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Ordinance, 1964 (No. 3 of 1964); the 
short title of the Bill is also the same. 
The long title for both are also the 
same. While introducing the Bill, the 
Minister in cha!rge mentioned the 
long title. mentioned the short title. 
Otherwise, ·both the long title and the 
short title are identical and the rea-
sons have been given. 

Shri Bari Vishnu Kamath (Hosh-
angabad): By your leave, 3in import-
ant point arises out of the statement 
just now made, and that is this. A3 
far" as I am aware, the list of busi-
ness or agenda is drafted, prepared 
and finalised in the Lok Sabha Sec-
retariat and it bears the imprimatur 
of the Secretary. So, any error ap-
pearing in the agenda or the list of 
business will be laid at the dOOr of 
the Secretary. It is not clear whether 
in this case it has been the responsi-
bility of the Ministry Or of this Sec-
retariat. Where did the mistake creep 
in? 

Mr. Speaker: He has stated that. So, 
he C'an only say that even if the mis-
take !tad been made in the Ministry, 
it ought to have been corrected by 
this Secretariat, our office. 

Sbri Hari Vishnu Kamath: Who 
made the mistake? 

Mr Speaker: The Ministry. 

Shri Hari Vishnu Kamath: Let the 
Minister a<lmit that. In one place the 
long title was quoted and in another 
place the short title. 

Shri Hathi: I admit it I do not want 
to blame the Secretariat here. 

Shri H. V. Kamath: Then it is 
alright. 

12.52 hrs. 

WEALTH-TAX (AMENDMENT) 
BILL-contd. 

Mr. Speaker: The House will now 
take up clause by clause consideration. 

Out of 5 hours anotted, 3 hours and 
.0 minutes have been taken and 1 
hour and 20 minutes now remain. 

Clause 2.-(Amendment of section 2). 

Amendments made 

(i) Page 2,-
omit lines 7 and 8 (41). 

(ii) Page 2, line 9,-
omit "(ii)". (42). 

(Shri B. R. Bhagat) 
Shri Man Sinh P. patel (Mehsana): 

As my amendment No. 22 had been in-
corporated in the Government amend-
ment, I am not moving It. 

Mr. Speaker: The question is: 

"That clause 2, as amended, 
stand part of the Bill" 

The motion was adopted. 

Clame 2, as amended, was added to 
the Bill. 

Clame 3 was added to the Bill. 

Clause 4.-(Amendment of section 4). 

Shri N. Dandeker: I beg to move: 

Page 4,-
ajte-r line II, insen-
'( aa) the following proviso 

shall be inserted at the end, name-
ly:-

"Provided that the provisions of 
this sectiOl' shall not apply to any 
transfer made before the 1st April, 
1964"" (23). 

The object of this amendment, very 
briefly, is this. The present Act states 
that certain transfers of property by 
the husband to th2 wife, by the father 
to his children or by a male person in 
the long-term interests of his wife 
and children should be included in the 
wealth of the transferor. The new 
amendment applies this to an "indivi-
dual" sa that whether the transferor 
is a male or female, transfers by both 
are taken in. So far the principle is 
all right. Now I come to the amend-
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ment which I have proposed. At the 
time the Wealth-tax Act was passed, 
transfers made until the date on which 
that Act came into force were exclud-
ed. Correspondingly, the only object 
of the amendment that I have brought 
is to say that the provisions of thi. 
section, namely, transfer section where-
by the transferred property would be 
included in the property of the trans-
feror shall not apply to transfers made 
before the 1st April 1964. I hope 
Government will find it possible to 
accept it. It is exactly in accordance 
with the provisions of the Wealth-tax 
Act, at the time it was brought in, in 
relation to transfers which took place 
before the Wealth-tax Act came into 
force. My amendment aims at pre-
cisely the same thing. 

The Minister of Planning (8hri B. R. 
Bhagat): We are not in a position to 
accept this amendment. The Wealth-
tax Act has been in operation since 
1957. In the other amendments that 
we have proposed we have already 
tried to give effect to some of the ex-
emptions made applicable in the Gift 
Tax Act. This will be effective in 
respect of the transfers to which the 
increased rates of taxes introduced by 
the Finance Act, 1964 and the latter 
Act will be applicable. It will con-
siderably mitigate the effect of sec-
tion 4. Therefore, it is not possible to 
accept this amendment. 

Amendments made: 

(i) Page 3, 

to?' lines 27 to 34, substitute ,-

'(a) in sub-section (1)-

(i) for the words "there shall be 
included, as belonging to 
him", the words "there shall 
be included, as belonging to 
that individual" shall be sub-
stituted; 

(ii) in clause (a)-

(A) for sub-clauses (i), (ii) 
and (iii), the following sub-

cla1U~ mill be IlI.h.tituted, 
namel,.:- (1). 

(ii) Page 4,-

after line 11, insert--

'(B) the following proviso shaH 
be inserted at the end, name-
ly:-

"Provided that where the trans-
fer Of such assets or any part 
thereof is either chargeable to 
gift-tax under the Gift-tax Act, 
1958 (18 of 1958) or is not charge-
able under section 5 of that Act, 
for any assessment year commenc-
ing after the 31st day of March, 
1954 the value of such assets or 
part'thereof, as the case may be, 
shall not be included in comput-
ing the net wealth of the indivi-
duaL .. .'; (2) 

(Shri B. R. Bhagat) 

Mr. Speaker: I will now put amend-
meht No. 23 of Shri Dandeker to the 
vote of the H:ouse. 

Amendment No. 23 was 'PUt and nega-
tived. 

Mr. Speaker: The question is: 

"That clause 4, as amended, 
stand part of the Bill". 

The motion was adopted. 

C!a!l.$e 4 as amended, was added to 
, the Bill. 

Clause 5.-(Amendment of section 5). 

Shri N. Dandeker: I beg to move: 

Page 5,---4.fter line 6, insert-
• (iii) the following further pro-

viso shall be inserted at the 
end, namely:-

"Provided further that the value 
of shares of a newly established 
Company held by the assessee 
shall not be assessed for Wealth-
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tax for a period of five years from 
the establishment of the Company 
in question.".'. ",(24). 

1 would like to say just one word 
about this. The object of this amend-
ment is the same as the one contained 
in the Principal Act, with purely a 
verbal change. When the Wealth-tax 
Act came in, investments in new in-
dustrial undertakings were excluded 
from the term "wealth". I am asking 
for a similar exclusion in tIlls parti-
cular clause. The point I wish to 
make is this. I think there is every 
need to give encouragement for in-
vestment in new undertakings. I am 
sure the Government is aware that 
among the many reasons for the slac-
kening of general industrial growth 
and for the extremely slack activity 
in the stock exchanges over the last 
year or two has been the fact that 
new investments are not coming in. 
Now, in the original Wealth-tax Act 
new investments in industrial under-
takings were excluded precisely fo, 
the reason that investments in such 
undertakings should be encouraged. 
The amendment which I have moved 
is to the same effect. I have some 
knowledge of the effect which this 
IIOrt at provision in the original 
Wealth-tax Act did have upon the ex-
tent to which private investors at all 
levels, whether assessees or not, were 
attracted to new industrial under-
taking!!. 

13 blS. 

I have also experience, particularly 
over the last two years, how companY 
floatations have become increasingly 
difficult and how it is almost impossi-
ble to raise additional cllPital without 
going to institutional lenders. I do 
hOPe that Government will see the 
point that whatever may he the case 
for encouraging industrial develop-
ment, an essential element in such in-
dustrial develppment is that invClIt-
mellt for the first five ye/ll"s in it 
should lie exempt from wealth.tu. 

Th~ re~ f91" ~g fllf tllat 18 IIDt 
8ODletin, theoretieal but the practical 

BiLe 
fact that almost every company of any 
consequence that has been floated in 
recent years does not pay any divi-
dend during the first four or five years. 
There may be exceptions, but in most 
cases, particularly in heavy engineer-
ing and in industry where the period 
of gestation and the period of initial 
development is long, there are no divi-
dends in the first three to five years. 
The original provlsions in the Wealth-
tax Act whereby investments in new 
undertakings were exempted was, I 
think,very sound and the amendment 
that I have suggested is to restore that 
by way of a simple proviso such as I 
have proposed. 

Shri B. R. Bhagat: I am sorry, I am 
not able to accept this amendment be-
cause as the hon. Member has said, it 
will ~estore the original position of 
the Act when it was passed in 1957. It 
is true that at that time he Wealh-
tax Act contemplated exemption, but 
In 1961 when the Income-tax (Amend-
ment) Act was passed, section 84 of 
the Income-tax Act provided sufficient 
exemptions to new companies. There-
fore, taking the two together, at that 
time it was considered that it will 
be a better way of providing relief. 

Shri N. DaIldeker: I have not told 
him ahout the income-tax at all; I 
have told him about the wealth-tax. 

Shri B. R. Bhagat: I am giving the 
reason, namely, that in 1961 when 
the Income-tax Act was amended. 
section 84 provided similar exemptions 
to new undertakings. Therefore at 
that time It was felt that both these 
concessions were not necessary and 
this exemption under the Wealth-tax 
Act is being taken away. 'I'Ilere is no 
case. according to me, for i~ restor .... 
tion. 

1Ir. Speaker: I will PUt _ 8lI.end-
ment of 8hrI Dandeker (No. 14) to the 
vote of Ule 1Iouae. 

A~ No. " ,.. put G1Id !lega.. 
tlwd. 
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Mr. Speake&': The question is. 

''That clause 5 stand part of the 
Bill". 

The motion was adopted. 

Clause 5 was added to th.e BiI!. 

Mr. Speaker: 1 shall now put clauses 
6 to 17 to the vote of the House. Th2re 
are no amendments to them. 

Shri N. Dandeker: Sir, 1 want to 
oppose clause 7, the whole of it. 
Clause 7 is concerned with the amend-
ment of section 7 of the principal Act 
in a most important way and 1 will 
ask the indulgence of the House to 
allow me to expound why 1 think it 
is altogether wrong. 

Section 7 of the Wealth Tax Act, 
which is basic to the charging of 
wealth-tax, is concerned with the 
manner in which the value of an asset 
for the purposes of wealth-tax com-
putation is to be determined. The 
section reads as follows-I am reading 
sub-section (I) of section 7 of the 
principal Act, that is, the Wealth-tax 
Act:-

"The value of any asset, other 
than cash, for the purposes of this 
Act shall be estimated to be the 
pri~e which is the opinion of the 
Wealth-tax Officer it would fetch 
if sold in the open market on the 
valuation date." 

Clause 7, sub-clause (a) of the 
amending Bill seeks to insert the 
words-

"Subject to any rules made in 
this behalf". 

as the opening words of sub-section 
0) of section 7 of the Wealth-tax Act. 

submit that this would virtually 
destroy .sub-section (1) of section 7 
of the Act completely. 1 cannot under-
stand how the price of an asset which 
In the opinion of the Wealth-tax Offi-
cer it would fetch if sold in the open 

market on the valuation date can be 
the subject of rules to be framed by 
the Central Board of Direct Taxes. 
What the section requires is the price 
which in the opinion of the Wealth-
tax Officer not of the Central Board 
of Direct Taxes or anybody else, that 
assets would fetch if sold in the open 
market. If one has some regard to 
the meaning of those words which 
still remain the principal provision in 
section 7 as regards valuation, the 
insertion of the words "Subject to any 
rules made in this behalf" seems to me 
somewhat ridiculous. But 1 do not 
merely want to say that it is ridicu-
lous; 1 think, it destroys the whole 
section, the entire basis and it ren-
ders it infructuous. 

However 1 imagine that the cons-
titutionality of it has been examined. 
Whatever may be the u!tTa vires or 
intra vires nature of the proposed 
'rules according to which somehow the 
'Value at which the asset can be sold 
in the open market will be determin-
ed in accordance with the rules, it 
seems an incredible proposition that 
somebody can propound rules as to 
the value at which an asset can be 
sold in the open market. 1 myself 
think such Rules would be ultra vires. 

But 1 do not wish to leave it at that; 
1 wish to say that it destroys the en-
tire fundamental basis for the valua-
tion of assets in reference to which an 
assessment has to be made. Either 
the Government must say that the 
value of an asset should what they 
think it is and leave it at that; or they 
must say that the valuation of the 
asset shall be in accordance with the 
principles laid down in section 7 of the 
principal Act itself. 

As I said yesterday, I am aware that 
in regard to certain specific assets 
there could be practical difficulties of 
ascertaining their value in accordance 
with this particular provision, namely. 
what they would fetch, in accordance 
with the opinion of the Wealth-tax 
Officer. if sold in the open market. 
And 1 would fully understand it, if 
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the proposal was for the removal of 
doubts in regard to such peculiar type 
,of assets. I may mention, for instance 
the valuation of interest in expectancy 

.In a reversionary estate; there is also 
difficulty, for instance about the 
valuation of pensionary' benefits where 
:it is a commutable pension. I could 
name two or three other types of 
. assets where there could be great 
difficulty in opinion about what they 
"Would fetch if sold in the open mark-
.et. But in order that, in those parti-
..eular cases, guidelines may properly 
be laid down by way of rules for the 
purposes of their valuation; the pro-
'Position that the entire net or gross 
-estate minus debts of a person should 
'be valued in accordance with execu-
tive rules while, at the same time, 
,piously chanting that such value would 
be the price which it would fetch, if 
sold in the open market, seems to me 
"to render the whole thing utterly 
meaningless. 

I do feel that it is a very serious 
'proposition. It is no more and no less 
than the proposition that the valuation 
of the net estate of a person for the 
purposes of assessment to wealth-tax 
shall be what the Central Government 
decides by framing rules on the sub-
ject. 

Turning now to sub-section (2) of 
the principal Act, which is sought to 
be amended by sub-cia use (b) of the 
proposed clause 7, the present sub-
-section (2) of the principal Act reads 
"thus:-

"Notwithstanding anything COn-
tained in slib-section (1) "-

-which I have iust now dealt with-

"where the assessee is carrying 
on R business for which accounts 
are main11ined by him regularly, 
the Wealth-tax Officer may, in-
stead of determining separately 
the value of each asset held by 
the assessee in such business, 
determine the net value of the 

:assets of the business as a whole 

Bilt 
having regard to the balance-
sheet of such business as on the 
valuation date and making such 
adjustments therein as the circum-
stances of the case may require;". 

I think, this is an admirable sub-sec-
tion. It gives to the Wealth-tax Offi-
cer adequate latitude in terms of the 
circumstances of the particular case 
to make adjustments to the net assets 
as shown in a balance-sheet drawn up 
by an assessee who maintains accounts 
regularly. It is now sought to amend 
it thus. Instead of the words "the 
circumstances of the case may re-
quire", they wish to put in the words 
"may be prescribed", that is to say, 
prescribed by ru' es 

Here again, n perfectly good provi-
sian of law which may present some 
difficulties in practice,-I have no 
doubt that it does present difficulties 
and I should be very surprised if 
assessment of taxation, whether it is 
of income, wealth, expenditure, gift 
or estate duty, did not present difficul-
ties-is sought to be amended in this 
absurd manner. To get over the diffi-
culties by abandoning the principles, 
and by saying that the valuation in 
given circumstances shall not be de-
pendent upon the circumstances of the 
case but shall be dependent upon some 
kind of rules that may prescribe the 
mode of valuation, it seems to me, is 
virtually throwing out of the whole 
thing completely and allowing the tail 
to wag the dog. 

I strongly oppose this clause and I 
submit that thl! Minister should agree 
that it ought not to be there. 

Dr. M. S. Aney (Nagpur): I entire-
ly agree with what Mr. Dandeker has 
just placed before the House. By hav-
ing this amendment, it comes to thi •. 
There is already a well-defined crite-
rion in the old Act as to how the value 
of any asset can be determined and 
that practice is that it shall be in ac-
cordance with the estimate of the price 
which in the opinion of the Wealth-
tax Officer would fetch if sold in the 
open market. The price prevailing in 
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the open market is there and the 
Wealth-Tax Officer is required to base 
the estimate taking into consideration 
the price in the open market. That is 
the criterion for assessing the value. 
Now, this amendment comes to this. It 
says, it will be subject to such rules 
that may be prescribed. I cannot ima-
gine if they have got any other crite-
rion in their mind. They should let 
us know that. What is going to be 
the criterion then? We are required 
to give assent to this Bill but we must 
know what is the other criterion. The 
assesses are ignorant of what is the 
criterion which the Government is 
going to adopt in regard to the valua-
tion of the assets. I think this IS 1m 
innocuous position, a very ambiguous 
position. The language which was 
quite unequivocal and well-defined in 
the original Act is, on account of the 
change which is being made, being 
made uncertain. I do not think it is an 
improvement on the position of the 
Law as it is. 

Similarly, by taking away the words 
"the circumstances of the case may 
require", the Government is taking 
away the basis On which it is possible 
for th" Wealth-Tax Officers to come 
to a conclusion as regards the matter 
covered by sub-section (2) of the Act. 
Taking away the words "The circum-
stances of the case may require", what 
Is the basis on which he has to esti-
mate? It is as may be prescribed by 
the rules. It is aIr left to be deter-
mined later on under the rules to be 
prescribed of which we have no know-
ledge. We are called upon to give a 
blank cheque so far as this matter is 
concerned. 1 think the better course 
for the hon. Minister would be to 
accept the amendment moved by my 
Ilon. friend. With theBe words, I 
oppose this clause. 

SIIri Nam1tlu: I am ~ I have to 
cill!er with what my hon. frI_d Mr. 

Dandeker has said on this question. 
Section 7 says: 

"The value of any asset, other 
than cash, for the purpose of this 
Act, shall be estimated to be the 
price which in the opinion of the 
Wealth-Tax Officer it would fetch 
if sold in the open market. ..... ". 

It is not that it will be whalever the 
price that will be obtained if sold in 
the open market. Here, it says, " .... 
in the opinion of the Wealth-tax Offi· 
cer .. ". His opinion is being considered 
as to what it would fetch if sold in the 
open market. Therefore ,that Wealth-
Tax Officer is given a discretion to de-
'cide as to whether this would fetch 
such and such an amount. Here, by 
the insertion of the new clause, that 
lopinion of the Wealth-Tax Officer is 
circumscribed by the rules to be fram-
ed thereunder. Therefore, he cannot 
have his OWn opinion. If the words 
"it would fetch if sold in the open 
market. ... " alone were there, then 
this amendment would be bad. If 
these words namely "In the opinion 
of the Wealth-tax Officer" continue to 
be there, then there must be an autho-
trity to qualify his opinion. Thetefore, 
this amendment which has been 
,brought in is proper. Otherwise, I 

. would think the Wealth-Tax Officer 
would do things against the interest 
of the ""xchequer. That danger is there 
because he may be influenced by the 
assessee. In order to make it a little 
more strict and stringent, this amend-
ment has been brought in. 

With these words, I support this 
lclause, 

Shri B. B. Bhagat: Mr. ~er. Sir, 
yesterday on the first-reading stage, this 
matter was raised and the Finance 
Minister elaborately dealt with this 
and, therefore, alffiousl\ the Ilon. Mem-
bers have ra~ed thO!M! points again, I 
would lI."t like to go into elaborate 
details j \lit repeating the arguments. 
But brieJly. I wlNld say that the con-
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Bill 
cept of market value in certain cases 
is difficult to determine. There are 
well-defined shares .but they are pri-
vate companies which are not quoted 
on the market and it is difficult to 
determine their market value. Even 
the market value as such fluctuates 
every day, from day to day, and, there-
fore, what ia sought to be achieved is 
that instead of leaving any estimation 
of this market value to the va1uers 
or the Wealth-Tax Officers who are 
guided by not well-defined principles 
but just by ad hoc basis and this basis 
may change from individual to indi-
vidual, or from valuer to valuer, we 
will have the prescrtbed rules. What is 
being substitutl!'d is that a set of rules 
will be provided and the Finance Min-
ister has assured the House that the 
rules will be equitable and fair and 
more than that these rules will be 
placed before the House and the Mem-
bers can judge, before they are adop-
ted, whether the rules are fair and 
equHable or not. This is a better basis 
of valuation. 

Shri N. Dandeker: Not a basis at 
all. 

Mr. Speaker: The question is: 

"That clause 6 stand part of the 
Bill". 

The motion was adopted. 

ClaU8e 6 was added to the Bill 

Mr. Speaker: The question is: 

''That clauses 7 to 17 stand part 
of the Bill". 

The motion was adopted. 

Clauses 7 to 17 were added to the Bill 

Clause 18.- (Substitution of new sec-
tion ferr section 18) 

Mr. SlJeIIker: Are there any amend-
ments to be moved? 

Sbri V. B. Oaadhi (Bombay Cenkal 
South): I beg to move: 

(i) Page 11, line 20-

omit "Commissioner or ApJ;IIIl-
late Tribunal". (5) . 

(i) Page 12, lines 4 and 5,-
omit "Commissioner or the Ap-

pellate Tribunal". (10). 

(iii) ''Page 12, line 39,-

for "two years" substitute "one 
year". (11). 

Mr. Speaker: Any other amend-
ments to be moved? 

Shri N. Dandeker: My amendments 
are No. 25, 26, 27 and 28. 

Mr. Speaker: Amendment No. 28 is 
the same as No. 11 which Mr. Gandhi 
has moved. 

Shri N. Dandeker: That is right. 

Mr. Speaker: Then, he may move 
Amendment Nos. 25, 26 and 27. 

Shri N. Dandeker: I beg to move: 
(i) Page 12, lines 4 and 5,-

omit "which shall not be less 
than ten per cent. but" (25). 

Oi) Page 12, lines 10 and 11,-
omit "which shall not be less 

than twenty per cent. but" (26). 
(iii) Page 12-

omit "lines 15 to 23" (27) 
Shri V. B. Gandhi: I would like my 

two amendments No.5 and 10 to be 
considered together for they deal with 
the same question. 

13.19 hr!I. 

[MR. DEPUTY-SPEAKER in the Chair] 

The object of these two amendments 
is to vest the power to impose penel-
ties only in the Wealth-Tax Officer 
and the Appellate Assistant Commis-
sioner. In the existing Act, the autho-
rities which are vested with this 
power are the Wealth-Tax Offioers, 
the Appellate Assistant Commissioners 
and the Commissioner and also the 
Appellate Tribtmal. So, in this Bill 
also the same list ifl eontinued. But 
actually it seems that there has been 
some rethinking on -this SlJbject, and 
we see U1at ·in the Income-tax Act of 
19i1 unw section 2'11-this Act is t;b.e 
parallel legislation-the JlIIlUe at the 
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Commissioner has been omitted. And 
.also later on the Law Commission re-
co~ended tnat the name of the ~
pellate Tribunal should also be omitted 
from the list of authorities vested with 
·the powers to impose those penalties. 

I am quite sure that the Government 
has considered this question, since 
they have disregarded this latter 
thinking on the subject and chosen to 
retain the original four names in the 
list. At least,' if they have any good 
reasons, they have not been made 
Known to us. I would urge upon the 
Minister to please inform this House 
exactly how and why Government de-
·cided to retain the four names-that 
is, the names' of the Wealth-Tax Offi-
cer the appellate assistant commis-
sio~er, the commissioner and the appel-
~ate tribunal. 

Now, Sir, I would go on to my 
amendment No.9. I do not propose to 
move this amendment for the reason 
that yesterday in the House the 
Finance Minister expressed the opinion 
that that amendment would have a 
nugatory effect, and I accept that 
opinion so far as this amendment 
goes. 

Then I come to the last amendment, 
that is No. 11. This amendment has 
for its object the 'l'eduction of the 
period which should be taken for 
passing an order imposing a penalty. 
The facts in this case are that in the 
Bill they ask for a period of two years 
for passing an order imposing a 
penalty in proce~ings that have al-
ready been completed. I do no~ know 
why exactly, when the proceedings 
have been completed, it should take 
'Such a long time to pass an order im-
posing penalty. Actually we find that 
the Direct Taxes Administration (En-
quiry) Committee also had consider-
ed this aspect and had recommended 
that the period should be reduced to 
one year. I think one year is a rea-. 
sonably long period, and I would urge 
that Government should reconsider 
'this matter. At least let us try this 

period of one year for some time. If 
later on we find that it leads to diffi-
culties and that the wealth-tax officer~ 
are not able to carry on their duties, 
we might consider changing it. 

8hri N. Dandekar: Sir, would 
like to say first of all one word in 
support of the amendments which Mr. 
Gandhi has moved, namely amend-
ments Nos. 5 and 10 which go together. 
I think there has got to be rea!ly a 
limit to the number of officers from 
whom one can be expecting penalties 
being imposed. The proposal here 
would be that even if the assessee 
furnishes a satisfactory expiation to 
the wealth-tax officer, he will be open 
to be assaulted by the appellate assist-
ant commissioner. That is the present 
law. But now, even if he sometimes 
gets past him, there will be on the 
one hand the Commissioner and, on 
the other, the Appellate Tribunal to 
contend with. I think we are over-
doing it. 

The people who originally deal with 
assessment are the wealth-tax officers. 
Their work is guided and supervised 
by Inspecting Assistant Commissioners, 
and their work is further subject to 
appellate jurisdiction and scrutiny by 
the Appellate Assistant Commissioners. 
That should be enough, I therefore, 
agree entirely with Mr. Gandhi's 
amendments, Nos. 5 and 10, that in the 
particular places referred to the words 
"Commissioner" or "Appellate Tri-
bunal" may be deleted. 

Then I would take up three vf my 
amendments together, that is Nos. 25, 
26 and '1:1. Amendments Nos. 25 
and 26 are simple enough. They are 
concerned with omitting, in the :>ro-
posed new section 18, the minimum 
imposition of fines that have been 
prescribed, at the particular place. 
referred to, namely, at page 12, lines 
4 and 5 where it is said minimum 
penalty "shall not 'be less than ten 
per cent". and at lines 10 and 12 
where it is said minimum penalty 
"shall not be less than twenty per 
cent". 
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Everyb~dy knows that in practIce 
the Department, quite rlgn tly, na.:; .. 
,Yard-SL1Ck 01 measuremen. in ragard 
to imposition or panalties in different 
types of cases. Everybody Iuwwo 
too, and quite properly again that in 
the executive instructions 'to Uieir 
.officers they have laid down explicitly 
and executively that, in proper cases 
a minimum penalty of this size should 
.be imposed. It is not therefore as if 
they have neither got departmental 
instructions, nor that they have no 
power to impose the level of penalties' 
which they think to be proper. 

What they are seeking to do by 
;this amendment, which I have chal-
lenged, is to fetter the discretion of 
the appellate authorities. I ~ink 

this is bad,-this tYPe of legislation, 
as I was saying yesterday, and I 
have spoken of on other occasions,-
the fettel"ing of the discretion of the 
appellate authorities is most improper. 
You might as well say, if there is a 
penalty of so much, there shall be nO 
appeal. It really comes to that. 

Circumstances of particular cases 
vary over a very wide range. And, 
therefore, I do submit that these 
minimum penalties ought to be ex-
cluded, s<> that while the Depar:ment 
On ils own has a minimum scale of 
penalties whiCh _ will be imposed, ,f 
course the assessee would have the 
right to ventilate the matter if he 
thinks the penalty is excessive .. by 
appeal to the appellate authorities. 
I therefore press these amendments. 

Then Sir, my amendment No. 27 
is concerned with deleting the whole 
of the "Explanation" that appears in 
the middle of page 12. It is as I 
said yesterday and I must rep~at, an 
extraordinary proVISIOn imposing 
pen alties "unless an assessee proves 
that the failure to return the correct 
wealth did not arise from any fraud 
etc." How is an assessee to Drove 
the """".tive, that it did not arise 
from anv fraud? I have been think-
ing over this since yesterday. thin,,-
in/! over the answers /tiven by the 
Tinance Minister, and over various 

permutatlOns and combinations of 
we sltuation where a man may be 
suspected. It may be Jus valua..lon 
lti wrong. !iu. hOw is he to prove 
that thIS incorrect valUatlOn dlu not 
anse .trom any fraud or any gross or 
WlltuJ neglect on his part? But un-
less he does precisely that, he ·'shall 
be deemed" to have concealed the 
particulars of assets or furnished in-
accura.e particulars of assets or debts 
for the purpose of claUSe (c). But 
for the purpose of clause (c), what is 
really involved is that lie "has con-
cealed the particulars of any assets"-
not value-''has concealed the parti-
culars of any assets or furnished in-
accurate particulars of any asse.s or 
debts". 

I am entirely with the Government 
in their desire to slap down any at-
tempt at concealing any assets or 
furnishing inaccurate par.iculars of 
assets. But when it is a question of 
valuation, I was told by the Finance 
Minister yesterday as well as today 
that the rules proposed under sec-
tion 7 would not be rigid and are 
not virtually going to work out the 
valuation, but that they would merely 
provide guide-lines. There could, 
therefore, even when there are rules 
as to the mode of valuation, be diffe-
rences of opinion as to the valuation, 
under particular rules, in relation to 
the facts of the case. It is obvious 
that an assessee, in the application of 
those rules, is going to take one view; 
afid the Department, in application of 
those same rules, is going to take 
another view. This follows the natu-· 
ral course of events. But if the 
difference between the returned 
value,-I repeat, not the returned 
particulars of assets, not the return-
ed quantum or number of assets or 
whatever it maybe. but the value 
returned for disclosed assets,-hap-
pens to be less that the assessed 
value of the net wealth by more than 
20 per cent. then this gentleman will 
have to prove, in order to· get away 
the mischief of sub-section (3). ~uch 
difference did not arise from any 
fraUd and it did not arise ·from ·my 
gross or wilful neglect. I reany de> 
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not know how on earth anyboQy can 
proceed about establishing this sort 
of negative intention. 

The second point that I would like 
to make is this. Repeatedly, yester-
day it waspoiniEld out or sought to 
excuse this "Explanation" by saying 
that this was on all fours with the 
provisions in the Income-tax Act. 
The Income-tox Act is concerned 
with ascertainment and assess-
ment of income. But this Wealth 
Tax Act is concerned with two 
different things; one is the ascer-
tainment of assets and particulars of 
assets, and the second is the valua-
tion of those assets. In the Income-
tax Act, where one is concerned 
with ascertaining the quantum ".n-
come and nothing else, if it is stated 
that if one under-states his income 
by more than 20 per cent. one .hall 
be deemed to have concealed his in-
come, there is something to be said 
for it. I think that that is also going 
a liftle too far, but I am prepared to 
accede to the suggestion that there 
is something to be said for that. But 
in the Wealth-tax Act, when the 
assessee's return discloses the totality 
of his assets and the totality of his 
liabilities. and the man makes the best 
attempt in terms of stating their 
market value when he makes the 
best attempt to ascertain what might 
coneeivably be the opinion of the 
wealth-tax officer as to the market 
value, and hereafter when the Rules 
come in. he also makes his -best at-
tempt, erring on his own Mde.-(l 
would admit that). to value the assets 
in accordance with thp rules that 
might bp framed hereafter, if there 
turns out to be a difference of more 
than 20 Tl('1" cent,-thi. could harmen 
In regard to one building alone in a 
nlacp like Bombav. thp diffE"f'e?1CE' in 
v~luati"n can easilv result in l!0 per 
roent difference between thp valUAtion 
that which the wf'A1th-tAX of\l\cer 
(errin>l'; on th.. Mdf' of revenue) maT 
t... disposed tn pl8<'e ut70n It an" 
..mirh ibe a_ mav be ~ 
to place u,pon it-1hen the man fs t. 

be deemed to have committed the 
grave offence of concealInent of parti-
culars of his assets or conce~ent of 
the asset iiself; if he is unable to 
prove that this diiference in valuation 
was not due to fraud or gross or wil-
ful neglect. The analogy between 
the income-tax provision in that 
respect and this particular provlsIOn 
is totally devoid of any foundation. 
Therefore, I strongly urge this parti-
cular amendment for the deletion of 
the whole of this explanation at lines 
15 to 23 at page 12. 

Finally there is only one other 
matter dealing with clause 18 to which 
I must refer, and that is in regard to 
the amendment moved by Shri V. B. 
Gandhi, which reads thus: 

Page 12, line 39, for 'two years' 
substitute 'one year'. 

Just as I said earlier in connection 
with another amendment that there 
has got to be a limited' n umber of 
officers who can impose penalties on 
the assessees, similarly, there has got 
to he a limited period within which 
you can be exposed to penalties. 
You just cannot go on for two years. 
It is an intolerable position, with a 
longer period, On the one hand, and 
with whole lot of authorities review-
ing this business over and over again, 
on the other and the assessee not being 
clear until all of them have had a go 
at it over a periOd of two years. As 
Shri V. B. Gandhi has explained, the 
Direct Taxes Administration Enquiry 
Committee, which particularly dealt 
with the administrative angle of this 
matter, and which is the angle now 
being pressed for asking for two 
years instead of one. clearly came to 
the conclusiOn that the period ought 
to be on-Iy one year. Y, theref-ore, 
~ the amendment which hilS' 

been breu.Rbt forward by Shri V. n. 
GandhI. 

8Iuof D.O. ms- (~): I 
have liatened te the ~ of the 
.... 1Iaabew, atd after hum, 
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listened. to them carefully 1 ):lave 
come to the conclusion that they 
have some hypothetical cases in view 
while discussing these clauses. 

Shri N. Dandekar: No, t have no 
case in view. 

Sui D. C. Sharma: Or they have 
some cases in view wluch nught 
arise in course of time to come. I 
feel that if the clauses are read as 
they are and if the words are COll3-
.trued as they are meant to be cons-
trued aDd if the intentions are under-
stood as they are meant to be und~r
stood, there should be no difficulty 
in passing clause 18 as it stands. I 
feel that one of the fundamental prin-
ciples in any taxation law every-
where is that penalty should be im-
posed for not giving returns in due 
time. I do not think that this amend-
ing Bill does anything unusual or pre-
posterous in imposing a penalty like 
that. I feel also that in every In-
come-tax Act in every part of the 
world, penalty is imposed on those 
persons who do not reply to the 
notices in due time. That is What is 
being done here also. I do not think 
that any departure has been made in 
this clause 18 from the normal prac-
tices that pertain to incomes and as-
sets in any part of the world. There_ 
fore. I think that there should be no 
plea made in the interests of those 
who might be involved in this or who 
might not ·be involved in this. 

Now, I come to the clause relating 
to penalty. The term 'penalty' is a 
very obnoxious one, and I agree 
with my hon. friend that the word 
'penalty' should not be there. But 
can we think of any legislation which 
does not impose any penalty? I 
think that the Income-tax Act and 
all these Acts relating to taxation 
are slightly punitive in nature. if 
thev are not mainly punitive, and I 
believe that ff the penalties have 
bet"n l1'aduated, they . have been 

graduated in the interests of the as-
sessee. I am very glad that Govern-
ment have not imposed any blanket 
penalties on all those l><'rsons, but 
they have tried to adjust it to the 
circumstances of the case. I think 
that it is in the fitness of things that 
an adjustment has been made even 
in those cases where penalties are to 
be imposed. I feel that this has been 
done in the interests of the assessee. 
I feel that this clause is much more 
in the interests of the assessee than 
in the interests of Government. By 
looking at it from an impartial point 
of view, I can say that Government 
will suffer so far as revenue is con-
cerned, but the assessee can have 
absolutely no fears 'on this score. 

It has been said that so many autho-
rities have been brought in. 1 mYself 
do not like that so many officers 
should be ·brought in. But when I 
look at this clause, and I read it very 
carefully, I have to come to the con-
clusion that some of these officers 
are going to exercise what may be 
called. appellate authority. There-
fore, a wrong done by one authority 
can be undone by another authority. 
Though I do not like that their should 
be a multiplication of bureaucracy, 
and I do not like that there should be 
an addition to the force of Govern-
ment servants in such nUmbers under 
every Bill, I think that this has been 
done here so that the assessee can 
seek justice from another person if 
he has suffered. at the hands of one 
person. 

Now, I come to the question of the 
period, It is said that two years have 
beIrn given. After all, what are thosr 
two years? Assets are the result of 
accumulations of capital through long 
periods of time, and the longer the 
ti1ne it has taken for anybodv to accu-
mulate the assets. the easier it be-
comes for him to conceal those asset. 
also, because all the assets are nnt 
like this hall which can be Reetl and 
which can be visualised. All the ~s-



2941 Wealth-tax DECEMBER 2, 1964 (Amendment) Bill 2942 

[Shri D. C. Shanna) 
sets are not to be found in account 
books, not in the bank books nor 'n 
the lockers nor in the Godrej safes 
which some of these persons keep. 
Sometimes these assets become sub-
terranean; the assets have a knack of 
going underground; they become like 
a noclear submarine which disappears 
under the water. 

-'I respectfully submit that the two 
years' time is' equitable and fair. If 
it had been three or four years there 
would have been mu"h trouble; but 
I think th'e Government has been 
very equitable in placing the limit of 
two years. Therefore, I support the 
clause as it stands wholeheartedly. 

Dr. M. S. Aney: I fully understand 
the propriety of cl. 18 and the vari-
ous penalties prescribed therein. But 
in the course of my speech yesterday 
during the consideration stage, I 
took exception to the explanation. 
My main ground of opposition was 
that in prescribing this particular ex-
planation, a fundamental principle of 
jurisprudence was ignored, namely, 
that the accused who comes even be-
fore a court is presumed innocent 
until the contrary is proved. But here 
in this explanation, if the valuation 
of the assets as computed by the as-
sessee is different from the valuation 
fixed by the officer to the extent of 
more than 20 per cent. the assessee 
is presumed to be guilty of having 
concealed his income, and then 
punishments are prescribed, My 
point is that in the absence of a clear 
test or criterion for the fixation of 
the value of assets, there is an ele-
ment of discretion involved on the 
part of the asseSS"e as well "< the 
::tssessin~ offi~er. These two men eaTl 
~qve their nW., di<cretion, Tt. mav h~ 
that the sta'ldards bv which thp ""-
""s.ee judJ;!es what m'w b" th" value 
d his prO'J'ertv will b" different from 
the standard emploved bv thE' officer 
in the same case, Take, for example, 

a houae in a village, The owner 
tnmks that its valUe 1S not mUCh and 
it does nOt fetch much rent. lJl view 
of that, he has his own method of 
assessing its value. Whereas the-
other man may think that the house 
has a much ,bigger value and he ap-
plies his own artificial criteria ami 
fixes the value accordingly. There-
fore, it is possible that the two valua-
tions may be different even to the ex-
tent of more than 20 per cent. But 
under this explanation, if the differ-
ence in valuation exceeds 20 per cent. 
the asses'See is presumed guilty of 
having concealed his income. This, 
in my opinion, is a wrong presump-
tion. Such an eXplanation which 
contains a wrong presumption which 
goes against the cardinal principles 
of jurisprudence should, I think, not 
find a place in the Bill. Subject to 
this, I am supporting the clause as it 
is which is based on normal practi-
ces in these matters. 

Shri Gauri Shankar Kakkar (Fateh-
pur): I support the amendments mov-
ed by Shri Dandekar. Lately we 
have been noticing one trend. that our 
Government is drifting from estab-
lished cardinal principles of jurispru-
dence. One of these principles is that 
unless a person is proved to be guilty, 
there should be no presumption of 
guilty. This clause is a departure 
from that principle. I fail to under-
stand how the analogy of the Income 
Tax Act can apply. Here it is a case 
of valuation of property; the valua-
tion differs from one property to' 
another. It is unlike that of income 
where -the valuation is based on a 
con stan t factor. 

I would have welcomed a provi-
sion which would say that if there is 
a concealment of actual assets by the 
assessee, the property would be con-
fiscated. But here is a case of a 
bona fide, innocent mistake. In cal-
culatnig the vaIue of assets, you 
sometimes include the buildings, other-
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immovable property and ornaments. 
The rules can never be specifically 
defined to cover all cases. Therefore, 
the valuation of these properties can 
be more or less than a certain amount 
which is arrived at -by the assessing 
officer. That being so, it would be a 
very severe hardship if the explana-
tion is allowed to remain in the sta-
tute book. 

Mr. Deputy-Speaker: Shri Bhagat. 

Shri Nambiar: thought I WCtuld 
help the Minister in opposing the 
amendments. 

Mr. Deputy-Speaker: He will 
reply. 

Shri B. R. BhaA'at: I am unable to 
accept the amendments for the simple 
reason that they will nullify the main 
effect of this Bill 

Apart from the merits, one of the 
reasons why some of theSe provisions 
have -been put together is that there 
are similar provisions in the Gift Tax 
Act, and the Income-Tax Act. Cor-
respondingly, it will serve two pur-
poses. Administratively, it will be 
easier. Secondly, it will make mare 
difficult fr3dulent activities by 
assessees who want to play ducks and 
drakes with the law. 

Coming to the amendments-the 
amendments of both the Members are 
similar-I wilI gmup them in two or 
three categories. The first one is 
powers to levy penalty. It has been 
said that it should not be given to 
more than one person, that a number 
of people should not be given the 
powers. Here exemptions can be 
given or penalties can be reduced. 
So, there is nothing wrong in giving 
them more powers. In this case, it 
is necessary that the Commissioners 
as well as the tribunal should have 
the power to impose penalties in case 
of concealment if it is fOUnd at their 
level. The powers of enhancement 
of assessment will not be sufficiently 
effective if these authorities are not 
vested with these powers ~f levying 

Bill 
penalties also. Therefore, I oppose 
tpe amendments in this respect. 

Then, another category relates to 
the minimum penalty. For cases of 
failure to furnish the return or to 
furnish the required particulars, the 
minimum penalty is ten per cent 
which is the same as in the Income-
tax Act. In the other case, it 
is 20 per cent for concealment 
of particulars of net wealth. This 
is the same as section 271 of the 
Income-tax Act. These minimum 
penalties are considered absolutely 
necessary because the penalties are 
reduced to such low figures bv the 
appellate authorities that they be-
come almost ridiculous Or ineffoctive. 
Therefore, such minimum penalty is 
necessary. 

Then I come to this question of the 
ExplanatiOn which was dealt with by 
a number Of hon. Members. I must 
say to begin with that this Explana-
tion merely draws a presumption in 
such cases. It is open to the assessee 
to rebut the presumption. 

Shri S. N. Dandekar: That is pre-
cisely the point. 

Sbri B. R. Bhagat: That is why I 
say it cuts both ways, both in the 
hon. Member'S favour as well as in 
mine So, it is only a presumption, 
and it can always be rebutted by the' 
assessee if the mistake is either inno-
cent or bona fide. 

Dr. M. S. hey: You put the onus 
on the wrong side. 

Shri B. R. Bhagat: As the hon. 
Member said, there can be a iiffer-
ence in the market value or the valu-
ation of properties, a genuine differ-
ence Of more than 20 per cent. In 
such cases, he says to have such a 
provision like that will be very hard. 
The effort in this scheme is that the 
valuation in such cases will be sought 
to be made more precise, and will not 
be dependent upon the circumstanc-
es. Or by the ad hoc principles adopt-
ed by varying valuers Or other 
Wealth Tax officers, but will be guid-
ed .by certain principles adopted by 
the House. In such circumstances, 
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from our practical experie~\ce, a vari-
atiOn of more than 20 percent will 
not be bona fide. That is the 
rationale of keeping this 80 per cent. 

'These sections are very substantial 
ones, and to reduce them would be 
defeating the purpose. 

The last question is about the 
period. I agree with the hon. Mem-
ber that in some cases the periOd of 
one year may not be absolutely ade-
quate. So, 'two years' has been put in 
~s a compromise, and it should be aC-
cepted. 

Mr. Deputy..speaker: I ;Jut amend-
ments Nos. 5, 25, 26 and 27 to the 
House. 
The amendments Nos. 5, 25, 26 and 27 

were put and negatived. 
Mr. Deputy-Speaker: I put amend-

ments Nos. 10 and 11 to the House. 
Amendments Nos. 10 ~nr! 11 were 

put and negatived. 

is: 
Mr. Deputy-Speaker: The question 

"That Clause 18 stand I>Brt of 
the Bill." 

The motion was adopted. 
Clause 18 was added to the Bi!!. 

Mr. Deputy-S1Peaker: The question 
Is: 

"That Clauses 19 to 25 stand 
part Of the Bill." 

The motion was adopted. 

'Clauses 19 to 25 were added to the 
Bill. 

>Clause 26- (Amendment of section 
m. 

Shri N. Dandekar: I beg to move: 

Page 19, line 27,-

fOT "sixty 
"ninety days". 

days" 
(29) 

substitute 

The only reason for ·noving this 
amendment is that when matters 

h~ve gone in appeal to the Appellate 
Tribunal, and from there one has to 
consider whether the matter should be 
taken to the High Court, there is 3 
good deal of careful consideration re-
quired. One does not lightly jump 
into this kind of thing, nnd conse· 
quently, the amendment which I have 
proposed will give a period of 00 
days, .both to the department and to 
the assessee to consider whether they 
will require the appellate tribunal to 
refer a particular case to the High 
Court. In other words, I think 60 
days is cutting it rather fine, and I 
think 90 days are necessary. 

Shri B. R. Bbagat: 'ntis period of 
60 days has 'been put in the Gift 
Tax Act, and the Income-tax Act, and 
therefore, for the sake of uniformity 
it is necessary that it should be 60 
days. 

Shri Hari Vishnu Kamath: Is it 
sacrosanct? 

Shri B. G. Bhagat: Not sacrosanct. 

Mr. Deputy-Speaker: I put amend-
ment No. 29 to the House. 

Amendment No. 29 was put and 
negatived. 

Mr. Deputy-S1Peaker: The question 
is: 

"That Clause 26 stand part of 
the Bill." 

The motion was adopted. 

Clause 26 was added to the Bi!!. 

ClaUSe 27- (!Insertion of new Sections 
29A and 29B). 

Shrl N. Dandekar: I beg to move: 
Page 20,-

omit lines 22 to 25. (30) 

The new clause 29A, sought to be 
omitted by this amendment, reads: 

"Notwithstanding that a refer-
ence has been made to the High 
Court or the Supreme Court, or 
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an appeal baa been preferred to 
the Supreme Court, wealth-tax 
shall -be payable in accordance 
with the assessment made lJl the 
case." 

1 am sorry I have only one word to 
describe this. I think this is mOlls-
trous. The case is so serious that the 
appellate tribunal, after having decid-
ed the case itself in appeal, considers 
it a fit case, either on a motion by 
the Commissioner or on a :notion by 
the assessee, for reference IO the High 
Court or the Supreme Court, Or an 
appeal has been preferred to the 
Supreme Court. Nevertheless, it is 
suggested that the wealth tax shall 
be payable in accordance with the 
assessment made in the case. It 
seems utterly monstrous, and I hope 
that the House will approve of this 
amendment to delete this new clause. 

SIbri N, C. Chatterjee (Burdwan): 
1 think there is £OOd deal of force in 
the contention of my hon. friend who 
has just now spoken. 

You cannot go to the High Court 
unless the tribunal has Applied its 
mind to the propositions, and you 
cannot generally have a reference 
unless there are serious questions of 
law inVOlved. Also, you cannot go to 
the Supreme Court unless the High 
Court certifies that the case is such 
that there are important ,)oints which 
require consideration and adjudica-
tion by the highest court in India. In 
such a case, I do not think it will be 
proper-I would ask the Minister to 
reconsider it-to 'evy a compulsory 
exaction of the wealth tax which has 
been assessed by the lower tribunal. 

The new clause 29A S3YS: 

"Notwithstanding that a re 
ference has 'been made to the 
High Court ...... . 

That is, notwithstanding the certifi-
cate granted ,by the appellate tribu-
nal that this is a matter which re-
quires consideration of the highest 
court in the State or Of the Supreme 
Court, when the High Court has lift-
1687 (Ai)LS~. 

ed the ban or the Supreme Court h_ 
granted special leave under article 
136 because there are very impOrtant 
questions which reQuire adjudication 
and final decision by the highest tri-
bunal in India, or an appeal has been 
preferred to the Supreme Court not-
withstanding all this, the wealth tax 
will be payable in accordance with 
the assessment made in that case. 

I submit that that should be left to 
the High Court or the Supreme Court. 
Trust the High Court, the highest 
tribunal in the State, or the Supreme 
Court, whiCh has got seized of the 
matter. 

Generally, there is a stay applica-
tion made, but an appeal does not 
mean an automatic stay, and it only 
means that the assessee hRS to point 
out to the courts that there are suffici-
ent and cogent grounds for granting a 
stay, pending the final dElcision of 
the court. That is the normal law 
even in income-tax and other cases. 
Why should there be a deviation in 
the case Of wealth-tax? Let us 
leave it to the judgment of the High 
Court and Supreme Court. Usually 
it is very difficult to get a stay unless 
yOU furnish the s<'eurity. To make it 
compulsory. to take away the juris-
diction of the High Court and the 
Supremp Court. I submit, is not cor-
rect. Not showing due deference to 
the highest courts in this country and 
having a provisiOn not in consonance 
with the provisions We have adopted 
in other cases is not correct. There 
is too much of slavish imitati'ltl of the 
Income-tax Act. It s"'ould not be held 
to be pari mate'ia. I support the 
amendment moved by the last 
speaker. 

14 hrs. 

Shri B. R. Bhagat: With dUe defer-
ence to the opinions expressed by 
the hon. Member who is ~n eminent 
lawyer himself, may I say there is no 
question of showing any lack of 
deference to the Hi~h Court and 
Supreme Court. The point is, in 
any case, We have accepted thi, prin-
ciple that it a tax Is due, an appeal 
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is made and an order is passed, it 
has to be paid. It is for this reason 
that We have provided in' the wca1th-
tax a relief that when the High Court 
orders the refund after due consider-
ation, t,he refund will be paid imme-
diately and if it is not paid within a 
period, Government will pay interest 
On it. When that concession has 
been given, if we provide that in surh 
cases they may not pay the tax, it 
will make collection of taxes very 
difficult. 

I shall assure the hon. Member 
that there is no lack of deference 
shown to the High Court. For the 
reasons I have explained, I am sorry 
I cannot accept the amendment. 

Mr. Deputy-Speaker: I shall now 
put amendment No. 30 to the House. 

Amendment No. 30 was put and 
negatived. 

Mr. Deputy-Speaker: The question 
ill: 

"That clause Z1 stand part of 
the Bill." 

The motion was adopted. 

Clause 27 was added to the Bill. 

Clalllle !8- (Substitution of new sec-
tions ferr sections 30, 31 and 32). 

8bri Narain Dandekar: I have two 
amendments Nos. 33 and 34. 

I beg to move: 

(i) Page 21, omit tine. 16 to 23. 
(33). -

(ii) Page 22, line 16, 'err "may, in 
his discretion, and" substitute 
"shall". 34). 

My first amendment is that lines 16 
to 23 should be omitted. This is in 
line with my earlier amendment. 

The proviso which I seek to amend 
reads:-

"Provided that, where the 
Wealth-tax Officer has any, reason 

to believe that it will be detri-
mental to revenue if the full 
period of thirty-five days afore-
said is allowed, he may with the 
previoUs approval of the Jnspect-
ing Assistant Commissioner, 
direct that the sum specified in the 
notice of demand shaH be paid 
within such period being a period 
less than the periOd of thirty-
five days aforesaid, .s may be 
specified by him in the notice of' 
demand." 

The short point is this. An assess-
ment is made. The ordinary rule is 
that one gets 35 days within which to 
pay the tax. In the. month Of March, 
all the officers are naturally anxious 
that the money should come in be-
fore the 31st March, Not merely 
the assessing officer, but the Inspect. 
ing Assistant Commissioner and the 
Commissioner are all naturally anx-
ious,-and I fully share their anxiety 
and desire-that if possible, with the 
eo-operation of the asseS3ee, the 
money should come in well before 35 
days. But the provision here is "If 
the wealth-tax officer has ·my reaSOn 
to believe that it would be detri-
mental to revenue". He says to him-
self, "if I do not get this money be-
fore 31st March. the whole Govern· 
ment of India's budget is going to be 
affected," And hence he will require 
the assessee to pay the assessed tax 
forthwith. He can make an assess-
ment in the last week Of March and 
ask the assessee to pay the money by 
31st March. It is a most incredible 
provision that while the statute nor-
mally allows 35 days, because the 
weaith-tax offiCe thinks this period is 
going to be detrimental to the reve-
nues of the Government of India, he 
wants this money to be Paid in les3 
than a period of 35 days. I think 
there must 'be some consideration 
shown to the assessees, because these 
days you have to produce money for 
all kinds of tax demands--self· 
assessment, provisional >!lSsessment, 
regular assessment, advance paymeDJt 
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of tax, etc. and revision of all these 
every time II later pending assess-
ment is made. Then on the top of all 
these, the Government noW say that 
if the wealth-tax officer Or income-
tax officer thinks that it would be 
detrimental to the revenue, that is to 
lillY, that the Government of India's 
budget calculations would be upset, 
the ollicer can say, "pay up within 
24 hours." The provision says "being 
a period less than 35 days". I do not 
think this kind of provision ought to 
be supported. Therefore, I have 
moved for the deletion of lines 16 to 
23 of this clause. 

So far as amendment No. 34 is con-
cerned, it has been misprinted in the 
list Of amendments. They haVe re-
peated the whole of the !lmendment 
of Mr. Masani. The amendment I 
handed over was merely for the dele-
tion Of the words "may, in his dis-
cretion, ,and". I have confirmed this 
with the office and they have agreed. 
It my amendment is accepted, this 
particular claUSe would read as fol-
lows: 

''Where anBSsessee has pre-
sented an appeal under section 
23, the Wealth-tax Officer shall, 
subject to such conditions as he 
may think fit to impOse in the 
circumstances of the case, treat 
the assessee as not being in de-
fault in respect of the amount in 
dispute in the appeal, even 
though the time for payment has 
expired, as long as such appeal 
remains undisposed of." 

There are two points. One is that it 
Is only the amount in dispute in 
appeal. Unless, therefore, the entire 
assessment is in dispute in appeal, it 
is not the case that the assessee will 
be in default "in regard to the whole 
of it:" hp is ";n def'!:J.ult" only in re-
gard to the amount that is In appeal 
Whereas the section, as it is, gives to 
the wealth-tax officer a discretlOn-
the words are "may, in his discretion 
and subject to such conditions",-I 
am suggesting, instead of ''may'', In 

his discretion, and" It should be 
"shall, followed by subject to such 
conditions he may think fit to im-
pose". I agree he ought to have a 
right to impose appropriate condi-
tions, according to the circumstances 
of the case so as to treat an assessee 
es not being in default in respect of 
the amount In dispute in appeal, even 
though the time for appeal has ex-
pired. 

Shrl B. R, Bhapt: Sir, I think the 
first amendment is entirely miscon-
ceived. It is not contemplated tro8t 
in order to get the money before the 
31st March, the wealth-tax "mcer will 
reduce the period of 35 days. It is 
meant for this case in which the 
..... ealth-tax officer has a bona-fide fear 
that the assessee will alienate the 
assets. Even in that case, he has to 
take the orders of his superior offi-
cer-the Inspecting Assistant Com-
missioner-and he cannot do it on his 
own. It is only to safeguard against 
alienation Of assets by the assessee 
that this provision is meu.t. 

Shrl Narain Dandekar: I am happy 
to hear that. 

Shri B. R. Bhapt: Regarding the 
other amendment, I cannot accept it, 
because he wanta to take awa,. the 
discretion of the Wealth-tax Officer. 
The effect of it will be that it will 
make it obligatory On the officer to 
treat the assessee as not in default 
in alI cases in respect of the amount 
disputed in appeal. The amendment 
will enable assessees to delay pay-
ment of taxes by going on appeal on 
frivolous grounds. I am sorry I 
cannot accept it. 

Mr. Deputy-Speaker: Shall I put 
the amendments to the vote of the 
House? 

Shrl Narain Dandekar: In view of 
the assurance given by the hon. Minis-
ter, I withdraw my amendment No. 34. 

Mr. Deputy-Speaker: Haa he the 
leave of the House to withdraw it? 

Some hoD. Members: Yes. 
Amendment No. 34 .oIlS, !ill !eave, 

.oithdrawn. 
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when the matter is in appeal Here 
it is the reverse. Where the' assessee 
is due a refund 'but there are appeals, 
presumably by the department, or 
further proceeding or any other pro-
ceedings are pending under this Act 
and the Wealth-tax Officer is of the 
opinion that t.he grant of the refund 
is likely to adversely affect the reve-
nue he may withhold the refund. I 
suggest this is really carrying this 
thing to a ridiculously savage level. 
I was regarded as one of the most 
tough Income-tax Commissioners; 
even so. If my officers had come 
with a proposal of this kind I would 
have said that it was a monstrous pro-
poaal. The man has got to lOSe his 
refund. He is entitled to the refund. 
The department may not agree with 
it, the department may have j10ne in 
appeal to the Appellate Commis-
sioner, to the Tribunal, to the High 
Court or to the Supreme Court. But 
a refund due is a refund ·:!ue, and it 
should be paid. ~t used to be my 
attitude. I see no reason Why when 
• refund is actually due to an 
asse,see. just be~ause the department 
does not' concede a particular point 
of law or a point of view on facts 
and the department is anxious to take 
the matter right up' to the Supreme 
Court, the refund should be with-
held. I put it to the Minister in thp. 
same way as he ,put it" to me a little 
earlier when 'I withdrew one of my 
amendments to the earlip.r clause. 
Will not the Ministry or the depart-
ment keep back the money belonging 
to the assessees 'by deliberately going 
up in appeal after appeal? I with-
drew mv earlier amendment' when 
the Mini'ster quite rightly pointed out 
that this is one way by which an 
assessee can abstain for a consider-
able periOd Of time from payment of 
tax. b.! tnn si.mp'e device that he can 
,go in appeal after appeal and post-
pone the payment of tax. 1 agree 
that that was a legitimate reason for 
that particular provision to be there, 
in the earlier clause. Therefore, I 
withdrew my amendment. Here. I 
submit. this is an open invjtation to 
the Wealth-tax Officers and Inspect-
ing Assistant Commissioners,--ona 

Hr • .DePaty-~er: I will 
amendment No. 33 to thll HOUSe. 

put 

Amendment No. 33 was pUt and 
negatived. 

Mr. Deputy-Speaker: The question 
is; 

''That claUSe 28 stand part of 
the Bill." 

The motion was adopted. 

ClaUSe 28 was added to the BilL 

Clause 29 . was added' to the Bitl 

CIS_ __ (InS~ion of new Chapte.-
V'JIA) 

Shri Nai-aln DanIIekar: I have two 
amendmentS Nos; 311 and 36, 

I be!: to move: 
(i) Page 23, omit lines 20 to 26. 

(35): 

(ii) Page 24, omit lines 3 to 10. 
(36). 

My first amendment seeks to omit 
lines 20 to 26. It is a curious provi-
sion that is now proposed in the new 
sectiOn 34(2). It says: 

"Where an order giving rise to 
a refund is the subject matter 
of an appeal or further proceed-
ing or where any other proceed-
ing under this Act is pending and 
the Wealth-tax Offi.cer is of the 
opinion that the grant of the reC 

fund is likely to adversely affect 
the revenue, the Wealth-tax 
Officer may, with the previOUS 
approval Of the COmmissioner, 
withhold the refund .... ". 

In other words, it amounts to saying: 
to assessee "whether it is head or 
tail you lose". The earlier proPosi-
t�on was that an assessee should' be 
TeQuired to pay t,he tax assessed, even 
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kno~ that these dayS .the Wealth-
tax '01Ilcers batdly function or they 
funcion like puppets with the Inspect-
ing Assistant Commissioners sitting 
at the ,back and pullinl: strings-to 
go in appeal and delay matters. If 
there is a big case Of refund and the 
department feels that the amount is 
not to be repaid for as long as possi-
ble they can go on in appeal after 
appeal and stop the refund. I think 
this is a ridiculous if not an unjust 
clause and I do not think there can 
be any reasonable justification for a 
thing of this kind. 

My other .amendment, amendment 
No. 36, refers to pal:e 24 and I am 
asking for the deletion of lines 3 to 
10. It is concernd with sub-section 
(5) of the proposed new section. It 
Rys: 

''Where under any of the pro-
visions of this Act, a refund is 
found to be due to any person, 
the Wealth-tax Ofticer, Appellate 
Assistant Commissioner or Com-
missioner, as the case may be, 
may, in lieu Of pa~nt . III the 
refund .... - . 

This is another old gag that 1:005 on. 

.. . • .. in lieu of payment at 
the refund, set off the amount to 
be refunded or any part of that 
amount, against the sum, if any, 
remaining payable, under this 
Act by the person to wham the 
refund is due, after I:iving ,tIl in-
timation in writing to Buch 
person •.•. " 

'l11ere may be an item of tax out-
9tanding-I am talking from personal 
experience-from an assessee to whom 
a refund is due. He may have gone 
in appeal on some ground Or the 
other. This wretched !nan Is going 
to have his refund struck ofT against 
the supposed amount dUe from him. 
Is it to 'be set off, say, against the 
first assessment stace or right upto 
the 1a9t stalte, 90 that it would be 
adjusted against whatever is the uItl-

mate net amount estimated due from 
him? If the latter, it is obviously a 
reasonable thine to do. But what it 
says is: . 

.. . . .. set off the amount to be 
refunded Or any part of that 
amount, against the sum, if any, 
remaining payable under this Act 
by the perSOn to whom refund is 
due, after giving an intimation .... 

Why issue a notice about it at all? 
The wretched man cannot do any-
thing about it. Therefore, Sir, I sug-
,gest that these lines alos :mould be 
deleted. 

Shri N. C. Chatterjee: Sir, the fir.lt 
amendment suggested by my hon. 
friend is. ~ :'link, fair and I will re-
quest the han. Minister to consider It. 
There should be no discrimination 
between the StJate and the citizen. 

The revenue authorities are taking 
the power that even if there is an 
appeal pending Or anything going on 
in the High Court. or in the Supreme 
Court there shall be no stay, no que,... 
tion of any ,hiatus and no reliefgt.ven 
pending that. But why should there 
be an invidious distinctiOn made in 
favour of the revenUe .authorities? 
Here it says: 

"Where an order ltiving rise to 
a refund is the subject matter of 
an appeal or further .Ilroceedine 
or where any other procee~ 
under this Act is pendine and 
the Wealth-tax Officer is of the 
opinion that the grant of the re-
fund is likely to adversely affect 
the revenue. the Wealth-tax Offi-
cer may, with the Drevi"us ap-
proval of the Commissioner .... " 

r think it will not be proper. It 
will be really something like ex-
propriation' at least temporary. You 
have no business to retain the amount 
when the judicial authorities or 
quasi-judicial tribunal have held 
that the money should be paid to the 
citizen. It will not be fair to with-
hold it. You should not .claim that 
power and make a discrimination of 
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this kind against a citizen who has 
got an order in his favour under ap-
propriate law. That will be treat-
ing the order with scant courtesy. 
That should not be done. I would 
request the hon. Minister to consider 
this amendment favourably. 

Shri B. K. Bhagat: With regard to 
the first amendment of the hon. 
Member, the principle of it has al-
ready been accepted by the House 
earlier when it passed the Income-tax 
Act in 1961 where a similar power is 
given. The rationale behind it is 
this. It does not give any absocute 
power to the officer. It is only an 
enabling provision. It gives him the 
discretion that in case he is satisfied, 
as is clearly stated, that the interest 
of revenue is likely to be prejudici-
ally affected seriously he can act. It 
will be done only under exceptional 
circumstances. He cannot act indis-
criminately, because he h3S to say 
that, say, in a particular case the re-
fund will be withheld because later 
on there is no way of recoverir,g it 
when he gets the order of the Com-
nussloner. Therefore, it is only an 
enabling provision and 'lot a .ubstan-
tive provision, and it will be used 
only in exceptional circumstances. 

This second amendment seeks to re-
move a section which enables the 
Wealth-tax Officer to adjust the re-
fund due against any other sum pay-
able under the Act by the assessee. I 
think there cannot be any valid ob-
jection to adjust the refunds due 
against demands that become payable 
later on. 

Mr. Depnty-Speaker: I shall put 
amendments Nos. 35 and 36 to the 
vote of the House. 

Amendments Nos. 35 and 36 were 
put and negatived. 

Mr. Deputy-Speaker: The question 
i:'!!: 

"That clause 30 stand part of 
the Bill." 

The motion was adopted. 

Clause 30 was added to the Bill. 

Clause SI- ('insertion of new section 
348). 

Shri NaraiD DaDdekv: Sir, I beg t. 
hove: 

Page 24,' lines 22 and 23--

omit "and without notice of the 
penedncy of the proceeding under 
this Act". (37). 

Sir, I am ·getting a little weary. In 
suggesting all these amendments, as 
I said yesterday, I expected it was 
going to ,be like hitting one's head 
against a brick wall. But I see now it 
is a stone wall However, one has 
to do one's duty even if the Govern-
ment would not accept it. I am pro-
posing by way of an amendment to 
clause 31, to the new Section 34B, in 
the proviso, the deletion of the 
words: 

"and without notice of the 
pendency of the proceeding under 
this Act." 

Had it referred to immovable assets, 
I could have understood; because 
there is a necessity, in the first place 
.compulsorily to have the stamped 
documents concerning them; and 
secondly in those documents the title 
of the conveyor has to be cited and he 
has to make solemn statements that 
there are no complications and things 
of an adverse kind pending against 
him and so on. But this proposed 
section talks of transfer of any of his 
asset's of the assessee. Now, when 
one buys s.hares in the stock ex-
cluInge, one just places an order with 
the broker. Now as most of the 
wealth-tax assessments are pending 
for three or four years, almost every 
seller of shares would be coming 
under that category. But if you pur-
chase shares through. a brother from 
mlCh a wealt,h-tax assessee, that tran-
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action may be void, for the proviso 
says; 

"Provided that such charge or 
transfer shall not be void if ' 
made for valuable consideration 
and without notice of the pen-
dency of the proceeding undp.r 
this .Act. ... 

1 do not understand on whom is the 
obligation, Are you going ,to put an 
Dbllgation on ,buyers of all sorts of 
assets and properties? The purchase 
of the property can be challenged as 
void by the tax authorities on the 
ground that wealth-tax assessment 
proceedings are pending against the 
seller. The principle about purchase 
in the open market is caveat emptor, 
the buyer beware. So, the buyer 
must look around and see whether 
there are any obligations or charges 
against that property. If you now 
say that the buyer has also to see 
whether any wealth-tax proceedings 
are pending against the seller, I think 
the working of stock exchanges they 
Slow dOWn or come to a standstill. 
All transactions in movable propert-
ies may slow down or come to a 
standstill. The difficulty has arisen 
becaUSe you are saying "all aRsets". 
If you restrict yourself to immovable 
property, then there is the protection 
to the buyer by way of solemn dec-
larations in documents and aver-
ments of titles; and so, for :mybody 
purchasing an immovable property 
the' principle of caveat emptor is emi-
nently applicable. But if this sort 
Of legislation exists, making it 2ppli-
cable to movable property also, I think 
everybody who buys stocks and shares 
or other moveable property in the 
market should really make enquiries 
whether wealth-tax proceedings were 
pending against the seller. I think 
it is highly unreasonable, particularl-
Iy when the transaction is "far valu-
able considerations". I would say 
where a transaction is for valuable 
considerations, that should be the end 
of the matter so far as the buyer is 
concerned. For example, if I buy 
anything for valuable considerations, 
that should be the end of the matter, 

so far as I am concerned; having re-
gard to the general law on the sub-
ject, I should not ,be asked to go and 
make enquiries whether any wealth-
tax proceedings are pending against 
the seller, knowing fully well that 
two or three years wealth-tax assess-
ments are usually pending against al-
most every wealth-tax assessee. 

Shri B. R. Bhagat: I am sorry, 
cannot accept these amendments The 
hon. Member may describe me' as a 
stone wall, but it is my duty to act 
according to the dictates of my own 
conSCience. I am sorry there is com-
plete disparity in the way of think-
ing ,between him and me. Therefore, 
he may think I am a stone wall and 
I may also think that probably he is 
not in line with current affairs. 

Shri Bar; V\s"nu Kamath; A stone 
wall may speak for strength also, 

Shri B, R. Bhagat: This amendment 
wants to remove one of the two con-
ditions in which the transfer will not 
be void, the second condition, I may 
mention that similar conditions excist 
in the Income-tax Act. For the sake 
of UnifOrmity and administrative con-
venience it is felt approprite to have 
it here also. Otherwise too, the 
transfer would not ,be void if the per-
SOn is not aware that some wealth-
tax proceedings are pending. For 
example, a notice for filing of wealth-
tax returns mighl have been issued 
which might not have reached the 
assessee when the sale took place. In 
such a case the transfer would not be 
void. However, if knowing that 
wealth-tax proceedings are pending a 
person sells his property, such a sale 
would be void. According to the pro-
posed amendment of the hon Mem-
ber, no transfer will be void it made 
for valuable considerations. This 
will only enable assessees to effect 
transfers in order to defraud revenue, 
r am sorry, I cannot accept the 
amendments. 

Mr. Deputy-Speaker: I will now lJUt 
amendment No. S7 to the vote of the 
House. 
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Amendment No. 37 was put and 
negatived. 

Mr. Depaty-Speaker: The question 
ill: 

"That cla\llle 81 stand part of 
the Bill." 

The motion was adopted. 

Clause 31 was added to the Bit!. 

Clause 32 was added to the Bill. 

Clause SS-- (Amendment of section 
36). 

Shri N. Dandeker: I beg to move: 

(i) Page 26,-

omit lines 11 to 20. (38). 

(ii) Page 26,-

(i) lines 28 and 29,-

for "with rigorous imprison-
ment for a term 'Vhich may 
extend to ·two years: n, sub-
stitute-

"with simple imprisonment 
which may extend to one 
year Or fine which may ex-
tend to one thousand rupees 
or with both.". 

(ii) omit lines 30 to 33. (39). 

Now, the point here is just two-fold. 
Under the Bill the words "punishable 
with simple imprisonment which may 
extend to one year, or with fine which 
may extend to one thousand rupees 
or with both" are going to be substi-. 
tuted hy "punishable with rigorous 
imprisonment for a' term which may 
extend to two years, provided that in 
the absence of special and adequate 
reasons to the contrary to be record-
ed in the judgment of the ~ourt, such 
imprisonment shall not be for less 
than six months". Really, are we not 
going too far in telling judges that 
they haVe to carry the burden on the 
question of considering whether tl,e 
a.essee ought to be iJnprisoned for 
leas than six months? I thou1.ht we 

in thia country at any rate believe 
that the punishment must be com-
mensurate with .the eravity of the 
crime. Virtually, what this means 
is this, that it is assumed e;z: . hllPO-
thesis that the minimum punishment 
for this sort Of offence is to be six 
months and the burden is on the 
magistrate, or the judge to record 
special and adequate reasons if he is 
to award imprisonment tor a lesser 
period. Which judge will take the 
trOUble of justifying punishment for 
~ lesser period by recording in his 
judgment special and adequa~ 

reasons? So, the result of this is we 
are going to have a situation in which 
all shorts of people involved in such 
cases will be sent to jail Cor a mini-
mum period of six months. It is an-
other example Of the monstrous 
legislation that We have been recent-
ly having. r have no other words to 
describe this. I say that this ought 
not to ,be there. 

Then I come to the next amend-
ment. The new clause says: 

''If a person ·8ibets or induces 
In any manner another person 
to make and deliver an ,,"ccount, 
statement or declaration relating 
to the particulars of any net 
wealth chargeable to tax which 
is false and which he eith"r 
knows to ,be false or does not be-
lieve to be true, .. he shall be 
punishable with rigorous im-
prisonment for a term which may 
extend to two years." 

I think the argument here is, if A 
,gets it in the neck, surely B should 
also get it in the neck. Surely. 
there is di1fereru:e between a person 
who commits an offence and a per-
SOn who abets. Here we have reach-
ed a point where We are taking away 
completely the discretion of the 
judges in the judicial process, and I 
do think that this is really going be-
yond what it ought to be. 

ShrJ. B. R. Bhagat: I consider the 
punishment of tine and impri90llmeDt 
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necessary for the administration ol 
this .Acl,becauae ,it isnecdssa~. that 
a deterrent .punishment lIhould ,Qe 
there for offences IllIder the wealth-
tax Ad. 

8hrI N. C.Chatterjee: May I ask 
fOr one darifloation. '1 think there 
are similar provisions pari mate1'ia 
for the offenders in the Income-tax 
Act. Have you got similar provi-
sions pa,.i materia for abetment too 
in the Income-tax Act? 

Shri B. R. Bhapt: I do not know, 
I think section 278 Of the Income-tax 
Act is similar, so far as abetment is 
concerned. Abetment of an ('lIenee 
is considered as an equally serious 
offence. In other enactments like the 
FOOd Adulteration Act, Sea Customs 
Act and the Indian Penal Code' the 
same punishment is given to the abet-
tor. These punishments are neces-
sary to make them effective and de-
terrent for the· prevention ofsuc,h 
offences. 

Mr. Depaty-lJ)teaker: I will now put 
amendment Nos. 38 and 39 to the vote 
Of· the HoWIe. 

Amendments Nos. 38 and 39 were put 
and negatived. 

Mr. Depaty-Spmker: The question 
is: 

"That claUSe 33 stands Part of 
the Bill" 

The motion was adopted. 

Clause 33 was added to the Bill. 

Mr. Deputy-8peaker: I will now put 
'clauses S4 and 35 to the vote of the 
House. 

8hri N. Daudeker: Sir, I would like 
to say a WOrd On clause 34 or; per-
haps. r could ask a question and if 
the Minister gives the aru.-wer, then 
it will be quite clear. 

Clause 34 which introduces section 
lISA in the Wealth-tax Act is con-
cerned with those persons who evade 

or dodge taxes, come along, make a 
clean breast of it ~ want to get 
aWay with it. It YOU want to help 
them, I quite agree, Or, . is It con-
cerned with informants? It could 
quite as well read that it concerns 
'!,hose who have themselves dodged 
taxes, want to come clean, then only 
pretend to come clean and do not 
make all the disclosures that they 
ought to. If this kind of a thing is 
intended here, I entirely agree that 
they should not be helped. There 
cannot he any mercy tor people of 
this kind. 

Shri B. R. Bhagat: I think, infor-
mants do not come. under this. 

Shri Dari Visbnu Kamath: Tbe 
Minister is not clear himself. 

Shri N. Dandeker: This is with re-
gard to the assessees? 

Shri B,B .. Bbap.t: I think, the in-
formant does DOt come under this. 

Shri N. C. Chatterjee: 1 think, the 
hon. Minister isrUht. It does not 
cover informants. If you look at 
page .43, you will find that the note 
which is given .says: 

"Clause .34 introduces a new 
section 36A empowering the Cen-
tral Government with a view to 
obtaining eVidence of any per-
son ... " 

Shri N. Dandeker: "Obtaining evi-
dence" sounds to me doubtful. 

Shri N. C. Chatterjee: "connected 
with concealment of particulars of net 
wealth or evasion of payment of tax 
on the net wealth, to tender to such 
person immunity from prosecution 
for any offence as also from the im-
position of any penalty under the 
Act." The tender of immunity can 
be withdrawn if it appears to the 
Central Government that the person 
to whom 'the immunity was tendered 
has not complied with the conditions 
on which $!lob immunity 'Was grant-
ed .... " 
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[8M N. C. Chatterjee] 
Of course, I ail"ee that the language 
is rather comprehensive and may rope 
in all sorts of people. 

Shri. N. Dandeker: If this is con-
cerned wit~ informers and ap-
provers .... 

Shri B. R. Bhagat: Abettors, not in-
formants. 

Sbri N. Daadeker: Let us not hedge 
around with words. It ~on~erns ap-
provers, a fellow who has given in-
formation .... 

8hri B. &. BIIaga.t: I said, "Abet-
_tors". 

Mr. Deputy-Speaker: Abettor and 
not approver. 

8hri N. Dandeker: Abettor is a per-
son, who is defined Quite rightly, who 
could 'be accused. It is like a case of 
murder where a person commits mur-
der and turns npprover. So, it ap-
plies to approvers and main assessees 
but not to informers. 

Shri B. R. Bhagat: Not to infor-
mers. 1: said, "Abettors". 

Shri N. DaDdeker: Then, I agree 
entirely. 

is: 
Mr. Deputy-~er: The question 

"That clauses 34 and 35 stand 
part of the Bill." 

The motion was adopted. 

Clauses 34 and 35 WeTe added to the 
Bill. 

Clause 3~ (Insertion of new section 
37A). 

8hrl N. DaIldeker: Sir, I beg to 
move: 

Page 29,-

omit lines 10 to 13. (40). 

This clause introduces a new sec-
tion, section 37 A, and talks of the 

powers of Inspecting Assistant Com-
misSioners, Wealth-tax Oftlcers etc. to 
enter and search. On the whole, 1 
agree, the section is administratively 
necessary. It has ·been the cxpen-
ence undoubtedly of the Revenue De-
partment that even though they have 
got information they find it difficult 
to pursue it because Of the lack of 
power. But when you read this 
thing, you find that it is going too far. 
It reads: 

"Where the Commissioner, in 
ICOnsequence of information"-

not definite information-

"in his pOllSession, has reason 
to believe that--" 

the~ I read sub-clause (c)-

"any person is in possession of 
any articles or things including 
money disproportionate to his 
known assets, particulars of which 
will be useful for, or relevant to, 
any proceeding under this Act,"-

proceedings not necessarily my own, 
somebody else's assessment. It was 
says: -"If he is in possession of any 
articles or things"; in other words, the 
briefs of a lawyer or the accounts and 
so on of an accountant. Where the 
Commi"sioner has reason to believe 
that-

"any person is in possession of 
any article or things including 
money disproportionate to his 
known as. pt... particulars of whlcb 
will be useful for, or relevant to, 
any proceeding under this Act," 

then he, that is to say, the Commis-
sioner not necessarily in consequence 
of having definite information but in 
consequence of information in his pos-
session:-

"may authorise any Irispecting 
Assistant Commissioner or any 
Wealth-tax Officer to enter and 
search, with such assistance as he 
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may deem neeeuary, any building 
or place" etc. 

But before I make any comment on 
this, I know that the Department is 
exceedingly handicapped by the lack 
Of powers to pursue the information 
in terms of actually going and seeing 
thlngs for themselves. Sub-clause 
(a) is quite all right, but sub-clause 
(c) is I think, going too far. An 
otherw'ise excellent provision intended 
10 arm the Department with necessary 
powers has been rendered bad by this 
kind of a thlng because it could be the 
subject of really dreadful situations in 
terms of offices and buildings ana so 
on of lawyers, bankers, accountants 
aDd all other professional advisers 
could be searched because the Com-
mi<Eioner may think that he is in pos-
session of any article or thing. Art ar-
ticle would include account-books, 
briefs, counsel's OPIniOns, solicitor'S 
opinions, written statements of the 
clients and so on. It says: -. 

"articles or things inc1uding 
money." 

I think, this should have been drafted 
a little more carefuily. But, as it 
~oes, it goes much too far and, 1 am 
sorry, I am unable to support this par-
ticular thing in an otherwise very 
good clause. 

Shrf D. C. Sharma: Sir, I do not 
think that sub-clause (c) goes very 
far. The whole trouble is arising from 
the fact people do not understand the 
significance and the all-pervasiveness 
of, what are called in modern language, 
anti-social crimes. I think, this is only 
a concession to that tendency which is 
prevailing all over the world, the 
tendency of anti-social crimes. Sup-
pose, I have something which can 
implicate me in the court of law and 
I pass it on to some neighbour; then, 
has the court no authority to get hold 
of that neighbOUr SO that it can r .... 
cover that document from him? Sup-
pose, I have got some valuable thing 
which may incriminate me in a court 
of law and I pass it on to somebody 
else so that I escape from the clutches 

Bill 
of law, should not the law have any 
power over that man who has got this 
kind of thing? Again, suppose, I have 
money and I pass that money on to 
somebody else and say, "If you keep 
this money I will not have to pay so 
much of w~alth-tax"; I do not think a 
person should be allowed to go scot-
free if he can evade payment of due 
taxes by passing those things-on to 
lIomebody else. These things are per-
mitted in every kind of Code of CrImi-
nal Procedure; not only in any Code 
of Criminal procedure--I do not want 
to use the words 'criminal procedure' 
-in any code of anti-social laws. 

Even those persons who assist or 
abet in this kind of a thing are as 
!lluch liable to prosecution as anyone 
else. Of course, the hon. Minister 
used the word "abettor' and it may 
not be used here, but the fact of the 
matter is that there are some' persons 
who will try to evade the provisions 
of this Act by taking shelter under 
some other person's umbrella. I think, 
those persons who give shelter under 
their umbrella to such persons should 
be as much liable to punishment as 
anybody else. 

Shrf H. N. Mukerjee (Calcutta Cen-
tral): I have a feeling that this pro-
vision is rather important and Mr. 
Dandeker's objection should not be 
accepted by Government. I say this 
because if we err in this kind of legis-
lation, it is better to err on the side 
of severity than on the side of leniency 
as it is in the implementation of wh,t-
ever law We pass here that the real 
test will corne and so far it has hap-
pened that in spite of provisions in the 
law being already there, the app'licli-
t!on has not been satisfactory. There-
fore, it is rather better to have it put 
even in somewhat severe terms to 
which Mr. Dandeker takes objection. 

I would not have intervened at this 
stage unless I l!.ad recently got to know 
of certain things which indicate how 
things are not pursued properly as 
far as the administration is concerned 
even when information is forthcoming 
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[Shri H. N. Mukerjee] 

and. large sWIiS of money in the pos-
seSSIOn of certain people change hands 
and heaven knows what happens after-
wards. Very recently, I had occasion 
to have information from very reput-
able sources that a very rich commu-
nity of Daudi Bohras in Calcutca had 
their spiritual preceptor, a gentleman 
whom I need not name, who is very 
well known to the Finance Ministry 
and ",'>en he was in Calcutta accord-
ing to the practice prevalent in the 
Bohra community, this gentleman, the 
head of the community is invited to 
certain houses and there is a competi-
tion amongst th 2 rich BohTlls to find 
out who can have this person as his 
guest and if he cannot be sent to some-
body's house, then he is gi~en a naz-
.. ana and there is, of course, a samp-
tuous dinner, and the naZ1"ana is given 
in the shape of currency notes ·upto a 
'fiery large amount, say Rs. 50,000 or 
even more in certain cases-it all de-
pends upon the person who is ibvolv-
ed. And the power of this person over 
his disciples extends so far that in 
Bombay some legislation had to be 
enacted because according to the order 
of the spiritual proceptor the body of 
a man who had been buried was ex-
humed because he was ex-communicat-
ed by some kind of peculiar spiritual 
process. This information came to us 
and the Income-tax Department also 
got intimation about it but I am sure 
that nothing seems to have been done. 
Very lare sums of money change hands 
and this community which is very rich 
has got some peculiar religious, quasi-
religious and pseudo-religious, con-
ceptions about paying money to the 
spiritual leader and this is sometimes 
blackmailed to this extent by so-called 
spiritual processes. This is one ex-
ample which came to us recently. I 
do hope the Ministry takes more notice 
of it. It shows how in very devious 
way the people who run business have 
to transfer such large sums of money. 
Ifhis having come to my notice, I felt 
fortified in the conviction which I have 
had for a 10nlt time that in regard to 
this kind of legislation if we err, 1et 

us err on the side of severity and not 
on the side of leniency. 

8hri N .. C. CbJ!,tterjee: May Lair, 
point out that Mr. Dandeker-and he 
has experience in this class of cases-
recognises the necessity of conferring 
wide powers of seizures in some cases 
but the only apprehension he feeb is, 
and there I think he is right, that it 
may lead to great abuse of power. if 
it is uncanalised and the authorities 
have unfettered power particularly to 
make such an order to seize any papers 
from the lawyers' chamber, to enter 
into any chamber of any professional 
man, whether he be a doctor or an 
accuuntant or an advucate and to malu' 
a roving inspection of all things and 
so on. I do not think that is necessary 
or that is needed. I am not in favour 
of withholding the power. I am per-
fectly prepared to give reasonable and 
effective power. But at the same time 
I say that should not be abused. I shall 
appeal to the hon. Minister that when 
he frames rules under this clause a 
sultable indication should be made in 
the rules so that there should be no 
uncanalised, unfettered, power. given 
to the authorities so that unnecessary 
harassment may not be caused. I have 
had the privilege to know about the 
Bohra prophet and it may be that in 
that case something has been done. 
Naturally, there has been some soft-
ness on the part of the department but 
only the enactment of a section will 
not do. It must be followed up by the 
effective steps to implement this Act. 

Shri B. K. Bhapt: Mr. Deputy-
Speaker, Sir, I think the power given 
is very precise. The main intention 
is that without any precise information 
there cannot be any search of this 
kind. It is not an unfettered power. 
The rules lay down the way in whlch 
the searches should be made. In this 
particular case, the Commissioner will 
not order for any search unless he has 
the precise information. This principle 
has been accepted in the Income-Tax 
Act and this i. a very very valuable 



Wealtll-tax AGRAHAYANA 11, 1886 (SAKA) Standa,.ds of 2972 
Weights and Measu,.e$ 

(Amendment) Bm 
provision of the Act particularly in the 
present situation when we bave to 
check evasion, when we have to find 
out the undisclosed assets. This parti-
cular sub-section (c) refers to undis-
closed assets. Unless we have this 
power, any detection of undisclosed 
assets which may have been the result 
of evaded taxes, will be very much 
difficult. But I can assure the House 
that the intention is being literally 
carried out that searches are not made 
in the briefs of lawyers or doctors. 
But certainly when a definite in1orma-
tion is that they have large and un-
disclosed assets either in money or in 
some other form or accounts leading 
to the detection of those assets, in any 
profession, whether they are business--
men or lawyers or doctors, then the 
searches will be made and not other-
wise. 

Mr. Deputy-Speaker: I shaI! now 
put amendment No. 40 to the vote of 
the House. 

Amendment No. 40 was put" and nega-
tived. 

Mr. Deputy-Speaker: The question 
~: 

"That clause 36 stand part of 
the Bill" 

The motion was adopted. 

Clause 36 was added to the mu. 
Mi-. Deputy-Speaker: The question 

15: 

'"niat claus"es 3'1 to 41 stimd' 
pari of the Bill". 

The motion was adopted. 

ClaUSes 37 to 41 were added' to the Bill. 

Mr. Deputy-Speaker: The question 
is: 

"That clause I, .the Enacting 
Formula and the Title st811d part 
or the Bill." 

The motion wag adopted. 
,ClaW!!! I, the !i1ialitingll'omiula and tile 

1'itle WeT'e ailded" to the Btlt 

8hri B. R. Bhapt: Sir, I move: 

"That the Bill, as amended; be 
passed". 

Mr. Deputy-Speaker: The question 
a: 

"That the Bill, as amended, be 
passed" 

Shri Narendra Singh Mahida: There 
is no quorum in the House. 

Mr. Deputy-Speaker: The bell is 
being run .... Now there is quorum. 
The question is: 

"That the Bill, as amended, 'De 
passed" 

The motion was adopted. 
The Bill, as amended, was passed. 

14.50 hrs. 

STANDARDS Of WEIGHTS 
MEASURES (AMENDMENT) 

AND 
BILL 

. The Deputy Minister In the MinIstry 
of Commerce (Shri S. V. Rama~ 
swamy): Mr. Deputy-Speaker, Sir, I 
beg to move: 

''That the Bill further to amend 
the Standards of Weights and 
Measures Act, 1956 be taken into 
consideration." t 

Sir, the Act when it was passed in 
1956, defined the various standard units 
On the basis of the definitions pres-
cribed for international adoption by 
the General Coruerences on Weights 
and' Measures. These general Confer-
ences are held under an international 
agreement ca]1ed the 'Metre Conven-
tion'. One of its functions is tb lay 
down definitions of the various units 
of weights and measures for interna-
tional use in science technology and' 
meteorology. These' definitions are 
adopted by all signatory countries in 
thei" laws relating to weights and' 
measures. India' has signed the 'Met-
ric Convention'. We have, therefore, 




