sir, I 
would like to support Mr. Morarka's 
amendments and those of Mr. Himat-
singka. 1 think that is the voice of 
reason nn a clause which would other-

wise be extremely harsh. We all 
want that the taxes should be paid 
qUicklY But the Minister should 
know that even honest businessmen 
sometimes feel that they are embar-
rassed because outstandings have to 
come in and loose cash is not available. 
Thev have every desire to pay and 
they would probably pay within a 
rew days or weeks. The rule of 30 
days is extremely harsh. 

To levy 50 per cent of the tax as a 
penalty is something quite savage. 
would, therefore, strongly support the 
amendments. If the amendments are 
withdrawn, I shall oppose the clause 
and vote against it. 

The Minister of Finance (Shri T. T, 
Krishnamacbari): Han. Members are 
aggrieved with clause (3) which says: 

"(3) If anv assessee fails to pay 
the tax or -any part thereof in 
accoc::la'lCe with the provisions of 
sub-section (1), he shall, unless a 
provisional assessment under sec-
tion 141 or a regular assessment 
under section 143 or section 144 
has been made before the expiry 
of thirty days referred to in thgt 
sub-section be liable, by way of 
penalty, to pay such amount as the 
Income-tax Officer may direct. sO 
however that the amount of penal-
ty does ~ t exceed fifty per cent.. 
~f the amount of such tax or part, 
as the case may be:" 

The amount of penalty i. only the 
maximum that has been mentioned. 
The idea is, in cases where a man has 
assessed himself he should ~Is'  remit 
the monev along with the assessment. 
A time of one month is 'liven. The 
problems envisaged bv my hon. friend. 
Shri Morarka are there, but they ~e 
only affecting one class - of a"essees. 
T ~  are businessmen who probgbly 
rna"; have incurred a loss in rr ! ~ 
year. and want to srt off against it. 
I can certainly a,"ure hon. Membors 
that while the intention is that the 
monev should as far as Dossible be 
paid ~l n  with the assessment, the 
penalty of 50 ner cent is not scme-
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[Shri T. T. Krishnamacharil 
thing which is obligatory. It only 
gives the extent to whIch it can be 
imposed. I certainly agree to issue 
instructions to see that this should not 
be imposed unless other conditions are 
all adverse so far as collection is con-
cerned and some time should be given. 
I do not think fixing a percentage of 
interest is at all necessary. I can give 
the assurance that instructions will be 
issued to officers that wherever it is 
justifiable no penalty should be imposed. .' , < i 

..n f,,~~; ' ~  ~ r  sif-Pf 
~'ffi mfq;;:rr ~ 'frilf ~ orR '!fT n:.f~l' 
~-;m ~ ~ ~1l'~  '!'i;'i if orr ~<'I'r ~ 
o;t),,: 'fTll' ~fr :: 'f': ~ 'fT<'I'r ~ I I!; "T~  
;i.;i 'f:T f~if iT;f ~ ~ 'fIT<: ~ 
q-iii! if ~ <Tor a'i q;forol' ormifT ,,!ifT-
f.r.r qr<fq ~,'<'T'r ~,< rT ifi!T I ,.-ifPf 
~'R ~"n: ~ >:rri" ~ or:<{ ,ft <l;f-
r~r orm ~ifT ,!1'rf.r.r if IT ~ I 'Ii 
"'i~i ~ f'f; ;i~if~ fqfiffC.<: ~ pr q-" fif'il"l<: ... 

Do they want me to put the amend-
ments to the vote of the House? 

Shri Morarka: In view of the assur-
ance of the han. Minister I would like 
to withdraw my amendment. 

Shri Himatsingka I would also like 
to wit r~w my amendments. 

The amendnumts were, by leave, 
withdrawn. 

Mr. Speaker: The question is: 

"That clause 34 stand part of the 
Bill." 

The motion was adopted. 

CZause 34 was added to the Bill. 
Clauses 35 to 38 were added to the Bill. 

Clause 39- (Amendment of section 
254) 

Mr. Speaker: There is one Govern-
ment amendment to clause 39. 

A men<lmentl mad",_ 

Page 23, for line 7, substitute-

"arbitrations under this sub-sec-
tion . 

Explanation.-In this sub-section, 
valuer means a valuer appointed 
under section 4 of the Estate Duty Act, 
1953." (53) 

-(Shri T. T. Krishnamacharj) 

Mr. Speaker: The question is: 
"That clause 39, as amended, 

stand part of the Bill." 

The motion was adoptEd. 
Clause 39, as amended, was added 

to the BiZ!. 
Clause 40 #.Amendment of section 

271) 

Mr. Speaker: What are the amend-
ments that hon. Members want to 
move to claUSe 40. 

Shri Kashi Ram Gupta (AlwarJ: 
Sir, I beg to move·: 

(i) Page 23, line 13,-
for "ninety per cent" substi-

tute-
"eighty per cent". (16) 

• (ii) Page 23,-

after line 24, insert-
"Provided that this shall not 

apply to any essessee's return 
of Income-tax, wherein the 
income shown falls below 
rupees twenty thousand." (17) ----------------------------·With President's recommendation. 
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Shri Morarka: Sir, I beg to move: 

(i) Page 23,-
omit line 9. (145). 

• (ti) Page 23, line 13,-
far "ninety per cent", sub./i-

tute-
"seventy-five 

(147) 
per cent". 

Shri N. R. Ghosh (Jalpaiguri): Sir, 
I beg to move: 

(i) Page 23, line 19,-

fOT "he proves" substitute "it 
is proved". (148) 

(ii) Page 23, line 20,-

for "did not arise" sUbstitute 
"did arise". (149) 

• (iii) Page 23,-

after line 24, insert-

"Provided that the above 
provision will not apply to 
small assessee. whose income 
does not exceed rupees thirty-
six thousand unless it IS pro-
vided that he deliberately and 
fraudulently concealed his in-
come." (150) 

Shri Kashi Ram Gupta: Mr. 
Speaker, Sir, my amendments are very 
clear on practical grounds. The hon. 
Finance Minister has put in this clause 
so that Lhe ss sse'~s may have '~r  

regular accounts. 1 admit that. But 
lakhs of assessees who are small 
people are not expected to keep up-
to-date accounts. It has been fOUIld 
to be customary that the income-tax 
officers try to make additions even in 
thE best kept accountS. So, SEeing 
the past history it will not be proper; 
rather, it will be very harassing be-
cause this clause relates to conceal-
ment. According to this, if the shown 
income of a person is less than 90 per 
tent it will be taken as concealment 
That means that it is his intentio,? to 

'With President's recommendation. 

conceal. People, specially th03e who 
are VI I;,' small people, have no ir.ttn-
tion to conceal. Therefore I have 
s ~ste  that it should be reduced 
to 80 per cent because even be beB'. 
peopie who keep accounts may not be 
keep:!1g thdr. In line with tl>e lll((·:;)e· 

tax officers who think otherwisll. 
The second amendment IS lilal this 

should 1I0t apply to those s~ ssee" 

whose incomes fall below Rs. 20,000/-. 
I may bring it to the notice of r.t.,· non. 
Finance Minister that there are a lot 
of persons who are charged flat rates 
rather t'Jan charged or asses,eJ on 
their accounts. PWD contracto,", 
re~ il rs and such like per30ns who 
cannot keep stocks in a proper way 
are always charged flat rates. 1n 
those cases when they are charged flat 
rate this question of 90 per cent should 
not arise . 

Therefoce, from the point J! view 
of those people who are not charged 
otherwise than on flat rates and aJso 
from the point of view of those who 
are small people and who cannot keep 
very up-to-date accounts as also 
from the point of view 
of those who may keep the accounts 
but still they may not be up to the 
mark, there should be a reasonable 
margin. This is a new clause and the 
people have to become accustomed to 
it. So, at least for nO other reason 
than this that it is a new step for-
ward and that people have to become 
accustomed to it, it should be reduced 
to 80 per cent. That is my suggestion 
and I hope, the hon. Finance Minister 
will agree to it. 

Dr. L. M. Singhvi (Jodhpur): I rise 
to oppose clause 40 becaUSe I think 
that in the first place the omission of 
the word 'deliberately' in section 271 
in clause (c) would be unfortunate. 
In the second place I feel that arming 
the ITO with wide powers in this 
matt<'r would work great hardship on 
honest assessees It would be very 
easy for the ITO to inflate the esti-
mated income of an assesssee and thus 
to exceed the 10 per cent margin 
which is allowed under the new prl) 



12065 Finnncc APRIL 21, 1964 Bm 12066 

[Dr. L. M. Singh vi] 
VJ..<;_vll. In the case of stock, for 
example, it is quite conceivable that 
it would be valued at average cost 
by an assessee whereas it may be 
valued differently by the income-tlilt 
officer. The onus of proving that there 
was no concealment is sought to be 
foisted on the assessee even before 
the income-tax authorities are called 
upon to show where concealment has 
occurred. This is certainly one of the 
most unfortunate provisions which is 
sought to be introduced now in the 
income-tax law of the country. I 
feel that this would work great hard-
ship on honest assessees and would 
arm the income-tax officers with 
powers which can only impose undue 
rigours and whiCh can only i,:,crease 
their propensity for corruptIOn. I 
would therefore, request the hon. 
in n~e Minister to consider limiting 

at least the mischief this margin of 
10 per cent or reducing the hazards 
this margin of 10 per cent and calling 
upon an assessee to show that there 
has been concealment only when the 
income-tax authorities have shown 
that there has been concealment and 
not otherwise. 

Shri Morarka: I shall first speak on 
my amendment No. 145. This amend-
ment relates to clause 40. Clause 40 
seeks to amend section 271 which 
says:-

"in claUse (c), the word 'delibe-
rately' shall be omitted;" 

I would like to invite your a tten-
tion to what this section 271 is and 
what claUSe (c) is. Section 271, sub-
section (1) of the Income-tax Act 
says:-

"If the Income-tax Officer or 
the Appellate Assistant Commis-
sioner In the course Of any pro-
ceedings under this Act, is satis-
fied that any person-" 

Then there are clauses (a) and (b). 
Clae"e (e) says this:-

"has ccncealed the particulars 
of hie incmr .. , or deliberately fur-

nished inaccurate particulars of 
such income,". 

Now, the amendment is to delete the 
word 'deliberately'. That means, if 
any person furnishes the particulars 
of income, not deliberately, even 
tnadvertantly or by some honest 
mistake and if those particulars are 
Inaccurate, then he shall be deemed 
to be guilty of having concealed the 
income. This word 'deliberately' was 
mserted in 1961 after a careful con-
sideration by the Select Committee on 
the basis of Tyagi Committee and 
various ot'1er reports. The deletion of 
this word 'deliberately', just only one 
word, means that the onus of proving 
that the concealment was not delibe-
rate or the omission was not 
deliberate would be on the assessee. 
If that is done he becomes liable to 
the penalties and prosecution, etc. 

C. Mr. Speaker: There is nothing to be 
proved. If any error is found, that 
will be considered as concealment. 

Shri Morarka: In that case, further 
consequences would follow. 

Mr. Speaker: Yes. 

Shri Morarka: At present, before 
the consequences fOllow, the Income-
Tax Officer has to prove that it is 
deliberate. If you take away the word 
'deliberately', other consequences will 
automatically follow. 

Now, this point has been very care-
tUlly examined by the various High 
Courts. The judgment which I have in 
mind is the one delivered by the then 
Chief Justice of Bombay High Court, 
Shri M. C. Chagla-the hon. Educa-
tion Minister now-in the caSe known 
as Gogaldas Harivallabhdas vs. 
Income-Tax Officer, 1957, 34 Income-
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Tax Reporter. In that judgment, the 
then Chief Justice observed: 

"The proceedings in section 
281 (c) .... 

-in 1961, it became 271-

"in their very nature are penal 
proceedings and the elementary 
principle of criminal jurispru-
dence must apply to these pro-
ceedings and nothing is more 
elementary, at least in thi. 
{:ountry in criminal jurisprudence, 
than the principle that the burden 
of proving that the accused is 
guilty is always upon the prose-
cution." 

f need not tell ~  here that even 
for much more serious crimes of 
dacoity, of piracy, of high treason and 
murder, in alI these cases, the burden 
is On the prosecution. Of course, the 
hon. Finance Minister is anxious that 
we must try to do everything possible 
to collect the taxes and not allow 
anybody to get away with tax-evasion. 
But at the same time, the most ele-
mentary principles of natural justice, 
"the very basis Of Our system of juris-
prudence, should not be tampered 
with by some such considerations. 
Therefore, I appeal to the hon. Finance 
Minister that he may provide more 
severe penalties and he may provide 
more severe punishment as he has 
actually done. Under the new 
scheme. what he has done in this. 
Firstly, the burden of proof is shifted 
to the assessee; secondly, the sentence 
of imprisonment is made mandatory 
and thirdly, a minimum sentence of 
six months is prescribed. You kindly, 
see how it has been done. First-
1y, the burden is transferred to 
the assessee; secondly, the impri-
sonment is made compulsory and 
thirdly, ~ en the period is pres-
cribed. As I said. even for much more 
serious crimc3; of dacoity, etc., the 
burden is on the prosecution. Of 

r~e. the sentence of imprisonment 
is compulsory. But here what is pro-
vid-,d is that the minimum shall be 
six months imprisonment unless there 
-are pxtenuating circumstances, un less 

for the reasons to be recorded in 
writing, etc. etc. My humble submis-
sion is that in our anxiety to collect 
the taxes, in OUr anxiety to plug the 
loopholes and all that, the basic 
norms, the most fundamental princi-
ples, the most elementary thmp, on 
which our society dependl to ,et 
justice from the Supreme Court and 
from other Courts should not be 
curbed. After all, the Supreme Court 
does not exercise the discretion 
without due consideration. If they feel 
that the crime or the offence i. serious 
enough and if the punishment pro-
vided is 2 years, etC., they will 
certainly give an adequate punish-
ment SO that the ends of justiCe may 
be met. We feel that the judiciary ~ 
very lenient and we feel that the 
judiciary is not doing its work and, 
'therefore, we say to the judiciary, 
"Not only you shall sentence him to 
imprisonment but you shall lentence 
him at least for six months." 

While I appreciate the anxiety of 
the hon. FinanCe Minister I hope that 
he would give consideration to this 
aspect also, namely that in his 
anxiety he should not take away the 
basic safeguards or the few safety 
valves which are provided under our 
Constitution under wbich the citizens 
can have some sort of security. It may 
be that nothing bad may happen now 
under this Government. But, then. 
who knows what type of Government 
we may ret In the future, and who 
knows 'what type of people we may 
get? If Government seek to remove 
these safety valves, then there would 
be nothing left on which the honest 
citizens can depend. 

In these cases, what would happen 
is that .the ITO would himself be tht' 
prosecutor; he would be the judg. 
himself and he would also be the f'xe-
cutor; he would combine all these 
three functions in himself. First. he 
will say 'Your income M shown In 
your r~t m is less than 90 per cent 
of the total income as assessed by me; 
your actual income is more'. Then. he 
would come to the conclusi0n. after 
the word 'deliberately' is dropped: 
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[Shri Morarkal 
that 'You have concealed it, and, 
therefore, you are liable to the penal-
ties prescribed, and, therefore, 10u 
pay the penalties'. 

8hri T. T. Krislmamachari: He 
cannot. 

Sliti Morarka: The penalty would 
be imposed by him; though he cannot 
give the sentence of imprisonment, he 
can impose the penatly. 

Now, let us consider what the 
result would be of giving such wide 
powers to the income-tax officers. On 
the one hand, there is an anxiety to 
stop corruption, and the hon. Minister 
has given a pledge that within two 
years he would remOVe corruption. 
On the other hand, we are slowly 
but surel1 giving more and more and 
Wide powers to the income-tax offi-
cers. After all, what are these 
income-tax officers? I am not casting 
any reflection On anybody. But these 
days, they do not get that amoimt of 
training which the old income-tax 
officers used to get in the past. We 
require more income-tax officers, and 
we require them in a hurry, and 
therefore, we have to recruit them 
from whatever material is available. If 
these people are going to be invested 
with such wide powers, I do not know 
what wlll happen. 

I can tell you one more thing. It 
is much easier to get something done 
at the level of the income-tax officer 
rather than at the Central Board's 
level. The Central Board people are 
afraid of so many things, procedures 
etc. But the Income-tax officers can 
easily do something. If we, therefore, 
invest the income-tax officers 
with these powers, knowing what these 
income-tax officers are, I 
think we shall be definitely providing 
scope for corruption. The more we 
give these discretionary and discrimi-
!'atory powers to the income-tax offi-
eeN. the more scope we shal! be giving 
for corl"Uption. 

1 therefore, feel that when the hon. 
Finance Minister brings in this major 

amendment to the Income-tax Act, 
he must give consideration to these 
wider aspects also. Of course, the 
main consideration in his mind is 
revenue, and he must get more 
revenue. But side by side with that, 
he must also see that at least to some 
extent some safety valves are provided 
so that these people may not abuse 
those powers. If at least in the case 
of the bigger penalties, the hon. Min-
ister could provide that the penalty 
would be imposed only after consult-
ing the commissioner of income-tax 
or the Central Board or some such 
authority, I think that some safeguard 
would be there. I am making t i~ 

suggestion not in any spirit of oppos-
ing this provision, but I do hope that 
the han. Finance Minister will take 
a realistic view of how these things 
would actually function in practical 
li1e. 

I have another amendment in regard 
to this '90 per cent'. Instead of 'go. 
per cent' I want to substitute the 
words '75 per cent'. That is, if the 
total income returned by any perSOn 
is not less than 75 per cent of the 
income that the income-tax officer 
assesses finally, he should not be 
penalised. Here, I might say that if 
you want to provide the words '90 per 
cent', you may by all means provide 
'90 per cent'; I do not mind it; but 
then, you should also provide that if 
the income-ltax officer's assessment is 
wrong to the extent of more than Ie. 
per cent, then the income-tax officer 
also should incur some penalty. I am 
not saying this without any prece-
dents. In the UK, under section 13 
of their Act, there is a provision that 
if the income-tax officer or other offi-
cers proceell to make an assessment 
arbitrarily, with malice, and on the 
higher side, then the income-tax officer 
Or other officers also incur certain 
penalties; they are liable to certain 
severe punishment. If you make a 
similar provision here, I do not mind 
your casting this obligation on the 
assessee saying that his returned 
income must not be less than 90 per 
eent of the income as assessed. But 
if there is no such obligation or 
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liability on the part of the incMlle-tax 
officer, -and he can m ~ any assess-
ment, or that assessment can be set 
aside in the first appeal and the 
second appeal and then in the High 
Court, then what would be the ten-
dency on the part of the income-tax 
officer? 

He would always be inclined to make 
the assessment on the higher side. I 
am saying this, based on my own 
practical experience. In fact, there 
have been cases where the assess-
ments made by the income-tax officers 
have been reduced in the first appeal 
and the second appeal not merely to 
the extent of 5 per cent or 10 per 
cent but even to the extent of 70 per 
cent and 90 per cent. Under such cir-
cumstances, what would happen? 
Before the appeals are decided in the 
first and second appeal, the damage 
could be done, and the penalty could 
be imposed, and the attachment order 
would be served, and the credit-
worthiness of the business conern 
would suffer. 

These are ~ n'l.e of the practical 
difficulties to which I venture to in-
vite the attention of the hon. Minister, 
I would only appeal to him that sooner 
than later, he may consider the desir-
ability of bringing forward an amend-
ment and provide some safety valves 
so that the scope for corruption and 
unnecessary harassment may be re-
duced. 

Shri N. R. Ghosh: I would refer, 
first of all, to the revolutionary change 
proposed in the basic principles of 
criminal law, by the omission of the 
word 'deliberately'. In England and 
in many other countries, mens rea is 
a must. In our country also, if you 
would go through the Indian Penal 
Code, and go through the principles 
of its general exceptions and also 
through the provisions relating to 
other offences, which involve a rigor-
ous imprisonment of six months or 
more, you will find generally the 
words 'either dishonestly or fraudu-
lently', or deliberately qualifying the 
act or there is some reference to the 
necessity of the existence of a criminal 

intention of a criminal mind which 
would bring the person within the 
mischief of those penal prOVISlOns. 
But, here we find that the word 'deli-
berately' is sought to be omitted. 
That means that even in a case where 
there is a stiff sentence of two years' 
imprisonment, you do not require any 
mens Tea or any such criminal inten-
tion; and you can actually brmg 
within the mischief of this provision 
people who may innocently make a 
wrong statement or omission in their 
returns. There may not be any 
criminal intention behind it; there 
may not be any mens Tea whatsoever; 
and still, those people would come 
within the mischief of this provision. 

I can give you a typical example. 
If the assessed amount is more than 
the returned amount to the extent 
of more than 10 per cent, 
there is a presumption that the 
person has concealed his income. In 
the case of a small assessee, let us 
suppose that he returns an income of 
Rs. 5000 only. The income-tax officer 
may add only Rs. 600 to it and assess 
on an amount of Rs. 5600. And yet 
that small assessee will come within 
the mischief of the proposed explana-
tion. He may offer the explanation 
that he did it innocently Or that he 
did it through negligence and he had 
no criminal mind, and he had no mens 
rea and so on, but all that explana-
tion would not be of any avail 
to prove negatively in a subjective 
matter. I would like to know whe-
ther this aspect has been considered 
by the Finance Minister in 
all its implications. I would 
submit that this is a very 
revolutionary change which is being 
made, and it would practically pro-
vide the income-tax officers with an 
engine Of oppression. We hear so 
much now-a-days that we want to 
remove corruption and so on, but 
actually, this provision would result 
In creating an atmosphere of corrup-
tion. After all, the small assessees 
cannot keep their accounts books 
sclentll'lcally many of them may not 
even be literate, and they would be 
returning only small incomes. If their 
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accounts books are not going to be 
.accepted, becaUse they have not been 
maintained in a scientific manner, then 
it would cauSe great hardship to these 
people and they would be completely 
at the me1'cy of revenue authorities. 
The income-tax officer can easily make 
an addition of Rs. 500 Or Rs. 600 or 
Rs. 700 to the small income returned 
by such an assessee, and in that case, 
the assesse would corne within the 
mischief of this Explanation. In the 
case of big asses sees, 10 per cent., 
may be a very big amount, but in 
the case of small assessees, 10 per 
cent, even though it is a small amount, 
is sufficient to bring the person within 
the mischief of this Explanation. 

The omission of the word 'delibe-
rately' would change the very basis of 
the criminal law. In certain cases 
under the Defence of India Rules or 
under the local laws or municipal laws 
or bye-laws, sometimes, mens Tea may 
not be necessary. But there the punish_ 
ment Is either a fine or a very small 
sentence. But in the Defence of India 
case which went before the Privy 
Council in 1947, their Lordships said 
that when you provide a punishment 
of three years, you cannot say that 
mens Tea will not be necessary or it 
shall not have to be proved. 

Here we are all for putting down 
evasion of taxes-there is nO doubt 
about it. But this seems to be a legis-
lation made in anger. You provide for 
a stiff sentence Of three, four, five or 
ten years. I do not mind. But the 
basic rights of the accused should not 
be taken away. In all civilised coun-
tries, this is essential. In our attempt 
to put down evasion. We should not do 
things which would practically put 
the hands of the clock back by several 
centuries. Formerly. four, five or six 
centuries ago theft, forgery, poaching 
ets., were capital offences for which 
there was provision for capital sen-
tence thev were found to be infruc-
tuous. But our approach towards anti-

'With President's recommendation. 

social offences has changed. Are we 
now going to put the hands of the 
clock back by three or four centuries? 
Draconian laws defeat themselves. I 
would ask the FinanCe Minister. In 
our enthusiasm to put down evasion 
of tax, We should not do certain things 
which will not be in keeping with 
and approved by the canons of the 
present day human civilization. I hope 
he will take this aspect into considera_ 
tion and will mitigate the rigour of the 
law. The word 'deliberately' should 
not be omitted. In the case of 90 per 
cent, if he changes it to 75 per cent, 
11 the difference is 25 per or more, in 
certain cases perhaPs there will not be 
so much mischief done. In the case 
of small assessees, very often this in-
creaSe by 10, 15 or 20 per cent is there 
because their account books ru:e prac-
tically never accepted. In the case of 
big assessees, there may be many 
things and other factors to consider. 
But in the case of small assessees it 
will be practically ruinOUs to them. 
Some ITOs will be encouraged to ex-
ploit the situation. I think that will 
not be Vfiry prudent and iOOd espe-
cially when we were to remove cor-
ruption. It will create an atmosphere 
of corruption; it may encourage cor-
ruption. 

Shri V. B. Gandhi 
tral South): I have 
in my name. 

(Bombay Cen-
an amendment 

Mr. Speaker: 
when I called 

He did not move it 
him. Wliat is the 

number? 
Shri V. B. Gandhi: Thank you. It 

is No. 182. 

I beg to move·: 

Page 23. line 13,-

for "ninety per cent" mLbstitute 
"sixty per cent". (182) 

In the Income-tax Act, in the chap-
ter which deals with penalities im-
posed for failure to furnish returns, 
comply with notices, concealment of 
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income etc., we have thls section 271 
which says if the ITO or the Appellate 
Commissioner is satisfi-.;i that any per_ 
son concealed particulars of his in-
come of d,," iberately furnished inaccu-
rate particulars of such income, he 
.shall be deemed to have concealed his 
income and should be liable to proper 
penalty. I agree with my hon. friend, 
.shri Morarka, that the word 'delibe-
rately' should not be deleted, as is 

. sought to be done by clause 40. After 
aI!, there are precious few of these 
saving graces left in our present legis-
lation, and it is desired that this word 
'deliberately' should be restored. 

Now, why do we want to take thls 
step to omit this word 'deliberately'? 
After all, do we not want to be satis-
fied that the failure on the part of 
the assessee is not deliberate? Don't 
We want to satisfy ourselves that it is 
ll.9t due to any neglect or deliberate 
actiOn on his part? Therefore, I ful-
ly support Shri Morarka in this mat-
ter. 

Then there is to be inserted an ex-
planation at the end of section 271. It 
sayS that where the total income re-
turned by any person is less than 90 
per cent of the total as assessed by 
the ITO, that person shall be deem-
"d to have concealed his income. 

Shrima.ti YashOda Reddy (Kurnoo!): 
He may read the npxt line also. 

Shr; V. B. Gandhi: W:1Ot is con-
cealment under this provision and 
how is it defined? Concealment is sup-
posed to haVe been made where the 
two estimates of income differ; where 
the total income returned by any per-
son is less than 90 per cent of the 
"correct income", that is-that person 
will be deemed to have concealed his 
income. Now, what is the position? 
How do things actually work out in 
practical life? We know, for instance, 
that this slender margin of 10 per cent 
between the two assessments or two 
estimates of income, the estimate fur-
nished by the person who has re-
1urned his income and the estimate 

as made by the ITO, can easily be 
wiped out in practice. A.s we know, 
there are more' methoda than one of 
valuing stock, for instance. All these 
various methods are legitimate. It is 
easily possible that one methOd may 
lead to a result which will easily wipe 
out this margin of 10 per cent-bet-
ween the 90 per cent and the 10 per 
cent, in the case of the person who 
makes the return . 

My amendment, therefore, is that 
only when the total income returned 
by any perSOn is less than 60 per cent 
of the correct income he will be deem-
ed to have concealed his income. 

S:'rj N. C. Chatterjee (Burdwan): 
A gOOd part of my legal life I have 
been dealing with this Act, and now 
it is getting more and more complicat-
ed. I do not say tnat the hon. Fin-
ance Minister has a complicating mind, 
but, naturaliy, in his anxiety to plug 
the loopholes, he is making this Act 
very very difficult to construe and 
very difficUlt to apply. 

Having had to admini.ter this Act 
as a Member of the Income-tax Bench 
Of the Calcutta High Court, I must 
say that it is entirely wrong to say 
that all income-tax officers are cor-
rupt or anything of the kind. There 
are many people who are not corrupt 
and incorruptible, but still, I submit 
for the consideration of the Finance 
Minister that it is against the basic 
rin i l~s of jurisprudence to delete 

the word "deliberately" in this section. 

What is this section? It is a penal 
section, and its heading gives the key-
note. It sayS: "Failure to furnish 
return, fail';re to compiy with notices 
and concealment of income". It say. 
that if any assessee has concealed the 
particulars of his income. or if he has 
deliberatelv furnished inaccurate par 
ticulars of'his income. then the penal· 
tv follows. The penalty i. very high 
i~ all conscience. In a case referred 
to in claUSe (c), that is in a Case uf 
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deliberate furnishing Of inaccurate 
particulars of your income, you are 
liable to a penalty which may amount 
to Ii times the amount of the tax. 

You know as a lawyer and as an ex_ 
Judge that the cardinal principle of 
criminal jurisprudence is that before 
you inllict punishment on a criminal, 
there must be mens Tea, and "delibe-
rately" connotes mens rea. You are 
eliminating mens Tea from the very 
concept of punishment. I submit that 
is neither fair nor proper. 

Not alI businessmen are corrupt or 
dishon •• t; t ~r  are many who are 
honest. With regard to depreciation, 
valuation of stock, valuation of mac-
hinery etc., go to two Chartered Ac-
countants, and they will give two con-
flicting valuations. Yeu take one 
valuation and prepare your income-
tax return on that basis, and rightly elf 
wrongly, properly or improperly, or 
honestly let US as!ume, the income-
tax officer says: you have returned Rs. 
10,000, I will make it Rs. 12,500. He 
says this valuation he does not accept, 
this depreciation he does not accept, 
and he puts it higher. It is all 
national to a large extent. You know 
that it is incapable of being done witit 
mathematical precision. Then, is It 
fair and right to say that because the 
Income-tax officer, in his own discre-
tion, makes it Rs. 1,000 or Rs. 2,001) 
more, the man shall have to pay a 
total penalty of Rs. 18,000' This is 
opposed to all basic principles 01 
jurisprudence. I am submitting it h 
not fair, it is not right. Even, Sir, 
.Tamshedji Kanga or Mr. Palkiwala, if 
they are asked to construe some of the 
clauses after they are passed, they 
will have to scratch their head and 
think twenty times before construing 
them. 

You are inflicting a penalty of II 
times the income even if there is 

nothing deliberate, even if he says 
that he has made the return to the 
best of his ability. I am, therefore, 
submitting that yoU cannot penalise a 
businessman fOr filing a return if there 
Is no deliberate concealment, if there 
Is no deliberate furnishing of inaccu-
rate particulars of income, "Inaccu-
rately" means anything whiCh is not 
according to the standard which the 
Income-tax officer will ultimately fina-
u.e. 

The Explanation makes it more ser-
Ious. To clause (c) the, Finance 
Minister adds an Explanation, which 
Is against the basic concerts of law, 
and this Explanation drains the ver" 
essence of the rule of law out of this 
provision. The Explanatlon reads: 

"Where the total income return-
ed by any person is less than 
ninety per cent. of the total in-
come ... as assessed under section 
143 or section 144 .... such person 
shall, ... be deemed to have con-
cealed the particulars of his in-
come or furnished inaccurate 
particulars of such income for the 
purposes of clause (c) of this sub-
section." 

That is, if there is a gap of ten per 
cent between the ret. "n~  income ana 
the assessed income, tr.en vou shall be 
deemed to be a crim:n"l ;nd shall b" 
dealt with accordingly. I submit the 
placing of this onus or. the assessee, 
calling a man a criminal punishing 
him as a criminal only because of this 
kind of gap is not fair and proper, 
particularly when We know t ~.t 

assessments also are to a large ex-
tent, arbitr,ary an" i~ reti n r . 

Whenever there is is~r~ti n, there is 
bound to be difference of opmlOn. 
Therefore, I am submitting that this 
ten per cent is something fantastic, it 
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is a disgrace to put it on the statute-
book. If there is or.!y a ten per cent. 
gap, you shall be deer.J.LCI to be a 
criminal, and you srali be e~e  to 
hi.tve deliberately concealed your in 
come, SO as to incur the. penalty of 150 
per cent of your to\al t"x. I submIt 
that is not fair. You afe putting an 
impossible burden. Tl,e;:e is the sav-
ing clause "unless h" l'roves that ni~ 
failure to return the correct income 
did not arise from any fraud or any 
gross negligence", but I submit to'lls 
also is not fair. 

The word "deliberately" Wa:! put in 
eonsciously, and is in consonance with 
the basic principles of law. It connotes 
positive me"" re(1 lor ",hich the man 
can be held to be II criminal. You 
are shifting the onus I have got to 
prove something, that I am honest, 
that I am not disho'lcst. The depart-
ment has not got to prove it, I have 
got to prove it. The presumption is 
that I am a criminal, that I have de-
liberately cOncealed my income, that I 
have got to pay the penalty of 150 
per cent. I submit it is not a questiOn 
of 10 per cent or 20 per cent, it is 
basically wrong. It is against the 
very basic norms of jurisprudence. As 
my learned friend Shri Ghosh put it, 
it is against the cardinal principles of 
eriminal jurisprudence, and it should 
not be there. 

You will thereby be giving an in-
eenlive to the income-tax officers to 
Inflate. Naturally you will find that 
if I can inflate it by 10 per cent-
suppose it is only 8 per cent, the 
assessee escapes-immediately there is 
an accession to revenue; there is this 
craze for revenue, and naturally, the 
Income-tax officers should be asked to 
do their best to rOPe in as much re-
venue as posSible, but in this process 
you will make even honest men dis-
honest, yOU will put a premium 0'1 
corruption, you will really encourage 
them to inflate the a<sessments Im-
properly. 

Therefo 'e, I. am submitting that 
this kind Of taxation statute is very 

complicated, very difficult to under-
stand, very difficult to construe, very 
difficult to administer, and you should 
nol pul in such a clause like this; it 
will be basically wrong, and it will be 
an impossible burden on the people by 
shifting the onus so as to make the 
peope criminals without any mens rea, 
without any criminal intent, without 
the basic requirements whereby yo" 
can penalise them. 

Mr. Speaker: Shri Sachindra 
Chaudhuri. Shri Masani. 

Shri M. R. Masani: May add. 

Shri Sachindra Chaudhurl "ose-

Mr. Speaker: Now I have called 
Shri Masani. I will call him after-
"l Ir ~ When I called him he did not 
rise. 

Shri M. R. Masani: I would like, to 
add my plea to that made by Mem-
bers from alI sides. There has been 
a remarkable solidarity of feeling and 
a volume of opinion that has been 
expreSSed already, and all I would 
like to do in two minutes is to iden-
Hfy myself with it. 
13.00 hrs. 

As Shri Chatterjee has righ'ly said, 
it is not a matter of 10 per cent or 
20 per cent It is true that tf Mr. 
MoraTka's amendment is accepted, the 
dangers Of abuse become a litHe less. 
But as he himself said - over-assess-
ment can easily take place for more 
than ten or twenty per cent. 

As Mr. Chatterjee has rightly point-
ed out and the House has appreCiated 
what is wrong with this clause is that 
it is immoTal and contrary to the 
principles of natural justice. There 
are people who may say what does it 
matler if it is contrary to the princi-
ples of natural justice? Much of the 
legislation today violates in some ways 
these principles. But it is not just a 
matter of being moral Or immoral. 
When we call it immoral, we also see 
the tremendous injustice in practice. 
How this contravention of natural 
ju.tice would operate has been pointed 
out by hon. Members. It is very easy 
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for the income-tax officer to hold one 
view and for your own audi'or to 
hold another v;ew. Auditors disagree 
among themselves in valuing stock 
and other matters. On a purely bona 
fide difference of opinion between an 
assessee on the one side and the offi-
cer on ~ he other, all that is necessary 
for the officer is to say that the differ-
ence is more than 10 per cent! It has 
been also painted out that this discre-
tion to decid'e the valuation which is 
in the hands of the assessing office! 
puts in his hand an instrument of 
corruption. It makes it possible for 
this clause to be an engine of oppres-
siOn because all that the officer has 
to do to extort a bribe to blackmail 
the assessee is to say:' well. we are 
pretty near the ten per cent jimit and 
then adjourn the hearing and to leave 
the assessee with the feeling: if I go 
and placa"e this officer, the difference 
will be 9 per cent; if I do not placate 
him, it will be 11 per cent. This is 
an incentive, as has been pointed out, 
to extorting money from the assessee; 
it is an incen ive to blackmail. If 
businessmen are dishonest. many of 
them, so are income-tax officers. They 
are the same kind of human beings, 
One brother may be an as'3essee the 
other brother will be the income-tax 
officer, The same precautions which 
we need to exercise against 'he one 
have to be exercised against the other 
also. The fu!,damental thing is that 
this shifting of the burden o'I proof is 
immoral. 

The section sa:Y"5: "unless he proves 
that the failure to return the correct 
income did not arise from any fraud 
Or any gross Or wilful neglect on his 
part." The proof of a negative is one 
of the most difficult things in the 
world. Those who are lawyers men 
of afiJ.irs, know that proving a 'nega-
tive is almost impossible. You can 
prove any kind of tru'h so long all 
it is a positive truth but to prove a 
negative is extremely difficult, whe-
ther in criminal law or taxation law, 

I think 'he han, Minister would be 
well-advised (0 accept some of the 
amendments. Certainly the dropping 

of the word 'deliberately', which is a 
fundamlental thinK must be resi'3ted. 
I do hope tha' this clause will be 
amended so as to make it somewhat. 
more bearable and acceptable to those 
who have noi yet lost their sense of 
justice and fairplay, Otherwise, cer-
tainly some of us will OPPO"e i' and 
will insist that it be deleted from the 
Bill. 

Smi Sacbindra Cbaudburi CGhatal): 
Much has been said on this matter ana 
there is very little lef' for me to add, 
The matter falls into two parts. One 
is the question of omitting the word 
'delibentely' from 'he section and the 
other is the ninety per cent in the 
explanation which is now sought to 
be included. So hr as 'deliberately' 
is concerned I grant that there are 
offences wh'ch are graded as absolu'e 
offenc - But whqt is being made 
here a3 an absolute offence is negli-
gence, inefficieClcy or indolence, A 
man through ITegligence may make a 
Teturn which makes his income less 
than ninety per cent, .. , (An Han. 
Member: An honest mistake). An 
hone'st mistake. Or it may be as I 
said, inefficiency in this 'hat h'e has 
. not. in spite of his best endeavours. 
becn able to find what is the true in-
COlj1e that he is going to have. Third-
ly, as I said, it may be due to indo-
lence, not knowing exac'ly what is to' 
to be bcluded or how the asset has 
to be valued, Therefore, we are creat-
ing by the omission of the word 'deli-
berately' an offence which by any 
standards would not be an offence at 
all. 

Secondly, so far as ninety per cent 
is concerned, you canllO' lay down an 
absolute standard, My han. friends 
here have said: suppusing the income 
is Rs. 5,000 and the income-tax offi-
cer puts it at Ro. 5600. He 'need not put 
in another Rs. 600. All that he needs 
to put is Rs 501 or even Rs. 500, and 
'eigh' annas, In th;s whatever limit 
you may put, there is bound to be 
some difficulty, The difficulty can be 
ameliorated provide:! you put a suffi-
cie!lt cushioning and elasticity in this 
explanation. If instead of 90 per ce!lt. 
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you put 75 per cent, a man aHowing 
for his inefficiency, allowing for the 
ignorance and allowing for other mat-
ters, namely negligence, inefficiency, 
etc. would stiil be able to bring him-
s'df within that limit. I am not un-
mindful cif the fact that if a person 
proves that he IS not fraudulent in 
thiS, he can escape 'tram this. But 
what is the indication? How does the 
person prove that he is not fraudulent 
before an income-t~  officer who finds 
that there ;s a difference of more than 
ten per ~nt between the returned in-
come and what he calls the true in-
come? The income-' ax officer has got 
to decide wh"ther the man is fraudu-
lent or not. I am not accusing of 
any income-tax officer of dishonesty. 
As ! said the other day my experience 
by and large agrees with the 
experience of my hon. friend Mr. 
Chatterjee and I have been in 
this particular field as long per-
haps as he has been. By and 
large the income-tax officers are hon-
est and therefore I am not accusing 
them. But what is the indication that 
is given? In 1961 we bring 
forward a new Act. Three years 
have hardly gone by and we are 
now making a modification by taking 
the wOTd 'deliberately' out. The in-
dication to the income-tax officer is 
this. Evasion of income-tax is there; 
you must do your best not only for 
the revenue. to saVe the honest tax-
payer but also in consequence do ap-
ply the laws with rigour, not with 
a heart, not with the head, but with 
rigour. That is the indica'ion that is 
given in this particular section, and 
if that indication is 'taken even honest-
ly as an income-tax officer must as a 
guardian of revenues, he will try and 
tlnd 'excuses for not holding a person 
other than fraudulent; he will not find 
excuses Or reasons for holding that 
he is not fraudulent but an honest 
man. In those circumstances, making 
a practical approach to the matter, a 
very great hardship would be imposed 
on honest tax-payers. I quite under-
• tand that there may a particular field 
Or a particular atmosphere where a 
few honest men have got to suffer 
because of the dishonesty of a very 

large number of people. Are we in 
this HOUSe or the Finance Minis'er 
sati'sfi"d that the avoidance of taxa-
tion is so very general and so very 
wide that there aTe hardly any honest 
tax payer and if one or two of them 
suffeT, it does not matter having re-
gard to the benefit l" the State and to 
'he common man? If he is not SO 
satisfied I would appeal to him, not 
'from any standard of law; I am not 
asking him to consider whether the 
amendment·s are necessary Or not 
necessary. I do not want to put legal 
arguments nOr do I want him to be 
impressed about them. I am appeal-
ing to him as a human administrator 
of the revenues of the country to con-
sider whether he would put a machine 
into the hands of people who have 
arbitTary powers and who are wi'h-
out much experience. Most of the 
income-tax officers are young men and 
theSe arbitrary powers ar'e likely to 
corrupt. As you know Sir, it is a 
trite saying: power corrupts absolute 
power conup's absolutely. Is this 
absolute powey going to be given to 
the,e income-tax officers to mak'e har-
as.'ment their business and make the 
life of the ordinary taxpayers misera-
ble? I am not impres.>ed about the 
distinction between the small assessees 
that is sought to be made out because 
that argument is more or less on the 
same lines as the argument of a char-
acter at Charles Dickens who when 
accus'ed <11 having an illegitimate 
chiid, said: but it is so small. I am 
not thinking in those terms, in teIms 
of those people who are small or those 
Who are large. But by and large, whe-
ther it is a large assessee or a small 
assessee, all of them are entitled to 
say: I am an hones' man and should 
be treated as honest man-until they 
have been found to be dishonest. 
Therefore, I would appeal to the 
Finance Minister that he should put 
back the word "deliberately" and not 
to take it out. That would meet the 
point. It he is to have the Explana-
tion, mentioning 90 per cent I feel 
that 90 per cent is 3n arbitrary figure . 
In any event, I suggest that 75 pc, 
cent instead of 90 per cent shou,d te 
put in. 
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Shrimati Renu Chakravartty (Bar-
rackpore): Sir, I would like to say 
that one point which has not been dis-
cussed here is the background against 
which these amendments have come. 
Mter all, We cannot forget that there 
is a huge amount of evasion. Certain 
people are honest; there is no doubt 
about it. I would mention in this 
connection the professional class or I 
should say the salari'ed class rather 
than professional. I say this because 
I do no' think all the professional 
classes aTe all very honest. I know 
that instead Of taking money in a 
straightway, many lawyers, for inst-
ance, do not take it in that way, but 
'hey tak" the guineas so to say, from 
below the table! It is true that the 
salaried classes do not evade at all. 
They are by and large the people who 
pay the taxes in full. As far as the 
traders are concerned, there must be 
some sections that are honest, but it 
is also true that from the reports that 
we have had, a large number of the 
1raders as well as the big companies-
both of them-have not been paying 
their taxes as they shOUld. 

If this is the background, and also 
if the background is such that We have 
a large number of dilatory litigations. 
I should like to know bow many pro-
secutions do we have of tax evaders, 
and what is the extent at penalties 
which we have really inflicted. If 
these are taken into account, I think 
all these very high-sounding wOl"ds 
about law, jurisprudence, and absolute 
morality which are invoked, whiCh we 
have heard here. would not be of any 
avail. 

Dr. L. M Siaghvi: But these very 
principles of law, morality, and juris-
prudence, are freely invoked by the 
communists when we discuss the De-
fence of India Rules! 

Shrimati Renu Chakravartty: I do 
not think the han Member Dr. Singh-
vi should be quite So excited. consi-
dering that we are all here to try to 
see how the loopholes should be plug-
ged. I always hear this question be-
ing raised, that because of jurispru-
dence and because C'I absolute truth 

and morality, we can go on doing im-
moral things! I do not think that 
should De the attitude at al1. As taT 
as I am concerned, I think any powers 
given to the administrative machmery 
are bound to have certain corrupt in-
fluences. I am absolutely sure on that 
point. There is corruption now, and 
th'ere will be corruption in future un-
less we come to the position that we 
should not have any tax-collecting 
machinery in the hands of this ':Jovt. 
and we should do away with the 
whole tax business. NobOdy has been 
able to show how we are going to 
plug these loopholes through which 
evasion goes on every time. The mea-
sures should be strict and stringent; 
We do not think that we should bring 
down th'e powers of the lTOs. If 
there are corrupt people. there are 
also corrupt ITO's. Since we are go-
ing to giV1e them power fOr collecting 
taxes,-You hav'e given them that 
power-in that process, why should 
we allow those who are having 
the most efficient brains to cover up 
their assets, stocks, etc .. to evade th'e 
taxes? They are the people who will 
go scot-'free. And there are auditors 
and otbers who can hide these things 
much more efficiently than othen! 

Therefore, this clause is very neces-
sary. I wish that it should be 100 
per cent. But if it is not to be that, 
at least 90 per cent should be there. I 
am very !lUrprised Uhat only those 
who have been pleading about thi, 
haVe been lawyeTS who hav" been 
practising in this field. and thOSe who 
are ac'ually directly in business have 
been arguing against this clause. The 
ordinary persons representing the 
ordinary interests bere do not s\leak 
at all on this point. In spite of the 
fact tha+ we know that it is the busi-
nessmen who dislike this clause very 
much, I am sure this will be one of 
the claus'es that we haVe got to svp-
port, knowing fully well tbat with this 
machinery of Government there is 
going to be a ceTtain amount of C<Jr-
ruption and a certain amount 01 black-
mail. But if We have this sum of Rs. 
200 crores or Rs. 300 crores that are 
escaping everytime, and if we have 
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to put an end to this interminable 
litigation, we have got to accept this 
provision also. 

8bri Ranga (Ohittoor): Mr. Spea-
ker. Sir, I am surprised my hon. 
friend ShTimati Renu Chahavartty 
pleads in favour of the totalitarian 
power with my hon. friend the Minis-
ter through this clause of the Bill. My 
hon. friend was saying that those who 
speak fOr ordinary folk are not inter-
ested and are not so much interested 
as to be prepared to oppose this clause. 
My approach is this; it is not very 
different in one way from trut of my 
han. friend. 'She says there a.e bound 
to be corrupt officers and also dishon-
est income-tax payees, and the.efore 
let us gIve this power, more and more 
power, absolute power, if pos3ible .. to 
those corrupt officers. Is thdt logical? 
Does it make any sense to anybody? 
If une has go' to make 3ny c·huice 
between sound dishonest businessmen 
and sound dishonest officers, certainly, 
one has to make a choice in favour ot 
business people. not officers. The',e 
dishonest people carryon lheir busi-
neSs at their OWn risk and mak.e cer-
tain profits, whereas the officers 
are safeguarded from all risks, they 
are paid their salaries and tiley are 
assured of their pension, and ~ e  are 
given the high social status in society, 
and on top of it, they are <!,ven ;0 
much protection from law in the dis-
charge of their (fficial work. There-
fore, I do not think the piea :"al sht 
put forward is really tenaiJle nor is it 
reasonable. -

Secondly, my han. friends belonging 
to the communis party were !-'o very 
keen that every commpnist snoL.ld not 
be treated as a criminal or a possible 
criminal Or a prospective criml<!al; the 
benefit of doubt should also be given 
to that as well a'S others a, ;t should 
be given to 'every citizen ~n  the r.,!S-

ponsibility Or ~ in  the person to 
be guilty should rest s ~elJ Oil tht 
shoulders of Government. "'\'"hE.1 they 
were opposing the Preventive Deten-
tion Act and also the Defence of 
India Rules, when they wa.nted the 
support of all sections of tho, HO'lse 
in their opposition to the Dei"nce cf 
378 (Ai) LSD-5. 

India Rules, when they came up here 
for discussion, this particular plea, 
that absolute ~er sho:!!d be giver 
to the Government irrespecti ,,, d tr,e 
character Clf ~ e officers and ' he. pos-
sibility of certain of tho'se ffl ~r,; be-
ing corrupt, and some of Lf: ~ uff.<:eI S 
being inclined to be arbitrary in their 
assessment and these things-,;.i s p.1l'-

'icular plea coming from t.h" sam" 
friends from the very same quarters-
se·.,ms to be illogical ~n  aloe extra-
ordinary and unj.ustifilble. 

Ai] that I ask for is, do tak£, by all 
means all precautions in order to see 
that the erring businessman is brought 
to book in every possible manner, but 
in a legitimate manner, in a demo-
cratic manner, without doing violence 
to your sense of natural justice and to 
your sense of jurisprudence, whatever 
is considered to be the cannon of juris-
prudence. But just because some dis-
honest people, or rather some business 
people have been dishonest, and have 
not been paying all that they should 
have paid, and just because of the 
continued failure of this Government 
to get at least the maximum number 
of dishonest people to book-a few 
people would always escape from 
payinl: taxes--just because of the 
Government's failure to try and casti-
gate all businessmen to be possibly 
dishonest people or corrupt people 
and unreliable people and therefore 
they should be treated as prospective 
criminals and the burden of proof 
should be placed On their shoulders, 
is to do violence to the very basis on 
which Our Constitution has been for-
mulated. Therefore, I sincerely hope 
that my hon. friend the Finance Minis-
ter would not consider it to be too 
late even now to resile from his posi-
tion and accept anyone of the sug-
gestions that have been made by vari-
ous Members in this House On this 
clause. 

Dr. M. S. Aney (Nagpur): Sir, I have 
not got very much to say after many 
eminent lawyers and others who have 
great experience in these matters have 
had their say. What strikes me in 
this Explanation is this. Particularly 
[ appreciate the desire of the hon. 
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Finance Minister to plug the loopholes 
and yet, I feel that in their zeal to do 
'0, they should not create new avenues 
and new loopholes for corruption to 
become more wide than what it is to-
day. The entire approach which is 
indicated in this clause is a wrong ap-
proach. It is supposed the people 
have a tendency to conceal the in-
comes and give wrong figures and 
lomething must be done to force them 
to do the right 'thing: 

I have heard in my childhood cer-
tain beggars, who instead of asking 
the people to give them something; 
would say that those who will not 
give will not have the blessings but 
the curse of God. The attitude adopt-
ed here is like that. The Income-tax 
Officer is in the same position. If 
anybody shows an income which hap-
pens to be less than 90 per cent of 
the total income, as fixed by the In-
come-tax Officer, then he is deemed to 
have committed an offence. It is a 
new incentive in the hands of the In-
come-tax Officer. As there are bad 
persons among those who are assessed, 
there are also some bad officers who 
assess them. We are glvmg a new 
incentive in the hands of the Income-
tax Officer and the tendency, there-
fore, would be more to create difficult-
Ies and squeeze the assessees. I, 
therefore, think that the best course 
is to proceed on the general assump-
tion laid down in criminal jurispru-
dence that a man is presumed to be 
innocent till he is proved guilty. 
Those are general propositions which 
hold good for any law. To disregard 
them would mean creating new diffi-
culties, of which we do not have an 
exact idea. 

For these reasons, I submit that the 
dause is sO hard that it ought to be 
made more reasonable. 

Dr. Sarojini Mahishi (Dharwar 
North): Sir, in the context of heavy 
tax evasion prevailing in the country, 
as if it were an annual recurring fea-
ture, the han. Finance Minister in his 
anxietv !, plug the loopholes might 
have brought this particular amend-

ment to section 271 of the Act. But 
we must at the same time know 
what consequences it is going to brine 
along with it. The deletion of the 
word 'deliberately' shifts the onus at 
proof to the shoulders of the assessee 
which is against the principles of natu-
ral justice. He should be given an 
opportunity to defend himself and 
show his innocence also. Along with 
it, section 277 is also being amended 
and in place of simple imprisonment. 
rigorous imprisonment is sought to be 
substituted. I think this will bring 
very disastrous results in consequence.. 
Therefore, I submit that the in~ 
Minister should give a re-thought to 
this particular claUse 40, which seeks 
to amend section 271. 

It is stated in section 271 that if the 
Appellate Assistant Commissioner, in 
the course of the proceedings, finds 
that he is satisfied that correct parti_ 
culars of income are not given, he can 
impose a penalty and the final autho-
rity rests with the Income-tax Offi-
cer. Of course, as hon. Members on 
the other side pointed out, Income-tax 
Officers are also human beings; some 
of them may be corrupt and some may 
not be. We need not take it for grant-
ed that all of them are corrupt. But 
if the executive authority is armed 
with final powers to impose pellalty 
to such an extent, there is alwaY$ 
scope for its being misused. The poor 
assessee should not be put to the con-
sequences of such misuse of powers. 

In clause 40, in sub-clause (1), the 
word 'deliberately' is sought to be 
deleted and in sub-clause (2) an ex-
planation is added. III the explana-
tion it is mentioned: 

"hereinafter in this Explanation 
referred to as the correct income". 

do not know how the words 'correct 
income' have been used. Correct ac-
cording to the ITO or correct accord-
ing to the assessee? 'Correct' is such 
a word which can be defined in a par-
ticular context. 
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Mr. Speaker: 'Correct' would mean 
the final assessment after the appeals 
and other courses have been gone 
through. I 

Dr. Sarojini Mahishi: That is why I 
am saying that according to a parti-
cular Income-tax Officer, a particular 
amount may be correct. While giv-
ing that particular amount, the asse-
~se~ might be under a different im-
pression and he might be thinking 
that what he has given is correct also. 
In India where the percentage of 
literacy is hardly 34 per cent, we 
cannot expect all people whose in-
come can be taxed to show the cor-
rect income in their retunes. In cer-
tain cases, it may so happen that cer-
tain items of expenditure which en-
joy exemption according to the pro-
visions of the Income-tax Act might 
also have been put in to the list. In 
certain cases, there may be omission, 
which may not be intentional or deli-
berate. Therefore, such margin 
should be given for the assessee also 
to correct his income subsequently and 
the word of the Income-tax Officer 
should not be final in the matter. 

As one of my hon. friends pointed 
out, if the depreciation amount is de-
ducted from the particular amount-
which depreciation amount may differ 
{rom one chartered accountant to ano-
ther-it may' not be very difficult for 
the ITO to raise the income also by 
10 per cent. Therefore, this is a very 
oarrow margin indeed. Of course, 
there is anxiety on the part of the 
responsible citizens of India to plug 
the loopholes and to avoid tax evasion 
In the country, which is grovdng year 
by year. At the same time, the prin-
cipJes . of natural justice shouid also 
not be denied to the citizens of India, 
which is a fundamental riRht. I hope 
the hon. Finance Minister will give a 
re-thought to this particuiar clause 
and to the deletion of the word "de-
liberately". 

Shri T. T. Krishnamaohari: Mr. 
Speaker, Sir, this particular clause has 
become the piece de resistance of this 
measure and we have had a very large 

number of hon. Members speaking on 
this particular clause. The gravamen 
of their charge is On the word 'deli-
berate'. It is not quite correct, as 
Mr. Morarka has pointed out, that this 
was imposed by the Select Committee 
when the Select Committee was consi-
<iering the 1961 Bill. In fact, it was 
there before. Nor is it correct that 
the Direct Taxes Inquiry Committee 
have held against the question of shift-
ing the onus of proof on the assessee. 
[n fact. in paragraphs 761 and 762, 
reference has been made to the U.K. 
Income-tax Act of 1952 and they do 
seem to consider very definitely that 
this question of onus of proof being 
on the Income-tax Officer is one of 
the factors that is operating against 
proper collection. 

"Deliberately" happens to be crux 
of the whole measure. The Finance 
Bill has been so framed in order to 
make collection better and to ensure 
that evasion does not take place. Eva_ 
don is very wide; that is conceded. 
In fact, in the last six months that I 
have been in charge of this Ministry. 
I have found OUr estimates of evasion 
have been somewhat . of an under-
estimate. Evasion is much greater. 
[n what we call the sample tests that 
we are making in particular streets 
we find the number of people who 
have evaded are not small people, but 
sometimes big people also. 

The administration of the Act, as 
It is, is not easy. Han. Members have 
mell,.tioned something about prosecu-
tions. Yes, in recent years there has 
been one prosecution and it ended in 
a conviction and the fine imposed was 
Rs. 250. In fact, the word 'deliber-
ately' prevents even a penalty being 
imposed by the income-tax authority. 

But, Sir. I would like to go to t ~ 
root of the problem. When you re-
move the word 'deliberately' what 
happens? The onus of proof is on the 
assesspc. Mention was made by some 
han. Member about depreciation. diffe-
rent methods of depreciation. In fact, 
if an auditor has made one assessment 
with regard to depreciation and ano-
ther person has done it in a different 
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way, that would be a bona fide mis-
take. There is room for opinion as to 
what it should be. Where a bona fide 
mistake is there, you can certainly say 
that it is a bona fide mistake even if 
the error is not within the region 
mentioned. The region of 10 per cent 
that is mentioned is only as a sort of 
~ fe r  against clerical and other 
errors for which nO explanation is 
vouchsafed. But it does not mean that 
a person is going to be convicted and 
sent to prison. Ultimately, for a man 
to be sent to prison a magist.rate has 
to do it, the income-tax officer cannot 
do so The income-tax officer can 
levy a penalty, but there are courts of 
appeal like the Assistant Appellate 
Commissioner, the Tribunal and ulti-

. mat ely the courts. 

I quite agree that in some cases per-
haps adequate justice is not forthcom-
ing. It is my intention, if my collea-
gue the Law Minister would agree, that 
we should shift or raise the status of the 
present Income-tax Tribunal and bring 
It withi.., the orbit of proper judicial 
controL It is a thing on which 1 have 
been seriously thinking, that any ad-
ministrative control, whatever it might 
be must not be with the Finance De-
partment and it must be with the Law 
Department, and the calibre of the 
people who would administer it being 
such that probably they are able to 
deal with "the points .referred to them. 
Therefore, we should, as we are mak-
ing the law stricter, make the ultimate 
court of appeal subject to the judiciary 
of the country and not the executive. 

On these matters I have no differ-
ence of opinion. But basically the 
problem is a social eviL That is what 
hon. Members should recognise. 
There, I am v"ry grateful to my hon. 
friend opposite for her very reasoned 
support CnteTTuptionl. They might 
laugh, but it was a reasoned support. 
[ may not agree with her that the 
quantum of corruption among income-
tax officers is the same as the quantum 
of corruption among other people. 
No, it is much less. In fact, I would 

say that the income-tax officers, by 
and large, are honest. It may be that 
they are sometimes wooden. It is 
possible. But th1! way of protecting 
people against any kind of arbitrary 
decision by income-tax officers is to 
provide for the highest authority. It 
is the appellate courts which have to 
provide the protection. 

Then, Sir, it is also mentioned that 
this word 'deliberately' qualifies also 
277. Section 277 which attracts the 
penal provisions is not qualified by the 
word 'deliberately'. In fact. if hon. 
Members object to the removal of the 
word 'deiiberately'. In fact if han. 
to be put in, then I can as wel! with-
draw the clause because then there is 
no meaning in it . 

The area of evasion, as I said, is 
very wide. If I can collect a thousand 
orw:es in the next two or three years, 
I would still feel that there is about 
30 per cent left out. Han. Members 
seem to think that the whole thing is 
being engineered in order to crush the 
small man. In fact, if there is a man 
who has got an income of Rs. 10,000 
and he has given a return of 10 per 
cent, supposing it is 20 per cent or 30 
per cent, normally we would not 
worry about it because they are all 
within small regions. But if you low-
er the percentage and if tbe area of 
evasion is somewhere in the region of 
a lakh of rupees then the percentage 
will be very really material. 

JurisprUdence has been invoked. 
am told that in America it is there. 
I hope my han. friend., the lawyers 
here, >Shri Sachindra Chaudhuri and 
Shri Chatterjee and also others will 
not accuse me of being of complete 
ignorance. In America this is the 
fundamental principle accepted by the 
Supreme Court. that a tax measure is 
something which supervenes normal 
cancpptions of jurisprudence and even 
personal rights. In fact, a right to tax 
is a right to destroy. Otherwise I 
would not have brought in this 85 per 
cent for estate duty. It would have 
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been thrown out anywhere by any 
court of law. I said, i! anybody chal-
lenges it, the Attorney-General or 
whoever is going to deal with the case 
on behalf of Government will produce 
the American principle here. So far 
as collection of taxes is concerned, 
the normal canons of jurisprudence 
just take a subordinate place for this 
reaSOn that anybody who evades taxa-
tion is committing a great social evil 
and he throws an enormous amount 
of burden On the other people. 

If within the next two Or three 
years the direct taxes collection come 
to about Rs. 1000 crores, then I would 
certainly bring down the rate of tax 
both on earned incomes and on cor-
porate taxes. Therefore, the only re-
lief that we can give is by a better 
collection of taxes, and the whole 
scheme of this Finance Bill and the 
measures that I l)ave brought before 
the House is to see that the evader 
is caught, that collection of taxes Is 
made better and that the honest tax-
payer is thereby enabled in course of 
time to have to pay less instead of 
his carrying the entire burden. 

The hon. Member, Shrimati Renu 
Chakravartty mentioned about salari-
ed people. We often say that the 
salaried people are people who get 
large incomes, who are well of and 
all that. But nobody realises that 
they bear an en rm ~ amount of 
burden of all the people who do not 
pay taxes. I think the moral consci-
ence of the House will certainly re-
volt against giving a charter to people 
to continue going on cheating the Gov-
ernment and the nation of the taxel 
due. Sometime or other they must be 
caught. If the fundamental principles 
of jurisprudence for normal purposes 
are going to be applied for to: collec-
tion, I would at once assure the house 
that it would not be possible to col-
lect the tax. If the Income-tax officer 
bas to go and prove in every case, 
excepting perhaps on occasions infor-
mally, he cannot prwe. Therefore it 
is necessary ....... . 

~, n~~ ~ : 'fln 

1h"1" ~ 1i 'fiT l1l 'fflT ~ fif; ~ 

'3''1" " q,'l"t,;-O:: m'l',: fT <rm ~,' ''I' 
<iT 'fg1 '111" 'F 'i'T i ~ ~ 11' fir".: 
q,'l" ;["1" ~ <rTaT Fc, ~'I1f<1i <n[ 
'3''' <i; "if .. ., iw IF<f ... .fT iii ,~1 -it 
;i,g. 4:,' ~~r <r ~ \<: ~  ~ ~f.;;; 
nr'l'!; ~ ~ '3'·1 q ~11 "fTil, ',:j m:'F'l 

'1'~1 ~T r ;f '3''1' \:r <f <r,~ 'iQ"T '<:-rei' 
.;. ? 
(l •• 

8hri T. T. Krishnamachari: On the 
realm of Swamiji I have nothin/i: to 
say. There we speak in a sphere 
which is above the normal and which 
goes into the spiritual. I am speak-
ing to lawyers who are fundamentally. 
I think, terrestrial in their outlook. I 
can tell them that once you think of 
the normal criminal offence, where a 
perSOn has to be punished and where 
the fundamental canons of jurispru-
dence are to be applied, it is a diffe-
rent matter. 

The hon. Member, Shri Ranga 
brought this question of Preventive 
Detention. It does not mean that only 
Shrimati Renu Chakravartty objects 
to it. I also object to it. I also feel 
very strongly that if a person is going 
to be put in prison without any cause, 
it is wrong. After all, we have all-
at least some of us-been here for 
making the Constitution and drawing 
up article 19. 

8hri Rang-a: You passed it. 
8hri T. T. Krishnamachari: We 

might pass it. The question is, we 
passed a thing to which he was also 
a party. Now he might find a diffe-
rent reason to oppose it for the reason 
he wants to oppose the Government. 
That is not the set of criteria we want 
to consider today. 

As I said, Sir, I hold that the word 
"deliberately" has to go. Otherwise 
the clause has no meaning. In fact. 
there is no meaning then for the entire 
scheme of taxation. I can as well go 
back to what it was before the Fin-
ance Bill was introduced, with the 
super profits tax, with a very high 
rate of personal taxation going up to 
89i per cent, collecting it from people 
whom we know and allowing the 
people whom we do not know to £0 
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on cheating and evading taxation. 
When you want a revamping of the 
tax structure, giving some incentive to 
the people who earn, glvmg some 
incentive to corporations to save, then 
you must ensure that collection must 
be made. It is not a matter of 80 per 
cent, 85 per cent or 90 per cent. SUD-
posing I accept 80 per cent in the area 
of evasion, where it is a large amount 
of. say, &S. 50 lakhs, that 20 per cent 
is vital. Another 10 per cent would 
be very vital. So, as I have said. 
there are misconeeptions. It is a tax 
measure and in a tax measure the 
ideas of jurisprudence certainly differ 
and it may be impertinent On my part 
to mention that to eminent lawyers 
like, Shri Chatterjee and Shri Chau-

,dhury. Even so, I do with all humI-
lity point out to them the fact that it 
is a great social evil which we are 
trying to tackle today. An undue 
burden is being cast upOn the vast 
rnajority of the people who are honest. 
Therefore to bring the normal juris-
prudential ideas into it is not possible. 

Shri Sachindra Chaudhuri: I did 
not lay any stress On the point of 
jurisprudence. 

Shri T. T. Krisbftamachari: I do not 
find fault with the han. Member at all. 
Probably he did not do it. When a 
number of people speak, we attribute 
intentions and ideas to people who 
have not probably put it forward. 

Shri Sachindra Chaudhuri: I am at 
one with the hon. Finance Minister 
that if the evil is so great, jurispru-
dence has got to give way. I agree 
with him there. 

Shri T. T. Krlshnamachari: I am 
grateful for this valuable and weigh-
ty support. 

Dr. L. M. Singhvi: Sir, is it right 
to invoke the consensus of the House 
when not a single han. Member ex-
cept Shrimati Renu Chakravartty has 
risen to support the provision as it is 
sought. ..... 

Shrimati Renuka Ray (MaIda): 
There are many Members to support 

it. Because it is there we have not 
gone out of our way to say any thin, 
in support of it. 

Shri T. T. Krishnamachari: My han. 
friend is new to the House. What 
really happens is that silence is gene-
rally consent in the House. Many 
Members of the Party here would 
support it if a test is made. They 
remain silent and only allow a few 
people to speak. 

Shrimati Reno Chakravartty: Why 
ue they remaining silent? 

Shri T. T. KriShllllmachari: If 
everybody speaks, we would not have 
the time. We have to get through the 
business and I am grateful that people 
are not speaking. 

An Han. Member: They are going 
to vote for it in any case. 

Shri T, T. Krishnamaehari: There· 
fore I am unable to accept any dele-
tion of the word 'deliberately.' It is 
fundamental. 

Secondly, as I said, there is a mis-
take in the impression that this quali-
fies section 277. It does not. There· 
tore, while imprisonment is manda-
tory, oftentimes it might have the 
other effect. I am quite alive to the 
tact that a magistrate who is very 
lenient may say, "I will acquit the 
person" and we probably will have to 
go in appeal .because he may be a 
person Who does not want to send a 
person for imprisonment and might 
acquit him. The danger is there. In 
any event, following the American 
practice ,we want to make it manda-
tory, that is, he should be punished. 

On the question of percentage, as I 
said, the percentage of 90 is good. We 
have thought about it. While, cer-
tainly in the case of persons normally 
having an income of Rs. l~,  or so 
even 50 per cent may not be anythinl 
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'ftrY big-there might be bona fide 
mistakes and certainly those mistakes 
_ill be taken note of-in the case ot 
bigger incomes, 10 per cent does come 
to. But if some gesture has to be 
caade, I do not mind accepting the 
.ulendment of Shri Kashi Ram Gupta, 
Chat is, amendment No. 16, and make 
it 80 per cent instead of 90 per cent. 
Beyond that I am not able to oblige 
6e House. 

Shri Kashi Ram Gupta: What about 
snall. 

Shri P. N. Kayal (Joynagar): Will 
the Government agree that this clause 
'Would not be used liberally? iIt 
should be used in extreme cases. 

Mr. Speaker: That is to be used by 
Clthers. We have only to legislate. 

Shri Kashi Ram Gupta: There 
were two amendments of mine. 

Mr. Speaker: I shall first put 
amendment No. 16 of Shri Kashi Ram 
Gupta to the vote of the House. 

Dr. L. M. Singhvi: 
amendment is going to 
the other amendments 
first. 

Since this 
be accepted, 
might be pu' 

Shrj T. T. Krishnamacbari: Let it 
tie put first. 

Mr. Speaker: The question is: 

Page 23, line 13,-

frw "ninety per cent." mbstitute 

"eighty per cent." (16) 

The motion was adopted. 

Mr. Speaker: Amendment No. 17. 
Does he press it? 

Shri Kashi Ram Gupta: Yes, 
pres" it. 

,Mr. Speaker: The question is. 

Page 23,-

after line 24, ime1't--

"Provided that this shall not 
apply to any assessee's return of 

Income-tax, wherein the income 
shown falls below rupees twenty 

thousand." (17). 

The motion was negatived. 

Mr. Speaker: What about Shrl 
Morarka's amendments? 

&lri Morarka:.I withdraw my 
amendments Nos. 145 and 147. 

The amendments were, by Leave, 
withdrawn. 

Shri N. R. Ghosh: I also withdraw 
my amendments Nos. 145, 48, 149 and 
150. 

The amendment was, by leave, 
withdrawn. 

Shri V. B. Gandhi: I wish to with-
draw my amendment No. 182. 

The amendments were, by .eave, 
withdrawn. 

Mr. Speaker: Is there any other 
amendment left? None. 

The question is: 
''That clause 40 as amended, 

stand part of the Bill." 

The Lok Sabha divided: 

The Deputy Minister in the Minis-
try of Finance (Shrimati Tarkesh-
wari Sinha): I preSsed the button but 
the light did not come. 

Mr. Speaker: How did she vote? 

Shrimati Tarkeshwari Sinha: For 
'Ayes'. 

Shri Rallga: I am glad, it has come 
now. There is some conscience even 
in the Finance Ministry. 

Shri Yamuna Prasad MandaI (Jai-
nagar): I am for 'Ayes'. 

Mr. Speaker: Did the maClhine nQ1; 
work? 

Shri Yamuna Prasad MandaI: It 
has been wrongly recorded. 

Mr. Speaker: I cannot allow thut. 
But the statements of Shrimati Tar-
keshwari Sinha and the hon. MemM-
have been recorded. 
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Div. No. 23] 

Alk:lmma Devi, Shri 
Alva, Shri A.. S. 
Alva, Shri Joachim 
Arunachalam, Shri 
Babunath Singh, Shri 

FinanCe 

B.I Krishna Singh, Shri 
Barman, Shri P. C. 
Basappa, S!'tri 
Basumatari, Sbri 
Bhagat I Shri B. R. 
Bhargava. Shri M. B. 
Braicshwar Prasad. Sbri 
Chakravartty. Shrimati Renu 
Chandrabhan Singh, Shri 
Chandriki. Shri 
Chaudhuri, Shri Sachindra 
Chuni La!, Shri 
Daljit Singh, Shri 
Das. Shri B. K. 
D.l5Iappa, 5hri 
Deo Dhan;, Shri P. C. 
Dighe, Shri 
Dwivedi. Shri M. L. 
Gandhi, Shri V. B. 
Ghosh, Shri N. R. 
Hamda, Shri Subodh 
Buvani, 5hri Ansar 
Hem Raj, Shri 
Himatsingka, Skri 
Iadhav, Shri T-.Hbidas 
Kayal. Shri P. N. 

Dr. M. S. Aney 
Shrimati Buant Kunwari 
Shri Onkat Lal Berwa 
8bri Buta Singh 
Shri N. C. Chatterjee 
Shri P. K. Deo 
Shri Gubhan 
Shri Kasru Ram Gupta 

APRIL 21, 1964 

AYES 
Kotaki, Shri Lil.dhar 
KOlljalgi. Shri H. V. 
Krishna Shri M. R. 
Krishnamachari. Shri T. T. 
Kureel, Shri B. N. 
Lalit Sen, SMi 
Laskar, Shri N. R. 
Laxmi Bai, Shrimati 
Mahadeva Prasad, 1M. 
M.alaichami, Shri 
MandaI, Shri J. 
Mantri, Shri 
Muuthiah. Shri 
Mehta. Shri Jashvant 
Melkote. Dr. 
Mirza, Smi Bakar Ali 
Mohsin, Shri 
Morarla, Shri 
Murti, Shr; M. S. 
Musafir, Shri G. S. 
Muthiah, SMi 
Naik. Shri D. J. 
Natr. Shri Vamjevan 
Nal1alwya, Smi 
Patel, Smt Chhotubhai 
Patel, Shri Rajelbwar 
Patil, Shn M. B. 
Pattabhi Raman, Sbri C. R. 
Pillai. Shri Natera;. 
Pratap Sinih, Smi 
Raj deo Sina-h, Shri 

NOES 
5mi Kapur Singh 
8hri Krishnapal Sin,h 
Shri Mahananda 
Shri M. R. Manni 
Shri B. P. Maurya 
Shri Narasimba Redd, 
Shri Ranga 
Shrimati Rajya1a:uni 

BilL 

[13.50 hn. 
Ram. Shri T. 
Ram Sewak, Shfi 
Ramaswamy, Shri V. K. 
Rane, Shri 
Rao, Shri Krishnamoorthy 
Rao. Shri .Muthyal 
Ray. Shrimati Renuka 
Roy, Shri Bishwanath 
Saha, Dr. S. K. 
Sahu, Shri Rameahwar 
Saigal, Shri A. S. 
Shanhraiya, Shri 
Sharma. Smi A. P. 
Shto Narain. Smi 
Siddananiappa. Shri 
Siddiah. Shri 
Sinhasan Singh, Shri . 
Soy. Sbri H. C. 
Subbaraman. Smi C. 
Subramanyam. Shri T. 
Swamy, Smi M. P. 
Tlwary. Shri R. S. 
Uikey, 5hri 
Varma Shrj Ravindra 
Veerapp, Shri 
Venka!asubblliah, Shri r. 
Vjdya1ankar, Shri A. N. 
Wadiwa. Shri 
Walnik. Shri Balkrishna 
Yadav, Shri Ram Harkh 
Yadva, ~ rl B. 1'. 

5hriRa r.ld,:I:I:Jl 

Shri Bi$hanchander Seth 
Dr. L. M. Singhvi 
Sbrimati Sbashank Manjlll'i 
Shri Prakash Vir Sbastri 
Shri Y. D. Singh 
Shri U. M. Trivedi 
Shri y •• hpal Singh 

Mr. Speaker: The result of the 
Division is Ayes 92; Nos 24. 

(i) "Page 23,-

The motion was adopted. 

Cluuse 40, as amended, was added to 
the Bin 

13.50 hI'S. 

[MR. DEPUTY-SPEAKER in the Chair] 

Clause 41- (Amendment of Section 
277) 

Shri Bimatsblgka: I beg to move: 

omit lines 31 to 33". (152) 

(ii) "Page 23, f01' lines 29 to 33.-

Substitute-

"punishable with rigorous im-
prisonment which may extend ta 
five years or with fine which may 
extend to five thousand rupees 01 
with both." (183) 

Sir, just now the clause 40 wu d. 
cussed and if I could understand tbe 
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hon. Finance Minister, he hu a feel-
ing-I think correctly-that a large 
number of persons are not in the list 
of assessees and he wants that they 
should come in. Therefore, the amend-
ments that have been tabled under 
clause 40 will not be of much use in 
those cases. If they are not in the 
list of assessees and they are not 
filing any retu"n, there is no question 
of their returns being 20 per cent less 
or 10 per cent less or whatever it is. 
Therefore, the question of roping in 
those who are not in the list of asses-
sees is different from amending the 
law in the manner that has been sug-
gested. 

So far as the present clause 41 is 
concerned, the amendment seeks to 
raise the punishment from six months 
imprisonment to 2 years rigorous im-
prisonment and the discretion of the 
court is intended to be taken away. 
The present section reads: 

...... he sha 11 be punishable 
with simple imprisonment which 
may extend to six months or with 
fine which may extend to Rs. 1000 
Or with both." 

My amendment No. 183, because the 
hon. Finance Mini!rter wants to raise 
the punishment, lleeks to raise it to 
much more than what is in his mind. 
I have suggested that the punishment 
may be raised to five years or with 
fine which may extend to Rs. 5000 or 
with both. I do not think that it will 
be proper to take away the discretion 
of the court by stating that the punish-
ment will .be two years and in no 
circumatances it will be less than six 
months unless for reasons to be re-
corded the court thinks otherwise. If 
we take away the discretion of the 
court in a matter like this, it will 
not be verY helpful. What I feel ia 
that t;""re are all kinds of men. Then 
are dishonest assessee. and there 
is dishonesty in some persons in 
every walk of life and this 
remedy, this punilhm_t tJult ill 

being provided, will be no remedy 
to remove those difficulties. The diffi-
culties will be removed if the law is 
properly administered and if more 
attention is given to roping in those 
Who are outside the list of assessees. 
I feel, as regards the assessees who 
are already on the list, that there is 
not much evasion now. The collections 
have gone up much more than what 
they were before. The figure is rising 
in geometrical proportions and 'indeed 
after the Act of 1961, th .. collections 
have not been less but they have been 
much more than what was expected. 
In fact, this year, I think, the collec-
tions exceed by Rs. 81 crores than 
what was estimated. Therefore, 
the law is not standing in the way of 
proper collections. What is standing 
in the way is perhaps a proper super-
vision or a proper inquiry in finding 
out persons who are not filing any re-
turn at all. On account of the busi-
ness having been expanded, a large 
number of persons come within the 
scope of the Income-Tax Act as they 
make a little over Rs. 3000. But the 
entries of punishment in this fashion 
will not be any remedy. Therefore, I 
feel that the discretion should not 
be taken away from the court. Let the 
punishment be increased to two years 
or five years, whichever the han. 
Minister feels necessary, but the dis-
cretion of the court should remain and 
if the court thinks that the of!ence is 
such that no imprbonment should be 
awarded, the court .mould have that 
discretion. Therefore, I have moved 
amendment No. 183 and in any event 
if that is not accepted, I have moved 
amendment No. 152 where this pro-
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viso is to be deleted. There again, the 
discretion of the court will remain. 
The punishment will be only the im-
prisonment. There will be no ques-
tion of fine. But the discretion of 
court will be there whether to sen-
tence a person to imprisonment or 
not. 

Shri U. M. Trivedi (Mandsaur): 
This amendment as well as the amend-
ment suggested in clause 42 requires 
deep consideration. After all for so 
many years, we haVe been adminis-
tering the Income-Tax Act and rthe 
punishment that was t er~ was only 
six month3 or with fine which 'may 
-extend to Rs, 1000 or both. That is 
.desired to be changed into punishment 
with rigorous imprisonment for a term 
'which may extend to two years, And 
this the proviso added: 

''Provided that in the absence 
of special and adequate reasons to 
the contrary to be recorded in the 
judgement of the court, such im-
prisonment shall not be for less 
than six months." 

Now, one cannot realise what can be 
the exceptional reasons for which a 
punishment of six months can be 
given, If a mistake has been commit-
ted and if a mistake is a bona fide 
mistake committed by somebody, then 
in the absence of any mens rea to 
sentence a man even to six months 
imprisonment or any imprisonment 
whatsoever will be against any prin-
ciples of jurisprudence, If he has 
committed deliberately an act of 
concealment or a fraud or any thing 
of that type which speaks of moral 
turpitude, I see no reason to whittle 
down the sentence that is to be passed 
against him. But at the same time I 
see absolutely no reason for this. No 
reasons have been assigned as to why 
this law is being changed from six 
months simple imprisonment or fine 
to two years rigorous imprisonment. 
Is it the desire of the Government to 

kill the goose which lays the golden 
egg? 

Shri Kapur Singh (Ludhiana): Yes. 

Shri U. M. Trivedi: Although the 
han. Minister was pleased to give very 
good certificate to his income-tax offi-
cers, I cannot agree with him having 
had to deal with many cases in which 
income-tax officers were involved. It 
has been my sad experience that a 
callous attitude pe:sists in the In-
come-Tax Department. The only thing 
that the income-tax officer looks into 
is how to take more money, He is 
after even a bankrupt and a known 
insolvent for years together, who has 
never done any trade for three years, 
five years or ten years and yet be-
cause certain formalities have not 
been done, the income-tax officer 
jumps upon him and sends a notice of 
demand, When the man has become a 
beggar in the street, yet this law will 
apply to him and he will be sent to 
two years rigorous imprisonment. 
What is the object in doing so? I have 
not understood it. I do not know whe-
ther the hon. Minister wi!! be able to 
explain it. It is quite true that in the 
verbose manner in which he does talk 
of things-his predecessor used to 
talk of ,his extreme thrift that he 
would go and close a tap even in the 
latrine whereas he goes to the other 
extreme and says that the houses pro-
vided by the Government are pig 
sties-these explanations will not 
stand any scrutiny whatsoever so far 
as logical, reasonable, cogent reasons 
can be given for the purpose of put-
ting this law into the picture. It is 
all very well as my han, friend 
is concious of the fact that whatever 
he talks will stand and whatever he 
says will go through. If n Jaw is to be 
made only with that consciousness, 
thpn I would submit that the law cer-
tainly will be made, But, then, every 
law requires an explanation and a 
reasoning behind it indicating clearly 
why the particular law is being made 
and what the circumstances are which 
it is going to meet. If we judge this 
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present clause in that background, 
it will fail and miserably fail in its 
logic. On the one hand, the law 
wants the man to be sentenced to two 
years' rigorous imprisonment, and 
there is no alternative of fille provid-
ed for him. At the same time some 
mitigating circumstances are dreamt 
of in which he will still be sl'ntenced, 
but to six months' imprisonment. I see 
absolutely no reason whatsoever, un-
less it is an absolute law, that once a 
mqn commits a mistake in filling his 
return, he must be sent to jail. This 
is what comes out of this provision. 
The man must be sent to jail in any 
case; whether he is sent for six months 
or for two years is immaterial for the 
purpose of my argument. I say, Sir, 
that this is too much. People do not 
understand the implications of the 
incpme-tax law to a very great ex-
tent. There is nobody to explain to 
them and nobody to guide them. The 
only people who are there are there 
to catch them just because a mistake 
occurs. A day's delay, or two days' 
delay or ten days' delay does take 
place, but the income-tax officer will 
jump upon the individual and try to 
put him behind the bars. 

In these circumstances, I hope the 
hon. Finance Miaister will give some 
cogent reasons which will appeal to 
the prudent man in the street that 
there is justification for his proposal 
that in every case where a man is 
gulity of concealment, even though it 
may be due to some mistake, the man 
will have to be sentenced to two 
years' rigorous imprisonment, and 
in any event, if he is an honest 
man and he has committ"d just a mis-
take or blunder, even then he must be 
sentenced to six months' rigorous im-
prisonment. One never comes across 
anywhere such a hard law in fiscal 
matters. 

I, therefore, say that this is not a 
provision which shOuld be put on the 
statute-book. 

14.00 hrs. 
Dr. L. M. Singhvi: I feel that in 

seeking to amend sections 277 and 278 
of the Income-tax Act, making it in-
cumbent upon the trying magistrate 
to impose a penalty of rigorous im-
prisonment for a term which may 
extend to two years, with the proviso 
that it may be reduced in certain cases 
where extenuating circumstances are 
shown to the satisfaction of the court, 
to a period of six months or less, these 
two clauses, just like the preceding 
clause 40, are attempts to introduce 
the spectre of penal servitude on 
the assessees. It is an attempt to 
stretch the umbrella of excessive 
powers and of terror over the asses-
sees in this country. 

One feels sympathetic towards the 
need often emphasised by the hon. 
Finance Minister for collecting reve-
nues to the fullest possible extent, but 
this House will certainly net endorse 
his attempt to introduce this amend-
ment to the existing Income-tax Act, 
which seeks to take away the option 
of imposing a fine on the assessee, 
which has been enjoyed by the courts 
hitherto and which also does not al-
low the court to award a pnishment 
of six months' rigorous imprisonment 
or less, except in some specific cases 
for which the court must record it. 
reasons in writing. It is a somewhat 
anomalous proviso, to say the least. It 
has generally to be left to the court 
which is trying the matter to deter-
mine the sentence in the particular 
and peculiar circumstances of the 
case. Therefore, the proviso is defi-
nitely a violating and a transgression 
of the legitimate province of the judi-
ciary. 

I also feel that abolishing the op-
tion which has hitherto b<'zn available 
imposing a penalty or imprisonment 
is a pernicious measure. I do not 
think that the hon. Finance Minister 
will be able to show sufficient data 
and sufficient figllI'es to show that the 
existing powers are inadequate and 
that these powers have not been able 
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to help the cause of tax-collection and 
that these have been wisely, prudent-
ly and diligently applied so far. If the 
eXistinll powers have not .been dili-
gently utilised there is no reason for 
this House to arm the authorities with 
further powers and to extpnd the 
scope of penalities provided in the 
Income-tax Act still further even 
when the existing powers have not 
been fully, properly and wisely used. 
I, therefore, oppose clauses 41 and 42. 

Shri Sachindra Chaudhuri: Only a 
few minutes back, we had accepted 
the amendment proposed to the In-
come-tax Act, which was contained in 
clause 40, and in doing that, we had 
omitted the word 'deliberately' from 
the original Act as it stood in 1961. 

. That is an acknowledgment of the fact 
that there is a very large-scale eva-
sion of tax in oeder to remedy which 
the ordinary principles of jurispru-
dence have got to give away. I, for 
one, say, that there must be an abso-
lute standard of jurisprucience 
which must prevail, and there 
should be personal liberty and the li-
berty of the citizen must be preserv-
ed, but only so long as that liberty is 
not misused by a general body of 
people or by a mass of people. 

Once having accepted that propO-
sition, the next question that arises is 
this. What does section 277 of the Act 
lay down? If my hon. frifmds would 
be kind enough to go through section 
277, they will find that that section 
comes into operation only in certain 
circumstances. That section reads 
thlll): 

'If a person makes a statement 
in any verification under this Act 
or under any rule made there-
under, or delivers an account or 
.tatement which Is falae, and which 
he either knows or believes to be 
false, or does not believe to be 
true . 

So, none of those things is sought to 
be taken away. Therefore, it is only 
to catch those people Who are deli-

berately making false 
and not those who make 
ments inadvertently. 

statements 
false sitate-

Therefore, the only question which 
arises now is this. What is the mea-
sure of punishment which should be 
awarded? It is no derogation to the 
powers of the court or to the 
discretion of the court to pres-
cribe the measure of punishment, 
if you say that the penalty is 
Rs. 1000 or Rs. 5000 or you say 
that it will be imprisonment for a cer-
tain period. In other words, whether it 
is financial burden or physical burden 
the law of crimes always lays down 
what the measure of punishment 
should be. Every provision of 
the IPC provides whether the 
offence is punishable with this or 
that. But the discretion is "not 
in any way taken away from the 
court by that fact. If a person is found 
to be innocent, and not coming within 
the scope of this provision, then he goes 
scot-free. If he is found to be a person 
who is guilty, in that case, the measure 
of punishment has got to be put in. 

Therefore, the only narrow point to 
be considered is whether or not the 
punishment for six months is a too 
severe punishment for evasion of tax. 
So far as that is concerned. the dis-
cretion of the court has not been com-
pletely removed, because it is provided 
in the proviso that if there are special 
and adequate rea!lOns, then the period 
of six months may be reduced, but 
there will be imprisonment; it may be 
for an hour only but it will be there. 
But sO far as the rigour is concerned, 
it is left to the court by recording its 
reasons, to modify that rigour. 

Then, the matter is not left to the 
income-tax officer. In this connec-
tion, I want to point out to my ho". 
friend Shri U. M. Trivedi that it is 
rather irrelevant to go into the 
question of what the income-tax 
officers do, because the stage of the 
the matter is in the court 
and the court bas to decide 
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whether or not a particular punish-
ment should be awarded. That being 
the position, the only question is how 
much. If the offence is so rampant, 
as we have accepted in this House only 
a few minutes earlier, undoubtedly it 
has to be demonstrably shown that 
ther is sufficient deterrant to avoid 
making false or fraudulent statements. 
In that view, a more serious threat is 
necessary and that should be imposed. 
Therfore, I do not see that tlwre is any 
violation of any .principle either of 
jurisprudence or of commonsense or af 
liberty in prescribing a period of six 
months with a discr<;tion being given, 
namely, that the court may for reasons 
to be recorded in writing such rea-
sons being special and adequate, 
reduce the period to less than six 
months. I am just paraphrasing the 
clause. 

The only suggestion I have to make, 
and whi-h it is for the Finance Minis-
ter to accept or not, is this. He says 
'special and adequate'. That means that 
two qualifications are necessary. The 
reasons being adequate are not 
enough. thev must also be special. M1Y 
I make a stiggestion as I have tried to 
do in the next clause, that instead of 
saving 'special and adequate', he may 
say 'special or adequate' or take the 
word 'special' from it? Suppose there 
is a man 80 years old who has made a 
false statement and is before the court. 
Having regard to the special circum-
stances 'of he being an old man and on 
humanitarian grounds, the court might 
be inclined to give him less than six 
months. That sort of liberty in spe-
cial cases could not be taken away. 

As to the adequacy of the reason, it 
is a matter for judicial interpretation. 
So if I may suggest, we may omit the 
word 'special' leaving it as 'adequate' 
or say 'special or adequate' and not 
'special and adequate' Because thE' 
word 'adequate' is qualified by the 
word 'special' and there will be very 
few cases where even the reason being 
adquate. it will be in the category of 
'special'. So either it is tautologous. 
'special and adequate', or it is a cur-
tailment of the discretion of the court 

in regard to its decision upon the ade-
quacy of the reasons. 

Therfore, I would ask the Finance 
Minister to modify It by saying net 
'special and adequate' but 'special or 
adequate or strike out the word 'spe-
cial' and leave only 'adequate'. 

Shri V. B. Gandhi: I have an amend-
ment in my name. 

Mr. Deputy-Speaker: It is not 
moved. 

Shri V. B. Gandhi: Then I will 
speak for a few minutes. 

Sec. 277 provides for punishment for 
false statement in declaration. It pro-
vides tha t the person who makes such 
false statement shall be punished with 
simple imprisonment which may ex-
tend to six months or with fine which 
may extend to Rs. 1000 or with both. 

In claUSe 41, we find an amendment 
is sought to be made, increasmg 
the punishment. It is pyovidod in 
the amendment that the person 
shali be punished with rigorous 
imprisonment for a term which 
may extend to two years. In 
the first place, this punishment ha. 
been very seriously increased, and 
also the alternative punishment of a 
fine which was provided in the Act 
has been omitted. 

Now, I am temperamentally and 
constitutionally opposed to this ten-
dency of increasing punishments, 
making them more and more severe. 
I see that there is a growing desire 
these days for making punishments 
more and more severe. Really spea-
king. in such cases it is the fear of 
law that should prevail and it is not 
the kind of terror that is the crite-
rion. I have said in this House 
several times before that We can ter-
rorise people, but we do not improve 
them thereby. I am therefore all for 
moderation in such matters of award-
ing punishments. I also do not like 
the idea that in the proviso to cJ. 41 
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the discretion of the court in tile mat-
ter of punishment has been taken 
away. That is not a very desirable 
change. 

Shri T. T. Krishnamacl1ar,i: I think 
this is more or less covered by the 
discussion that took place ill tl1e pre-
vious clause. The only thin2 i would 
like to say is this. I may mention a 
case where a penalty of Rs. 250 was 
imposed on two partnero oI a firm 
for deliberate suppression of facts. 
Probably if the ITO had not gone tv 
court but had merelY"put the penllty 
himself, he would have probably put 
a penalty of a lakh of r ~t;s. Bu t in 
such a serious case, all that was done 
was imposition of Rs. 250 fine. There-
fore, we have deliberately chosen the 
American principle here and made 
imprisonment cdmpulsory provided 
the man is found giillty. 

There is an element of escape, with 
which my han. friend, Silri Sa chin-
dra Chaudhuri, dealt. The question 
whether it should be 'special and 
adequate' or 'special or adequate' or 
only 'adequate' reasons, is, I think, a 
matter of semantics in whiCh I cer-
tainly concede his claim that he knows 
bettter than I do. But unIort:.mate:y. 
there is tradition. These are the words 
found in the English statute which 
we have also Used in our statutes, 
'special and adequate'. Suucose a man 
is about 70 and therefore, the .. unlah-
ment i:; not to be severe, as the magis-
trate feels. That woud bL adequate 
enough. He need not say 'Ah'. I do 
not think that people who are likely 
to be let off by a magistrate with a 
lighter punishment will have their 
chance of being let off lightly re ~  

by the words there 'special and ade-
quate'. Therefore, I would prefer to 
accept tradition and the words as they 
are used in existing ,tatnte, though, 
as I have said before, I certain;y C0n-
ccde that in the matter of interpreta-
tion, I should yield ground to Shri 
ChaudhurL 

I do not think that the scheme con-
templated in the previous section 

which the House accepted after divi-
sion perimts of any variat!on here. 
Therefore, I appose the amendments. 

Mr. Deputy-Speaker: What about 
amendments Nos. 183 and I52? 

Shri Himatsingka: I beg leave of 
the Hou3e to withdraw them. 

The amendments were, by 
leave, withdrawn. 

1\Ir. Deputy-Speaker: The question 
is: 

"That clause 41 stand part of 
the Bill". 

The motion was ad.opted. 

Clause 41 was added to the Bill. 

Mr. Deputy·Speaker: Then clause 
42. 

Shri Sachindra Chaudhuri: I am 
not moving my amendment. 

Mr. Deputy Speaker: The question 
is: 

"That clause 42 stand part of 
the Bill". 

The motion was adopted, 

Clause 42 was added to the Bilf. 

Clause 43-- (Omission of 
section 280). 

Mr. Deputy-Speaker: 

Amendment made 

~ 24, for 1m., I, substitute.-

"43. In section 28() of the In-
come-tax Act, in sub-section (1), 
for the words and figures 'dis-
closes any particulars, the disclo-
sure of which is prohibited by 
section 137,', the words, brackets 
and figures 'furnishes any infor-
mation or produces any docu-
ment in contravention or the 
provisions of sub-section (2) of 
sectiOl.1 I3S', shall be substituted," 
(54). 

(Shri T. T. Krishnamachari) 
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Mr. Deputy-SPeaker: 

There is another amendment-

Amendment No. 1M. Is anybody 
moving it. 

Some hon. Members: No. 

M-. Deputy Speaker: Nobody is 
movng it. 

The question is: 

"That Clause 43, as amended, 
stand part of the Bill". 

The motion was adopted. 

CZau.se 43, as amen/kd, was added to 
the Bill 

Clause 44-- (Insertion of new Chap-
ter XXU-A) 

Shri T. T. Krishnamachal'i: I beg 
to move:-

(i) Page 24, line 31, omit "and 
(55) . 

(ii) Page 24, after line 37, insert-

'(iv) any compensation or other 
payment referred to in clause 
(ii) of section 28; and 

(v) any income chargeable under 
the head "Capital gains";' 
(SG). 

(iii) Page 25, line 13 omit "and". 
(57). 

(iv) Page 25, after line 15, insert-

'(iv) any compemation or other 
payment referred to in clause 
(ii) of section 28; and 

(v) any income chargeable under 
the head "Capital gains";' 
(58). 

(v) Page 25, line 41-for "m~tie" 

rubstitute "framed". (59) . 

(vi) Page 26, line 1, after ":Tlade" 
insert "or recoverd" (60), 

(vii) Page 26, line 17-

after "sub-clause (b) (iii)" 
insert "or sub-clause (b) (iv) 
or sub-clause (b) (v)" (nl). 

(viii) Page 26, after line 37 in-
sert-

Explanation.-In thi3 :Secti:J" 
and in sections 280F and 
280H, the expression "total in-
come' means the tot3l income 
computed without making any 
allowance under section 280 0:'" 
(62). 

(ix) Page 29, line 21-

afteT "280M", insert "(1)" (53). 

(x) Page 29-

for lines 29 to 31, substitute-

''by such depositor. 

(2) Where any depositor has de-
posited any amount or any '.s,ess-
ment year which is-

(a) in excess of the amount, or 

(b) less than the amount, 

required to be deposited under the 
provisions of this Chapter for that 
year and in the case referred to in 
clause (b), an additional amount ha9 
been recovered to make up the defi-
ciency. then such excess amount or 
additional amount, as the case may 
be, may be adjusted or otherwise 
dealt with in such manner as Inay be 
provided in a scheme framed under' 
section 280W." (64). 

(xi), Page 29, for lines 33 to M, 
substitute-

"Clause (b) of section 183 for 
any assessment year, such firm 
shall not be liable to make an 
nuity deposit for that asse53ment 
year and annuity deposit made 
bv it for that assessment year, if 
a;;y, shall be adjusted or other-
wise dealt with in such manner 
as may he provided in 8 .cheme· 
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[Shri T. T. Krishnamachari] 
framed under section 280W." (65). 

(xii) Page 31, line 40-

tcrr "fifteenM substitute "twenty-
five" (66). 
(xiii) Page 32, fOT lines l~ to 22, 

rubstitute 

"(b) the manner in which, and 
intervals at which, annuities 
shall be paid; and the manner in 
which the excess or deficiency 
of annuity deposit may be adjus-
ted or otherwise dealt with;" 
(67), 

(xiv) ~ e 33, JOT line 18, sub-
stitute. 

"under that provision. 

2·80X. (1) Notwithstandlni 
anything contained in this Chap-
ter, any depo,itor may, on or be-
fore the SIL, day of June of the 
assessment year in which the first 
becomes liable to make an an-
nUity deposit. by notice in writing 
to the Income-tax Officer, declare 
(.uch declaration being final 
for that ~sessment year and all 
assessment years thereafter) that 
the provisions of this Chapter 
shall not apply to him and if he 
does. so, the p70visions of this 
Chapter rather than sub-section 
(2) ] shal! not apply to him for 
any assessment year in relation 
to which such option ~ effect: 

Provided that in relation to the 
asse,sment year commencing on 
the 1st day of April, 1964, this sub-
section shall have effect as if for 
the words. figures and letters 
'the 30th day of June, the words, 
figures and letters 'the 30th day 
of September' were substituted: 

Provided further that where 
any such depo,itor satisfies the 
Income-tax Offioer that he was 
prevented by :rufficient cause from 
making such declaration within 
the period allowed therefor, the 
Income-tax Officer may, with the 
previous approval of the Inspec-

ting Assistant Commissioner, al-
low such depositor to make the 
declaration at any time after the 
expiry of the aforesaid period. 

(2) If a person has exercised 
the option under sub-section (1), 
then the amount of income-tax 
(but not super-tax) payable by 
him in respect of any assessment 
year in relation to which such 
option has effect shall be in-
creased by a sum equal to fifty 
per cent of the amount by which 
the amount of annuity deposit 
which would have been otherwise 
required to be made in respect 
of that assessment year exceeds 
the difference between the tax 
payable by :him on his total in-
come and the tax that would have 
been payable had his total income 
been reduced by the amount" of 
annuity deposit; 

Provided that if such person 
is more than seventv vears of 
age on the last day of" the " re '~s 
year relevant to the a"es.ment 
year, he shall not be liable to P"Y 
the additional income-tax under 
this sub-section." (68). 

Tn moving these emendments, 1 
would like to say a few words. T 
would like to explain the reasons. The 
reasons for these changes were al-
ready mentioned by me in my open-
ing ~ ee . It is merely because for 
one thing, we have permitted people 
who are above the age of 70 to opt 
out and we have also provided for 
people opting out on payment of " 
penaltv. These are the main chaI)ges 
contemplated in the amendments and 
that is whv we have produced such 
a lot of am'endments. 

Mr. Deputy-Speaker: Are there 
any other amendments? 

Shri Morarka: We ~e not moving. 
I want to say a few words. 

Mr. Deputy-Speaker: You are not 
moving. 

Clause No. 44 and the amendments 
are before t.'te House. Shri Moraka. 
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Shri Morarka: I would like to seek 
one clarification from the hon. 
Finance Minister, and that is, what 
would happen to the annuity amount 
so far as wealth-tax is concerned. Are 
you going to include them in the total 
wealth of a person for the purpose or 
ssessm~nt of his wealth-tax at his 

annuity amount is not goinll' to be in-
cluded in the total wealth? It lS a 
very important thing because this 
amount or annuity is not a fixed 
amount. Whenever he gets he is 
liable to tax. Mter the amount IS 
deposited under the Annuity Scheme, 
It remains with the Government ror 
ten years. Then, during that time, 
it should not be taken al part of hi. 
wealth because you don't know how 
much amount of tax would be pay-
able on this particular amount. 
'rherefore it would be very difficult 
if you add this amount of annuity 
deposit 'at the time of deposit in his 
total wealth. 

There are one or two· other sugges-
tions regarding Annuity Scheme which 
I wish to make. The hon. Finance 
Minister has received many re r es~n

tations also Whatever the Rmount 
of annuity' deposits may be, if it is 
paid back in driblets, it is likely 
to be Spent away. It you return this 
amount after 7 years Or after 10 
years in one Iumpsum then this sav-
ing would have some meaning. The 
person would be able to invest it in 
some useful purposes. Otherwiie 
what will happen is this. A person 
is e ~sitin  Rs. 1,000 as annuity 
would get Rs. 100 every year. This 
will be frittered away. So, Sir, this 
scheme must be amended in such a 
way that this amOUnt becomes return-
abl .. in one lumps urn. You may re-
tum it either after 7 years or ·after 
10 years. whatever is reasonable. 

Then, Sir, whether you exempt an-
nuity amount from the tax or not, at 
least the amount of interest which you 
pavon annuitv must be tax-freE'. Un-
der the CD.S 'Scheme also the amount 
received by ';"'ay of interest was free 
of income-tax. We should provide 

37& ai LS-6. 

certain incentives because the rate of' 
Interest which you are giving is very 
very low. In the market nowadays 
it is easier to earn 9 Or 10 per cent, 
but here you give only 4 per cent. 
Though it is a compulsory scheme, 
yet, alI I say is that, upto a certain 
limit at least persons who are deposit_ 
ing uPto Rs. 2,000 or Rs. 3,000, should 
be able to get 6 per cent or 7 per 
cent. In the market they can easily 
get 9 or 10 per cent from cooperative 
societies and everywhere. Even 
Government charges 7 per cent or 8 
per cent. It would be very fair that 
at least small depositors who deposit 
Rs. 1,000 or Rs. 2,500 etc., should be 
given a higher rate of interest, even 
if you do not make the interest 
amount tax-free. That is another 
suggestion I would like to make. 

Then, this limit of Rs. 15,000, if it 
could be made Rs. 20,OGO, it would be 
better becaUSe Rs. 20,000 is a limit 
from where this maximum rate of in-
come-tax is charged. Also the limit 
where concessions about children etc., 
are withdrawn. That limit is accept-
ed by the Government in income-tax 
law for various purposes. So, even 
in this Annuity Deposit if you had 
accepted that limit of Rs. 20,000. that 
WOuld have been much better. These 
are a few suggestions which I would 
like to plaCe before the hon. Minister. 
I hope these suggestions ",'ould im-
prove the scheme still further. I 
request the hon. Minister to consider 
them. 

Shri M. R. Masani: I would like to 
say a few words on this clause. 

The amendments introduced by the 
hon. Finance Minister in some 
respects mitigate some of the hard-
ships and the oppressive nature of 
the scheme. particu1"ly, :.mcndment 
No. 68. which permits those who 
want to get out of thn clutches of 
the scheme to nav a ,cenal tax and 
then be left fr~e  t9 ~ rr:,. ""'. their 
own business wit ~l..It any harassment 
to which t erw:~: e they would be 



12121 FinanCe APRIL 21, 1964 Bill 12I22 

[S'hri M. R. Masani] 
subjected. I concede therefore that 
the amendments are of a positive 
nature. 

But, Sir, our objection to the 
Annuity Deposit Scheme as a whole, 
still remains. As I said, it is in 
the nature of deferred tax. As I 
said earlier, it is even more objection-
able than the compulsory deposit 
~ eme of last year because neither 
the deposit nor the interest under the 
C.D.S. Scheme were taxable while 
both deposit and interest are taxable 
under this scheme. It is in the nature 
of a hidden and delayed tax. There-
fore it is an unwarranted and unneces-
sary measure. harmful to the pro-
gress of the country, because, as Mr. 
Morarka pointed out, it diverts re-
sources from more productive to. less 
productive or unproductive channels 
and for all theSe reasons we are op-
posed to the whole chapter going into 
our laws. 

Dr. L. M. Singhvi: I associate my-
self with Mr. Masani in welcoming the 
changes sought to be introduced by 
the hon. Finance Minister in giving 
the option, but have a constitutional 
query to pose to the hon. Finance 
M!nillter !n respect of the propriety ... 

Shri T. T. Krisbnamaohari: Legality. 

Dr. L. M. Singhvi: ., validity and 
legality of the Annuity Deposits form-
ing a part of the Income-tax Act. 
Apart from the constitutional question 
which has been raised ('arlier in res-
pect of the Compulsory Deposit 
~ eme there is also the objection 
that howsoever you may concede the 
Annutty Deposit Scheme it cannot 
forma part of the Income-tax etc. It 
is not covered by any of the legislative 
entries as I have been able to analYSe 
them. It does. not form part of that. 
It does not fall within the ambit of 
the powers of Parliament under any 
other legislatiy." entries, and, what is 
mOl'". :: does not 'tall within the scope 
of the Act Into which it is sought to 
be Incorporated now'. It would be to 

that extent ultra vires of the Act it-
self becaUSe it is not in fulfilment of 
any of these stated objectives of the 
Income-tax Act that this Annuity De-
posit Scheme can be brought into exis-
tence. I hope, Sir, that the hon. Minis-
ter would be able to satisfy the House 
in respect of this constitutional query. 

Shri T. T. Krishnamachari: Sir. there 
is a convention in the House that the 
validity of the provisions are not de-
cided here. They are decided else-
where. I have convinced myself any-
way that it is unlikely to be question-
ed. In fact. it has to be part of the 
Income-tax scheme. As hon. Members 
would see, one of the amendments 
raises the 8COPe of the optional An-
nuity Scheme from 1:\ per cent to 25 
per cent in order to enable authors. 
actors and various other people to 
haYe' this benefit. They are people 
who have uncertain income. At the 
ume time they get yery big income 
in one year. They are the people who 
lind that they make a very large 
amount Of income and have to 2ive the 
bulk of it without any security for the 
future. 

The same thing in regard to people 
who get gratuity. At the present 
moment a person gets a gratuity and 
beyond a particular figure the amount 
is divided into ~ years etc. On the 
other hand if he makes a provlSlon 
for the future, if 50 per cent of what 
he gets as gratuity is made like that. 
he will, to that extent. be exempted. 
So the whole principle of allowing a 
person to put away something for the 
future is tied up with t i~ question of 
exemption from tax. Otherwise we 
will collect a big tax. And then the 
optional element is also there. If yOu 
pay a penal tax you can escape from 
altogether. Therefore it is an integ-
rated part of the tax structure. The 
idea of tax relief is this. Since 
the higher slabs of income have made 
a big benefit bv wav of reduction in 
taxation from 89! per cent to 79 per 
cent, excepting in se~ where the in-
come Is above a lakh of rupees where 
it goes up again. they should not be 
all.owed to spend the money now at 
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a time when the trends definitely in 
the money market are inflationary. 
We have to mop it up. That is the 
purpose. At the same time they get 
II rebate on Income-tax and therefore, 
virtually, if a person is getting an 
income of, say, Rs. 40,000 or so, to 
that extent on the annuity amount he 
gets a rebate on Income-tax, and he 
payS it only in 'labs. If there is a 
fall In income, he will benefit by it, 
naturally, because the rate of taxation 
on what he Is getting every year is 
bound to be Jess. 

So, while many purposes have been 
built into it, the fundamental purpose 
is, firstly, to prevent the money get-
ting into circulation and, secondly, to 
give an encouragement to those peOPle 
who have a casual income--very high 
Income in one year and nothing at all 
thereafter. It might be that a man 
might be an author and might get a 
royalty of Rs. 70.000 or Rs. 80,000 in 
one year, out of which we will take 
away more than half, and next year 
he may get nothing. In that case by 
his paying away Rs. 40,000, he might 
get Rs. 40,000 every year, which will 
be a matter of benefit to him. So these 
purposes are built in. 

On the question of validity I feel 
quite sure that it Is quite intra vires 
both of the Income-tax Act and also 
the Constitution. 

The other point that was raised was 
whether it would be included in 
Wealth Tax. Of course, the scheme I 
have in mind at the moment, and I 
have discussed it with the Reserve 
Bank, is that every year we should 
probably giVe them one sheet of paper 
In which the amount Is mentioned and 
in which also there are ten columna 
for the amounts that will be returned, 
which will inclUde interest, compound 
interest; !lnd it will be reduced to one_ 
tenth each year. So that, if it Is pre-
sented, the amount will be paid. It 
will be heritable. it can be transfer-
red, a person can assign it to some-
body else afterwards. It it is inherit-
ed by somebody it will go to the cof-

fers of the estate and will be subject 
to estate duty. So this is somethin, 
in his hand, and it is wealth. Whet-
her it is realisable or not is-a different 
rna tter. Therefore, I do not think, as 
I understand it, it can be excluded 
from the Wealth-tax Act. 

Shri Morarka: You could include 
only that portion which is in his handa 
after paying the tax. Why the whole 
of it? 

Shri T. T. Krishnamachari: That 
is the law. I am afraid the law will 
have to be changed. 

Shri Morarka: You are making the 
law here. 

Shri T. T. Krishnamachari: No, I 
cannot make a law for the Wealth 
Tax at the moment. In any event It 
is a matter to be discussed later on. 
And I do not think it is going to 
cause very serious hardship. The 
bulk of the persons who are going to 
take advantage of it may not pay any 
Wealth Tax at all; !lnd to the people 
who have to pay Wealth Tax I think 
it would be negligible. 

The other matter he mentioned Is 
higher rates of interest. It is not pos_ 
sible. Maybe We might think of rais-
ing it. But we have to think of equal 
rates for everybody, even for bigger 
incomes. 

The third factor he mentioned was 
the dHl'erence between Rs. 15,000 and 
Rs. 20,000. The annuity amount is 5 
per cent only, and in fact we chose 
Rs. 15,000 specially because once you 
choose Rs. 20.000 the marginal limits 
will have to ·be covered. Therefore, 
all the marginal limits are covered 
between Rs. 15,000 and RlI. 20,000. 
These have been thought of and ulti-
mately Rs. 15,000 has been fixed as a 
limit where a five per cent Immobili-
sation of income will not do Bny great 
harm. 

Of course, on the fundamental ques-
tion whether Government should do 
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any good or not, my hon. friend Mr. 
Masani and I differ. He holds i e ~ 

which are completely contrary to the 
principles which this Government toL 
JOWl. 

Shri M. R. Masani: Hear, hear. 

Shri T. T. Krishnamachari: Yes. I 
am glad that he feels a sense of satis-
faction, because, after all, the old Ben-
thamite rule is acknowledged, we 
must a Iso please people ..... . 

Shri M. R. Masani: That is being 
re-introduced in the middle of the 
Twentieth Century! 

Shri T. T. Krishnamachar1: .... and I 
am glad that I have pleased Mr. 
Masani: I hope at least that this one 
single act will be added up to the 
multitude ~ sins Of omission and 
commission on my part and I might 
be able to go nearer heaven, having 
pleased Mr. Masani on earth! 

Well, Sir, I think we hold this as a 
fundamental part. of t..',e scheme. While 
We want to help people with big ID-
comes to average their taxation, We 
want to immobilise the extra amount 
of money which We are giving by way 
of tax relief. It is nothing that has 
been taken away from them. We are 
really lowering the tax, sO that they 
might feel; ~we have not given it away 
to Government, the money is avail-
able for us. And therefore I think 
neither can we give up the scheme, 
nor can any variations be accepted in 
anv present form. If after working 
it for a year We feel that certain varia_ 
tions are ne es~ , naturallv we will 
come up to the HOUSe with an amend_ 
ment 

Dr. L. M. SiDghvi: Only one small 
clarification, Mr. Deputy-Speaker. It 
is in respect Of the proposed section 
280D at pages 23 and 26 of the Bill 
I would like the Finance Minister to 
tell us as to why even the refunded 
amounts of money would not be ex-
Cluded from the total income of the 

assessee-the income which is sought 
to be refunded. If you wil( kindly 
refer to the propnsed section 280D, it 
reads: 

, "Subject to the provisions of 
this Chapter and any scheme 
made thereunder, the Central 
Government shall repay to the de-
positor the annuity deposit made 
in any year in ten annual equated 
instalments of principal and inter-
est at such rate as may be notified 
by the Central Government in the 
Official Gazette." 

Why are these repayments not to be 
excluded from the total income of the 
assessee? 

Shri T. T. Krishnamachari: Because 
it happens to be an income of the 
assessee. 

Mr. Deputy-Speaker: I shall nOW 
put Government amendments Nos. 55 
to 68 to the vote of the House. 

The question is: 

(i) Page 24, line 31, omit "and" 
(55) 

(il) Page 24, afte-r line 37, insert 

'(iv) any compensation or other 
payment referred to in clause 

(ii) of scetion 28; and 

(v) any income chargeable under 
the head 'Capital Gains";' (56) 

(iii) Page 25, line 13, omit "and" 
~  

(iv) Page ~, after line 15, i1l$ert 
'(iv) any compensation or other 

payment referred to in clause 
(li) of section 28; and 

(v) any income chargeable under 
the head "Capital Gains";' 
(58). 

(v) Page 25, line 41 
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for "made" S'lLbstitute ''tramed''. 
(59) 

(vi) Page 26, line 1 

after "made" insert "or recover-
ed". (60). 

No. 61 (vii) Page 26, line 17, after 
"lIub-clause (b) (iii)" insert "or 
sub-clause (b) (iv) or sub-clause 
(b) (v)". 

No. 62 (viii) Page 26, after line 17, 
insert- .1 

"Exp!anation.-In this section 
and in sections 280F and 21lOH, 
the expression 'total income' 
means the total income comput-
ed without making any allow-
ance under section 280 0.". 

No.63 (ix) Page 29, line 21, after 
280M." insert "0)". 

(x) Page 29, for lines 29 to 31, 
I1£bstitute 

"by such depositor. 

(2) where any depositor has 
deposited any amount for any 
assessment year which is--

(a) in excess of the amount, or 

(b) less than the amount, 

required to be deposi,ted under 
the provisions of this Chapter 
for that year and in the case 
referred to in clause (b), an addi-
tional amount has been recover-
ed to make up the deficiency, 
then such excess amount or addi-
tional amount, as the case may 
be, may be adjusted or other-
wise dealt with in such manner 
as may be provided in a scheme 
framed under section 280W." (64) 

(xi) Page 29, for Hnes 33 to 38, 
substitute 

"clause (b) of section 183 for 
any assessment year, such ftrm 
shall not be li.ble to make an' 
annuity deposit for that assess-

ment year and annuity deposit 
made by it for that assessment 
year, if any, shall be adjusted 
or otherwise dealt with in such 
manner as may be provided in a 
scheme framed under section 
280W." (65). 

(xii) Page 31, line 40, for "fifteen", 
substitute "twenty-five". (66). 

(xiii) Page 32, for lines 19 to 2l1, 
substitute 

"(b) the manner in which, and 
intervals at which, annuities 
shall be paid; and the manner in 
which the excess or deficiency 0' 
annuj,ty deposit may be adju>"'.cd 
or otherwise dealt with;". (07). 

(xiv) Page 33, line 18, substitute 

"under that provision. 

280X. 0) Notwithstanding 
anything contained in this Chap-
ter, any depositor may, on or 
before the 30th day of June of 
the assessment year in which he 
first becomes Hable to make an 
annuity deposit, by notice in 
wri1ing to the Income-tax Officer, 
declare (such declaration being 
final for that assessment year 
and all assessment years there-
after) that the provisions of this 
Chapter shall not apply to him 
and if he does so, the provisions 
of this Chapter [other than sub-
section (2) 1 shall not apply to 
him for any assessment year in 
relation to which such option has 
effect: 

Provided that in relation to the 
assessment year commencing on 
the last day of April, 1964, this 
sub-section shall have effect as 
if for the words, figures ane! 
letters 'the 30th day of June', 
the words, figures and letters 'tb. 
30th day of September' , __ 
substituted: -

Provlidee! further that whe-ft 
any such depositor satisfies the 



12129 Finance APRIL 21, 1964 Bill 

[Mr. Deputy-Speaker] 
Income-tax Officer that he was 
prevented by sufficient cause 
from making such declaration 
withln the period allowed there-
for, the Income-tax Officer may, 
with the previous approval of the 
Inspecting Assistant Commis-
sioner, allow such depositor to 
make the declaration at any time 
after the expiry of the aforesaid 
period. 

(2) If a person has exercised 
the option under sub-section 0), 
then the amount of income-tax 
(but not super-tax) payable by 
him in respect of any asessment 
year in relation to which such 
option has effect shall be increas-
ed by a sum equal to fifty per 
cent of the amount by which the 
amount of annuity deposit which 
would have been otherwise requ-
ired to be made in respect of that 
assessment year exceeds the dif-
ference between the tax payable 
by him on hig 10tal income and 
the tax that would have been 
payable had his total income been 
reduced by the amount of annuity 
deposit: 

Provided that if such person Is 
more than seventy years of age 
on the last day of the previous 
year relevant to the assessment 
year, he shall not be liable to pay 
the additional income-tax under 
this sub-section.". (68). 

The motion was adopted. 

Mr. Deputy-Speaker: The question 
Is: 

''That clause '44, as amended, 
stand part of the Bin". 

The motion was adopted. 

Clause 44, ~ amended, Wa.! added 
to the BHI. 

Mr. Deputy-Speaker: Clause 45-ls 
amendment No. 158 being moved?-
No. 

The question is: 

"That clause ~ stand part ot 
the Bill". 

The motion Wa.! adopted. 

Clause 45 was added to the Bit!. 

Mr. Deputy-Speaker: Clauses 46-
48. There are no amendments. 

Shri M. R. Masani: I would like to 
oppose clause 47. 

Mr. Deputy-Speaker: The question 
is: 

"That clause 46 stand part of 
the Bill." 

The motion was adopted. 

Clause 46 was added to the BILl. 

Clause 47-(Amendment Of sectton 
295), 

Shri M. R. Masani: I would like to 
oppose this clause. It gives the 
Income-tax officer the power to allow 
or to disallow any expenditure of the 
business concerned. Now, Sir, thia 
is again a thoroughly improper and 
unjustifiable attitude. It came up 
before the Select Committee on the 
Income-tax (Amendment) Bill in 
1961. My hon. friend's predecessor 
did make an attempt to sneak th.i5 
clause in. But the good sense of the 
Select Committee, which of COUI'Ie 
was dominated by Members of his 
own Party, did not allow that attempt 
to succeed. Even they could see tha, 
it is the man who runs the business, 
who risks his own capital, who has 
the right to decide what axpendlture 
to undertake or not. To give this 
power to an Income-tax otftcer-who 
probably has not run a business in his 
life, and who probably would not 
make any profit if he ran one-for 
that man to sit on judgment on the 
businessman and say ''you should not 
have spent this amount, you should 
not have employed this man, you 
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should not have advertised, you 
should not have travelled, you s!lowd 
not have entertained" is a most ridi-
culous and chi'ldish kind of provision 
to put in. Only those people who do 
not understand what business is 
would be capable of this atrocity 
being perpetrated in our lllws. The 
trouble with this Government 
is that it does not understand and 
does not care to understand how i:0ods 
should be produced and the people 
of this country served. All their 
ideas are dogmas. This would open 
the door to the Income-tax officer to 
tell a man how to run his business. 
In other words, without investing his 
capital, without risking his job, with-
out risking his promotion, this little 
man says "this is how you have to 
run your business, and if yoU make a 
loss the way you run it is too bad, 
you face the loss". Suppose you take 
his advice and do not do something 
next year which he told you should 
not have been done the last year-
because yOU do not want to be taxed-
what happens? Your business goes 
phut. He is not there to face the 
loss. 

This would be power without res-
ponsibility, a principle of administra-
tion that is Jlad in any contexf. I am 
sorry that {his attempt that railed in 
1961 in the Select Committee, the hon. 
Minister now by the backdoor, with-
out proper discussion and scrutiny 
even by Members of his own party, 
which a reference to Select Commit-
tee would haVe given, is tryine: to 
push through this House which is not 
even aware of what is being pushed 
through. Therefore, considering all 
these things I think it is not in the 
interests of 'the country, it is bad for 
business and bad for the economy of 
this country. . 

Shri T. T. Krishnamachari: All that 
it does is to disallow it for the pur-
pose of computing income-tax. He 
can spend, only he will not get the 
benefit of tax reduction. 

Of course, it is all unconscionable. 
What should be done is: business 

should not pay any tax. I hope a 
time would come like that, I think I 
would like it myself. 

Shri M. R. Masani: I would not. 

Shri T. T. Krishnamacru.ri: Some-
how Government runs and Parliament 
runs, and expenses are paid, and 
everything is done without any taxes. 
My hon. friend always takes an ex-
treme view. Therefore, we will have 
to put up with that view, but at the 
same time say that we reject the plea 
which he has made. 

Mr. Deputy-Speaker: The question 
is: 

"That Clause 47 stand part oI 
the Bill." 

The motion Was adopted. 

Clause 47 was added to the Bill. 

Mr. Deputy-Speaker: The question 
is: 

'That Clause 4S stand part OI 
the Bill." 

The motion was adopted. 

Clause 4S was added to the Bill. 

Clause 49-(Amendment at Act 24 0/ 
19531 

Shri T. T. Krishnama<lhari: I beg 
to move: 

(i) Page 34, after line 26, in~e-rt-

.. (d) in section 50, the wordJI 
'One-half of' shall be omitted;" 
(69). 

,(jj,) As a result Of the insertion oj 
a new sub-clause, consequential 
amendments in regard to numberinl 
of sub-clauses may be made. (70). 

(iii) Page 34, for lines 31 to 360 
rubstitute-

"SO. Where a person makes aD 
application to the Controller fD 
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the prescr"bed form for any infor-
mation in respect of any assess-
ment made under 'this Act, the 
Controller may, i,f he is satisfied 
that it is in the public interest so 
to do, furnish or cause to be fur-
nished the information asked for 
in respect of that assessment 
only and his decision in this be-
half shall be final and shalI not 
be called in question in any 
court of law." (71). 

Dr. L. M. Singhvi: I beg to move': 

Page 35--

omit lill'es 12 to 83. (19). 
Shri .~ l Ram Gupta: I beg to 

move: 

(i) That to the amenilment propos-
ed by Shri T. T. Krishnamachari, 
printed as No. 71 in List No. 4 of 
amendment., the following proviso be 
added, namely:-

"Provided that the Controller 
shall ent.ertain applications only 
in such cases of assessments, 
where the value of the property 
assessed is over rupees five lakhs." 
(1S5). 

(ii) Pate 34,-

jor lines 31 to 36, substitute-

• "SO. Where a person makes an 
application to the Controller in 
the prescribed form and pays the 
prescribed fee for information 
relating to any assessment made 
under t i~ Act after first day of 
April, 1963, the Controller .nay 
if he is satisfied, that it is in the 
public interest to furnish or cause 
to be furnished the information 
asked for,'" (186). 

• (iii) Page 35-

'(iv) Page 34,-

after line 26, insert-

(cc) after section 50A, the fol-
lowing new section shall be in-
&erted,. namely:-

"50B. ReLief from estate dutll 
where capita! gains tax is payable 
on assets sold to pay estate 
duty.-Where any tax on capital 
gains becomes payable under the 
Income-tax Act, 1961, on the 
transfer of capital assets effected 
for the purpose of paying estate 
duty, the amount of the estate 
duty payable shalI be reduced by 
an amount which is equal to the 
amount of tax on capital gains or 
a proportionate part thereof in 
respect of assets transferred, 
wholly or partly, for the purpose 
of paying estate duty."; 

(ccc) for section 52 the foil owing 
sectipn shall be substituted, namely:-
52. 

52. Payment of duty i n spe-
cie.-Immovable properties, shares 
and securities shall be accepted 
in payment of estate duty, at the 
option of the person 'lrccountable, 
on the basis of the principal value 
of such assets as determined for 
the p\1rpOSe of levying the estate 
duty.";' (112) . 

*(v) Pages 34 and 35-

Omit lines 29 to 36 and 1 to 33 
respectively. (113). 

Shri M. R. Masani: 'l1he effect of 
this clause is to make it impossible 
for anyone to possess or continue to 
possess a large estate. That arises 
from the fact not only of the savage 
rates of estate duty, but of the fact 
that capital gains tax has to be paid 
by the estate when it passes from one 

Omit line, 12 to 33. (114). hand to another. 
----------~----------~----------

.With President's recommendation. 
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It a middle class man buys a house, 
and owing to the accretion in value 
of urban property, he dies at a time 
when the house has acquired a larjler 
value, then not only have this his 
heirs to pay estate duty, but they have 
to pay the capital gains tax on the 
increase in the value of the estate. 
The combined effect of the estate duty 
and the capital gains tax would be 
to wipe out altogether major proper-
ties or estates in this country; and 
not only that, but also not to leave a 
reasonable inheritance to middle class 
people whose properties . may have 
appreciated. 

The Fiil1ance Bill proposes to raise 
the rates of estate duty to as high as 
85 per cent on a slab exceeding Rs. 20 
lakhs and, as the Minister very 
frankly conceded a few minutes ago, 
that is a power to kill or destroy 
which he wants to be exempted from 
the laws of natural justice. 

Let us say a person with a large 
estate dies. By the time his heirs 
have to pay the estate duty and the 
capital gains tax on the rise in the 
value of the estate since the man 
bought it, they will find that they 
have not got the money to pay the 
estate duty or the capital gains tax. 
I have moved two amendments which 
1 shall now explain. 

The purpose of amendment No. 112 
is this. Supposing the heirs of a man 
have to pay estate duty, but they 
have not got the cash, they have to 
sell the immovable property. It they 
!lell it, they make a capital gain, and 
tax would be extorted on that again. 
So, what is suggested is that when 
property has to be sold under com-
pulsion, when a distress sale has to be 
made in order to pay estate duty, 
certainly the increase in the value ot 
tllat propertv should not itself be 
penalised and capital gains tax extort-
ed, because otherwise nothing would 
be left. Where you are forced to sell 
your property not because you want 
to make a profit or a gain, but to 
mpet the d .. mands of the tax-gatheN\" 

cenainly the gain that you make in 
that process should not be taxed & 
second time. That is the purpose ot 
this amendment. 

The other part of the amendment 
that I have moved would allow peo-
ple who have shares or immovable 
property or factories in their handa 
but no liquid cash, to give to the 
Government at a fair value the im-
movable property or the shares or 
their other assets in specie. This is 
allowed in England. In Brita:n, im-
movable property can be handed over 
to the Government in payment of 
estate duty, because that way you do 
not have a distress sale, yOU get a 
better value than you may be able to 
get in the market by being forced to 
put it on the markpt on c particular 
date. 

My amendment No. 113 seeks to 
delete the enhanced rates Of estate 
duty. If this amendment were ac-
cepted, the present rates of estate 
duty would continue, and the accept-
ance of this amendment would mean 
that the present rates are fair, as 
indeed they are, and should not be 
unduly enhanced as they are sought 
to be done. 

As I have said, the cumulative 
effect of the estate duty and the 
capital gains tax on estates would be 
the breaking up of institutions which 
have served this country, which have 
given this country goods and services. 
We are opposed to this kind of vindic-
tiveness, this kind of killing or des-
truction. As the han. Minister WBll 
good enough to admit, this is a power 
to destroy. He is welcome to destroy, 
his Government is welcome to bring 
this country down in ruins as it is 
doing year after year, but certainlY 
those who see this happening have a . 
right to raise their voice and warn 
the country against this destructive 
kimng that this murderous Govern-
ment is taking In hand. 

Dr. L. M. Singhvi: In all conscience, 
the rates envisaged in Part I, which 
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seeks to substitute the existing Part 
I in the Second Schedule, are expro-
priatory and vindictive. It rs quite 
clear that in some cases, these rates, 
taken together with the proposed 
capital gains tax, would be more than 
100 per cent. This is clearly uncon-
sCionable, and the Finance Minister 
should be prepared even at this late 
stage to reconsider the scheme of 
rates which he wishes to bring into 
operation. 

Shri Masani has rightly pointed out 
that there is need in our country to 
introduce a provision whereby dis-
tress sales are not forced on those 
who happen to inherit immovable 
property. These immovable proper-
ties have large value, but they have 
to be sold for a song or a small 
amount of money. There is no reason 
why the Government, which is seek-
ing every day to enhance and enlarge 
the ambit of taxation in such a 
manner as to cripple the one who in-
herits, should not be willing to take 
over those properties as payament of 
estate duty in kind, .and pay for them 
fair value to be determined according 
to known procedures. This is a pro-
vision which should be introduced by 
the Finance Minister in order to show 
at least a modicum of fair approach in 
the matter of taxation. Otherwise, a 
large number of properties which 
have been built up in this country 
during the past ages would pass out 
of the hands of the heirs for value 
Which is not fair value for them. I 
may mention here that even in UK 
the highest rate of estate duty is 
eighty per cent, and that too is impos-
ed on properties worth about Rs. 1.3 
crores whereas in OUr country -this 
rate is leviable on property valued at 
Rs. 20 lakhs and more. This is a rate 
which ought to be reduced in all good 
conscience. I hope the FInance Min-
ister, inspite of the objectives which 
he wishes to pursue very earnestly, 
would consider the fairness Of these 
rates. I would like that it should be 
provided that the expenses incurred 
on the payment of estate duty, on the 

obtaining of probate and various other' 
matters should be excluded from the 
assessment of the estate on which the 
duty is levied. I hope that these three 
matters would be reconsidered by the 
Finance Minister and he would answer 
these objections in as clear a manner 
as possible. Otherwise, we would 
show that while these amendments 
are sought to be paSsed by force of 
brute majority, the Finance Minister 
has not sought to convince the country 
nor has he taken into confidence the 
balanced economic opinion on these· 
matters. 

Shri Kashi Ram Gupta: Sir, I beg 
your perm1SS10n to move my amend-
ment No. 35. I forgot to move it at 
that time. 

Mr. Deputy-Speaker: I called the 
hon. Members to move their amend-
ments. He cannot do it now. I can-
not treat it as moved. He may speak 
on it. 

Shri Kashi Ram Gupta: Sir, I have 
two amendments. By the first one I 
request the hon. Finance Minister not 
to apply his amendment to those peo-
ple whose estates are valued at less 
than fiv lakhs because the taxmll 
not be very material, though it will 
be a source of harassment both to the 
administration and to the assessees. 
In that light I request the Finance 
Minister-although you treat that 
amendment as not moved-to raise the 
exemption limit from Rs. 50,000 to one 
lakh Of rupees and ccrrespondingly 
the rate alBo four percent for next 
50,000 eight per cent for next 50,000. 
I have nothing more to say and I 
hope the hon. Finance Minister will 
accede to my request. 

Shri Morarka: Sir, now that the 
rates are sO high, I would like to make 
three suggestions to the hon. Finance 
Minister. These suggestions are de-
signed to improve the estate duty 
measures and make the burden more 
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equitable and this measure more socia-
list. The first suggestion is that since 
this measure i. designed to reduce the 
property which should pass from 
generation to generation, I suggest that 
the rate of tax at the first stage 
should be lower than the rate charge-
able when the estate passes to the 
second generation and it should be 
still higher when it is passed On to the 
third generation. There must be this 
slab system provided according to the 
number of times the estate passes 
from generation to generation. 

Secondly, under the present scheme 
there is no regard at all about the 
number of persons who are going to 
Inherit the estate. If a person leaves 
only one son he has to pay the same 
rates as another person who leaves ten 
inheritors, on the same value of estate. 
To that extent it is not really a socia-
list measure because in the first case, 
even after paying tax one person 
would inharit a much larger a estate 
than in the second caSe where ten 
persons would inherit, only at the rate 
of IJI0th. Instead of raising the rates 
of estate duty so steeply, the Finance 
Minister could have considered sup-
plementing this tax with what is 
known as inheritance tax. Without 
raising the estate duty rates much, if 
he had brought in inheritance tax, the 
person who inherits the wealth would 
pay according to wealth inherited. 

The third point, which has already 
been made by Mr. Masani and 
Dr. Singhvi is about capital gains tax. 
When you go to sell property in the 
market to pay your estate duty, a pro-
perty worth Rs. 50 lakhs would need 
to pay estate duty to the extent of 
Rs. 40 lakhs, it is very doubtful whe-
ther on the Bs. 50 lakhs property you 
would realise more than Rs. 35 lakhs. 
Even if you did realise, it would cer-
tainly attract capital ga.iru! tax and the 
cumulative burden of estate duty 
plus capital gains could very well be 
more than 100 per cent of value of 
estate. I think there is great force 
In the arguments advanced by the 
two hon. Members. The Government 
must take note of this fact that at 

least the estate which is sold or 
Uquidated for the purpose of paying 
estate duty does not attract capita] 
gains tax. For that purpose, my posi-
tive suggestion is to substitute the 
value of assets reckoned for estate 
duty purposes as the cost price and 
the excess only to be taken for de-
termining the capital gains. That is, 
whatever value you fix for a particu-
lar property for the purpose of estate 
duty that value you must take as the 
cost of that property. If by selling 
property realise anything in excess of 
It, then only you charge capital gains; 
if you realise only that much, do not 
charge any capital gains. I hope, 
Sir, that theSe three points which I 
have raised would merit consideration 
of the hon. Finance Minister as I am 
sure they would improve the estate 
duty measure to a substantial extent 
and it wouLd achieve the purpose and 
objective which the Government has 
In view. 

Shri Hlmatslngka: Mr. Deputy-
Speaker, I support the suggestions 
made by my hon. friend Mr. Morarka. 
I have tabled three amendments for 
reducing the rate on the first . . . . 

Mr. Deputy-Speaker: do not 
treat 187, 188 and 189 as moved. What 
applies to Mr. Kashi Ram Gupta 
applies to you also. You may speak 
on them. 

Shri Himatsingka: I have sl.'ggested 
that the Finance Minister should con-
sIder the case of middle-class people 
because they are the backbone of so-
ciety and they are the backbone of the 
Congress also. As a matter of fact the-
middle-class people are the worst af-
fected people at the present moment. 
Therefore, the higher rats should be 
applicable On a little higher stages than 
been proposed here. If the higher 
rate is attracted at Rs. 2 lakhs or Rs. 3 
lakhs, what happens is that a person 
having some property In Calcutta or 
Bombay or any other bill city worth 
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Rs. 3 lakhs, let us say, has got not 
much of an income. Therefore, he 
will have to sell, rather his heirs will 
have to sell the property to be in a 
position to pay the amount for which 
"they are liable. Therefore, the steep 
rates should be levied, not at the lower 
stage but let them be applied after 
five lakhs or a little higher. 1'1' this 
<:annot be taken up now, it may be 
'kept in view and the rates may be 
amended later on. 

15.00 hrs. 

Shri V. B. Gandhi: Sir, until now, 
the rate of 40 per cent of estate duty 
was leviable over estates worth Rs. 50 
lakhs and over. Now, under the 
budget proposals, the rate of 40 per 
cent becomes leviable On an estate of 
'over Rs. 10 lakhs, and a rate of 85 
per cent becomes applicable to estates 
of over Rs. 20 lakhs. Since the estate 
-duty came before this House about 10 
years ago, 1 have been a consistent 
supporter of the principle of estate 
'duty and am stin a convinced sup-
porter of the principle of estate duty. 
Not only that: I have been a suppor-
ter of other similar measures of taxa-
tion like the wealth-tax, gift-tax, ex-
penditure-tax and so on. All these 
measures are very necessary if social 
justice has to be brought to the 
people of this country. It is an accept-
ed principle all over the world now 
that the power of inherited wealth 
has to be diminished and steps have to 
be taken in that direction that is the 
trend allover the world. 1 would 
begin by saying that this proposed 
rate of 85 per cent of the estate duty 
as proposed in the budget proposals 
is too steep and is being attempted too 
fast. What is the measure of success 
of a taxation policy? Certainly, we 
would like to see that the rates of 
taxation are kept pretty steep and 
pretty high, but also there is another 
test, and that is, whether the revenue 
that is received from these taxation 
measures is sUbstantial. That is an 
1roportant ten too. 

Sometimes we are told that similar 
estate duty taxation measures are 
prevalent in other countries. at 
course, we know that is so, but it ia 
not fair to compare these estate duty 
taxation systems prevailing in other 
countries. We know that in the 
United Kingdom, for instance, the 
estate duty rates are as high as 80 
per cent., and also in the United 
States, it may be somewhere about 
the same. Yet, it is not fair to com-
pare these things, for, certainly there 
are certain inherent differences bet-
ween the two systems. For instance, 
We know that there is no capital gains 
tax in the United Kingdom. We also 
know that the capital gains tax that 
exists in the United States is of a 
different pattern, almost something 
that goes down as the investments are 
held longer. We should, therefore, 
learn from these countries but not 
compare ourselves with those coun-
tries. They are rich countries, but, 
at the same time, they have a longer 
experience, and there is something 
that we can learn from them out of 
their experience. They have a greater 
understanding of human nature, and 
in devising measures of taxation, it is 
of great importanCe that we not only 
think in terms of taxation but also in 
terms of some understanding of human 
nature that is involved in the pay-
ment of taxes on the part of the tax-
payers. 

Mr. Deputy-Speaker: The hon. 
Member has to be brief. 

Shri V B Gandhi: 1 will try to be 
as brief 'as '1 can. We all know that 
at the rate of 85 per cent of estate 
duty, it, is inescapable that estates 
will be offered for sale; and also, un-
der our present system, those estates 
will attract the capital gains tax. We 
are, of course, glad to see that the 
F'inance Minister has allowed the de-
duction of probate dUty in full which 
was not the case formerly. 

I am now coming directly to my 
point. At very high rates of taxation 
like this--of 85 per cent-thoughtl of 
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evasion begin to come in the minds of 
the tax-payers. It is only human and 
naturaL We should not ignore this 
psychological aspect of the taxation 
measures. There is a growing volume 
of opinion in this country that our 
efforts in the control of gold have 
proved a wasted effort and I can quite 
imagine-knowing human nature as 
we. do-that people would try to save 
theIr 85 per cent and take the risk of 
investing of course that part of the 
estate duty which can be concealt'd; 
they will try to put it into gold, and 
that will give a further fillip to smug-
gling which we are trying to controL 
That again, we know, will be a loss to 
our investment potential in the coun-
try. But the people, when they get in-
to a certain psychological mood, will 
not mind losing their interest for a 
number of years to save 85 per cent. 
People who have given thought to thlis 
question like Prof. KaIdor and others, 
have thought differently from the 
Finance Minister, and they have ad-
vised moderation and not going to 
extremes. I would also ilke to 
say a few words about the gift-
tax, but I do not think I have the time 
With these ff'!W words, I move my 
amendment. 

Shri T. T. Krishnamachari: The dis-
cussion has thrown up certain poIints 
though not very vitaL One point has 
been raised and that is, in regard to 
estate duty, whtther there will be dis-
tress sale, whether Governmnt will 
take over properties in lieu of sale. 
There might be something in that 
point of view, because it will become 
a department of Government estates 
which will have to be started. It 
might be better to alilow the property 
to go for lower amounts in the hands 
of somebody else. As hon. Members 
know, it is a long-drawn-out affair. 
Even in the case of estates they know 
What happens before they submit the 
final returns. Government have par-
ticularly to think seriously of this 
problem, whether they should have a 
department of estates, where they 
could take shares and other things in 
kind. It may be particularly a prob-
lem in regar dto private limited com-
panies. As I said, shares will have to be 

taken; the matter will have to be exa-
mined; if necessary, to ann the Gov-
ernment with powers for this purpose. 
I think the matter will be considered' 
and the House will be informed of it. 

In regard to capital gains tax, there 
is an amendment which was moved by 
Shri MaSaJ1J:. Normally, if the capital 
gains tax accrues, to that extent, I 
suppose-it has be one wav or the 
other-the estate wilJ have to pay. 
But it has been mentioned to me and 
it has been mentioned outside also 
by people who dO not like the estate 
duty, very naturally-many of them 
do not-that the estate would be com-
pletely extinguished, because you have' 
probate duty, you have cost, you !have 
capital gains and that would be more 
than 100 per cent. I am quite pre-
pared to consider later on-as I said, 
this is not a matter which is in~ 
to arise immediately; it will go on for 
2 more years. 

Shri M. R. Masani: But what will 
happen in the meanwhile? 

Shri T. T. Krishnamaehari: Noth-
ing will happen in the meanwhile. I 
am Quite prepared to consider it in· 
the case of the last slab, where Gov-
ernment says that all the taxes that 
are payable shall not exceed 85 per 
cent. There is ample time. The mat-
ter has got to be examined. Cases 
may arise before you take a decision. 
As I said, the people have got nearly 
two years' time before it is finalised. 
It is not finalised tomorrow or day 
after. Apparently the hon. Member 
is not familiar with the working of 
the law. Nobody has yet bequeathed 
any estate to him. (Interruption). 
Of course, we know nothing about our 
own estates or lack of estates, because 
at the time when We have to pay duty, 
we would not be here. The working 
of it, I am prepared to examine. 
Since 85 per cent has been put as the 
limit, I am quite prepared to consider 
if such conundrums ever occur-they 
are conundrums; a lawyer is able to 
sort of devise a conundrum; if sup-
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:posing something happens, what will 
you do? Law cannot be made for the 
purpose of solving conundrums. But 
when the conundrum becomes a rea-
lity, it may be possible to say that the 
·over all taxes that will be collected in-
·eluding capital gains and the like will 
not exceed 85 per cent. Hon. Members 
'Will appreciate that I have given full 
benefit of the probate duty in the 
estates. About the sma.ll peoplle 
about whom many people are con-
cerned, they will not have to pay pro-
bate duty. 

I" think we should leave it at that 
for the time being and see the working 
of it. If any changes are necessary 
either for the purpose of Government 
-takling over part of the estate as pro-
'perty or for the purpose of preventing 
any diminution beyond 85 per cent., I 
am prepared to agree only to that; not 
to the intermediate stage. If the 
total, including capital gains and all 
that, is going beyond 85 per cent., 
Government will look into the matter 
and see what it could do. That will 
go to the deduction of estate duty 
that is collected if other duties are 
llaid. As I said, that is only a conun-
drum. If anything arises, the law 
might be changed. Otherwise, I am 
not in a position to accept any amend-
·ment. 

Shri Himatsingka: What about 
amendment No. 186 in place of 71, be-
cause in amendment No. 71 nO date 
has been fixed? In amendment No. 52 
it has been mentioned that capies after 
·the assessment of 1960 can be taken. 
But here no date is fixed and SO I have 
suggested a certain date. Otherwise, 
it is the same language. 

Shri T. T. Krishnamachari: It is 
mostly in regard to disclosures; it is 
not maternal. 

Mr. Deputy-Speaker: The question 
lis: 

Page 34, after line 26, insert-
"(d) in section 50, the words 

'one-haH of' shall be omitted;" 
(69). 

The motion was adopted 

Mr. Deputy-Speaker: The question 
is: 

As a result of the insertion of a 
new sub-clause, consequential 
amendrments in regard to number-
ing of sub-clause may be made. 
(70). 

The motion was adopted 

Mr. Deputy-Speaker: The question 
is: 

Page 34, for lines 31 to 3.0, substi-
tute-

"80. Where a person makes an 
application to the Controller in 
the prescribed from for any infor-
mation in respect of any assess-
ment made under this Act, the 
Controller may, if he is satisfied 
that it is in the public interest 
so to do, furnish or cause to be 
furnished the information asked 
for in respect of that assessment 
only and his decision in this be-
half shall be final and shall not 
be called into question in any 
court of law."(7l). 

The motion was adopted. 
Mr. Deputy-Speaker: I shalI now 

put amendment No. 19 of Dr. L. M. 
Singhvi. 

The amendment was put and nega-
tived. 

Mr. Deputy-Speaker: I shall now 
put amendments Nos. 112, 113 and 114 
of Mr. Masani to the House. 

The amendment was put and nega-
tived. 

Mr. Deputy-Speaker: What about 
amendment Nos. 185 and 186? 

Shri Himatsingka: I do not press. 

Mr. Deputy"Speaker: Has he the 
leave of the House to withdraw the 
amendments? 

Hon. Members: Yes. 
The amendments were, by lenre, 

withdrawn. 

Shri Kashi Ram Gupta: My amend-
ment may also be put. 
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Mr. Deputy-Speaker: Amendment 
'No. 185 has already been disposed of. 

The ques1lion is: 

''That clause 49, as amended, 
stand part of the Bill." 

The motion was adopted 

Claase SO.-(Amendment of Act 27 
.::>f 1957). 

Mr. Deputy-Speaker: There is a 
'Government amendment No. 72. The 
·hon. Minister may move it. 

Mr. T. T. Krishnamachari: I beg to 
=ove: 

Page 36, fOT lines 21 to 27, substi-
tute--

"42B. Where a person makes 
an application to the Commis-
sioner in the prescribed from for 
anv information relating to any 
as;essee in respect of any assess-
ment made under this Act, the 
Commissioner may, if he is satis-
fied that it is in the public niterest 
so to do, furnish or cause to be fur-
nished the information asked for 
in respect of that assessment only 
and his decision in this behalf 
shall be final and shall not be cal-
led in question in any court of 
law."(72). 

Shrl M. R. Masanl: I beg to move: 

Page 36, line 35,-

fOT "one lakh" substitute "two 
lakhs". (116). 

Shri Kashi Ram Gupta: 
-move: 

beg to 

That to the amendment proposed by 
'Shri T. T. Krishnamachari, printed as 
No. 72 in List No. 4 of amendments, 

. the following proviso be added, 
mamely:-

"Provided that the Commis-
sioner shall not entertain any s ~  
application. in regard to any 
assessee, unless the total wealth 
assessed in that assessment year is 

'over rupees two lakhs". 

Shri Himatsingka: beg to move: 

Page 36,-

fOT lines 21 to 27, substitutl!-

'42B. Where a person makes an 
application to the Commission 
in the prescribed form and pays 
the prescribed fee for information 
relating to any assessment made 
under this Act after first day of 
April, 1963, the Commissioner 
may, if he is satisfied that it is 
in the public interest to furnish 
the information, furnish or cause 
to be furnished the information 
asked for.";' (191). 

Shri Himatsmgka: I beg to move: 

Page 36, line 35,-

JOT ~~' ne lakh" substitute "two 
lakhs". (192). 

Mr. Deputy.Speaker: So amend-
ments Nos. 163 and 153 are not moved. 
These amendments and the clause are 
open for discussion. 

Shri M R. Masani: The point of 
my amendment is very simple. It 
tries to prevent the floor of the appli-
cation of the wealth-tax being lower-
ed from Rs. 2 lakhs to Rs. 1 lak1h. All 
these years, the wealth-tax has appli-
ed to people who have wealth aggre-
gating Rs. 2 lakhs or more. This time 
the attempt is to bring it down to 
R.!. 1 lakh. A lakh may sound a lot, 
but a lakh is today worth Rs. 20,600 
of the rupee of 193[)-40 at the begin-
ning of the World War. If at that 
time somebody had iuggested that a 
man with Rs. 20,600 was to be consi-
dered a wealthy man, who should be 
taxed out of existence, people would 
have laughed and said, those days will 
never come. But these days have 
come when a man with Rs. 20,000 is 
considered to be a wealthy man who 
has to be taxed. Therefore, I oppose 
th:is very unfortunate attempt to 
mulet middle-class people, because 
that is what they are. As I said, 
Rs. 1 lakih is a very deceptive term 
and we are really taxing people with 
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Rs. 20,000 of purchasing power in this 
country. 

Shri Kashi Ram Gupta: My amend-
ment is a very simple one. It is to 
give relief to those people who posse',. 
wealth less than Rs. 2 lakhs. The 
question. is that any applicant should 
give information so that the Govern-
ment may have material to benefit 
from it. So far as wealth-tax is con-
cerned, when a person is asses-
sed for income-tax and for other 
purposes, then, of course, the 
lacuna there will be in a very smail 
way. So, the question of evasion be-
low Rs. 2 lakhs does not come in any 
way. The purpose of this clause is to 
take Qut concealed income. So, that 
purpose will not be served. So, I re-
quest the Finance Minister to exempt 
those people from this clause, whose 
wealth is below Rs. 2 lakhs. 

Shri Himatsingka: My amendment 
No. 191 is on the same basis. At least 
Government should be consistent so 
far as the provisions regarding the 
different Acts are concerned. In one 
Act you say the copies will be sup-
plied after a particular date. In the 
other Acts, yOU do not mention any-
thing. In my amendment, I have sug-
gested that copies will be suppl;ed 
after a particular date of assessment. 
Therefore, there is no reason why my 
amendment No. 191 should not tc 
accepted, because that makes the po,i-
tion clear. It says copies after a par-
ticular date will be given and not he-
fore, as suggested by the Government 
itself in amendment No. 52. 

I have also suggested that the 
wealth-tax should be applicable to 
Rs. 2 lakhs and not below Rs. 2 
lakhs. 

Slor! Rallga: I do not know whe-
ther the land-holdings of peasants and 
others would also come within the 
mischief of this provision. If that is 
so, I would like my han. friend to 
consider the land values in his own 
district of Tanjore ..... . 

Shri T T Krishnamachari: Agri-
cultural ian.! vvill not come under this. 
provisiOn. 

Sir, I think Mr. Masani did n',t 
quite see the amendments to the 
Wealth-tax Act carefully. A house, 
which is not of a value of more thaT. 
Rs. 1 lakh, has been exempted. If· 
that is added, it comes to Rs. 2 lakhs. 
Secondly, the slab has not been, 
brought down. Originally it started 
with ! per cent. The subsequent 
amendment made it 1 per cent. We 
brought it down in the fI.rst slab again 
to i per cent. So, the class of people 
whom Mr. Masani wants to benefit 
will pay much less and certainly their 
over- al1 tax would not increase. A 
man who has Rs. 1 lakh cash will have 
a house worth Rs. 60,000 or Rs. 70,000 
or Rs 1 lakh. He is probably right 
when 'he says that Rs. 20,000 is a lakh 
of rupees now. I think I had several 
twenty-thousands in 1939 but I do· 
not have a lakh of rupees now. It he 
could tell me how twenty-thousand' 
or several twenty-thousands in 1939 
could be made into several lakhs. 
now, 1 would like to know the trick. 
I do not know it. Therefore it is a 
different matter altogether. The 
Wealth tax has been introduced. My 
Own feeling is that it is a matter in 
which I have given a concession. For 
One thing, we leave the house. The 
valuation of a house sometimes i,. 
against the person. The whole thing 
has to be gone into. Sometimes it 
may vary this way or that way. 
Therefore, We leave the house from an 
annual rental value worth a lakh of 
rupees. The position has not be~n 
radically changed, but it has been· 
changed for the better, so that thc 
lowest slab has now become half ppr 
cent. To that extent, I think, I have 
helped the lower middle class people 
who because of the accretion of value 
of the property, may jump into the 
wealth tax slab. 

Shri Kashi Ram Gupta: What a0cut 
my amendment? 

Shri T. T Krisbnamacharl: 1 dc, 
not think it "needs any m~n ment ?t 
all. 
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Mr. Deputy-Speaker: The question 
is: 

Page 36, for lines 21 to 27, ftbn£. 
tute-

"42B. Where a person makes 
an application to the Commis-
sioner in the prescribed form for 
any information relating to any 
aSEeSsee in respect of any assess-
ment made under this Act, the 
Commissioner may, if he is satis-
fied that it is in the public inte. 
rest so to do, furnish or cause to 
be furnished the information ask-
ed for in respect of that assess-
men t only and his decision in 
this behalf shall be final and shalt 
not be called into question in any 
court of law.".(72). 

The motion was adopted. 

Mr. Deputy-Speaker: The question 
is: 

Page 36, line 35-

for "one lakh" substitute "two 
lakhs". (116). 

The motion was ne iI~i"e . 

Shri Kashi Ram Gupta: I am wi~
drawing my amendment No. 190. 

The nmendment was, b1l leave, 
withdrawn. 

Mr. Deputy-Speaker: What about 
the amendments of Shri Himatsingka' 
He is not here. I shall put them to 
vote. 

(j) Page 36,-

jor lines 21 to 27, substitute-
"42B. Where a person makes 

an application to the Commissioner 
in the prescribed form and pays 
the prescribed fee for information 
relating to any assessment made 
under this Act after first day of 
April 1963, the Commissioner may, 
if he is satisfied that it is in the 
public interest to furnish the in· 
form ation, furnish or cause to be 
furnished the information asked 

for.";',. 
378 (Ai) LSD-7. 

(ii) Page 36, line 35,-

for "one lakh" substitute "two 
lakhs". 

The motion was negatived. 

Mr. Deputy-Speaker: The question 
is: 

''That clause 50, as amended, 
stand part of the Bill." 

The motion was adopted. 

Clause 50, as amended, was added to' 
the Bill. 

Claue 51- (Amendment of Act 29 of 
1957) 

Mr. Deputy-Speaker: There are 
.ome amendments to clause 51. 

Shri T. T. KrisImamachari: Sir, I 
beg to move: 

(i) Page 37, after line 8, insert-

"(i) in section 3, in sub-section 
(1), the proviso and the Explana-
tion shall be omitted;" (73) 

(ii) As a result of the above amend-
ment, sub-clauses (i) to (vi) may be 
re-numbered as (ii) to (vii) respec-
tively. (74). 

(iii) Page 37, line 32, omit 

"sub-clause (ii) of clause (a), 
and". (75) 

(iv) Page 38, for lines 36 to 42, 
substitute 

"3aB. Where a person makes 
an application to the Commis-
sioner in the prescribed form for 
any information relating to any 
assessee in respect of any assess-
ment made under this Act, the 
Commissioner may, if he is satis-
fied that it is in the public interest 
so to do, furnish or cause to be 
furnished the information asked 
for in respect of that assessment 
only and his decision in this 
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behalf shall be final and shall not 
be called in question in any court 
of law." (76) 

8hri M. R. Masani: Sir, I beg to 
~ II: 

Pages 37 to 39,-

omit lines 9 to 38, 1 to 42 and 
1 and 2 respectively. (117). 

Dr. L. M. 8inKhvi: Sir, I beg to 
,move: 

Pages 37 and 38,-

omit lines 9 to 38 and I to 19 
respectively. (20). 

8hrl Morarka: Sir, I beg to move: 

(i) Page 37,-

omit lines 14 to 28. (164). 

(il) Page 37, line 32,-

omit "and clause (e)". (16!!). 

(ill) Page 38,-

for line 12, substitute-

"(3) clause (h) shall be omit-
ted;" (166) 

·(iv) Page 39,-

omit lines 16 to 20. '(168). 

Mr. Deputy-Speaker: All these 
mnendments and the clause are now 
before the House. 

Shri M. R. Masani: Sir, as is known, 
this Expenditure Tax brought very 
little income for the government or 
the country. It is a source of harass-
ment and there is no reason to revive 
this dead tax which was well laid to 
rest. Secondly, the number of exemp-
tions given under the old Expenditure 
Tax Act are sought to be wittled 
down. In that sense, the expenditure 
tax that is now to come into force will 
be much worse than what it was some 

·With President's recommendation. 

two years back when it was acrapped. 
U my amendment is accepted, all the 
exemptions granted under the old 
Expenditure Tax Act would apply 
along with the new schedule of rates 
which the Finance Minister has intro-
duced in his present Bill. 

Dr. L. M. SiDghvi: Sir, my amend-
ment seeks to omit lines 9 to 38 and 
1 to 39 in pages 37 and 38 respec-
tively. My main purpose in moving 
this amendment is to draw the atten-
tion of the hon. Finance Minister to 
the fact that certain exemptions which 
were permissible earlier are now 
.ought to be removed. These exemp-
tions related to expenditure over 
entertainment, allowance over educa-
tion, over the maintenance of depen-
dent pannts and for medical treat-
ment. At least exemptions in respect 
of education and maintenance of old 
parents should not be counted u 
expenditure and shOUld continue to be 
exempted as under the old law . 

My purpose also, Sir, is to draw the 
attention of the han. Finance Minister 
to clause 51(1) sub-clause (ii) which 
provides that expenditure tax will be 
payable at the rate of 4 per cent of 
the moneys or the value of the pro-
pertl comprised in such gift or dona-
tion or settlement which is exempted 
under the Gift Tax Act. This com-
pletely negatives and nullifies the 
exemption of gift even under Rs. 5,000. 
I hope that the hon. Minister will 
accept that these amendments are 
motivated for making the gift exemp-
tion under the' Gift Tax Act more 
meaningful and for at least claiming 
the position for certain exemptions 
which were allowable under' the old 
Act. Even if he is not prepared to 
concede that expenditure tax has been 
introduced or re-introduced in great 
haste, at least he should be prepared 
to accept these amendments. 

8hri Morarka: Mr. Deputy-Speaker, 
Sir, my amendment No. 164 seeks to 
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delete the proviso which hon. Finance 
Minister has introduced. The purport 
of the proviso is that whereas under 
\he, Gift Tax Act gifts up to Rs. 5,000 
are exempted, that exemptinn is 
.ought to be taxed under the expendi-
ture tax. If you exempt a gift from 
\he Gift Tax Act and if you tax the 
lIame gift under the Expenditure Tax 
Act, what is the exemption that you 
are giving? Why not straightaway 
say that no gift is exempted. When 
the Finance Minister introduced the 
Expenditure Tax Act in the first 
1nstance, he enunciated two objec-
tives. One was to check the ostenta-
tious expenditure and the other was-
It is a part of the general pattern of 
taxation-to make the tax collectlon 
more effective. This measure was 
carefully considered by the Select 
Committee and the Select Committee 
in its wisdom enunciated certain prin-
ciples, allowed certain exemptions and 
certain reductions and all those provi-
sions were made. Now, the Finance 
Minister in his wisdom seeks to re-
move some of those exemptions. 

15.%8 1mI. 

[DR. SAROJINI MAmsm in the Chair] 

Madam, I submit that the test which 
you must apply is whether the 
expenditure which is incurred by an 
assessee is an optional expenditure or 
whether it is an expenditure which he 
ill obliged to incur in any case. Take, 
for example, the expenditure incurred 
on treatment of family members or 
on the treatment of the assessee him-
.elf. Is it an optional expenditure? 
Similarly, there is the expenditure 
incurred on education of children. In 
these days, in this welfare State, can 
you conceive that the expenditure on 
one's children is an optional thing? 
When there is a demand for more 
hospitals, mOre schools even at the 
cost of the State and the State is 
anxious to provide them, how can yOU 
sav that it is an optional expenditure? 
Why do yOU tax a person who is in 
a position to give these things to his 
children and to the members of his 

family? Similarly, there is \he 
expenditure on maintenance of old 
parents. Is that something ostenta-
tious? Is that something which one 
should not do? Is it something which 
you want to prevent? The other day 
when the hon. Minister was replying 
to the debate he said that he has 
reduced the rate. That is quite true. 
He has reduced the expenditure tax 
rates. But lnlving reduced the rates, 
why tax these things at all. He must 
stick to his original principles, namely 
that whatever expenditure is ostenta-
tious must be taxed. But whatever is 
reasonable, whatever is compulsory 
and whatever a person is obUged to 
incur must not come within the pur-
view of this measure. 

Another point is, since this tax has 
been brought anew, the application of 
this tax must be from 1st April 1964 
and not retrospectively. Here again, 
I know, the !hon. Minister will say 
\hat he has reduced the rates and he 
is taxing at a lower rate. So far sO 
good. He, has been very kind to that 
extent. But even the lower rate is 
not justified with retrospective effect, 
because in the past people incurred 
the expenditure knowing that there 
was no expenditure tax and that there 
was no law in force. Why do you 
want to punish those people who acted 
within the four corners of the law 
as it existed then under which they 
were not required to pay any tax? 
Why should you make this tax mea-
sure with retrospective effect and 
make them pay tax on past expendi-
tures. 

I feel, Sir, that in all fairness the 
Finance Minister should accept these 
fev,; suggestions, not to make this tax 
with retrospective effect and not to 
bring within the purview of this 
Expenditure Tax Act those expendi-
tures which are in the nature of obli-
gations cast on the assessee. 

Shri U. M. Trivedi: This Expendi-
ture Tax was dropped from the 
statute book last time and I do not 
know why it has been introduced 
again. 
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8hri M. R. Masani: The ghost has 
been revived. 

8hri U. M. Trivedi: No statistics 
have been furnished to us so as to 
~ est that it has become necessary 
to levy this tax. No explanation has 
eome forward for the levy of this 
expenditure tax. 

Apart from this, it appears very 
reasonable that when expenditure tax 
is to be levi&d certain exemptions 
which were being granted under the 
Expenditure Tax Act earlier, for 
example, for the education of children 
and for the maintenance of parents, 
should be granted. They are quite 
reasonable expenses which a man il 
bound to incur. If you want to burden 
him with taxation and punish him for 
maintaining his children or his 
parents, I think, this will be too hard 
tor anybody. This exemption, as sug-
I:ested by Dr. Singhvi, is in my 
opinion a very reasonable exemption 
and it <;mght to be granted under these 
circumstances. 

Taxation should not be imposed for 
the sake of imposing taxation or for 
finding out ways and means of getting 
more and more money, but it should 
be imp:lsed only for some reason that 
is behind it. This expenditure tax has 
deprived the people all over India of 
various charitable acts which used to 
be done by those who for some reason 
or another used to get money some-
how and wanted to spend. It has stood 
in the way of that expenditure being 
incurred. If statistics are gathered, 
you will find that formerly dharam-
shalas, private charitable hospitals, 
sadavrats and other charitable endow-
ments were being maintained for help-
ing the poor in the society. They are 
all now completely cut off. Not a 
single new dharamshala is being built 
Or donated. No contribution is being 
made for tho upkeep of hospitals for 
the poor. All this is because people 
are afraid that once thev make these 
and spend money for these, they will 
be taxed and thev will have to render 
pccounts for their own monev which 
they have spent. So, instead of spend-

ing that money on things which were 
helpful to society, these people now 10 
and spend that money on things which 
are unsocial and are of no importance 
or use to society at large. Therefore I 
say that only one aspect of the picture 
of taxation should not be kept in view, 
but a complete, overall picture must 
always be kept in view by the Finance 
Minister when levying such taxes. It 
is not enough that these Communistie 
ideas must apply in such a manner SO 

as to tax and tax and tax and kill the 
people who are there and ruin them 
completely. That should not be the 
idea behind it. The idea must be that 
you tax them in such a manner that 
people are still left to enj Oy it in a 
way they have been able to enjoy so 
far. Apart from that, society must 
not be deprived of thOSe benefits which 
accrued to it from these people who 
were !holding wealth. Society was in 
a way being served by these people. 
Therefore I think that this is not a 
measure which is commendable to me. 

Shri Bade (Khargone): I want to ask 
only one questiOn of the hon. Finance 
Minister. His predecessor had taken 
away this expenditure tax last year. 
Then, why has he imposed this tax 
again this year only for a paltry 
amount of Rs. 6 lakhs? Has the Govern-
ment changed the policy simply be-
cause the hon. Minister has come 
again? What is the special reason 
for this? ,In his speech he has not 
given any special reason. I have read 
all his speeches. His predecessor, Shri 
Morarji Desai, had said that it was not 
a very paying tax. Therefore he with-
drew the tax. Now what is the special 
reason for imposing this tax? That is 
the question which comes to the minds 
of all Members of Parliament. 

Shri Himatsingka: I feel, this pro-
viso to clause 51, sub-clause (2) should 
not be there. It is nDt proper to tax 
under the Expediture Tax Act the gift 
and donation or settlement, which 
were exempted, which are for public 
purposes. That will help in drying up 
these sources of help to a number of 
charitable and useful institutions. I 
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would not object to some of the other 
exemptions having been taken away 
though there does not appear to be 
much, justification; but so far as the 
donations, settlement and gifts for 
charitable purposes are concerned, 
then' does not appear to be any justifi-
cation for taxing them under thi& 
Act. There must be some consistent 
policy followed by the Government. In 
1957 the han. Minister introduced this 
Act. In 1963 it was solemnly dropped. 
Now again it has been brought in and 
with a wider scope. After all, the 
Government is the same. Simply the 
change of one member in the Govern-
ment should not be responsible for 
such a vital change in policy. There-
fore I feel, in any event, so far as the 
tax on gifts and donations is con-
cerned, that should at least continue 
to enjoy the exemption that they had 
been enjoying so far. 

Dr. M. S. Aney: I only want to put 
in one word in favour of old parents 
whom my hon. friend there wants to 
neglect. The expenditure tax itself is 
an abominable thing, but it has become 
more abominable when we find that 
expenditure incurred for the sake of 
maintaining old parents, for the edu-
cation of boys and for medical treat-
ment is not exmpt. It becomes lome-
thing understandable. ,1 do not know 
what kind of view of Indian society 
my han. friend has in mind. 

Shri A. P. lain (Tumkur): He has 
neither to support old parents nor 
young children. 

Dr. M. S. Aney: But if he wants to 
keep the .Indian society which has 
been coming down fram ages immortal, 
I want him to bear in mind that ser-
vice to old parents and what is done 
for the sake of one's children are a 
necessary part of it; therefore he 
should kindly see, if he at all ;"ants 
to maintain expenditure tax, that at 
least theSe abominable features are 
eliminated altogether. 

Shri T. T. Krisllllamachari: Mr. 
Chairman, Shri Himatsingka men-
tioned something about expenditure 
incurred for public purposes of chari-
table or religious nature. I find that 

sub-clause (m) of clause (5) of the 
Expenditure Tax Act has not been de-
leted. It is still there which reads: 

"any expenditure incurred by 
the assessee for any public purpose 
of charitable Or religious nature;" 

That has not been deleted. 

The other point my very respected 
friend, Dr. Aney, mentioned about old 
parents. 

Shri A. P. Jain: And young ch'ldren. 

Shri T. T. Krishnamachari: Of 
course, that does not matter. Tl,e 
point he has not understood is tlut 
expenditure tax does not come Into 
operation unless a person spends more 
than 36,0001-. A person who spends 
up to Rs. 36,0000, he can maintain old 
parents, he can maintain relations--he 
can do anything. Nothing comes m. 
Merely because you cannot bring in 
old parents in order that he might 
spend something over and above tllat 
,I do not think people who spend m r~ 
that Rs. 36,000/- are people who are 
going to be very much worried about 
spending a little more on old parents. 
They cannot separate it; they can 
spend well within Rs. 36,000. 

Shri Morarka: That argument will 
apply to other exemptions also. 

Shri T. T. Krishnamachari: Yes, I 
do not say that it will not. The whole 
point about it is that the tax has Jeen 
streamlined. ,It has been reduced. 
Instead of 100 per cent it has come 
down to 20 and even then only 15 is 
applied last year and this year. 
In the process, we have to take away 
the exemptions. In fact, I would be 
very much ratheT for a high limit and 
no exemption at all. Exemptions are 
the mischie>!. Therefore this idea of 
putting an argument, "Oh! The Gov-
ernment do no' like to maintain the 
old parents" does not stand. I am 
myself an old man and very soon I 
will lose m! job and I might have to 
be maintained by somebody. I am 
perfectly certain that the people 
would like to spend Rs. 2000 mOre 
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[Shri T. T. KrishnamachariJ 
than Rs. 36,000 and maintain me. 
May be it is not my children but some-
body else will do. There is no doubt 
at all so far as I am concerned. Th'e 
question of maintaining old parents. 
above Rs. 36,000 does not come in. 
It is all right to put in an argument 
like that but it is not a very valid 
argument. 

Of course, the retrospective 'effect 
of the Act has been objected to. After 
all. it was only removed last year and 
the amount is very small. It is only 
15 per cpnt now. 

Dr. L. M. Singhvi: It is not fair. 

Shri T. T. Krishnamachari: Of 
course it is not fair. All the taxation 
is nf~ir on my part. It is only 15 
per cent. I am perfectly certain that 
manv persons who are going to spend 
Rs. 36,000 would not mind giving Rs. 
1500 to the Government. When he 
spends, he is not going to think about 
it. My own feeling is that the Act, as 
at present, takes into account all these 
facts. 

One thing was mentioned by some 
han. friend about my getting Rs. 6 
lakhs. This amount of Rs. 6 lakhs is 
arrears erf coll:ection of wha' we were 
expecting, that is, out of Rs. 1.50 
crores. If he reads it again, he will 
find Rs. 6 lakhs is an arrears of tax 
collection. The income of the current 
year is going to be Rs. 1.55 crores. I 
hope a little more. Therefore, that 
argument too that it is a small thing 
does not hold water. 

Then, I think, Mr. Trivedi said-he 
is a very naive person-that no argu-
ments have been putforward in sup-
port of this. The entire Budget speech 
'If mine is focussed on this whole issue 
If how to plug the loopholes. That 

.lid mention that without Expenditure 
Tax, th<! ~.  concessions will have no 
meaning. In fact, we want a person 
to earn and we want a person to save 
and the earned income must be given 
a certain amount of priority in regard 
to taxation. We want him to save 

and not to spend. If We allow him a 
little more and allow him to spend, 
the SOCiety does not gain by it. The 
incentiVe should be there but also the 
disincentive to spend. I am sorry I 
do not see my Way to accept any of 
theSe amendments. 

Shri Himatsingka: As the Finance 
Minister said, I know that that clause 
has not been taken out. At present, 
they are exempted under both the 
Acts. They are not liable to Gift Tax 
and they are not liable to Expenditure 
Tax or Gift Tax by this proviso. That 
was my objection. 

Shri T. T. Krishnamachari: That is 
10. 

Shrimati Sharda Mukerjee: Is that 
true? 

Shri Himatsingk.a: That is definite-
ly true. 

Mr. Chairman: I shall now put Gov-
ernment amendments No. 73, 74, 75 
and 76 to the vote erI the House. 

The question is: 

"Page 37, after line 8, insert-

"(i) in section 3, in sub-sec-
tion (1). the proviso and the 
Explanation shall be omitted;" 
(73). 

"As a result of the above 
am.mdment, sub-clauses (i) to 
(vi) may be re-numbered as 
(li) to (vii) respectively." (74). 

"Page 37, line 32, omit 
"sub-clause (ii) of clause (a), 

and". (75). 

"Page 38, for lines 36 to 42 • 
substitute. 

"38B. Where a person makes 
an application to the Commis-
sioner in the prescribed form 
for any informatiOn relating to 
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any assessee in respect of any 
assessment made undoer this 
Act, the Commissioner may, if 
he is satisfied that it is in the 
public interest So to do, furnish 
or cause to be furnished the 
information asked for in respect 
of that assessment only and his 
decision in this behalf shall be 
final and shall not 'be called 
into question in any court of 
law."(76). 

The motion was adopted. 

Mr. Chairman: I shall now put 
amendment No. 20 by Dr. Singhvi to 
the vote of the House. 

The amendment was put and nega-
tived. 

Mr. Chainnan: I shalI now put 
amendment No. 117 by Shri Masani to 
the vote ell the House. 

The amendment was put and nega-
tived. 

Mr. Chainnan: Shall I put amend-
ments No. 164, 165, 166 and 168 to the 
vote of the House? 

8hri Morarka: I withdraw these 
amendments of mine. 

The amendments were, by leave, 
withdrawn. 

Mr. Chairman: The question is: 

"That Clause 51. as amended. 
stand part of the Bill." 

The motion was adopted. 

Clause 51, as amended, was added to 
the Bill. 

Cla1l.!le ~ Amendment of Act 18 at 
1958) 

8hri T. T, Krishnamachari: I beg to 
move: 

''Page 39-

for line 22, substitute-
"(a) in section s.-

(i) in clause (viii) of 
.uO-section (1), _ for the" 
(J) . 

''Page 39-

after line 24, insert--

(ll) in sub-section (2), for 
the words ''ten thousand" the 
words "five thousand" shall 
be substituted;" (2). 

''Page 41, for lines 36 to 42, 
cubstitute. 

"41B. Where a person makes 
an application to the Commis-
sioner in the prescribed form 
for any information relating to 
any assesseoe in respect of any 
assessment made under this Act, 
the Commissioner may, if he is 
satisfied that it is in the public 
interest so to do, furnish or 
cause to be furnished the in'for-
matian asked for in respect of 
that assessment only and his 
decision in this behalf shall be 
final and shall not becalled in 
question in any 'court of law." 
(77). 

8bri Morarka: I beg to move: 

''Page 42,-

after line 15, insert-

"Provided that the above 
Schedule of rates shalI apply 
to the gifts made On or after 
thoe 1st day of April, 1964." 
(173). 

8hri Himatsingka: I beg to move: 

(i) ''Pages 39 and 40,-

omit lines 25 to 36 and 1 to 38, 
respectively." (170). 

(ii) ''Page 41,-

faT lines 36 to 42, substitute. 

41B. Where a person makes 
an application to the Commis-
!fioner in thoe prescribed form 
and pays the prescribed fee 
fOr information relating to 
any assessment made under 
this Aet after first day elf. 
April; llKiS, the Commissioner 
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[Shri Himatsingka] 
may, if he is satisfied that it 
is in t ~ public interest to 
furnish the information, fur-
nish or caUSe to be furnished 
the information asked for." 
(193). 

(iii) "Page 42, line 11,-

faT "Rs. 15,000" substitute "Rs. 
50,000". 

Mr. Obainnan: Amendments No. 
118, 169, 171 and 172 not moved. 

Shri Morarka: Madam ChaJrman, 
my amendment No. 173 is a very 
simple one, that is, that the provisions 
of the Gift Tax should not apply 
retrospectively but should apply from 
1st April, 1964. Under the scheme, 
the rates of the Gift Tax are raised 
very steeply. Formerly, the gift of 
Rs. 50 lakhs used to attract the rate 
of '50 per cent and nOW under the new 
scheme a gift of Rs. 3,40,000 would 
attract that high rate. If it is consi-
dered that in the scheme of things 
these high rate3 are necessary, I say, 
have them by aU means but have 
them prospectively from 1st April, 
1964 and not with retrospective effect, 
Last year, When the persons made the 
gifts, they did not know that they 
will have to pay certain heavy penal-
ties. Otherwise, they may not have 
made the gifts. Would you give them 
th'e option as either to take back their 
gifts or to pay at the new rates? First 
you say that the rates are low. You 
say, these are the rates and i:t you 
make the gifts, you will have to pay 
at these rates. Then suddenly you 
make another measure and say, on 
whatever gifts you have made in the 
past, you will have to pay high rates. 
I may give you an instance. The 
p'erson who made a gift of Rs. 2. lakhs 
last year had to pay Rs. 14000 under 
the provisions then existing. Now 
with this amendment, on those Rs. 2 
lakhs he will have to pay Rs. 1 lakh 
at the rate of 50 per cent. I submit 
tha t this is very harsh and is very 
unreasonable, If for any reason it is 
considered that these gifts should be 

discouraged, that these 2f1ts are not 
desirable and so higher rates must b& 
charged, I have no obj'ection to that. 
But in that case you must apply them 
only prospectively and not retrospec-
tively, Sir, even the main purpose of 
the Gift Tax is tt} prevent a person 
from frittering away his esta'e so that 
he may not escape the estate duty. 
That is the central idea. But the 
actual position is : if a person had an 
estate Of Rs. 20 lakhs and if he made-
a gift 0'1 Rs. 20 lakhs, he will have to 
pay a tax of Rs. 9.38 lakbs whereas 
if he leaves that estate, he has to pay 
an est at .. duty of only Rs. 6' 3 lakhs. 
In other worlds, if a person lea'ves the 
entire estate, he will have to pay a 
much lesser amount by way of estate-
duty than what he will have to pay 
if during his life time he had distri-
buted his estate by way of gifts. I 
think, that cannot be the objective of 
the Government and that cannot be-
the objective of this fiscal measure 
that the person should be discouraged 
from making gifts during his life time 
even though on the same amount, after 
his death the amount of the estate 
duty will' be less. What is th'e main 
objective? The main objective should 
be to prevent the concentration of 
wealth. The main idea should be to 
encourage the distribution 0'1 wealth. 
The main idea should be to encourage 
the giving of gifts. If gifts are given 
to the same relative again and again, 
then they are all aggregated, and the 
tax is charged on the aggregated 
amount and that is all right. Bu' 
after ~ in  brought in that principle 
of aggregation, to raise the rate also, 
and that too retrospectively, is unfair 
and unreasonable, For, why do you 
want to discourage these gifts? What 
is the purpose yOU have in view? 
What is the social objective that you 
have got? Suppose I m ~e a gift to 
the charities or I make a gift to other 
persons, within six months before my 
death for charities and within two 
years before my death to any other 
person, those gifts would be void, and 
rDr the purpose of ,,,,tate duty, they 
Would be included in my total siate. 
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Shri Himatsingka: Now, the period 
is five years. 

Shri Morarka: Now, that period 
also has be~n increased to five years. 

In view af that, and in view also of 
the fact that you are increasing these 
rates, I think that it is not fair that 
you apply this provision retrospec-
tively. ~ir, I have tried my best to 
persuade the hon. FinanCe Minister, 
and I confess that I have totally fail-
ed. I have tried to reason out with 
him, and I haV'e used as much of 
persuasive power as I have to make 
him see the basic injustice that he is 
doing to the people. So far as the tax 
on bonus shares is concerned, he has 
agreed to apply it prospectively. So 
far as the expenditure tax is concern-
ed. he has given a concession in the 
rate. In the case of gifts made by a 
person, they are going to be aggregat-
ed in any case. I have got no objec-
tion to that. But why should we 
puniSh those people who relying on 
the Government's wOTd and relying 
on their legislation then in existence 
made these gifts and made a provi- , 
sian of Rs. 14,000 for a gift of Rs. 2 
lakhs? 

Even at this late hour, I hope that 
the hon. Finance Minister will see the 
reasonableness and fairness of tr.is 
argument and try to give justice 
rather than be influenced only by his 
anxiety to collect mare money for the 
State. 

8hri Ranga: No insurance against 
their perversity. 

8hri Morarka: I appeal to the hon. 
Minister in the name of fairness and 
justice that he should not only be 
T'evenue-minded, but as the Finance 
Minister. he has to look to all sides 
and not merely to revenue. After all. 
he is not going to lose much revenue 
either; it may be a question of just a 
few lakhs <11 rupees here or there. 
For that, why should he incur this 
disp Ieasure? 

Dr. M. 8. Aney: We all join the hon. 
Member in appealing to the hon. 
Minister. 

8hri Morarka: Once again, in the 
last resort, I appeal to the Finance 
Minister that at least the retrospec-
tive effect of this measure should be 
removed; even if he wants to keep thr 
aggregation Part of it, let him keep it, 
and I have no objection to it; I have 
nothing to say also in regard to the 
other provisions relating to increase 
in rates etc. because it will be le'it to 
the people to make the gifts or not to 
make the gifts. But please let him 
not tax them retrospectively, for that 
is very uniair. 

8hri A. P. Jain: It is not often 
given to me to support mY han. friend 
Shri Morarka. Perhaps, it is for the 
first tiIne now that I rise to support 
him, and I do not know whether in 
future such opportunity will occur to" 
often. 

Dr. M. 8. Aney: Let the opportunit_ 
OCCUr very often. 

8hri Morarka: I am very grateful to 
my hon. friend, and I hope to recipro-
cate it sometimes. 

8hri A. P. Jain: But, in the present 
case, I find that there is a lot O'f force 
behind the argument that he has 
advanced. After all, the gifts were 
made in the previous year and at that 
time the donor had no idea that he 
would be subjected to an enhanced 
tax; particularly when the enhance-
ment would be sO steep. If he had 
known 1his fact, perhaps. he may not 
have made that gift. Therefore, I feel 
that whatever may be the considera-
tions of revenue it is not fair and it 
is not just to ~n lise a man retros-
pectively. 

I know that Shri Morarka has a 
great powers of persuasion, and if he 
has failed to persuade the han. Fin-
ance Minister, I do not know how far 
I can succeed. Even so, when there 
is a just cause, it is my duty to sup-
port the just cause. I think that the 
han. Minister must in all reason give 
a second thought to it and accept t i~ 
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the bon. Minister to consider thit! and 
apply the rates only prospectively. 

[Shri A. P. Jain] 
amendment which in my opinion is 
very fair and just. 

Shri Himatsingka: I have moved 
two amendments, Nos. 194 and 1 ~. 
These are also for the benefit of the 
middle class. This tax has been intro-
duced to prevent large transfer of 
assets to avoid estate duty. The bigger 
people will not think of transferring 
Rs. 20,000 or Rs. 30,000 to persons 
whOm they want to benefit only to 
avoid tax. I have suggested thiI 
amendment as in many cases people 
have to adjust between a number of 
dependent members when they are 
minor or otherwise, sO that there may 
be no difficulty with the elderly 
members of the family. 

I Therefore, I feel that So far as theSe 
two amendments are concerned sO far 
as the rates of tax on the lower 
mnounts of gifts are concerned, the 
Finance Minister should not raise it 
after Rs. 5,000 to a steep rate of 8 
per cent and On the next Rs. 25,000 
to 15 per cent. I have suggested 
that on the first Rs. 20,000 
the 4 per cent rate should be applied 
and on the next Rs. 30,000 it should 
be 8 per cent. It will not make much 
difference, but it will certainly enable 
middle class people to adjust their 
affairs a little better before their 
death. That win help them in meeting 
out justice to the different members of 
the family. 

Shri Subbaraman (Mauurai): The 
rates suggested for .:ift tax are rather 
high. In the view of Government, 
there may be justification for these. 
But I would like to tell the hon. Min-
ister that it is not at all good for the 
Government to apply them retrospec· 
tively. People have already made 
certain commitments in good faith, 
basing their actions on the provisions 
of the Act then in force. But now if 
we apply the new rates retrospective. 
ly, it will affect the gOOd name of 
Government and people may not li,ke 
it very much. Whatever enhanced 
rates We want to have, we should 
apply only prospectively. So I request 

Dr. L. M. Singhvi: I speak only 
because I wish to add my voice to 
the general argument advanced by my 
predecessors. One cannot fail to join 
when even Shri A. P. Jain and Shri 
Morarka find it possible to agree, 
though Shri Jain says that it is a rare 
opportunity. 

Retrospective operation of a levy it 
an anathema in law. It has nothing to 
justify itself. In this particular case 
it does not even have the backing of 
any substantial consideration to justify 
it. I would appeal to the hon. Finance 
Minister to reconsider this matter and 
to take away the retrospective opera-
tion of this levy, because if-we want 
to maintain the fair n m~ of the r l~ 
Of law in our country. If we have to 
maintain a general sense of allegiance 
to certain basic principles, such a 
restrospective levy should not be 
countenanced. I am sure the han. Min_ 
ister would consider this matter in the 
larger perspective and would be 
willing to give up the retrospective 
operation of this levy even at this late 
stage. 

Shri S. N. Chaturvedi (Firozabadl: 
I would also like to add my voice in 
support of Shri Morarka and others. 
I think Government should not give 
the impression that because of 
revenue considerations, because it can 
carry through whatever it likes, it 
shcmld throw morality and justice to 
the winds. We are trying to plug loop. 
holes in our tax structure, but should 
not drill loopholes in our moral 
structure. I think this is 8 very good 
sugl!estion that the retrospectiVe part 
of this levy should be done away 
with Whatever rate is 1i bl~, 
should be made applicable henceforth 
after this law comes into force and 
not before that. 

16 hrs. 

[MR. DEPUTY-Sl'EAXER in the Chair] 
Shrl T. T. KrIsImamaobarl: The 

discussion has trailed into a ev.l de SGC. 
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namely the retrospective effect of this 
tax and the great hardship it would 
do to people. 

I would like hon. Members to look 
at the rates at page 42. The first 
Rs. 5,000 is free. On the next Rs. 5,000, 
the rate is 4 per cent; on the next 
Rs. 15,000 it is 8 per cent; so that, if 
anybody gives a eift of Rs. 25,000, 
the tax payable would be only Rs. 
1,200. Even my hon. friend Shri A. P. 
.Jain will not say that Rs. 1,200 is too 
much for a person who is giving a gift 
of Rs. 25,000. 

Shri A. P. Jain: Why penalise him 
retrospectively? 

Shri T. T. Krishttamachari: There is 
no question of punishing anybody 
retrospectively. The fact is that lots 
of gifts have been made in anticipa-
tion of higher estate duty. It is a fact. 
Circumstances have been so created 
that about six months, over six 
months before the Budget was intre-
duced, it was anticipated that Gov-
ernment were likely to stiffen up th" 
estate duty. and I think a lot of gifts 
have been made. Even for the next 
stage of Rs. 25,000 it will be only 
Rs. a,750. Ultimately, for Rs. 50,000 
it will be only Rs. 5,000. 

So, there is no question of this pity 
that is being bestOwed on somebody 
that he is mulcted. The fact, is that 
he is mulcted to a very small extent; 
and gifts of Rs. 5,000, Rs. 10,000, Rs. 
15,000 etc. have only been made with 
a view to avoiding payment of duty so 
that they Can transfer the assets. 

In the same way, land is paralled 
out just before land 1egislation. This 
is the sort of thing that happens. 
Therefore, if there is any justification 
at all--{)f course, all taxation is 
generally prospective . . .. 

Shri Monrka: When you intro-
duced it for the first time. you did not 
introduce it with retrospective effect. 

Shri T. T. KrillJmamachari: That is 
true. Anyway, while I have great 

respect for the sympathy for the odl-
known individual that man,. him. 
Members might have, their smpathy 
does not carry conviction in this case. 
I am sorry I am not able to accept 
the proposal. 

Mr. Deputy-Speaker: The question 
is: 

(i) Page 39-

ffYT' line 22, sUbstitute-

"(a) in section 5,-

(i) in clause (viii) of 1I\1b-
aection (1), for the" (I). 

(ii) Page 39- . 

after line 24, insert-

(li) in sub-section (2), for the 
words "ten thousand", the 
words "five thousand" shall 

be substituted", (2). 
(iii) Page 41 ffYT' lines 36 to U. 

substitute-
"41B. Where a persOn makes an 

application to the CommiS$ioner 
in the prescribed form for any 
information relating to any 
assessee in respect of any asgess-
ment made under this Act, the 
Commissioner may. if he is satis-
fied that it is in the public interest 
so to do. furnish or cause to be 
furnished the information asked 
in respect of that assessment 
only and his decision in tbilJ 
behalf shall be final and shall not 
be called into question in any 
court of law." (77). 

The motion was adopted. 

Mr'. Deputy-Speaker: What about 
At'!lendments Nos. 170 and 193. 

8hri Himatsingka: I withdraw. 

Mr. Deputy-Speaker: Has he the 
leave of the Hause to withdraw hi. 
amendments? 

Ron. Members: Yes. 

The amendments were, by le."e, 
withdrawn. 
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Mr. Deputy-Speaker: Amendment. 
No. 173. 

Shri Morarka: I withdraw. 

Mr. Deputy-Speaker: Has the leave 
of the House to withdraw his amend-
ment? 

Hon. Members: Yes. 

The amendment was, by Leave, 
withdrawn. 

Mr. Deputy-Speaker: The question 
is: 

"That Clause 52, as amended, 
stand part of the Bill." 

The motion was adopted. 

Cl.ause 52, as amended, was added to 
. the Bitt 

Clause 53- (Expenditure-tax to be 
levied from 1st April, 1964) 

Mr. Deputy-Speaker: Amendment 
No. 174. It is not moved. 

Shri M. R. Masani: I want to say a 
word on this clause. 

We have just had an interesting 
discussion about the dubious morality 
of making the Gift Tax retrospective. 
Then what are we to say about the 
Expenditure Tax being made retros-
pective under this clause? 

This claUSe is the clause which says 
that the Expenditure Tax now to be 
levied will be retrospective. The same 
arguments that Shri A. P. Jain and 
Shri Morarka and other urged for 
the Gift Tax apply here. Why punish 
a man if he spent more than Rs. 36,000 
last year when it was not known that 
it was an offenCe to spend over that 
limit, when he was not told that it 
was extravagant, At the time he spent, 
nobody told him that it was wrong or 
he would be penalised. Therefore, the 
same principle, which the whoe HOUse 
seems to accept except the Finance 
Mini.<ter, also applies her to this 
clause. No doubt, he will USe hig 
steam roller majority and bulldose 

the House into bowing to his will,. 
but it is perfectly clear that it is· 
against the conscience of Members of 
all parties, including his own party_ 
We at least are opposed to this clause. 

Mr. Deputy-Speaker: Do you want 
to reply? 

Shri T. T. Krishnamachari: No, Sir 

Shri M. R. Masani: He has got the 
majority. 

Mr. Deputy-Speaker: The questi .. ,· 
is: 

"That claUSe 53 stand part of 
the Bill." 

The motion was adopted. 

Cl.ause 53 was added to the Bill. 

Cl.auses 54 to 59 were added to the 
Bill. 

Clause 60-- (Amendment of Act 1 r 

1944) 

Mr. Deputy-Speaker: We shall take 
up clause 60 now. 

Shri V. B. Gandhi: Sir, I have got 
three amendments. I move: 

(1) Page 44-

omit lines 9 to 20. (11Q). 

(ii) Page 46, line 25-

for "one rupee per kilogram", 
substitute-

"Thirty-six naye paise per 
kilogram". (120). 

(iii) Page 46, line 26--

for "Fifty naye paise per kilo-
gram", substitute-

"Twenty-four ::laye paise per 
""'loiTam". 
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Sir, the Finance Minister has in hia 
amendment or through his amendments 
announced certain reduction in duty 
and other concessions to powerlooms 
and we appreciate all these changes 
that the Finance Minister has made. 
We must say, however, that they do 
not meet the needs of the situation 
and a more sympathetic attitude 
towards the powerloom industry is 
called for to enable it to survive ~t is 
as a cottage industry. I have been re-
ceiving very disturbing reports from 
Maharashtra where the principal leat 
of this industry is located and it is 
very heart-rending to hear these 
reports of the conditions that were 
brought about by this new taxation 
on powerlooms. It will be nothing 
short of disaster if this industry is 
alloWed to go under. Sometimes we 
are told that these powerlooms that 
are working as cottage industry In 
Maharashtra are more or less agents 
of the composite mills. There may be 
some truth in it; We do not know. 
But it is certainly not right to say 
that the entire powerlooms hdu<rtry. 
which is a cottage industry and which 
is an industry having the largest con-
tent of self,employm",nt. It cannot be 
denounced or described as were ~ents 

of the composite mills. Quite a few 
lakhs of people depend upon this 
cottage industry. I, therefore. move 
'these three amendments in order to 
'express our support to this industry. 

Sh'\i Nath Pal (Rajapur): Mr. 
Deputy-Speaker. I should like to 
support what the hon. Mr. Gandhi has 
spoken regarding this levy. I feel that 
the hon. Finance Minister is aware of 
tht> dis"strous effects of the new im-
1'05t This industry is basically 
situated in Mahara<htra but it is not 
th't fad that makes me take up their 
cause. This industry is a small indu9-
trv. pmnloves a verI! ~ r e number 
of people in small units. An impres-
~inn i. gathering round that thf'se 
imposts in th .. form in which thev 
have come will destroy the indust.rv. 
As It i., a very larl!e number of the<e 
-units, r do not know the exact figure 

-have stoPPed all their operations 
and the small employees who were 
making an honest living have lost 
their only source cf livelihood. 
The impression to which I refer 1& 
that this is being done because of 
the pressure of the mill owners. I do 
not know how far this impression is 
true. I believe that it may be wrong, 
but it will be up to the Finance Minis-
ter to dispel this. Being small units, 
small men, they think that they are 
being sacrificed because of the com-
petition they offer to the large unit.. 
I do not know the veracity. But 
these very large number of people 
were here, telling us the pathetic 
story: what worries us On the one 
hand is that there is the danger of 
the units going out of commission or 
business; the Government, on the 
other hand, will be losing the addi-
tion to the revenue which it expects 
by this levy. 

I would iike to find out from the 
Finance Minister what his reaction is, 
in view of the fact that there is a 
discrimination in the levy of the tax. 
No high court, I know, will entertain 
the right of the Government and the 
Finance Minister to levy the tax, but 
the high court can look whether there 
is discrimination. I would like to 
draw his atention to the judgement of 
Justice Srinivasan in a similar case 
in the Madras High Court where the 
Judge has said that a levy which will 
be discriminatory, discriminating bet-
ween one citizen and another, is 
prima facie against the spirit of the 
Constitution and therefore not tenable. 
I want to plead with him that he 
should !!ive a thought to this, in view 
of the fact that there is a Committee 
appointed by the Government to look 
into the problems of the power-loom 
industry. That committee's recom-
mendations. I understand, are yet to 
be finalised. If, before they are 
finalised. the Finance Mini.ter pro-
ceeds with taxation and thus perhaps 
unintentionally becomes responsible 
for annhilating the industry which 
should be boosted, encouraged and 
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[Shri Nath Pail 
not dealt with this way, I think he 
will be making himself responsible 
for some thing which he does not want 
normally to work for, that is, instead 
01 boosting industrial production, he 
will be bringing in a diminution in it 
and be responsible, in the process, for 
depriving tens of thousands of people 
of their jobs. 

I do not want to take the time of 
the House. We have tried to make 
representations to him and to hia 
officials. We have not found any 
answer except "We think it is riaht 
and this must be done." I do not 
think that is a valid argument to tell 
us when we think they are not right. 
Therefore, we want him to answer 
the argument advanced by us, firstly, 
that nobody shall be deprived of hia 
job by bringing in legislation here 
which in the garb of adding to the 
reven{,e of the State, takes away the 
sources of livelihood of small, self-
employed people, and secondly, the 
dubious benefit, that the revenue will 
be increa.ed. What they say is not 
• very convincing argument, because, 
if the industry goes out of commission. 
their will not be any revenue. 

In the light of these remarks, I re-
Quest the Minister to see that the plea 
80 ~ent1  put by Shri Gandhi. even 
at this late hour, is accepted and 
relief is given to the small industry. 

Shri SubbaramaJl.! Mr. Deputy-
Speaker, Sir, I would like to say a 
few words as regards the application 
of excise duty on the manufacture 
of Arunakkayar. I have repre-
sented this matter to the Finance 
Minister several times. He has been 
very sympathetic, but till yesterday, 
no relief or exemption, order has 
been received by the people engaged 
in this industry. 

I want again to say this in the 
House that this is a small ind!.lstry. 
When the handloom industry was in a 
very bad condition, a few e l~ were 
advised to take to the manufacture of 

Arunakkayar. With about 10 to 15 
machines, one can earn at the 
most Rs. 75. Seeing the importance 
of this small industry, the 
Madras Government has been 
very kind to show some facili-
ties for this industry. They 
give power facilities to it, which is 
given for manufacturing goods in 
bigger industries. And no sales-tax 
is levied. So I do not know how the 
local officers want to bring in this aiso 
for the application of excise duty. If 
it is considered that power is used for 
this Arunakkayar then there are some 
other industries also which use power, 
but they are not brought in for this 
excise duty. I therefore request the 
hon. Finance Minister to send 
instructions immediately to the local 
officers of Madurai so that they 
may not insist on the people who are 
engaged in this industry to pay excise 
duty. 

Another matter may also be refer-
red to in this connection. I am glad 
that relief or exemption order has beeD 
given to the people engaged in the 
trade and industry of soap-nut 
powder. I do not know how the local 
officers interpret it to bring in soap-
nut powder also for the application of 
excise duty. So far as the shikakai 
powder is concerned it is not a prepa-
ration for the care of the skin. Still, 
the local officers in spite of so many 
repregenliations want to bring this 
also in the apPlicatiOn of excise duty. 
Only yesterday they got the exemption 
order. I am 00 glad and I thank the 
Minister for it. 

I request that the .ame exemption 
order should be sent to the local offi-
cers in regard to Arunakkayar. Ha'r-
ing tried for two "eeks to get relief 
and having failed, pe"ple havE': come 
all the way from Madurai to represent 
the matter to the Minister. So, I 
would again request that the industry 
should not be brought down by the 
levy of excise duty. If that is done. 
the whole industry will collapse and 
the people will be thrown out of em-
ployment. 
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About handloom also, I would like 
to say a few words. The Minister was 
kind enough to remove the excise duty 
on counts below 29 and halve the duty 
between 29 and 34 counts. I am 
grateful to him for it. I request that 
the same exemption should be exten-
ded to at least upto 39 French 
counts. Above that, the tax may be 
reduced. As the Minister says, the 
difference between hand loom cloth and 
mill cloth has been widened. I agree 
that this will help the handloom in-
dustry. But considering that tibis 
handloom industry is very big and 
labour-intensive, some more conces-
sion should be extended to it. 

Hosiery also is a very big cottage 
industry in Tamilnad. People manu-
facture hosiery goods out of cones 
purchased from mills. But in the case 
of certain qualities of coloured hosiery 
goods, people purchase it in hank-
form, dye it and then knit it. During 
these processes, winding is done. If 
it is wound by power they are asked 
to pay excise duty. It is not like 
mills. Hills wind and sell it. But 
In the case of people engaged in 
hosiery, winding is a process in the 
middle and that kind of winding 
should not be taxed. 

Shri Ranga: May I seek an assur-
ance from the hon. Minister that this 
proposal would not in any way hurt 
the interest of the handloom weavers? 
If by any chance it has a bad effect on 
the' handloom weavers, would he be 
kind enough during the course of 
next year to make the necessary 
amendments in order to protect the 
handloom weavers? 

8hri T. T. Krishnamachari: With 
regard to the last question, in the 
latest amendments I have moved, I 
have exempted yarn used by hand-
looms w ~  is below 40 counts and 
below what is called French count 24 
and I have lowered the rates for the 
higher counts of yarn used by hand-
looms. 

Usually Mr. Nath Pai is a very well-
informed person. But he just wafted 
into this discussion and therefore he 
did not quite size up the problem. 
One thing I would like to assure him. 
There is no intention of discriminating 
against ,the power looms in favour of 
the mills. I have understood quite 
a lot about powerlooms in the last 20 
days. In fact, a sizeable portion of 
powerlooms are tied to mms. Old 
looms of mills have been handed over 
to power looms. There is a connec-
tion. They make the beams and give 
it to them. 

They took the finished l:oods and 
then sized them up. Often times they 
stamped their own names on them 
and sold them. There is a very close 
tie-up between the mills and power-
looms in a very substantial portion of 
it. As a matter of fact, hon. Mem-
bers would probably realise that the 
powerloom industry which, I think, in 
1937 was 300 million yards has now 
gone up well ahead of handloom to 
about 2,300 million yards. To the ex-
tent to which mills are able to handle 
it, through powerlooms we lose 
revenue. That is why the Asoka 
Mehta Committee was appointed to go 
into this matter. I should like also 
to tell hon. Members that I invited 
the members of the Asoka Mehta 
Powerloom Committee to come and 
discuss it with us. They suggested 
that one of the ways in which we can 
probably deal with this problem is 
to tax the yarn. Again, when I tax 
the yarn, this problem which my han. 
friend, Shri Ranga, mentioned arises. 
An industry which was growing very 
fast in 1952, producing 700 million. 
yards of cloth went up te 1,700 
million yards in 1956 and it haa 
stagnated there. It has not gone be-
yond that. That is the primary con-
sideration we have from the em-
ployment point of view. Of course, 
I have been pleading with the hand-
loom to convert themselves into 
powerlooms. At that time they did 
not like it. Now they want it. It 
might happen in the course of a few 
years and many of these handlooma 
will be converted into power looms. 
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Then the problem will be easy. 
That is why tfhe duty on cone 
yarn, which generally goes into 
powerlooms, has been differentia-
ted and there is a higher rate of duty. 
On hanks it is less. But the differen-
tial may not be higher than what it 
will cost a hank to be made into cone. 
There is the question of hand-winding. 
Even now I am not quite sure if quite 
• lot of hank yarn is not bought· and 
made into cone yarn. The problem 
bristles with difficulties. But there is 
undoubtedly the fact that with the 
·connivance of mills there is a very 
large leakage of duty. It is not quite 
so simple as my hon. friend Shri 
Nath Pai mentions. Of course, it is 
not a cottage industry. It is, what 
you may call, an exploited industry. 
It is not often that a person who has 
a powerloom owns it. We have the 
fourloom limit. Then we call it a 
{:o-operative society. Generally it is 
owned by one capitalist Or by a mill 
ultimately. I have seen more sides 
to it than I had at the time I imposed 
these duties. That is why I have 
made some variations. 

Naturally, I can give this assuranCe 
to Shri Ranga. One common factor 
that we share is perhaps our interest 
in handloom. I will certainly see that 
handlooms do not suffer. If by the 
addition of this tax some variation 
has to be made in order that people 
may carry on, it could be made. But 
'Certain concessions have been made 
now. In some places people seem to 
be satisfied, and in some others they 
are not. We get some telegrams, 
some of them thanking us and some 
saying that it is not enough. As I 
said before, I will watch the whole 
positioR. If a genuine industry suff-
ers, then we will do something to 
stop it. But somehow or other we 
should get over this problem, and 
this somewhat unhealthy liaison bet-
ween the mil! industry and the power-
loom industry has to be stopped. I 
feel, that the duties that we have now 
imposed. the revision that I have 
made, presents, in our view, the best 

solution of the problem as we see It 
now. If changes are necessary we 
are prepared to make it. 

Mr. Deputy-Speaker: Is Shri V. B. 
Gandhi pressing his amendment? 

Shri V. B. Gandhi: No, Sir. am 
withdrawing my amendments. 

The amendments were, by leave, 
withdrawn. 

Mr. Deputy-Speaker: The questio.n 
is: 

"That clause 60 stand part of 
the Bill." 

The motion was adopted. 

C!a.use 60 was added to the Bitt. 

Clauses 61 to 65 were added to the 
Bill. 

First Schedule 

Mr. Deputy-Speaker: Then we take 
up the First Schedule. There are 
some amendments. 

Shri T. T. Krishnama.ehari: I beg 
to move:-

(i) Page 53, line 17-

for "3,000", "3.300" and "3:600", 
substitute "3,200", "3,600" and 
"4,000", respectively. (78). 

(ii) Page 53, line 1!)'" 

for "2,000", "1,700" and "1,400", 
substitute "1,800", "1,400" and 
"1,000", respectively. (79). 

(iii) Page 57, line 2-

for "and distribution" substitute 
"or distribution". (80) . 

(iv) Page 57, ajter line 6, in--
~ert--

"Explanation.-For the pur-
pose of this Paragraph and 
Part III of this Schedule, a 
company shall be deemed 
to be mainly engaged in the 
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business of generation or dis-
tribution of electricity or or 
manufacture or production of 
anyone Or more of the 
articles specified in the list 
in Part IV of this Schedule, 
if the income attributable 
to any of the aforesaid activi-
ties included in its total in-
come for the previous year is 
not less than fifty-one per 
cent. of such total income." 
(81) . 

(v) Page 60, line ~ 

for "and distribution" substitute 
"or distribution". (82). 

«vi) Page 61, far lines 7 .to 12, sub-
stitute-

"proviso (being such a company 
as is referred to in section 108 of 
the Income-tax Act or any other 
<lOIllpany as is referred to in clause 
(iii) Of sub-section (2) of section 
104 of that Act) which has declar-
ed or". (85). 
(vii) Page 61, line 22--

after "paid-up" insert "equity". 
(86). 

(viii) Page 61, line 34, after "a c0m.-
pany" insert-

"as is referred to in section 108 
of the Income-tax Act and". (87). 

(ix) Page 61, line 44, after "Expla-
nation"; insert "2". (89) 

(X) Page 62, after line 16, insert-
"Explanation 3.-,For the re-

moval of doubts it is hereby 
declared that where any dividends 
were declared by the company 
before the commencement of the 
previous year and are distributed 
by it during that year, no reduc-
tion in the rebate shall be made 
under sub-elause (c) of clause (i) 
of the second proviso in respect 
of such divideJ.ds". 
(xi) Pa.ge 62,,,,,,, lines 36 ,to oil, 

lIUbstitute-

"on ,the whole income (exclud-
Ing i.nterest payable On any secu-

378 (Ai) lJS.-8. 

rity of the Cootral Government 
issued or declared to be income-
tax tree, and mtere9!; payable on 
any security of a State Govern-
ment iSSUed income-tax free, the 
income-tax whereon is payable 
by the State Government); .....• 
18% 2% Nil Nil;". (91). 
(xii) Page 63-

omit lines 5 to 13. (92). 
(xiii) Page 63-

line 39, omit "(i)". (93). 

(xiv) Page 63, line 44-
omit "and" and for "25%" 

rubstitute "20%". (94) 
(xv) Page 63-

omit lines 45 to 48. (95) 
(xvi) Page 64, line 4-

far "and ldistribution" rubsti-
tute "or distribution". 1(96) 

(xvii) Page 64-
far line 31, substit'Ute-
"(2) AIuminJwn, copper, leal! 

and zinc (Metals)". (97). 
(xviii) Page 64, line 32, far "lnm 

ore and bauxite", substitute-
"iron are, bauxite, manganese 

ore, dolomite, magnesite and 
mineral oil". (98) 

(xix) Page 64, far lines 39 and 40, 
substitute-

"(6) Equipment for the genera-
tion and traflsmission of electricity 
including transformers, cables ani! 
transmission towers". (99). 
(xx) Page 65, for line I, substitute. 

"( 11) Fertilisers, namely, am-
monium sulphate, ammonium 
sulphate nitrate (double salt) , 
ammonium nitrate (nitrolime 
stone), ammonium chloride, super 
phosphate, urea and complex fer-
till.sers of synthetic origin contam .. 
mg both nitrogen and phospho-
rus, such as ammonium phos-
phates, ammonium sulphate, phos-
phate and ammIOI1ium nitro 
phosphate .... '(100) 

(xxi) Page 65, far line 3, substitute 
"(13) Tea .... (101). 
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(xxii) Page 65, after line 3, imert--

"(14) Electronic equipment, 
namely, radar equipment, comput-
ers, electronic accountine and 
business machines, electxon:ic c0m-
munication equipment, electronic 
control instruments and basic 
components such as valves, 
transistors, , resistors, condensors, 
coils, magnetic materials and micro 
wave components. 

(15) Petrochemicals including 
corresponding products manufac-
tured from other b si~ raw mate-
trials like calcium carbide, ebyl 
alcohol Or hydrocarbons from 
other sources.... (102) 

(xxiii) As a result of the insertion 
of two new items in the list, item 
1(14) on Page 65 may be re-num-
bered as item (16). (103). 

• (xxiv) Page 60, JOT lines 13 to %1 
wbstitute-

"(iii) (A). in the case of e. 
company which is wholly or main-
ly engaged in the manufacture or 
processing of goods or in mining 
Or in the generation or distribu-
tion of electricity or any other 
form of power and whose total 
income does not exceed rupees 
:live lakhs, a rebate at the rate 
of 30 per cent. on so much 
of its total income as does not 
exceed rupees two lakhs and a re-
bate at the rate of 20 per cent. on 
the balance of the total income; 
and in addition, where the total 
income includes any income attri-
butable to the business of genera-
tion or distribution of electricity 
or of manufacture or production 
of anyone or more of the article!! 
specified in the list in Part IV of 
the Schedule, a rebate at the rate 
Of 5 per cent. on so much of such 
inclusion as does not exceed 
rupees two lakhs and a rebate at 
the rate of 6 per cent. on the 
balance, if any, Of such inclusion, 
shall be allowed if- ' 

(a) such company satisfies 
condition '(a) of clause (i); 

(b) it is not such a com-
pany as is referred to in sec-
tion 108 01 the Income-tax 
Act: 
(B) in the case of any c0m-

pany which is not entitled to ~ 
rebate under sub-clause (A) of 
this clause, a rebate at the rate 
01 26 per cent. on so much of ita 
total income as is attri'butable to 
the business of generation or dis-
tribution Of electricity or of 
manufacture or production of any 
one or more of the articles speci-
fied in the list in Part IV of this 
Schedule; and at the rate of 20 
per cent. on the balance of the 
total income, 

shall be ll we~ if-
(a) such company satisfies 

condition ,( a) of claUSe (i) ~ 
and 

(b) it is not such a com-
pany as is referred to in sec-
tion 108 of the Income-tax 
Act;." 

(xxv) Page 61, fOT line 4, rubsti-
tute-

"increasing the paid· up capi-
tal except where such bonus 
shares or bonus have been i!-
issued wholly out of the share 
premium account of the com-
pany after the 31st day of 
March, 1964; and". (204). 

• (xxvi) Page 61, after line .u 
insert-

:Provided further that the 
super-tax payable by a com-
pany, whiCh is wholly or main-
ly engaged in the manuf2cture 
or processing of goods or in 
mining or in the generation or 
distribution of electricity or 
any other form of power and 
which is not such a company as 
is referred to 'in section 108 of 
the Income-tax Act and the 
total income of which exceeds 
rupees five lakhs, shall not es-
ceed the aggregate of--

(a) the super-tax which 
would have been payable by 
the company if its total In-and 

~~~n~ ~ -res~i~ -en-t~'-s--re- --n n---e-n~ ~ti~ -n.---------------------------------



Finance VAISAKHA 1, 1886 (SAKA) Bm 12188 

come had been rupees five 
lakhs (the income of rupees 
five lakhs for this purpose 
being computed u if such 
mcome included income from 
varioua sources in the same 
proportion as the total income 
of the company); and 

(b) fifty-five per cent. of the 
amount by which its total 
income exceeds rupees five 
lakhs. 

ExPlanation I.-For the pur-
poses of this Paragraph, a com-
pany shall be deemed to be 
mainly engaged in the manu-
facture or processing of goods 
or in mining or in the genera-
tion or distribution of electri-
city or any other form of power, 
if the income attributable to 
any of the aforesaid activities 
included in its total income for 
the previous year is not less 
than fi!fiy-one per cent. of 8uch 
total income." ~ . 

Shri Kashi Ram Gupta: Sir, I beg 
10 move:· 

0) Page 53-

for lines 17 to 22, substitute-
.. (1) On the first 3,200 of 

total income 
3,600 of total income 
4,000 of total income 
Nil. 
(2) On the next 1,800 of 

total incorr.e 
1,400 of total income 
1,000 of total income 

5 per cent. 
(3) On the next 5,000 of 

total income 
5,000 of total income 
5,000 of total income 

10 per cent. 
(4) On the next 5,000 of 

total income 
5,000 of total income 
5,000 Of total income 

15 per cent. 

·With President's recommendatiOll. 

(5) On the next ~,  of 
total income 

5,000 of total income 
5.000 of total income 

20 persent." (196). 

(ii) Page 53-

for lines 30 to 35, rub!titute-
"(1) On the first Rs. 1,000 

of total income Nil. 
(2) On the next Rs. 4,000 

of total income 5 per cent. 
(3) On the next Rs. 5,000 

of total income 10 per cent. 
'(4) On the next Rs. 5,000 

of total income 15 per cent. 
(5) On the next Rs. 5,000 

of total income 20 per cent. 
(6) On the balance of toW 

income 25 per cent." (23). 
Shri Morarka: Sir, beg to 

move:-
(i) Page 60, Ii.nes 11 and 12,-

omit "and which is such • 
company as is referred to in sec-
tion 108 of the Income-tax Act". 
(175) . 
(ii) Page 60,-

omit lines 13 to 21. (178). 
(iii) Page 61,-

far lines 24 and 25, subrti-
hLte-

"on that part of the divi-
dends 
at the rate of 7.5 per cent 
other than di,vidends on pre-
ference shares which exceeds 
seven per cent. of the paid-
up capital". (178). 

Shri Himatsingka: Sir, I beg to 
move:-

Page 61-

for lines 15 to 25, substitute-
'(A) in the case of It com-

pany which since the date of 
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(Shri Himroatsingka] 
the commencement of ita 
activities has declared or dis-
tributed any dividends for 
the first time during the pre-
vious year or any of the four 
previous years immediately 
preceding such previous year 

-Nil. 

(B) in any other case-

on that part of the divi-
dends other than dividends 
on preference shares which 
exceeds 10% of the paid up 
capital-7' 5%'. (177). 

Page 60-

fCYr lines 1 to 3, substitute-

"(b) is a company with a 
total income not" exceeding 
Rs. 25,000;" (197). 

Page 50, lines 11 and 12-

for "which is such a company 
as is referred to in section 108 
of the Income tax Act with a 
total income exceeding 811. 
25,000", 

substitute-

"which is a company with 
a total income exceeding 811. 
25,000". (198). 

Page 60-
omit lines 13 to 21. (199). 

Shrimati Sbarda Mukerjee (Ratna-
girl): Sir, I beg to move: • 

Page 61, line 25,-

add at the end-

"whiCh exceeds six per cent. of 
the paid up capital." (125) 

Shri Kashi Ram Gupta: While 
moving my two amendments, I make 
a very special request to the hon. 
Finance Minister, namely, that he 
ahould see to it in· a practical way 
which I shall be able to place before 
him. The intention is to have a 
more sirnpli1led way of tax.tlem. So 
I have done it like this. Instead of 

·With President's recommendation. 

6 per cent, I have put the first one 
at 5 per cent which is a more ration-
alised way of doing the thing. 
Secondly, the second slab which is of 
Rs. 2,500 I have put it at Rs. 5,000; 
the third slab is as it is and the 
fourth slab is Rs. 5,000 instead of 
Rs. 7,500. 

Now a question can be ulted 
whether it will materially affect the 
Government revenue.. My humble 
submission is that it will not. So far 
as the first slab is concerned, it is a 
question of only Rs. 10 per assessee on 
having the assessment at 5 per cent. 
It is a very neglible amount. So far 
as the question of the second slab of 
Rs. 5,000 to Rs. 10,000 is concerned, 
I have got statistics with me for the 
ssesrr~ent year 1961-62 where the 

total number of assessees is about 
3,49,000 and the average per person 
comes to Rs. 6,904. Again, there will 
be no material change so far as this 
group is concerned because the Gov-
ernment has already put the limit of 
Rs. 7,500. So, the average will re-
main below this even if there is some 
increase in the number of assessees in 
this respect. 

As regards the third slab, that Is 
Rs. 10,000 to Rs. 15,000 the figure be-
fore me shows that the number is 
about 1 lakh and the average come. 
to Rs. 12,204. Accordin2" to my cal-
culations, there is a difference of about 
1.1 per cent in the revenue fall. The 
most important point is about the last 
slab. Istead of Rs. 7,500, I have put 
it at Rs. 5,000. It may seem that 
there will be a heavy loss to the Gov-
ernment on this account. in the case 
of those whose inrome is Rs. 20,000. 
But I have to refer to the second part 
of this &hedule in which the exemp-
tion limit for all incomes above Rs. 
20,000 is only Rs 1,000. That means, 
If a person has got an income of 
Rs. 20,001 he. will be charged Rs. 180 
more than a person who has an In-
come of Rs. 20.000. The figures that 
I have .how that between Rs. 15,000 
and HI. 25000 the aver8.2"e comes to 
about Rs. 19,000 and the number of 
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assessees is small. ISo, on the whole 
it comes to this that Government 
may lose about a crore of rupees, but 
it will help those people in the fol-
lowing way. Those people whose in-
eomes are Rs. 20,000 have to pay an 
annuity. Then, such people have no 
lecurity for their life except that 
they pay a good amount of premium 
for their life insurance. About RI. 
2,500 they yay as tax. So, about Rs. 
6,000 of their income is in Government 
hands in the shape of tax, life insu-
race premium and annuity which 
is used by Government. So, such 
persons should be given a lenient 
view and even if a fraction of it may 
benefit to a certain extent, this sim-
plified way will be much better than 
what it is at present. 

Then, I reter to the Santhanam 
Committe on corruption. They have 
given a very good suggestion that 
subscriptions from the companies must 
be stopped. But, after all, the politics 
is to run and theSe are the people 
wbo may be able to come forward 
and who are already coming forward 
with subscriptions and I may say that 
in the business comrnrnunity these 
people are the backbone of democra-
cy. They must me protected to a 
very large extent. With these wordi, 
I request the hon. Finance Minister to 
consider all the suggestions that I have 
made. 

8hrl Morarka: My amendment No. 
1711 and No. 176 seek to remove an 
anomaly which is sought to be created 
between company and company. 
Under the new scheme, what are 
known the 23A companies are sought 
1>0 be taxed at a high rate i.e. from 
110 per cent to 60 per cent. I have 
laid enough in this respect In my 
speech on the first reading of the Bill. 
But the only point I want to make in 
respect of the companies is that no-
where in the world there is discri-
mination of the type which Is sought 
to be· now introduced here. JCven In 
this country, till this Finance Bill 

came, the companies were not discri-
minated in the maner in which they 
are sought to be discriminated now, 
The only fear that the Government 
has is that the persons may use these 
companies as a vehicle to evade what 
is known as the super tax. That pur-
pose of the Government was fully 
served by requiring these companies 
compulsarily to distribute all their in-
come by way of dividends. To that 
extent, it was aU right. But now 
apart from that dividend provision, 
it is gOught to increase tax on these 
companies by 10 per cent. I have 
already said that the definition is SO 

defective that even a company with 
24,000 shareholders can be called a 
private company whereas a company 
with 10 shareholders can be called a 
public company. The hon. Finance 
Minister has said that in due course 
he will consider this and try to re-
move this anomaly Sc, I leave the 
matter there. . 

My amendment No. 178 deals with 
the dividend tax. This is a new tax 
which is sought to be levied now. 
The idea is that any company which 
declares dividend will have to pay 
7i per cent by way of dividend tax. 
I can understand if the Govern-
ment had said that any company de-
claring dividend in excess of a cer-
tain percentage will have to pay this 
dividend tax. That is reasonable. 
But is it possible that no company 
~ l  declare any dividend at all or 
is it that the company should not de-
clare any dividend nOr shOUld the:>, 
give any bonus shares? 

If that is the policy, how does the 
Finance Minister think that he hss 
provided an incentive and that the 
investment in the corporate sector 
will increase. 

My first point is that it Is not al-
ways true that the mere retention of 
profits in the hands of the corporation. 
are put to proper use. My second point 
is that this tax is a discrimination 
against this type of shareholders only. 
You do not penalise preference share-
holders, the debenture holders and 
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other peDple by taxing them. You are 
penalising only the equity share-
holders. I want to give two quotations 
from eminent people in support of 
both these propositions. Albout the 
first one that the mere retention of 
profits in the hands of the corporation 
does not ensure that the funds are put 
to proper use, I quote what Lord 
Radcliffe's Royal Commission Report 
... y.: 

'''I1le mere retention of profit. 
cannot be rated as an economic ad-
vantage; on the contrary, it would 
better serve the public interest 
that a company should be eJ¥:(Wrg-
ed to distribute those profits that 
it cannot put to fruitful use so 
that t'ley might possibly be in-
vested effectively elsewhere." 

That is the one quotation. Now, the 
other point has been very well argued 
and enunciated by Mr. Dalton. This 
is what he says: 

"It (liscriminate. against a parti-
cular class of property owners. 
name!;r, the ordinary share-holders 
and joint stock companies as com-
pared with all other classes includ-
ing debenture-holders and the 
holders of war loan and other gilt-
edged securities. It is therefore in 
effect a tax on risk bearing and 
tends to divert the flow of capital 
from risky to comparatively safe 
investments. But in view of the 
need 1hat risks should be token 
and the reluctance of many invest-
tors to take them, this is a harm-
ful diyersion". 

Now, Sir, I submit that tlle hen. 
Finance Minister may consider my 
amendmnet, Amendment No. 173 which 
seeks to tax dividends only in excess 
01 7 per cent. I think, Sir, 7 per cent 
is a reauonable return. The hon. Fin-
ance Mmister 3hould not tax that 
much rtturn because, otherwise, there 

~ l  be no incentive for anybody to 
mvest m the corporate sector in these 
days when without taking any risk • 
person can easily earn 10 or 12 per 
cent elsewhere with more security. I 
would request 1Jh.., hon. Finance Min-
ister to consider this amendment and 
if possible, to accept it. ' 

Shri HimatsiJlgka: My amendment 
is also to the same effect. The dividend 
tax should be made applicable after a 
certain stage. Any amount, say, upto 
ten per cent should not be taxed and 
any dividend over and above that 
should be taxable. Amendments. 
No. 197, No. 198 and No. 199 have 
been more for the purpose for which 
Mr. Morarka's amendments have been 
moved and I adopt these arguments 
and I say that if these amendments are 
not accepted there will be difficulty in 
the growth of new companies. Share-
holders will be chary to put in 
more money in shares in share capital 
and there will not be new companies 
floated. As a matter of fact, during 
the last few months there have been 
no new floatations and even big com-
panies with foreign COllaboration have 
turned out to be flops. If we really 
want that economic growth should 
continue and that this country should 
make progress to meet the challenge 
of population growth and investment 
should be encouraged, they tan only 
be encouraged if diVfdpnd is not 
tabooed in this fasion. 

Shrimati Sharda Mukerjee (Ratna-
girl): My amendment is also in sup-
port of Shri Morarka', with the ex-
ception that I have mentioned tihat it 
should be dividends which exceed 6 
per cent of the paid-up capital. Now, 
Sir. the Finance Minister has given 
some relief to those companies which 
have not declared divlCl.ends either in 
the previous yQar Or ~e i s 4 years, 
but I think in all fairness it must be 
admitted that there are other com-
panies which break even, but which 
realise that they have an obligation to 
the shareholder. and in such cases It 
would be penalising them unnece.s-



VAISAKHA 1, 1886 (SAKA) 8iU I2I96 

.arily, when a certain percentage of. the 
capital is at least not exempted. There-
lore, Sir, I would like to present my 
mnendment for the consideration of 
\he hon. the Finance Minister and my 
arguments are two. One argument is, 
it you want that investment should be 
increased in the industrial .ector, 
'then you must take into consideration 
\he fact that you must provide such 
~ iti ns which will make it possible 
for people to invest. If you are going 
to put this tax I am afraid it is going 
to decrease tlhe level of dividends. My 
next point is this. This tax will apply 
to dividends which have been distri-
buted in 1963-64. This also seems to 
be rather unfair and this argument has 
already been put forward by Mr. 
:M:orarka very effectively and I need 
bardly add to it. r would like to re-
quest the hon. the Finance Minister 
to consider these amendments and that 
he should ,give a minimum exemption 
of 6 per cent on the paid up capital 
before taxing the dividends. The hon. 
Minister has qiven a considerable 
amount of incentive to the corporate 
aector, in other ways, such as in re-
gard to surtax and such other mea-
lJIll'es. If he would agree to having a 
dividend tax after a minimum exemp-
tion limit of at least 6 or 7 per cent 
on the paid-up ~ it l, I think that it 
will make a considerable difference. 

Shri M. R. Masanl: There are only 
three points in the Schedule. to which 
I would like to draw the attention of 
the House. 

The first is at page /10, and that Ia 
the attempt to raise the corporate tax 
on 'Section 23-A companies' in which 
the public are not substantially inter-
ested. from 50 per cent to 60 per cent, 
that is, the basic tax. 

These companies are precisely the 
companies which should be encourag-
ed. They are small men's ccmpanies, 
middle class people's companies where 
family investments are made and pri-
vate l;mited companies run. We talk 
II great deal about concentration of 

power, but here are companies where 
power is distributed, where enterpri&e 
is distributed. These are the small 
entrepreneurs and yet, for no reason 
at all, an extra 10 per cent has been 
imposed as a punishment on these 
companies. This is something that 
deserves to be opposed, and we oppose 
this particular provision. 

The second point is in regard to the 
Dividend Tax. The proposed dividend 
tax, as has already been argued, is 
something quite uncalled for. All 
dividend taxes till now have exceeded 
a certain percentage. In the past, when 
we had dIvidend tax in this country, 
it was lard dOWn that when a company 
gave a dividend over 6 per cent, then 
that percentage which was over 6 per 
cent would be taxed. Today, that 6 
Per cent would normally be 10 per 
cent. because the Finance Minister and 
all of us are agreed that both private 
and public sector enterprises have 
no right to exist unless they earn a 
return Of 10 per cent But this divi-
dend tax, which taxes you whether 
yO'll give a 1 per cent or 2 per cent 
or 10 per cent dividend is the most 
indiscriminate and arbitrary kind of 
taxation. It has not yet formed part 
of, or found a place on, the· statute-
book. It is, in fact, a disincentive to 
making a profit which is the yar4-
stick of efficiency. Therefore, this 
dividend tax itself deserves to be 
opposed. 

Finally, I would like to oppose 
amendment No. 80. This is about the 
most extraordinary of the lot. Amend-
ment No. 85 moved by the Finance 
Minister today, unlike most other 
amendments that he has· given notice 
of since the Finance Bill, is another 
burden which is of a retrogressive 
character. It says that private limit-
ed companies which already are going 
to paj' 60 per cent instead of 50 per 
cent will pay· 64 per cent, through the 
attraction of the dividend tax, if 73 
per cent or more of the capital of a 
private company is owned by charit-
able trusts and the income goes to 
the recipient. of charity. 
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[Shri M. R. Masani] 
I would have thought that' when 

charitable trusts and the reclpients 
were the beneficiaries of the profits 
Qf a company, special concessions 
might be given to them. But here ill 
a Finance Minister of a Government 
which happens to resent anyone else 
doing charity except the Government 
of India, and he seeks to penalise 
those companies where 75 per cent or 
more of the capital is held by charit-
able trusts. It is a most amazing 
proposal. It just shows that what we 
AYI is correct, that these people do 
not want anyone else to do anything 
for the people except themselves. If 
anyone is going to do a ,good deed, 
that "becomes an encroachment on 
the monopoly of Government. As 
Rajaji has on many occasions pointed . 
out, our budget proposals for the 
last two years strike at the roots of 
compassion and charity. We resent 
lIIlyone else doing charity\. The net 
result of this particular amendment 
is that on a company which was 
going to pay 60 per cent as a private 
limited company, now 75 per cent or 
more of the proceeds of that com-
pany which go to charity will pay 
M per cent in place of 60 per cent. 

The Finance Minister may say 
'What about the remaining 25 per 
cent? Supposing 24 per cent of the 
.-pIta! of the company is held by 
private interest and 76 per cent by 
charitable trusts, why should the 
remaining 24 per cent get the ad-
nntage?'. That is a fallacious argu-
ment. There is no advantage really'. 
Today, if you are not largely owned 
by charities you pay 60 per cent as a 
private limited company. So it is 
only fair that those who are not 
clta:ritable trusts should also' get that 
arne treatment. In other words this 
amendment penalises the ~rities 
that form part of such a companY' and 
the non-charities. Neither should be 
taxed because, on the hon. Minister's 
OWn statement, 60 per 'cent ill a fair 
tax for private limited companies. 
This amendment ill particularly pernl-
clous, becaU/le it strikes at the roots 

of compassion and charity, and, there-
fore, I st l'Ongly oPPOSe it. 

8hri T. T. Krislmamachari: I will 
deal with the last proposition raised 
by my nun. friend, Shri Masani. It 
is not qUI te so heeded as he thinks it 
is. He was referring to helping the 
l04-companies which have to declare 
their dividends compulsorily and do 
not form part of a manufacturing con-
cern which get the benefit of not 
having to declare it. We said, 'Well, 
if they have to compulsorily declare 
a dividend, then they! need not pay 
the dividend tax'. If on the other 
hand, they get by any provision of 
law the privilege of not having to de-
clare a dividend, naturally the divi-
dend tax is attracted. 

The firm that he has in view is the 
only one in question, where 75 per 
cent of the money owned goes to 
charity. He himself raised the point. 
Suppose you exempt that company. 
The 25 per cent Of the shareholders 
will get the benefit of not havin,g to 
pay dividend tax. In fact, I do not 
think he need have waxed eloquent 
on that matter, nor showered his 
usual choice epithets On my devoted 
head. I see this particular point. ' I 
cannot make any provision for it now 
on the spur of the moment, because, 
as I said these are the conundrums 
that come. We have iiven certain 
benefits to companies in which '75 per 
cent of the shares are held by charity. 
If now I alloW the same thing to be 
there, the other companies 'which 
have to compulsorily distribute their 
dividend will not be able to get the 
benefit of it. A very vast mass of 
them would be affected. 

I can assure my han. friend that 
the thing to do therefore, is to isolate 
those charities which get the dividend 
and give them something to offset the 
2-314 per cent or something like that 
which thCY' would be paying in excess. 
That will have to be thought of 'in 
another amendment. it can tell my 
hon. friend that I am having it exa-
mined. I cannot do it on the spur of 
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the moment because it bristles with 
difficulties. 

8hri M. B. Masul: Why legislate 
and then consider? 

8hri T. T. Krislmamaehari: The 
tlrm that he has in view is the only 
one that I know of. 

8hri M. B. Masani: That does not 
matter. 

8bri T. T. Krisluwnaeharl: It 1.1 
not a general case. There are not a 
hundred firms. Then if I allow for 
them, I am opening the lI.00dgates 
to the other people. I want to help 
people who are made compulsorily to 
dec1are their dividend. I cannot put 
a dividend tax on them. 

So there is a conundrum. Only one 
firm is affected. It is not Our inten-
tion to penalise charity. I had a re-
presentation day! before yesterday be-
fore We disPersed. I tried to rack my 
brain and called my advisers and exa-
mined if we could fit it in. We could 
not fit it in straightway. We have 
to think of some other method. Al-
ready there have been so many 
amendments. I do not want to have 
one more now. But I can tell my 
hon. friend that the matter is engag-
ing my attention. 

So far as the dividend tax is con-
cerned, hon. Members will realise 
that We have removed the super pro-
fits tax and also given certain con-
cessions to manufacturing companies 
making essential .goods. I have given 
them a 10 per cent concession. Money 
has to corne from' somewhere. We 
have to equalise it. Secondl:yo, when 
you give concessions to people to 
pJQugh in more moneys, yOU also 
have to have some disincentive. 

The quotation made from Lord 
Radcliffe's report on taxation 'is not 
appropriate in this case. It might be 
true in England where they wanted 
to do it that way so that it would find 
a fresh investment. In our case, ths 
corporate sector must be made to save 

a little more money so that it can 
expand. The position is completely 
different. I might as well say that 
it Illa'yl be that the Ininority report of 
the Radcliffe Commission applies more 
to us more than the majority report. 
There is no use quoting circumstanca 
which prevail somewhere else. 

If I have a slab, then the rate will 
be very high. Suppose I have a slab 
exempting 6 per cent. Then the rate 
will be very high. It will even have 
a more deleterious eft'ect on dividends 
than this will have. After all, the 
Government is not a charitable insti-
tution, as some companies might be. 
We have to make the money. I think 
the process, when we weigh the proe 
and cons, an addition of 2-314 per cent 
on the profits, on the dividends, 
which may have an inhibiting effect 
also on declaring big dividends is • 
thing which is not too bad. 

As I have said before, I have an-
alysed the balance sheet Of all the 
companies which have paid the Super 
Profits Tax. All of them will pay 
Jess; including the Dividend Tax and 
Surtax, they will pay much less. 
Some companies which were not pay-
ing will pay more. If by a process of 
capital arrangement they escaped the 
Super Profits Tax, they, cannot 
grumble if they have to pay a little 
more. This is a very well-considered 
tax, and I am not in a position to 
take it off. I am, therefore, unable 
to accept the amendments. 

As for the criticism that the whole 
taxation is wrong, I can say nothing. 
If it Ur wrong, it the view of the 
House is wrong, it is wrong. 

Another matter which my hon. 
friend Shri Morarka mentioned is the 
position of Section 104 companies. He 
asked whether something could' not 
be done to divide them into classes, 
and whether we could not take out of 
section 104 companies, thOSe in which 
there was a substantial amount of 
shareholding and there was no con-
trol. That again requires a consider 
able amount of examination, which it 
is not posstble to undertake now. 
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[Shri T. T. Krishnamachari] 
I do not think 60 per cent is going 

:to hit hard the small companies, as 
Shri Masani mentioned. In the case 
Of small companies, ,by my subsequent 
amendment, a 'company which is 
making Rs. 5 lakhs profit or anything 
less than that will only pay 'Up to 
110 per cent on the first Rs. 2 lakhs. 
"The average is R.!. 5 lakhs. If they 
are making only Rs. 2 lakhs, they will 

:Cet the 'benefit' of exemption. Srnall 
,companies are being taken oare of, 
and I see no reason to accept any 
amendment. ' 

As for the amendment proposed 
.by 8hri Kashi Ram Gupta as a revi-
.sion of the tax structure, for the time 
being I must, at any rate, concede, 
that mj'l advisers know better. 

8hri KaSbil Ram Gupta: My request 
is to make it 5 per cent instead of 6. 

1Ir. Depgty-Speaker: The question 
is: 

'0) Page 53, line 17-

tor "3,000", "3,300" and "3,600" 
substitute "3,200", "3,600" and 
"4,000", respectively. (78) 

(ii) Page !l3, line 19-

tor "2,000", "1,700" and "1,400". 
substitute "1,800", "1,400" and 
"1,000", respectively. (79) 

(iii) Page 57, line 2-

for "and distribution" substi-
tute "or distribution". (80) 

(tv) Page 57, after line 6, insert-

"Explanation.-For the purposes 
of this Paragraph and Part TIl of 
this Schedule, a company shall 
be deemed to be mainly engaged 
in the business of generation or 
distribution of electricity Or of 
manufature Or production of any 
one or more of the articles speci-
fied in the list in Part IV at this 
Schedule, if the income attributa-

ble to any of the aforesaid acti-
vities included in its total income 
for the previous year is not less 
than fiitY-one per cent. Of such 
total income." (81) 

(v.) Page 60, line 6-

lor "and distribution" substi-
tute "or distrlbution". 1(82) 

(vi) Page 61, for lines 7 to U, 
substitute-

"proviso (being such a com-
pany as is referred to in section 
108 of the Income-tax Act or any 
other company 8£ is referred to 
in claUse (iid) of sub-section (2) 
of section 104 of that Act) which 
has declared or". 1 (85) 

(vii) Page 61, line 22-

after "paid-up" insert "equity". 
(86) 

(viii) Page 61, line 34, after "a 
company" in.seTt-

"as is referred to. in section 
108 of the Income-tax Act and". 
(M) ~, 

(ix) Page 61, line 44, after ."Expla-
nation", insert "2". 

(x) Page 62, after line 16, insert-
"Explanation 3.-For the remo-

val Of doubts it is hereby declar-
ed that where any dividends were 
declared by the company before 
the commencement of the previ-
ous year and are distributed by 
it during that year, nO reduction 
in the rebate shan be made under 
sub-clause (c) of clause (i) at 
the second provIso in respect ~ 
such dividends". 

(xi) Page 62, for lines 36 to 41, 
substitute-

"on the whole income (exclud-
ing interest payable on any secu-
rity of the Central GovernmeI).t 
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UBued or declared to be income-
tax free, and interest payable on 
any security of a State Govern-
ment issued incomt-tax free, the 
income-tax whereon is payable 
b:v the State Government); ..... . 
. . . . . . . • . . . . .. 18% 2% Nfl Nll ... . 

(xii) Page 63, omit lines 5 to 11. 

(xiii) Page 63, line 39, omit" (i)". 

'(xiv) Page e3, line 44, omit "and" 
an.d. for "23 %" substitute "20%". 

(xv) Page 63, omit lines 45 to 48. 

(xvi) Page 64, line 4, for "and dia-
tribution" rubstitute "or distribu-
tion". 

(xvii) Page M, for line 31, substi-
tute-

"(2) Aluminium, copper, lead! 
and zinc (Metals)". 

(xviii) Page 64, line 32, for "i,ron 
ore and bauxite", rubstitute-

''iron ore, bauxite, manganele 
ore, dolomite, magnesite and 
mineral oil". 

(xix) Page 64, for lines 39 and 40, 
~ bstit te-

"(6) Equipment for the genera-
tion and transmission of electri-
city including transformers, cables 
and transmission towers". 

(xx) Page 65, for line I, substi-
tute-

" (11) Fertilisers, namely, 
ammonium sulphate, ammonium 
sulphate nitrate (double salt), 
ammonium nitrate (nitrolime 
stone), ammonium chloride, super 
phosphate, urea and complex 
fertilisers of synthetic origin con-
taining both nitrogen and phos-
phorous, ~  as airunonium 
pbosphates, ammonium sulphate 
phosphat!! and ammonium nitro 
phosphate.". 

(xxi) Page ~, for line 3, IUbstitute 
"(3) Tea." 

(xxii) Pace 65, after liDe 3, imllrt-

"(14) Electronic equipment, 
namely, radar equipment, com-
puters, electronic accounting and 
bUSiness machines, electronic 
communication equipment elec-
tronic control .iJnstr men~ and 
basic components, such as valves, 
transistors, resistors, condensors, 
coils, magnetic materials and 
micro wave components. 

(15) Petrochemicals includ.in6 
corresponding products manufac-
tured from other basic raw 
materials like calcium carbide. 
ethyl alcohol or hydTocarbans 
from other sources .... 

(xxidi) As a result of the insertion 
of two new items in the list, item 
(14) on Page 65 may be re-numbered 
as item (16). (103) 

(xxiv) Page 60, for lines 13 to 21, 
substitute-

"(iii) (A). in the case of a 
company which is wholly or 
mainly engaged iill the manufac-
ture or processing of goods or in 
mining or in the generation or 
distribution Of electriCity. or any 
other form of power and ~b se 
total income does not exceed 
rupees five lakhs, a rebate at the 
rate Of 30 per cent. on so much 
Of its total income as does not 
exceed rupees two lakhs and a 
rebate at the rate of 20 per cent. 
on the balance of the total income; 
and in addition, where the total 
income includes any income attri-
butable to the business of genera-
tion or distribution of electricity 
or of manufacture or production 
of anv one or more of the artt-
cles specified In the list In Part 
IV of this Schedule, a rebate at 
the rate of 5 per cent. on so 
much of such inclusion as does 
not exceed rupees two lakhs and 
II rebate at the rate of II per cent. 
on the balanct!, if any. of such 
includon, 
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[Mr. Deputy-Speaker] 
shall be allowed if-

(a) such company satisfiea 
condition (a) of clause (1); 
and 

(b) it is not such a com-
pany as is referred! to in sec-
tion lOS Of the Income-Tax 
Act; 

(B) in the case of any company 
wuh is not entitled to any 
rebate under sub-clause (A) of 
this clause, a rebate at the rate 
Of 26 per cent. on so much of. its 
total income as is attributable to 
the business of generation or 
distribution Of electricity or of 
manufacture or production of any 
one or more of the artIcles speci-
fied in the list in Part IV of. this 
Schedule; and at the rate of 20 
per cent. on the balance of the 
total income, 

shall be allowed if-
(a) such company satisfie. 

condition (a) of. clause (i); 
and 

(b) it is not such a com-
pany as is referred to in sec-
tion 108 Of the Income-Tax 
Act;". (ao:,> 

(%XV) Page 61, jlYT line 4, rubsti-
t'ILte-

"increasing the paid'-up capital 
except where such bonus shares 
or bonus have been issued whol-
ly out of the share premium 
account of the company after 
the 31st day of March, 19S4; and". 
(204) 
(xxvi) Page 61, ajteT line 43 

insert-
"Provided further that the 

super-tax payable by a company, 
which is wholly or mainly en-
gaged in the manufacture or pro-
cessing of goods or in mining or 
in the genQration or distribution 
of electricity or any other form 
of. power and which is not such 

a company as is referred to in 
section 108 of the Income-tax 
Act and the total income of which 
exceeds rupees five lakhs, shall 
not exceed the aggregate of-

(a) the super-tax which 
would have been payable by 
the company if its total in-
come had been rupees five 
lakhs ,( the income of rupees 
five lakhs for this purpose be-
ing computed as if such 
income included income from 
various sources in the same 
proportion as the total inCome 
of the company); and 

(b) fifty-five per cent. of 
the amount by which its total 
income exceeds rupees five 
lakhs. 

Explanation I.-For the pur-
poses of this Paragraph, a com-
pany shall be deemed to be main-
ly engaged in the manufacture 
or processing of goods or in 
mining or in the generation or 
distribution of electricity or any 
other form of power, if the in-
come attributable to any of the 
aforesaid activities included in its 
Itotal income fC1I' the previous 
year is not less than fifty-one 
per cent. of such total income." 
(205). 

The motion was adopted. 
Mr. Deputy-Speaker: Now I put 

amendments No!. 23 and 191) to the 
HOWle. 

The amendments were put and 
negatived. 

Mr. Deputy-Speaker: Amendment 
No. 125. 

Shrimati Sbarada Makerjee: I with-
draw. 

Mr. Deputy-Speaker: Has the han. 
Member the leave of the House to 
.... ithdraw her men~t? 
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Ron. Mem.bers: Yea. 
The amendment was, by leave with-

drawn. 

Mr. Depufy-Spealter: Amendments 
No. 1711, 176 and 178. 

Sbrl Monro: I withdraw. 

Mr. Deputy-Speaker: Has he the 
leave of the House to w.ithdraw his 
amendments? 

Roa. Memben: Yes. 

The amendments were, by leave, with-
drawn. 

Mr. Deputy-Speaker: Amendments 
No. 177, 197, 198 and 199. 

Shri Himatslngka: I withdraw. 

Mr. Deputy-Speaker: Has he the 
leave ot the House to withdraw hill 
amendments. 

ROil. Members: Yes. 

The amendments were, by leave, 
withdrawn. 

Mr. Deputy-Speaker: The question 
i£: 

'That the E1i1"st Schedule, as 
amended, stand part of the Bill." 

The motion was aaopted. 

The First Sched.ule, as amended, was 
added to the BiU. 

1Ir. Depaty-Speaker: The question .: 
--rhat the Second and Third 

Schedules stand part of the Bill." 

The motion was adopted. 

The Second and Third Schedules were 
added to the Bill. 

Mr. e t - ~r: The question 
1.1: 

"That Clause I, the Enactm, 
Formula and the TiUe stand part 
ot the Bill." 

The motion was adopted. 

Cl.alLse I, the Enacting Formula and 
the Title were added to the Bill. 

Shri T. T. KrisJuwnacbari: I be, to 
move: 

"That the Bill, as amended, be 
passed." 

Mr. Deputy-Speaker: There are 
seven minutes left. How much time 
does he want for reply? 

8hri T. T. Krishnamachari: It 
depends on how many pepo1e speak. 

Mr. Deputy-Speaker: have to 
guillotine at 5 0' Clock. One or two 
minutes each. 

Shri Ranga: I have to say that we 
do not see any reaSOn why we should 
change the attitude we have adopted 
during the second reading of the Bill, 
that is to oppose it. 

I find that this Bill, the whole of 
the Budget, the whole policy ot the 
Government for which these two 
stand, are so unpopular, . . . 

Shri T. T. Krishnamachari: And the 
whole Government. 

Shri Ranga .... and opposed to the 
peasants, workers, traders, merchants, 
industrialists and every class of peo-
ple, except the bureaucracy and the 
Government and the ruling party that 
they stand for. 

I would like to put a few ques-
tions to Government. Is it going in 
any way to assure remunerative 
prices tor agricultural producers or 
minimum wages for agricultural 
workers? I say no. 

Will prices be brought down? Let 
them say they will be brought down. 
I l8y no. ,.. 

Can inftation be stopped by all that 
they are going to do? More than 
Rs. 10,000 crores they are going to 
distribute among the people in one 
way or otber. Inflation will increase 
with all its evils. 
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[Shri Ranga] 
Will State enterpri.!es be better 

managed? We know what is hap-
pening. 

Will State trading benefit consu-
mers, reduce prices and eliminite 
profiteering? I say no. 

Will they reduce the cost of admin-
istration? Every one knows that it is 
no. 

Will they put down corruption? 
They themselves are admitting the 
impossibility of it, by not accepting 
the proposal that is being made to 
appoint an Ombudsman. 

Will the dams and other projectlJ 
which are being built, be built by 
honest people? The Santhanam Com-
mitte said that 33-113 per cent of 
whatever is being granted is being 
swallowed to the tune of Rs. 500 
crores by contractors and other people. 
Will our national debt and foreign 
debt be reduced? More than Rs. 350 
crores are being set apart in order to 
meet these burden of debt services. 
Will reckless spending and improvi-
dent budgeting by Centre and States 
be stopped? No. And the States are 
being paid Rs. 15 crores every year 
in order to enable them to meet their 
ways and means. Will tax burdens 
be reduced? My hon. friend the 
Finance Minister has given the ans-
wer: no; they will not be reduced. 
I warn people, every class of people 
in this country that tax burdens will 
not be reduced: excise duties will not 
be reduced. That is what he has 
said. Will the Jaggarnaut of nation-
alisation be stopped? No. They want 
to develop it. What about the rice 
mills? What about the flour mills? 
They want to nationalise all this. 
They may take up banking after a 
while. Is anything substantial done 
to promote agriculture and increase 
the incentives to the peasants? No. 
But will they at least give t. the 
positive and mischievous disino'm-
tives? Will they encourage privste 
enterprise? No. They will not look 
Upon entrepreneures as useful citizens: 
they give licences after five e r~ 

after an application i.! made and 
thereafter they will haul them up and 
say: you have not fulfilled your pro-
mise to organise the industries so get 
out of it. Will they provide 
houses in the rural areas? No. The)' 
will do so only in towns, in some 
slums. Will they raise the status of 
teachers, non-gazetted officers? Will 
they plan for the people and not for 
the party and bureaucracy? Will they 
be trusted to provide employment to 
people when they are putting five 
million goldsmiths out of employment? 
In addition, can they tackle tbe 
refugee problem? 

Mr. Deputy-Speaker: The hOIL 
Member's time is up. 

Shri Ranga: There is still five 
minlltes for me. Will they abandon 
the present wrong and disastroua 
notion that traders and merchants 
are anti-social class and therefore, 
everything should be done by the 
Government to discourage them and 
destroy their' employment? Will 
they accept the self-employed eco-
nomy as the basic progressive feature 
of our society? Can the Government 
ensure a national campaign to fight 
not only pests against crops; but also 
the new pests like corruption, pests 
like bureaucracy which are throttling 
the people? All these questions are 
going to break this Government not 
only during this year but during the 
whole course of the next three years, 
and my hon. friend the Prime Minis-
ter and the gamut of the Ministers 
will be arraigned before the people 
on these and many other issue8. 
They will have to give answers. They 
may find no full answers to be given 
in this House; they will have to eive 
these answers to the public at large, 
in every village, in every town and 
every mohalla and we shall see In 
1967 what is going to happen and the 
Government shall have to accept un. 
challenge. 

Shri T. T. Kr.Islmamaehari: Sir ...• 
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8hri U. lII. TrIvedi: I will take only 
one minute. 

Mr. Dep_t:,-8peaker: I will han to 
~il1 tine at 5 0' clock. 

810i U. M. TrlYe4i: I am not ,oln, 
:0 make a long speech now. Only one 
luestion. So many amendment! have 

~en coming to the Finance Bill from 
he Finance Minister. Does it not 

dicate that the whole Finance Bill 
had been rushed through in an 1m-
mature manner without any thought? 

8hri T. T. Kri!lmamachari: Sir, I 
have explained Government'! poli-
cies in various speeches, the Budget 
speech, in my reply to the general 
discussion. We firmly believe that 
the policy that we are now followinl 
is the correct one that it is intended 
tor the benefit of the people... 

8hri Kanp: No. 

Shri T. T. Krishnamachari: My hon. 
friend asked me questions-a hund-
red questions. If he asks me another 
question: will the Swatantra Party 
go to sWarg? I will say-no. They 

Ering, Shri D. 

are doomed and need to have dOJl&-
tion. . . (Inte7T1Lpticms.) 

All a matter of fact, I am prepared. 
to take thia challenge. 

Shri 1taDp: You did not take it at 
the time of elections. 

Shri T. T. Krislmamachari: Thla 
party which Mr. Ranga has strayed 
into is using a very respectable name 
as a clock for their sins. 

8hri Kanp: Certainly not. 

Shri T. T. :&:rishnamachari: I thiDk, 
Sir, the answer will be found by the 
Congress in 1967. I hupe Shri RanP" 
will live until then. 

17.00 hrs. 

[MR. SPEAKER in the Chair} 

Mr. Speaker: The question ia: 

"That the Bill, as amended, be p<la,e(I-

The Lok Sabha divided: 

[17.00 hn. 

Ayes 
Attamma Deri. Shrimati 
AI ... Shri A. S. 
Alva. Shri Joachim 

Gajn.j Sinab RIO. 3hri 
Gandhi, Smi V. B. 

Mallick. Shrl 
Manaen. Shrl 
Mandai. Shri 1. 

Aney, Dr. M. S. 
Arunachalam, Shrl 
And. Shri Bhapat lb, 
Babunath Sinsh, Sbri 
Btl Kri.hna Swab, Shri 
Barman. Shri P. C. 
B'IIPPI, Shri 
BISum.tari, Shri 
Bhagat, Shri B. R. 
Bra;eshwar Prasad, Shri 
Chondrabhan Sinah. Shri 
Oaandruekhu. Shrimati 
Chandriti, Shri 
Chaturvedi. Shri S. N. 
Chuni Lat, Shri 
Duo Shri B. K. 
n ... ppa, Sbri 

Dey. Shri S. It. 

DhuleshwlU' ~e '. Sbri 

Dl/Ihe. Shri 

Ganga Dcyi, Shrim.ti 
Hansda, Sbti SubocDl 
HanUl.i. Shri AnIU 

Himataingka, Shri 
I.db,v, Shri TulIhldu 
lOlhi, Shri A.. C. 
Kahir, Shri Hamayun 
ICa;rolkar, Shri 
Kanungo, Shri 
Karuthirurnan, Shri 
Kayal, Shri P. N. 
Keishing, Shri Riahma 
Khan, Shri Otman Ali 
Khan, Sbri Shahnawu 
Khanna, Shri Mehr Clwlc1 
Kotoki. Shri Lil.dhu 
Kri.hnamacbari, Shri T. T. 
Lalit Sen, Sbri 
Laskar, Shri N. R. 
Nahtab. Sbri 
MOOch...,i. Shri 

MandaI. Shri Yamana Pra .. d 
Mantri. Shri 
Maruthiah. 5mt 
Mathur, Shri Harish Chmdra 
Melkote. Dr. 
Menon, Shrl Kri.hn. 
Mirza. Shri Baku Ali 
Mi.hra. Shri Bibudhendn. 
Mohiuddin. Shri 
Motarlta. Shri 
More. Shri K. L 
Mukeriee. Shrimati Sharda 
Munini. Shrj David 
Murthy. Shri B. S. 
Muthiah. Shri 
NUt. Shri D. 1. 
Nayak, Shri Mohan 
Nayar. Dr. Suahila 
Paliwal. Shri 

n~ Shri K. C. 
Patel, Shri Chhotobbal 
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Patel, Shri Man Sinh P. 
Patel, Shri P. R. 
.t~l. Shri RajClhwu 

Patnaik, 8hri B. C. 
I'IIlIabhi Raman, Shri C .... 
Prabhakar, Shri Na .. l 
Pra"p Singh, Sbri 
It.achUDllth Singh, Sbri 
Raah_,Sbrl 
Raja, Shri C. R. 
Raideo Siagh, Shri 
Ra;u, Dt. D. 9. 
Ram, Shri T. 
Ram Se_, SbrI 
Ram Subhaa Singh, Dr. 
Ram •• wamy, Shri V. K. 
Rane, Shri 
a.o. Dr. K. L. 

Bade, Shri 
Basant KWlwari, Sbrtmati 
Buto Singh, Shri 
Deo, Shri P. K. 
Gubhanm SbrI 
~ n  Pal Sin.h, Sbri 
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Rao, Shri Jaganatha 
Rao, Shri KrishanamoorthJ 
Rao, Shri Ramapathi 
Rawandale. Shri 
Ray. Shrimati Renut. 
Reddy. Shrimati Yuhoda 
Roy. 8hri Bishwanath 
Shah, Shri MonublW 
Sham Nath, SbrI 
Sharma, 8hri K. C. 
Shea Narain, Sbrl 
Siddanlln;appa, Sbd 
Siddiah. Shri 
Sidbe,hwu Pruad, Sbli 
Sinha, Shri B. P. 
Sinha, Shri Sa .. a ~ .. 
Sinha, Shrim.ti Tarketkwui 
Sinha.an SiDah, Shri 

Lahri Siosh, Shri 
Masani, Shrl 
Mohan SwaruP. Shrl 
Range. Shri 

Noes 

ileddy, Sbri Narasimha 
Seth, 8hri Bi,hanchandcr 
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SubbaramaD, Shri C. 
Subramaniam, Shri C. 
Subbramanyam, Sbri T. 
Swamy. Shri M. P. 
Tantia, Shri Ramelhwar 
Tiwary, 8hri R. S. 
Tyagi, Shri 
Uikey. Shri 
Upadhy.y •• 8hri Shin Dutt 
Vaiah11l, 8hri M. B. 
Varma, 8hri Raviodra 
Vecnbuow .. Shri 
Veerappa. Shri 
Vewtuuhbaiah, Sbri P. 
Vidyalankar. Sbri A. N. 
Wadiw., Sbri 
Yada., SbrI Ram Harth 
V.dava. Shri B. P. 

Singh. Sbri Y. D. 
Siogha, Sbri Y. N. 
Solanki. Shri 
Trivedi. Shri U. M. 
Yubpal Singh, Sbri 

Mr. Speaker: The result of the 
Division is: Ayes 125; Noes 17. 

of the Business Advisory Committee. 

~ motion was adopted. 

BUSINESS ADv]SORY COM-
MI'lTEE 

TwENTY-SIXTH REPoRT 
Shri Bane (Buldana): Sir, I beg 

-,to present the 'I1wenty-sixth Report 

17.05 hl'!J. 

The Lok Sabha then adjourned till 

Eleven of the Clock 011 Tuesday. 

April 22, 1964/Vailakha 2, 1886 

(Saka). 




