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Transport Cooperatives 
4. Quan.ity reserved for Co- No such re-

operative Societies 011' of servation IS 
the quan-i'Y'o be ex- made. Quan-
por:cd during 196~. ti'ies of raw 

- sugar supplied 
by Coopera-
tives for export 
durina 1963 
and 1964 were 
a. under:-

Year Total Quantity 
of raw sugar· 
procured for 
expor' (l.akh 

Tonnes). 

------("1)--

1963 2' S2 

1964 :Z'24 

12.27 bra. 

Quantity of 
raw sugar sup-

pl;ed bv Coope-
rative faclories 
out of quan-
titie. shown in 
column (I) 

(Lakh Tonnes) 

=-=-~.~) --::::. 
0'77 

0'98 

COMMITTEE ON GOVERNMENT 
ASSURANCES 

MINUTES OF EIGHTH SITTING 

Shri Slddananjappa (Hassan) : 
beg to lny on the Table the MinutPII 
of the Eighth Sitting of the Commit-
tee on Government Assurances held 
during the current session. 

12,Z'H bra. 

CORRECTION OF ANSWER TO S.Q. 
NO. 182 re: TRANSPORT CO-OPE-

RATIVES 

The Minister of rraDSport (Sbrl Raj 
Bahadar):· In a supplementary ques-
tion arising out of the reply given to 
the Starred Question mentioned above, 
Shri Buta Singh wanted to know whe-
ther Government propoled to set up 
separate financial Corporations to as-
sist the transport cooperatives. I had 
stated in reply that one of the recom-
mendations' of the Study Group on 
Transport Cooperatives wail that the 
State Governments should set up such 
Corporations, and funds could be with-
drawn from the State Governments 
or the State Bank of India. The actual 
recommendation of the l1roup regard-
ing this is that the financing agencies 

for transport cooperatives would nor-
mally be the State and District Co-
operative Banks and State Financial 
Corporations which should, in tlheir 
turn, be able to secure the necessary 
funds from the State Governments or 
the State Bank of India. on State Gov-
ernment guarantee 

II .. hI'S.. 

DIRECT TAXES (AMENDMENT) 
BILL-contd. 

Mr. Speaker: The House will now 
take up further consideration of the 
following motion moved by Shri T. T. 
Krishnamacharj on the 24th Septem-
ber. 1964, namely:-

"That the Bill further to amend 
certain laws relating to direct 
taxes, be taken into consideration." 
Shri S. M. Banerjee might now con-

tinue his speech. 

An HOB. Member: How much time 
has been allotted for thiR Bill? 

Mr. Speaker: The time fixed is 4 
hours. 

Shrl S. M. Banerjee (l{,gnpur): I 
feel that certain prOVisions of this Bill 
are welcome provisions. but before I 
proceed to make my observations on 
I.he various clauses of the Bill. I must 
say that the income-tax arrears or the 
ar~eas of gift tax. wealth tax etc. have 
not been reduced. 

When we are discussing this Bill 
and considering the measures by which 
relief could be given to the assessee 
so that he may pay the arrears, what 
is the picture that we have before us 
regarding the arrears of these taxes? 
The gross arrears of Income-tax as on 
31st March, 1964 amounted to Rs. 290 
crores, and the effective arrears of in-
come-tax on the same day amounted 
to Rs. 170: 8 crores. The Finance Mi-
nister. according to the HiMustan 
Times dated the 7th April, 1964, is 
reported to have said at a meeting of 
the parliamentary consultative com-
mittee that tlhe total gross arrears of 
incom'e-tax amounted to Rs. 292: 16 



4323 Direct-Tazes SEPTEMBER 29, 1964 (Amendment) Bm 4324 

[Shri S. M. Banerjee] 
crores, out which an amount of Rs. 123 
crores had constituted arrears for three 
years and more. The figures are 
Rs. 30 crores for two years, Rs. 48 
crores for a year and Rs. 57 crores 
current arrears, 1963-64. Thus 
the total effective arrears amoun-
ted to Rs. 193 crores, Rs. 71 crares 
outstanding for three years and more, 
Rs. 22 orores for two years, Rs. 42 
crores for a year and Rs. 57 crores 
current arrears. Arrears of wealth tax 
are estimated at Rs. 6: 66 crores, estate 
duty Rs. 4.36 crores, gift tax Rs. 81.5 
lakhs and expenditure tax Rs. 43' 6 
lakhs. 

These are figures according to om-
cial sources. I feel that no effective 
steps have been taken to recover ar-
rears of income-tax. I know that in 
1957, when I was first elected to this 
House, I raised a question about the 
the arrears of such taxes in the city 
of Kanpur only. The figures were 
revealing when I came to know that 
in Kanpur alone the arrears of income-
tax, gift tax and wealth tax were to 
the tune of Rs. 4~ 98 crores. 

AD Bon. Member: What is Shri Ram 
Ratan Gupta's share in it? 

Sbrl S. M. Banerjee: I do not know. 
Shri Ram Ratan Gupta Is one of those 
who have been exposed. But there are 
other Guptas and Singhanias in Kan-
pur. After raising the question in this 
House and getting an assurance 
from the Finance Ministry, this 
amount was reduced to Rs. 3' 25 cro-
res. Even today I know that in Xan· 
pur alone this amount is nearly Ra. 3 
crores. 

AJJ regards other commercial taxes 
also, the question was raisred in the 
State AJJsembly about sales tax. The 
arrears in Kanpur alone were of the 
order of Rs. 64 lakhs. We are not dis-
cussing sales tax now; we are discus-
sing direct taxes. I would like to 
know from the hon. Minister what 
effective steps are being taken to rea-
lise these arrears. 

While speaking on the Finance Bill 
tin 21st April 1964, Shrl T. T. Krlsh-
namachari observed: 

"Evasion is very wide. That IS 
conceded. In fact, in the last 
six months that I have been in 
charge of this Ministry, I have 
found that our estimates of eva-
sion have been somewhat of an 
under-estimate. Evasion is much 
greater. In what we call the 
sample tests that we are making 
in particular streets, we find the 
number 'Of people who have evad-
ed are not small people but some-
times ,big people. also". 

The hon. Minister says 'sometimes', 
but I know it is all times that the 
big people evade. The policy of the 
income-tax department-I have n'Otb-
ing against any particular oftlcer: 1 
do not' impute any motive; I have 
the greatest regard for the chairman 
of the Board who is a person of un-
questionable integrity-the p'Olicy of 
the incom-e-tax department is: be 
kind and polite to the big people and 
harsh to those who belong to the 
lower category. When income-tax 
arrears are due from an ordinary 
shopkeeper, he is prosecuted, perse-
cuted and humiliated. But what hap-
pens in the case of those big people 
who are responsible for the 1'Otal in-
come-tax arrears, non-effectIve 
arrears of Rs. 292 crores? Csses are 
pending in courts of law. Whtle 
announcing his tax proposals in the 
budget tor this year, the han. Min-
illter said: 

"AJJ the House is aware there 
is a general feelln, that the 
Govemment is losing a fair share 
of revenue due to evasion and 
avoidance. This has been attrI-
buted in the past to the prevailiDl 
hi~b rates of taxes. But with 
the reduction In the tax rates 
now prop'Osed, I hone we shall 
hear less of this. The proposed 
RlIldlt reduction of tax bas been 
mainlv In respect of Incomes over 
Rs. 115,000". 
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Now, what was the reduction? l' 
kn'ow my hon. friend, Shri Morarka, 
who is not present .... 

Rs. 6,000 a year, They should not be 
taxed at this h'our when Government 
"Ave milH!rllbly failed to hold tM 
price line and are unable to check tM 
price line because of the policy they 
are pursuing. 

An Bon. Member: He is present. 

Shrl Bade (Khargone): Is ShIi 
Tyagi the would-be Finance Minis-
ter? 

Mr. Speaker: He headed the Com-
mIttee on direct tax!'!s administration. 

Shri S. M. Banerjee: A feeling was 
gIVen to the country that the hon. 
Finance Minister by his tax prop'osals 
had spread the low income group peo-
ple. But what are the facts? People 
who are within the Income group ot 
Rs. 5,000 pay less-I agree. What are 
the items? Tax Rs. 92, CDS Rs. 1411, 
total Rs. 241. Under this, they WOUIQ 
pay 'Onlv Rs. 84 as tax. So there is 
a reduction of Rs. 8. But what hap-
pened further on? A person getting 
Rs. 10.000 per year who was paying 
Rs. 680 as tax and Rs. 2150 CDS, th!lt 
is in all Rs. 930, now pays Rs. 7UII. 
The variation in tax over 1963-64 is 
plus 29. A person getting an annual 
income of Rs. 15,000 now pays Rs. 40 
m'ore. ... 

. -..-~ 
Who gets the concession? The 

entire tax proposal was that those 
people eetting Rs. 20,000 and 8Ibove 
upto RI. 3 Iakh should get concession 
t'o the tune of Rs. 33.649. Thi~ is how 
the tax proposal has affected the com-
mon man. In this particular Bill 
another concession Is being given to 
those who want to contribute to the 
Nehru Memorial !'und. Why not • 
concession be given Increasing the 
exemption limit for income-tax frOm 
Rs. 3,200 to at least Rs. 6.000? I sa'Y 
this ,because the poor middle class, 
whose backbone has completely been 
broken with these high prices, should 
be helped in this way if they cannot 
be helped in any other way. This was 
the unanimous request made in this 
House that the slab should be nlised 
to R~. 7.500. Some said it should be 
at least Rs. 6.000. that is upto those 
who are getting Rs. 1500 per month or 

Shri Kashl Ram Gupta (Alwar): 
Will we be included under that? 

Shrl S. M. BaDerjee: Yes. 

My submission is that some e!fec-
tive steps 9hould be taken to realise 
1I11 income-tax arrears. 

As regards the proposed clause lSA, 
as follows:-

'lanv special allowance ISpeci-
ficallv granted to an assessee by 
his employer to meet expenditure 
actually incurred on payment of 
rent (by whatever name called) 
ill respect 'Of residential accom-
modation occupied by the assessee, 
to such extent (not exceeding 
three hundred rupees per month) 
a~ may be prescribed having 
regard to the area or place in 
such accommodation is situate and 
other relevant c'Onsideration", 

t welcome this concession proposed to 
be given to those employees who are 
~ervin,l!( in commercial firms. But I 
think the main pUrpUse of the Bil! 
is contained in the amendment to 
section 88, as follows: 

"in sub-section (1) after cllluse 
(i), the following claUSe shall be 
inserted, namely:-'(ia) 11! 
donations to the Jawaharlal Nehru 
Memorial Fund referred to in the 
Deed 'Of Declaration of Trust 
adopted bv the National Com-
mittee at its meetinlf held on the 
17th day of August 1964". 

This is something extraordinary. It 
was never done in the case of the 
Gandhi Memorial Fund or in &By 
other fund. It was done to some 
extent in the ease of the National 
Defence Fund. I can agree. 
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Tbe MbUster of RehabUltatloa (Shri 
TyarU:It was done in the case of 
the Gandhi Memorial Fund. 

Shrl S. M. Banerjee: Was the Act 
amended? No. I have got both tile 
principal Act and the amendtld Act. 
It was not d·one. It was done In ~he 
ca~e of the National Defence I!'und 1 
agrce; but for that, it was never done 
in the history of our taxation or In 
the history of our Finance. Ministry. 

Shri TY8gi: In the case of the 
National Defence Fund and the 
Gandhi Memorial Fund, the same 
treatment was given. 

Shrl S. M. Banerjee: Unfortunately, 
from Finance you went to Defence. 
then you became defenceless, ati:lIil 
you are rebabiIitated. Naturally, Y·JU 
have forgotten these things of thp 
Finance Ministry, I am sorry. I have 
got the principal Act. 

Sbri Tyap: Does my hon. friend 
want rehabilitation? 

Shri S. M. Banerjee: You rehabili-
tate me after discharging me? Buth 
of Us have been rehabilitated. 

Shri Joachim Alva (Kanara): He 
has not forgotten what you have done 
to the Kanpur factory. 

Shrl S. M. Banerjee: What is the 
position today? Supposing I have 
earned Rs. 5 lakhs . 10 per cent of it 
I can pay to any' charitable institu-
tion or National Defence Fund or 
Gandhi Memorial Fund, or any fund 
to which I am allowed to contribute: 
that is what we called allowable ex-
penditure. That is. I shall not be 
taxed on Rs. 50,000 but if I want to 
pay Rs. 2 lakhs, then, naturally. I 
shall be taxed on the balance 
Rs. 1,50,000. The implication of the 
present clause is explained by the 
hon. Finance Minister thus in his 
Notes of Clauses: 

"Clause 5 seeks to amend section 
88 of the Income-tax Act. The 

effect of this amendment will 
be that the entire amount paid 
by an assessee during the previous 
year as donation to the Jawahar-
lal Nehru Memorial Fund refer-
red to in the Deed of Declaration 
of Trust adopted by the National 
Committee on 17th August, 1964 
will qualify for rebate of lncome-
tax under section 88 of the In-
come-tax Act without application'" 
of the monetary limit laid down 
in sub-section (3) of section 8t1 
of the Income-tax Act (viz., 10 
per cent of the total income of the 
assessee or two hundred thousand 
rupees, whichever is less). It has 
been laid down in this behalf 
that donations to the aforesaid 
fund will not be taken Into 
acc :lUnt in calculating the above-
mentioned monetary limit." 

Shrl 1. B. Kripalani (Amroha): 
That means the Government is making 
the donation. 

Shrl S. M. Banerjee: Exactly what 
is the total don~tion we are 
receiving? The hon. Prime M:IlIR-
t.er 'l.nnounced that the total amount 
is Rs. 9 lakhs. What a Door res-
ponse! And out Of this Rs. 9 lakhs, 
only one concern has paid Rs. 5 
lakhs. Mr. Birla has yet to aee what 
'~mendment is moved. Dalmia has 
yet to see what further concessIons 
!Ire likely to be aiven in the name 
of Shri Jawaharlal Nehru. All these 
people are waiting patiently to see U 
certain concessions are given in 
income-tax in Wealth Tax, in GIft 
Tax or an~ other corporate tax. it 
some incent1ve is given, they will 
give further donations to this Fund. 
This is a very sad oommendatary on 
the democratic functionina of this 
Government. 1t will be .really crea-
ting blackmarketiJli or .profiteeIillg 
or racketeering even in the Nehru 
Memorial Fund. 

I am sorry that the name of this 
beloved leader of this country, who 
has 110 parallel In this country, il 
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being brought in the form of coins, in 
the f"rm of income-tax rebate. I a;) 
not know to what extent they lIl'e 
going to put his name in the dll~t. 1 
am sorry at this. I am an ardent 
follower of Nehruji, without getting a 
ticket frcm him, mind you. He has 
been opposing me. Still, I really 
fol(ow his words as gospel. I know 
he has liven something not only to 
our ccuntry, but to the we,-t:!, but 
should we 10 to this extent? If we 
did not do it in the case of Gandhi 
Memorial Fund or any other fur.ct, 
why should We do it here? 

We h:lve done it in the case of the 
National Defence Fund, because, as 
very correctly said by the very 
leader~ of this House as well as 
leaders outside, after all, the cuu.tlry 
is greater than Nehru. And n"tural-
ly, I oppose this clause. 

Today there is a provision that 10 
per cc!'!t will not be taxable, but 
what is tlhe response? No response. 
So, I feel that this should 110t be 
done. 

Shrl Tyagi: The functions of this 
Nehru Memorial Fund Villi bo:! prac-
tiCl:l.lly the same as those of Gov-
ernment, except that non-official help 
will ba obtained, and therdore my 
hon. friend might keep that objective 
also in mind. 

Shrl J. B. Kripaiani: Why should 
not the Government directly make 
the contrioution. Why this indirect 
way, I really cannot understand. If 
you have to !/teal fram people's 
pockets, do it honourably. 

&hrl S. M. Banerjee: As very ably 
explained by Shri Tyagi and very 
well replied to by Aciharyaji, I should 
say that in that case, let Government 
C'ome forward-we will iivc tneM 
sanction-and say that they want to 
('ontribute. Nobody will object In 
the caSe of Nehruji. 

What happened in the case of the 
National Defence Fund? Much of it 

1283 (Ai) LSD-16. 

has been misappropriated. 
happened in the case of the 
Memorial Fund. We have 
history, and whenever some 
bution is asked from the 
man, he says: 

What 
Gandhi 
a bad 
contri-

comm"n 

"er ~ rw<: ~ ot .. ~';o~r q lifT <:~r ~' 

People have started telling this, 
because we could not ·give a good 
an9Wer to them. I woul.d only re-
quest the hon. Finance Minister to 
kindly consider the various aspects, 
the various suggestions given by the 
Tyagi Committee. 

I would like to know from Silrl 
Tyagi what has happened to the 
Viswantha Sastri Report. There was 
an income-tax investigation commis-
sion appointed under the chairman-
ship of Shri Viswanatha Sastri. Whllt 
happened to that? I understand that 
simply because the Commission made 
rca thing criticism of certain houses, 
bncluding Birlas~ that Comm;oslon's 
I cport was never published. It is 
surprising. I would like to know 
what hRs happened to that Commis-
sion's report and whether all tlhe 
recommendations of the Tyagi Com-
mittee ha.ve been implemented. 

I am happy that this Bill It:!s 
brought two or three good items, but 
general!y our expectations or the 
Financ,,! Minister have been belied. 

With these words, I would once 
·gain reauest them not to bring 
Nehruji'~ name in this particular 
thing. Let it be left to the people 
eoncerned. If Tatas want to pay 
Rs. 10 lakhs, 'Or Birla wants to pay 
Rs. 25 or Rs. 27 lakhs, let them all 
pay income-tax, let them not be given 
incentiVe in the name ftf Nchrujl. 
That i~ lI'hat I have to sum bit. 

Shrl V. B. Gandhi (Bombay Cen-
fral South): The object of this Bill 
is to remove certain unintended hard-
Rhips to IIssessees, and als'o to provide 
relief to assessees in certain cases. 
The Bill as it has come ·before us has 
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certainly achieved the object, and 
hence" wp welcome this measure. 
There ml\'e been several promises 
made in this House bv the Finance 
Ministe)' during discussions on the 
budget, Pond this Bill, as We see, ha~ 
also taken care to implement tl1cse 
promises. 

This Bill has offered certa;:'! con-
cessions and certain reliefs from 
hardships to a class of assessecs. ~'or 
instance we haVe here Clause a 
which ~llows the exclusion from the 
total income 'of an assessee of any 
&l1owance specially granted to him by 
his employer to meet the expendi-
ture incurred on payment of rent 
for the residential accommodation 
occupied by the assessee, n'ot exceed-
ing Rs. 300 per month. That is a 
very timely and a very deserving 
concessi.:>n which has long been over-
due. It is going to be of great relief 
to the middle class people, and par-
ticularly the Government anc! other 
t'mploy~es with a fixed income are 
going to benefit from this concession. 
This r.ced is verv urgent in large 
rities like Bombay and Calcutta. 
There is one clarification which IS 
sought by some people about this 
provision and it is whether the 20 
per cent allowance for perquisites will 
be kept out of the calculation or 
these rent allowances. It makes one 
feel rather sad to hear what has 
just n'ow been said by Mr. S. M. 
Banerjee about the provision in clause 
5 in regard to Nehru Memorial Fund. 
This Fund is going to be used entire-
ly for the purpose stated clearly in 
the Deed of Declaration of Trust. 
That there sh'ould be any expression 
of disagreement on a proposal of this 
kind for the memory of a man of the 
eminence of our late Prime Minister 
is. as I gaid, a very sad commentary 
'on the minds of some Members from 
the Opposition. After' all the fund is 
going to be used for public purposes. 
The pm'poses are stated. I do not 
think that anybody can have any 
objection to the purpose as indicated 
in that Deed. 

I will come to two other very im-
portant clauses 10 and 18. These two 
clauses are going to be of great value 
in unearthing hidden resources in 
helping the auth'orities to secure 'diS-
closure of assets of great value and 
in securing that there should bl:; nil 
evasion of tax. It is provided here 
that there shall be no registration of 
any document unless there is a tax 
clearance certificate produced before 
t.he registrar. We were a little appre-
hensive whether a provision of this 
kind would involve some kind of 
inconvenience. But we have nOW 
the assurance that there is g'oing to be 
not much inconvenience felt because 
there is a provision that a cprtificate 
will be granted within a stipulated 
time or that the party will be infor-
med that no certificate can be grant-
ed. That is a very good and senslb:e 
provision. 

Another clause of importance is 
the one dealing with the provision 
which would require that the con-
tractor who secures a contract for 
construction will inform the income-
tax officer about the contract. Now, 
this is also one way in which con-
cealed assets in immovable property 
will come to light. 

There is one more clause about 
which I would say a few words 
before I dose and it is about clause 
2 which is about the distribu-
tion of accumulated profits in the 
case of companies which are 
acquisitioned by the Government or 
other governmental corporations. 
Here. we agree to the principle that 
these accumulated profits should not 
be chargeable to tax as dividend 
but we find this concession is limit-
ed in point of period. It says it will 
be available for the years "attribu-
table to the accumulation of profits 
of the company, relatin to the period 
prior to three successive previOUS 
years immediately preceding the 
previous year". If really it is intended 
to be fair to the shareholders of the 
companies whose assets had been 
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taken over or acquisitioned by' the 
Government I do not see why we 
should be not be generous in o1.!r 
approach and in our offers. After all 
it is not very likely that the com-
panies would come to know of the 
Government's intention to acquire 
their assets or their companies in 
advance of three years and actually 
a company whose accounts are made 
up in the calender year 1964 would 
have to forego the benefit of tilis 
provision up to the year endinl 31 
December, 1960. I do not really think 
that this being taken is necessary. I 
think it would be more fair if we go 
the full length in our desire to be 
hir to the sarelholders of the com-
panies in this respect. 

Sbrl Prabbat Kar (Hooghly): Sir, 
while moving this amending Bill, the, 
hon. Finance Minister has stated that 
he had thought over many points 
which were raised during the clilIcu.-
sian on the Finance Bill and after 
having applied his mind is now 
making certain changes with a view 
to give relief to certain section of 
the assessees. 

151') ~ ~ If,~!fI'lI': (~): 
~~, ~ it iti'ror ~ ~I 
~ 17;;i't1r;fo~1 

Mr. Speaker: Let the Bell be rung 
-now there is quorum. 

The bell is being rung-now there 
is quorum. Shri Prabhat Kar may 
continue. 

18 brs. 

Sbrt Prabbat Kar: Sir, I was saying 
that the Finance Minister, after 
consideration, has come out with an 
amendment of the various tax provi-
sions to give some sort of relief to 
certain sections of the assessees. 
Along with that, with a view to 
tightening up the tax-collecting' 
machinery so that avoidance or eva-
sion of taxes can be checked, ,he hilS 
come out also with certain changes 
in the Income-tax Act. Now, I would 
say that we have found that most 

of the time the sympathy is mis-
placed. In the present State of affairs, 
with a steep rise in the prices of the 
daily necessities of life, it is the 
lower rung of the salaried employees 
who are hard hit. The persons who 
draw a salary of five hundred, six 
hundred or even a thousand rupees, 
persons who cannot under any cirourn-
stances evade a single Paisa of taxation 
and whose taxes are deducted at the 
source at the time of payment of the 
salary, these are the persons who 
are hard hit. 

Sbri R. S. Pandey (Guna): Sir, on 
a point of order. Is it permissible fol' 
any person to occupy the Prime 
Minister's seat in the House? 

(Shri Bibhuti Mishra WC13 at that 
moment sitting in the Prime Min-
isteor's seat). 

Mr. Speaker: He might decide it 
within his party. 

Shri Prabhat Kar: Sir, these are 
the section of employees who today 
are hard hit. The relief granted .... 

Mr. Speaker: It is desirable that 
the Prime Minister's seat should 
remain vacant when he is not there; 
it should not ordin''lrily be occupied 
by any other person. That would be 
a good tradition, if it is established. 
I would ask Members not to do like 
this. 

'"f'A'''~~ ~~;;i't1r 
~~~'R~IIIft~~ 

~I 

~~~:~~~,~ 

~ ~ m ~ ~ ~ ~ l!l'~ I 
Shri Prabhat Kar: Sir, we suggest-

ed that so far as income-tax for this 
rate of salary group is concerned 
there should be a relaxation, that 
instead of having the income-tax 
imposed on the earnings of Rs. 3,600 
it should be raised to at least Rs. 7,500 
and the relief should be granted to 
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this section of the employees. 
Because, today, as it stands, it is very 
difticult for them even to pay 
income-tax to the tune of five, ten or 
fifteen rupees a month. 

This year, during the budget 
speech, no doubt the Finance Min-
ister granted some relief by 
withdrawing this compulsory deposit 
scheme. But so far as the tax inci-
dence is concerned it was increased. 
The totality of the deductions, 
including the compulsory deposit, 
has surely been reduced. BV Lhe mci-
dence of tax is more than what was 
the incidence of the tax along with 
the compulsory deposit. The com-
pulsory deposit was an amount which 
was returnable after five years, and 
in the case of those who had 
deposits of less than Rs. 150 they 
could get it back within a year. Now 
the tax incidence in the lower 
income group has increased. 

Today We find that concession is 
being granted to a section of em-
ployees who are drawing house rent 
allowance, and the relief is given 
after Rs. 300. It means that a section 
of employees who are drawing a house 
rent allowance much more than 
Rs. 300 a month; and it will mean a 
section of employees whose emolu-
ments will be roughly between 
Rs. 1,500 and Rs. 2,500 or more as 
monthly salary. 

When we consider that because of 
exorbitant house rent, some relief 
:should be granted SO far as taxation 
is concerned, I would like to know 
why' for those sections of the em-
ployt es who today are forced to live 
in a situation by which sometimes 25 
to 30 per cent of their monthly salary 
goes for the payment of house rent, 
nothing hal been provided. As I was 
saying, the sympathy is a misplaced 
one. You are granting a concession 
to a section of the employees. No 
doubt they are salaried employees. I 
quite agree that any question of tax 
evasion does not arise in their case. 

But you are granting a concession 
to a section of employees who are 
for better off compared to the other 
section of employees who af'l! 
suffering and whose number is 
large, and there is no concession 
granted to them. As I said earlier, 
dUring this year's budget, although 
the compulsory deposit scheme has 
been withdrawn, the incidence of 
taxation has increased. What was 
necessary, considering the present 
situation, was that tax relief should 
have been granted to the lowest-
grade salaried employees who today 
are groaning under the rise in 
prices. 

Now, the tightening-up provision 
in clause 10 is no doubt a welcome 
provision. With a view to checking 
tax evasion, clause 10 seeks to insert 
a new section, section 230A, in the 
Income-tax Act where the register-
ing authority will refrain from 
registering any document of a value 
which is more than Rs. 50,000 until 
a tax clearance certificate has been 
produced. And the certificate is" only 
in respect of Income-tax but in 
respect of various other taxes. This 
is a welcome provision. 

In the same way clause 18 is all& 
a welcome provision. This refers to 
contracts for house building and the 
contractor has to submit all the 
details to the Income-tax Officer. As 
has been rightly stated, one way of 
evading payment of taxes is to build 
immovable properties, and also, 
almost always in the name of a third 
person, a benami transaction. 

So these provisions are welcome. 
But I would like to know what 
efforts have been made to find out 
whether, with the changes malle in 
the Income-tax or other tax 
structure, the incidence of tax evasion 
or avoidance has decreased. As was 
quoted by my hon. friend Shri 
Banerjee, the Finance Minister 
admits that the incidence of tax 
avoidance has not decreased. How 
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~is thing can be checked, what are 
the positive efforts made by the 
Finance Ministry, how to tighten the 
tax-collecting machinery: these are 
the things in which we are much 
more interested today, because we 
learn often about the unaccounted 
money. We are told, and rightly BO, 
that many of the effective measures 
to control the prices or to really 
keep our economy under proper 
control are being frustrated because 
of the huge amount of unaccounted 
money which is moving in the 
market. How has this unaccounted 
money come, and is it not possible 
for the Government to find it out 
and check it? It is often being said 
that unless that is done, it will be 
very difficult to have a grip over 
the economy of uur country. The 
Reserve Bank with all its power has 
failed to do it. I do not know. There 
was recently some enquiry about the 
money lying in some banks or 
vaults; it was said that some money 
was found. I want to know why this 
is not done in the case of the Di!! 
houses. It is a known fact that so 
far as money i. concerned, they are 
in the voults. You will find CUrIency 
notes there, or yuU will find curr~ncy 
notes converted into silver or gold 
bars, Why have you stopped with the 
checking of some accounts only of the 
film stars? Why can't you go further? 
Is it not possible to open the lockers 
in'Delhi and Bombay, places where 
you will be able to find out un-
accounted money? Why is this not 
done, if you are serious about it? 
So f~ 811 the gearmg up of the 
economy and contrOlling it is con-
cerned, if you are serious about 
collecting the taxes which are due 
and if you are to find out the tax 
evasion, these steps are absolutely 
necessary, I do not find any positive 
efforts being made by the Finance 
Minis try to this effect. 

As I have said, in this Bill there 
are items which we welcome. There 
are items to which I am not opposed 
but then I would say you must go 
further in regard to those items. When 

you grant concession by way of 
income-tax relief to those earnini 
up to Rs. 300, think of the millions of 
workers who are drawing much less. 
They are today finILna: a crisis In 
thell' own familiesj a situation has 
come about which has created a cnSlB 
among them and the stage has reach-
ed when they have aunostbecome 
extUlct. Why don't you think of thl5 
and grant concessions to them as 11U' 
as Ulcome-tax is concerned? 

Now, clause 5 seeks to amend sec-
tion sa of the lnc'ome-tax Act, ana 
it deals with the uonation to the 
Jawanarlal Nenru Memorial Fund, 
:Some hon. Members have said that 
tnere snould not ,be any contruversy 
ab'uut thiS. Tnere may not be any 
controversy so far as tne ereativn 01 
the Jawanarlal 1'Iehru MtomOl'itll t'una 
IS eoncerneU and the purpose ior 
wnlcn the Jfund is utl1lsed ~ con-
ct:rned, But wnat does it signify? 
It s,gmlies that today we have cume 
to a s .... ge when contributions will not 
be maUe to the Jawaharlal Nehru 
Memor.al 1!'unC1 unless you granL ':0.0-
cessIOns and unless you give incen-
tives! This is exactly the meaning 
01 tlUs parucular claWle. Th:ough we 
are saYing that we should not Bay 
anythlng about this particular aspect, 
because he was a natioJl!lI leader and 
not a party leader_with whicil I 
agree-the inclusion of thiS clause to 
amend the Income-tax Act means 
that today there will be no c'ontr,bu-
tion to the Fund until and unless you 
give those contributors a rebate. 1 
would put it like that. 

It rt'minds me of a story, in a 
village chapel, the priest used to 
stand 'on the pulpit and give sermons, 
but the J)enches were empty. He 
lhoUiht that in order to draw the 
people sODle music and other things, 
say, a band party, could be give,n. So, 
the announcement was made that on 
a particular Sunday there would be 
music and band; the people came &nil 
after hearing the music, they went 
awaYj the benches were again empty, 



4339 Direct· Tazes SEPTEMBER 29, 1964 (Amendment) Bill 4340 

[Sh.ri Prabhat Kar] 
TherefDre, anDther annDuncement was 
made that the first item wDuld be 
the sermon of the priest, when all tlle 
members wDuld stand uP, and aner 
that, the band Dr music party WOUIQ 
be allowed to play. Similarly, here 
is the Jawaharlal Nehru Memorl3l 
Fund. Here is the purPDse known to 
the C'(mntry; the purpose for which 
this Fund has been created. It IS 
going to help the build.inc up 'Of tho 
variDus aspects of 'Our national lite. 
But then the meaning 'Of this claus~ 
is, "if YDU want tD get the concession. 
then, if you cantribute to the Fund, 
you will lIet income-tax relief." The 
most important thing is that you get 
the relief first and then contribute! 
Is thil! the way by which you al'e 
going tD get . contributiDns to this 
Fund which has been created for the 
purpose 'of building up a new India'! 
If one says that such a claUSe should 
not be put like that. there would be 
Members saying that there should n(lt 
be any controversy abDut it. But I 
say this is a IIreat insult that great 
personality of India: f'Dr cDntri'buting 
to the Fund YDU are to give SGme 
concession so that the peOple may 
cDntribute to the Fund! It is an inSUlt 
1.t> the great leader of India and an 
insult to ourselves to include tJus 
particular clause and ask the people 
to contri'bute and lIet the income-tax 
relief. 

So far as the provIsion in relation 
tD the c'ompanies which will be liqw-
dated and which will be taken over 
by the Government is concerned, I 
agree with the propositiDn no doubt. 
It is not a questiDn of liquidati'on fDr 
the promDter, but fDr the purpose of 
taking over by the Government, the 
campanie!! will have tD be liquidated. 
Naturally. the promoters or the enter-
preneur! should be given some amount 
'Of cDncession over there. There, I 
entirely all"ee with tbe suggestion 
made by the Finance Minister that it 
shDuld be fDr the last three years' 
accumulated profit, because he slliQ 
in his 'Opening ;emarks that SDme-
times pr\lfits had accumulated when 

the company goes into voluntary 
liquidation and that at the time 01 
distribution the tax would be evadeu. 
So, the period is limited t'o three years 
I agree with that part of the clause. 

Then, on the question of charitable 
institUtions, I hold a very strong view. 
For the proportionate part, it is a 
tax on dividend. If it is a charitable 
institution, it is a known thing, whiCh 
we have discusSQd 'On V81'ious occaSions 
We haVe said that the charitable 
inst;tutions also will have to be en-
quired into and we must know what 
exactly is the tYPe 'Of charita'ble inS-
titutiDn that is functioninll, 5'0 that It, 
can get the credit at the concession 
which is being granted. Today, we 
have charitable trusts and the charI-
table trust is utilised tor the charity 
which always should begin at home 
and for the purpose of the person '" 110 
creates the trust. Considering that 
aspect, the cOl)cession has to be tho-
roughly enquired iIito. 

Lastly, so far as the tightening up 
'Of the tax-cDllecting machinery IS 
concerned, it has become very impGr-
tant at thts particular stage, and 1 
would like the Finance Minister to 
take up this isue. On the questic.n 01 
granting some concessi'on On housc-
rent, I would again appeal to the 
Finance Minister to cDnsider the case 
of the low-paid employees whD are 
today sufrerinll very much. 

lS.19 lin, 
(Ma. DEPUTY-SPEAKER in the Chair) 

Shrl N. Dandekar (Gonda': Mr. 
Deputy-Speaker. Sir, I am in general 
agreement with the pUrPOses ana 
'objects of the Bill. There can be no 
doubt that some 'Of the concessions 
that have been sought to be given bre 
due and wDuld ease the hardships of 
the assessees concerned with those 
particular matters. I wDuld in parti-
cular. as regards the case 'of the salari-
ed earners, endorse the plea that was 
made by the hon. Member who just 
spoke before me, namely, that it is 
not enou.th to clear of! the hardship 
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ot a plllrticular section of the salary-
earners. The salary-earners today,·-· 
with the rise in prices that has tnKen 
place and the economitant rise in tnt: 
cost of livina, and also the fact tlllH 
in the case of the sa}ary-earnen t!ler~ 
is no question of l'osa or any SUSPIClloll 
of loss of tax or under-assessmenL,--
are a category of tax-payers who arc 
probaoly the most severely harel-hlt 
liS a result, 'on the one hand, uI flsmg 
taxation, both direct and indirect, and 
on the other hand, of the riSC 10 
prices and the riSing cost of living. I 
do not think "the tax authoritit:s are 
fully aware of the extent of harc1snlp 
that has been suffered by tnc ~'llarierl 
class, pl'rticularly pe'ople 'n tnt" 
lower income brackets, namely, thos~ 
earning up to something like R;. 10,1I1t0 
to Rs. 12,000 per annum. And I wou1-l 
very earnestly. 

15fT plf .-;:{ ~i<t: ~'iTs:r4'f 

'If~T~T" ~ if iI'i'ror or@' ~ I 
Mr. Deputy-Speaker: The hon. 

Membe~ may resume his seat. The 
Bell is being rung. 

Therc is quorum now. Shri D:mde-
kar may continue his speech. 

Shri N. Dandekar: Sir, I Vias on the 
subject 'of concessions to lIalary earn-
ers. I do very strongly support the 
suggestion that was made by the 
hon. Mcmber who spoke before mf'. 
that th., lower limit of totai exen;p-
tion from tax in respect of salary 
earner' in particular ought to \:0) rals· 
ed very considerably. I have been 
myself very much in touch, bc.th 
while I was in public n,rvic.' a& well 
as during the years I was in sery,;:c In 
industry, with the conditions sufferl;!d 
by, w:lat One may call, the 'willte· 
collar iJrigade' in regard tv their 
standard of living arising as I have 
said, frnm these two circumstanc""s. 
namely increasing direct ~n? indir~ct 
taxation on the one hana IOC1·0)&'Slng 
cost of living on the other. I do not 
think it is appreciated that 10 the 
~ase o~ persons of that categ'or y there 
Is also the further fact that the I'!Unl-

ber of cnrnina members in most 
salary carners' families Is l.i~lIallY 

only 0111', rarely two, but neVd more 
than two, with the resl.;!t that most 
'of thl!In not havin, either adaitiol.al 
salary Earners, and most of them nDt 
having any other sourCES of inco.nf'. 
they tore a category of i)eople for 
whom. I think, the more we C::11 do 
in. term~ cf reliefs the better it WOU!:i 
be. And, while 1 am not in th" least 
oppo~'!d to the relief that i\ sOllgh~ in 
terms of tax-free rent allowance for 
those wh"o are in receipt of such 
allowances, my very definite fee'ing 
is that the lower bracket of salary 
earners, who constitute the very large 
mass of the middle and lower micl,il.? 
class, ought to be assisted in the way 
I have suggested. 

The other reliefs do not I think call 
for much comment. I think they are 
just and proper;-for instance, reliet 
in regard to accumulated profits of 
companies that are being wound up in 
consequence ot their being acquired or 
being taken over by other government 
concerns. The only point I haVe in 
regard to that is, I wonder wh,y the 
accumulated profits tihat are to be 
exempted from the definition of divi-
dend are only thoSe relating to periods 
prior to the last three successive pre-
vi'ous years. Why thOSe three succes-
sive previous years should be exclud-
ed from the benefit of this particular 
provision, I am unable to appreciate. 
though 1 am sure that when the hon. 
Finance Mlni.steir replies to the debate 
he will probably clear up that point. 
I w'ould say this, if there is no clear-
cut reason either of prinCiple or oI fact 
geared to possibilities of evasion and 
so on, then I would suggest that that 
little exception to this particular 
exemption ought to be removed. 

There are two other provisions tfo 
which I wish to refer. One is l~ ::on-
necticn with the removal of the limIt 
to the exemption. that is, the tax r D -

llate In respeet ot contributions for 
approved charitably purpose.:;:. I refer 
to the proposed removal of the limit in 
the case of contributions to the Nehru -
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Memol'ial J!'und which, does call for 
comment. .1t is not that there shuuid 
be no lax benefit, or ratner, tax con-
ceSSlOn or rellef to people who do 
make SUCh contrIbutions. Hut 1 tblnli: 
we are tendlng; 01 late, 1.0 maA~ a 
very unfortunate singllng out 01 the 
late Prime MIlliliter concermll£ Whom 
personally there can be no ~UeJ.lon., 

mere is no one who has less 1ll .. 1rl the 
highest posSlble respect lor his 
memory, fOr the pOSltlon that he hela 
10 the atfairs of this country and tile 
atfecLon be enjoyed from the public. 
.But I wonder, for instaince, how 1 
would feel if 1 were related to him 
and 10und that contmuouslY LIllngs of 
tllls kind were ·bemg attemp,eli al-
most to a point at which there is some 
kind of de11ication of him. There was 
a debate the other day, about the pro-
posal to have the ettigy of Pand.t 
.Nehru emoosed on the coins taat are 
going to be mmted herealter. There 
were references to other matters alSO. 
Now this is another one that has come 
up, namely, that in so far as the :lpper 
limit of contributions for purp"Jes 01 
tax rebate are concerned the contrlbu-
bons of Nehru Memorial FUnd would 
be excluded so that con1!lbut.on to 
that fund may be made withcut any 
limit and they were still be eligible 
for rebate purposes. Cerlaitlly, people 
ought to contribute, and Will til: con-
tributing to the maxunum of Uldr 
capacity tOa fund of this kind just, as 
when Mahatma Gandhi died there was 
an excellent response to the Fund 
that was raised in memory of the 
Father of the Nation (I.nte1T1Lption). 
But then there was, as my hon. friend 
here points out, no amendment to 
abolish the limit in respect of contri-
butions to that particular Fund. It Is 
difficult on a matter like this, not to be 
misunderstood. At the same time, I 
think, we have to observe certain 
principles of propriety, certain princi-
ples of uniform public policy all!), not 
single out particular individuals, no 
matter how highly we esteem them, nO 
matter what their contribution to the 
progress and all that goes with it, of 
this co~try is. 1 do feel ihat. this 
proposal is contrary to public policY· 

1 do feel it is setting up a precedent of 
a Kind that is unfortunate. I do feel 
it is making discrimination of a kind 
that is unfortunate. I personally, for 
instanoe, have no less esteem for the 
late Prime Minister than 1 ilad for 
Mahatma Gandhi; but it seems to me 
that it is really unfortunate that this 
kind of thing should keep on cropping 
up in one form Or another in connec-
tiOn with him. I do respe.:Uully urge 
that i can find no over-ridiug reasons 
of public policy or propriety which 
justify thi-s kind of special treatment 
in regard to contributions to the 
Memorial Fund for the commemora-
tion 'of the late Prime Minister, Pandit 
Jawaharlal Nehru. 

Sir, I would not say more man that. 
1 will now go on to some of the other 
benefits and reliefs that are sought to 
be given. I think they are sound. 

In regard to the procedure for tight-
ening up the machinery I would like 
to make just two general comments. 
The first is about clauses 6 II&ld" 
which are concerned with fresh 
demand notices being issued in con-
nection with advance payment Of tax 
consequent upon later returns involv-
ing higher self-assessment and 60 on. 
I feel this continual revision of tbe 
demand for advance payment of tax 
resulting from this business of self-
assessment, provisional assessment, re-
gular a3sessment,-the whole thing Is 
becoming rather too confusing. And 
1 believe the additional fihanc1al 
returns that are involved in this, .. 
compared with the clutterin, up of 
work in the tax oftlce are trilliDi. 1 
do not think it is worthwhile. J be-
lieve today an over-load posiUOl\ has 
bee:! reached in tax oJBces where in 
connection with all those multiple 
assessments, and In connection parti-
cularly with income-tax matter such 
as self-assessment, provisional assess-
ment, regular assessment, advance 
payment of taxes, re-assessment, 
amendment of a assessment, amend-
ment of mistake in assessment, amend-
ment of mistakes on appeal and so on, 
every one of them have continual 
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consequences UPOlIl the demand for 
advance payment of tax. But every 
one of them has also such an appre-
cill'ble effect in terms of workload lD 
the tax offices that I think it is time 
one did consider and weigh this ir.ct 
against the very little additional 
money that would be coming in,-
which is merely money cOming in a 
little in advance, because it would 
come in anyhow-even if these chang_ 
es in advance tax demands were to 
cover alI situations in the tax returns 
or in the provisional assessments and 
regular assessments. The situation to-
day as I know it is that so much of tfJ.e 
time of the tax officers is continually 
engaged in these matters that they can 
devote little time, I would almost say 
they have very little leisure, 10 the 
careful examination Of the more difR-
cult cases, as well as of those that in-
volve a coosiderable amount of tax 
evasion. There are cases which could 
not and should not be handled in a 
hurry; they are cases concerning 
which the tax authorities need to sit 
back and think,-they have got to 
have some little time to sit back and 
think because it is always a continuous 
race between those who want to 
evade or avoid payment of taxes, and 
the officers of the revenue department 
bent upon the State getting is full dues. 
But the tax authorities do not in fact 
get sufficient time to deal with rea 11y 
important cases I believe that thi,; 
.ort of changes in legislation, though 
they do result in a little amount of 
money coming a little earlier than 
would otherwise be the case, does re-
sult merely cluttering up of the taxa-
tion JUChlnery. 

Regarding the other two provisioni 
for tightening up assessments; which 
are perfectly good in themselves, my 
ooly comment is that they lay down 
too low a limit. In regard to pro-
hibition of transfers 'of registry until 
the production of a tax clearance cer-
tificate, I think It is an excellent pro-
vision. Similarly, the provision re-
quiring the contractors to report to 
the tax authorities the fact that they 
have secured contracts is again an 
excellent provision. But I do think 

these limits of Rs. 50,000 are too low. 
Today, as a simple consequence of the 
price rise, a transaction which ten 
years ago would be of the order of 
Rs. 30,000 or 40,000 or something of 
that kind would today be equivalent 
to double that amount, if not more. 
Consequently, if one is to get proper 
benefit out of this, without haraEsmE'nt 
On the one hand and without cluttering 
up of the offices of taxation depart-
ment on the other, I would very 
strongly urge that these limits of 
Rs. 50,000 should be raised a little 
higher. t would suggest a figure of 
Rs. 1 lakh. 

The provisions about estate duty 
are again excellent. But I think 
there is some computational difficulty 
here. I do not want to enter into it 
in detail just now, but there appears 
to exist a gOOd deal of computational 
difficulty in the proposal as to the 
precise extent to which rebate of 
estate duty has to be given in connec-
tiOn with properties that are 
sold for purposes at payment of estate 
duty, instead of a cOrresponding relief 
against capital gains tax. Otherwise, 
I tr ink th'ese two provisions are also 
good. 

The general comment that I would 
make is, therefore, that the proposals 
made in this Bill are in principle 
r,ound and I commend them. There 
are however certain matters of detail 
connected with the reliefs on the one 
hand and the tightening up of the 
machinery on the other which would 
merit reconsideration. 

8hrt Morarka (Jhunjhunu): Mr. 
Deputy-Speaker, Sir, I welcome this 
Bill mainly ,because it fulfils the 
'lSsurances given by the hon. Finance 
Minister to this House during the last 
budget session. The Bill has five 
purposes. One is to give some con-
cessioru, as some hon. Members have 
been pleased to call; secondly, to 
remove tAe unintended hardships, 
thirdly, to tighten up the provisions, 
fourthly, to withdraw some of the 
unintended cOncessions and; lastly, to 
deal with some procedural matters. 
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This Bill has been criticised on the 
lJl'Ound that it seeks to give some con-
cessions. I have gone through it 
carefully and I find that there are 
only two concessions, if you calI them 
concessions, which ane sought to be 
given. One is, house rent allowance 
up to Rs. 300 per mor,th is sought to 
be exempt for the salaried classes. 
Another concession is t'o charitable 
institutions on the dividend income to 
tn.! extent of proportionate share of 
the super-tax. The hOn. Finance 
Minister had agreed to both these 
things at the time of the discussion of 
the budget. As he could not make 
any amendments on the soot, h.! 
assured the House that he would come 
to the House with these amendments 
in due course. I am glad that in ful-
filment of this promise he is now 
coming with th'ese proposals. 

At that time it was pointed out to 
the hon. Finance Minister some of the 
provisions which are really harsh. 
For example, if a property was liable 
to estate duty as well as capital gains 
tax, if the total incidence of taxation 
was b.!coming more than 100 per cent, 
that was realIy an unintended hard-
ship. At that time, the Finance Min-
ister assured the House that he would 
examine the case and, i'f necessary, 
bring an amendment to th'e Act. 
Similarly, under the iift tax Act, a 
nominal gift costing Rs. 5,000 while it 
is exempted from the wealth tax Ac~ 
is coming within the purview of the 
expenditure tax Act. That is another 
hardship which is sought to be remov-
ed by this Bill. 

The third amendment relates to 
companies going into liquidation. Jf 
the company goes into liquidation 
with the sole or main object of evad-
ing tax in one way or the other, the 
distribution of the accumulated profits 
as dividend is subject to taxation. 
That is understandabl'e. But if as a 
result of Government's action the 
a,asets of the company are taken away 
and the company is obliged to go into 
liquidation, if the assets are distribut-

ed to the shareholders as dividend, 
b.!Cause there is no other alternativ 
it should not be made subject to 
heavy taxaUon. So, we are ob1iI!' 
to the Finance Minister for bringing 
these amendments. 

The hon. Member who preced'ed me 
posed the question why this period of 
three years shOUld be there. At the 
time of moving the Bill for considera-
tion th'e FinanCe Minister has ex-
plained it. Unfortunately, Shri 
J)andekar was not present in the 
House at that time. According to the 
Finance Minister, it is quite possible 
that sometimes these negotiations 
about taking over by th'~ State takes 
some time during which the informa-
tion leaks out and when this informa-
tion leaks out some of the companies 
might distribute all the accumulated 
profits just with a view to evade this 
tax. There'1ore h'e prescribed this 
periOd of three years. All the profits 
accumulated during these three years 
would not be exempt from that tax 
but the profits accumulated prior to 
th'cse three years would be exempt. 
So. I think that it is not only rational 
but equitable aOd there is sufficient 
reason behind this. 

There are two provisions to tighten 
up the provisions of the Income-tax 
Act. One is the registration of cer-
tain documents. It is now sought 
that no docum'ent transferring the 
property or limiting or extinguishing 
the proprietary title in those proper-
ties will be registered by the register-
ing authority under the Indian Regis-
tration Act unless a C'ertificate of 
clearance is obtained from the tax 
authorities. For that a limit of Ra. 
50,000/_ is prescribed. That means 
that property below the value of Rs. 
50,000/-. 

'"P""- ~:~T~"'i~ 
lfiTor ~T if~ € I 
Mr. Deputy-Speaker: The bell is 

being rung. Now there is quorum. 
It was the second time that the quo-
rum bell was rung within half an 
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hour. I request hon. Members to 
maintain the quorum. Shri Morarka 
might continue his speech. 

Shri Morarka: I was sayill~ tlJat 
now ~I this property is .below the 
value of Rs. 50,000/-, there would be 
no registration and at the tm"lC 01 
registration no certificatte from the 
Income-tax Officer would be required. 
The hon. Member, Shri Dandeker, 
said that this limit of Rs. 50,000/- is 
too low. 1 see an amendment in the 
name of Shri Bade and oth:ers which 
seeks to increase this limit to Rs. 
1,00,000/-. But I shall draw the 
attention of hon. Members, particular_ 
ly Shri Dandeker, that in another 
Act. called. the Payment of Tax 
(Transfer of Property) Act, 1949 
wher-e a smular provision existed, 
there was no limit at all. That means 
that the registration of any property, 
irrespective of its value, required such 
a clearanCe from the tax authorities. 
Now the Goverrun:ent says that instead 
of prescribing no limit at all, they 
prescribe the limit of Rs. 50,000/-. 
So, while to Shri Dandeker this limit 
of Rs. 50,000/- may appear to be on 
the lower side, under the previous 
Act which was passed in 1949, namlely, 
the Payment of Tax (Transfer of Pro-
perty) Act, no limit was prescribed. 

But in my view this limit of Rs. 
50,000/- is a little on the high Bide. 
Therefore I have suggested an amend-
ment, being amendment No. 30 on the 
list, seeking to reduce. this limit to 
Rs. 10,000/-. When I come to the 
amendment, I will give my reasons in 
detail; but here I may say Lhat since 
the main purpose of this is to plug 
possible loophol:es for tax evasion and 
to bring those, who have got un-
accounted money and who are not 
assessees at all, to the Income-tax 
Department, I think, this limit of Rs. 
50,000/ - is on the high side because, 
as you know, it is not unlikely that 
properti:es are deliberately undervalu-
ed and a large part at the considera-
tion Or the value of the property is 
given in cash outside the account 
books. If that Is so then this limit of 

Rs. 50,000/- WOUld not serve the pur-
pose which you have in view. 

Besides, it is not a tax measure at 
all; it is only a regulatory thing. It 
may be .that it may involve a little 
more work for the Income-tax 
Department in issuing a certificate, 
but, I think, the Government must be 
prepared for that and they must 
undertak:e that little more quantity of 
work if they really want to bring to 
book those people who through all 
sorts of transfer of properties without 
becoming assesseeg at all. I, there-
fore, suggest that this limit rff. Rs. 
50,000/- should be reciuc:ed to Rs. 
10000/ -. I repeat that it is not a tax 
measure. You do not char~e any 
duty or tax. It is only a regulatory 
thing. For that purpose there will 
be no difficulty at all; on the other 
hand, it would require people trans-
ferring any prop:.erty above the value 
of Rs. 10,000/- to obtain a tax clear-
ance certificate from these authorities. 
When I say this thing, I also know 
that the agricultural property is com-
pletely exempt from this provision. 
Therefore I think that the1'e is ample 
justification for reducing this limit 
from Rs. 50,000/- to Rs. 10,000/-. 

I ·said that another object of the 
Bill is to remove the unintended con-
cession also. That has been done in 
the case of playwrights, artistle6, 
actors etc. Under the Income-tax 
Act, as it exists, they can deposit up 
to 25 per cent of their total income 
by way at annuity depOSits, but after 
this Bill is p8'Ssed they would be able 
to d:eposit only 25 per cent of the 
professional income and not the entire 
income. I think that it was nevc!" 
the intention of Government ever in 
the beginning to give them this 
facility for the entire income. The 
intention was only to give thiS ~01'­

cession in respect of their profes-
sional income. To that extent It re-
moves the unintended con~c~sion 

which has been liven to these peopk 
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Other things which are mentioned 
in the Bill are mostly pl'ocedural and 
they are intend'<!d to tighten up or 
facilitate the proper administration of 
the Income-tax Act. No doubt, they 
would involve more work and would 
make the Act more cumbersome as 
Shri Dandeker pointed out; but still 
In the interest of equity and justice 
they are necessary. 

The hon. Finance Minister had 
given seme more aSSU1'ances at that 
time. Of course, he has brought this 
Bill implementing some of them, but 
some are still left out. I am sure, he 
must have implemented them by 
means of departmental instructions or 
rules which were framed. The mo;;: 
important as'.urance which the hon. 
Finanee Minister had given was that 
if the amount of direct taxes coUec-
tion came to Rs. 1,000 crore" annually, 
he would substantially reduce the 
rates of direct taxes on earned as well 
as unearned incomes. We live in that 
hope and we do feel that sooner or 
later that expectation of the hon. 
Finance Minister would be fulfilled 
and then it would be possible for him 
to reduce the rates of the direct taX'es 
substantially. 

In conclusion, I only want to say 
that there are many amendments 
standing in my name and in the name 
of my hon. friend Shri Ravindra 
Varma. Most of these amendments 
al'e of drafting nature and of clarifi-
catory nature. Only two of them, 
namely, amendments No. 13 and 16, 
are of substantial nature. As I have 
already said, amendment No. 13 pro-
poses to reduce the limit from Rs. 
50,000 to Rs. 10,000. So far as amend-
ment No. 16 is concerned, it provid\!s 
the right of an appeal to the person 
to whom a certiftcate is refused by 
the Income-Tax OftI.cer about register_ 
ing his property. In the registration 
of property concerned, there are two 
parties, the purchaser and the seller 

Or the person who transfers the pro-
perty and the person in whose favour 
the transfer is made, that is, trans-
ferC'e. It is quite conceivable that in 
some cases, after the transaction is 
completed, the transferer or the per-
son who wants to trans-ler the pro-
perty may himself change his mind 
Therefore, with the connivence of the 
I.T.O. he may not like to get the pro-
perty transferred. In such cases, it 
should be open to the transferee, that 
is, a person in whose favour the 
transfer was to ~ made, to approach 
in appeal to the Commissioner for the 
certificate. The rights which are 
there can only be exercised by one 
person, namely, the as!fessee. Here 
there are two persons involved, the 
transferer and the transferee. I 
request the hon. Finance Minist'er to 
haVe this provision of appeal inserted. 
I may say that this is not a new pro-
vision. I again reter to the Act of 1949 
.... here a similar provision existed and 
in that provision this right of appeal 
.... as specifically and clearly given to 
the persons so affected, not only to the 
assessee but to the persons affected by 
that transaction or who claimed to be 
affected by that transaction. I I.ope 
the hon. Finance Minister will consi-
der my reql1est and if it is possible for 
him he would accept them. 

S!l~l Hecla (Nizamabad): Mr. 
Deputy-Speaker, Sir, as Mr. Morarka 
has stated, the Finance Minister has 
come forward with a Bill to ful1U some 
of the assurances that were given dur_ 
ing the Budget session. The Bill is 
not drafted with the object of ti,hten-
ing the measures or improving the 
present machinery of collection of 
taxes. Otherwise, he would have 
found out certain other measures too. 
Therefore, I will touch only two or 
three points. 

Firstly, it is verY ,ood that the 
FinanCe Minister has come forward to 
give concession to the salaried emp-
loyees so far as the house rent is 
concerned But in my opinion the 
measure is a little half-hearted be-
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caUSe the upper limit that is there 
is only Rs. 300. I had come acr s. a 
very piquant case of a verv highly 
,respected organisation, respected by 
the country and which is formed 
under the Constitution. It so happen-
ed that when the head of tr.at or-
ganisation retired and another gentle-
man was appointed, the neWly aP-
pointed gentleman refused to go into 
the house allotted for the h",ad 0 r 
the organisation. 

8hrl Barl Vishnu Kamath (H\l~ha­
ngabad): Why not name the organisn-
tion, not the person? 

Shrl Beda: That organisation is 
held in the highest respect. 

Shri Harl Vishnu Kamatll: 'lhat i~' 

why it should be mentioned. 

Sh~1 BetIa: As highly respc('ted as 
this Parliament. 

Shrl Barl Vishnu Kamath· Why 
fight shy of naming it? . 

Shrl Beda: When the head of trat 
organisation retired, the new gentle-
man who was appointed as the head 
of that organisation did not go to the 
house whiCh as meant for the h!'lId of 
the organisation. The reaSOn he gave 
was that he will have to pay a higher 
income-tax if he occupies a bigger 
house which is not more useful for 
him. He said that the house that he 
had been occupying was as good and 
as adequate for his purposes as the 
other one. So, this is a reason that is 
felt by the salaried employees and 
this is the only class from which the 
taxes can be collected, r rna .. say, 
hundred per cent correct!v. The 
Finance Minister was good enough to 
mention 10 per cent and 20 per cent 
all that. I thought that he would fix 
Bome percentage and its ratio to the 
salary itself and not put a big proviso 
of the upper limit of Rs. 300. 

Then, I come to the point which was 
taken uP by two or three hon. Mem-
bers about the be1l4midars. '!'he pro-
vision seems to be good. But I do not 
think that it will bring in any fruits 

or it will serVe any purpose because 
when somebody constructs a house--I 
am talking of these benamidars-it is 
more than possible that there will not 
be a single contractor for the cons-
truction of the entire house. It is 
just pOSSible that there may be no 
contractor as such. In these days, 
generally what happens is that the 
labour contract is .given to somebody. 
The main items are directly purchas-
ed and different items like electrical 
fittings or interior decorations are 
given to different contractors. 

Shri Bade: There will be more 
evasion because of sub-contracts. 

Shri Heda: Therefore, I do ntlt think 
this limit of Rs. 50,000 will serve any 
purpose and, in fact, the limit propos-
ed by Shri Morarka of Rs. 10,000 will 
a Iso not go very far 'because if it is 
the spirit of evasion, they will find 
different ways. This is not a foolproof 
measure to stop it. However, it is 
good as far it goes. 

Now, I will come to the companied 
which have to go into liquidation 
either because the Government have 
taken them over or they voluntarily 
lie to go into liquidation to avoid 
taxes. When you think of companies 
as such, you come to a different con-
clusion. But when you think of 
share-holders, you miglft come to 
different conclusions. The prices of 
shares vary according to the accumu-
lated profits of the company and, 
therefore, to think that at the time of 
liquidation every share-holder was 
a share-holder from the very begin-
ning of the floatation of the company 
would not be correct and that is why 
the Finance Minister has given a sort 
of exemption of three years, that IS, 
the last three years accumulated pro-
fts will alone ·be taxed. So the poil!t 
is that the share-holders are not, er -
cepting in rare cases, from the very 
beginning of the floatation of the 
('ompany. Generally. they pl"'chase 
shares in between and from that angle 
they have not purchased shares at the 
face value but they have purchased 
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shares at the enchanced value, at the 
market value. Therefore, I think th1S 
measure though doing some justice 
may not ·be doing full justice to them. 

With these words, I support the Bill. 

Sbri V. M. Trivedi (Mands .. uc): Mr 
Deputy-Speaker, Sir, the most of the 
provisions of this Bill are commenda-
ble and if I offer some criticism tv 
some of them. it is not 'because I do 
not commend tile general amendments 
that are being suggested but because 
I feel that in some cases an oppor-
tunity has not been taken to further 
amend the BilI to ameliorate the con-
ditions of the assessees which are ap-
parent. 

14 brs. 

The lirst thing that strikes me b 
t.his. In these days when the value of 
the rupee has fallen so low that it b 
not more valuable than 1-112 annaJ of 
1938. it is high time that the exemp-
tion limit for income-tax purposes 
which is now Rs. 3600 ought to have 
been railled to at least Rs. 4800. 
In my opinion, the time has come now 
when We must realise and evaluate 
things in their proper perspective and 
n)t stick to mere forms or be so con-
servative as not to realise that things 
have changed and the shape of things 
indicate clearly that in the present-
day life the purchasing power of even 
Rs. 400 has become negligible and it 
is not even equal to that of Rs. 100 in 
other pre-war days I would, there-
fore, suggest that early steps ought 
to ,be taken in this direction. This 
was the proper opportunit.y t~ have 
done that. In any case, I I.oplo the 
Finance Minister will take nota of it 
and make USe of this suggeetion when 
the Finance BilI comes up next be-
fore the House. 

matters of tact as well and not merely 
routine matters, matters in which the 
income-tax officer merely sits down 
and tries to hear the complaint that b 
made against him and then makes a 
note of the word used by the assessee . 
or his legal representative and then 
takes the next opportunity to pounce 
upon him as hard as he could if 1he 
language used by the assessee is not 
proper according to his OWn wish and 
pleasure. It is high time that some 
amendment ought to have 'been made 
of this nature whereby the first ap-
peal. so to say, would be heard by a 
proper person and be heard on facts 
and also law. Generally, it so hap-
pens, as I haVe already narrated~d 
I would not like to recapitulate it-
that the matter of oppeal before the 
appellate assistant commissioner i. 
Entirely a routine matter anc.l no re-
lief is available except perh:Jp, to the 
extent of a few rupees, ann as and 
pies, Sometimes, the assessments are 
so ilIC'gal and perverse that We have 
hopes of seeing that if the appeal is 
heard by a man with sound knowledge 
of law and discretion and knowilll 
bow the discretion should be used and 
how particular inferences should be 
drawn legally, there would be no as-
sessment at all on the basis of the 
facts that are placed before him. But 
that never happens, and that is never 
dreamt of by any of the practitioners 
in the whole of this country. Often 
one thinks that it is a great thing if 
an illegal assessment of Rs. 10 Iakhs 
is reduced to Rs, 5 lakhs. Even that ift 
considered as a very big thillg if it 
happens. But nobady would concede 
the position that even the Rs. 10 lakhs 
assessment is a'bsolutely illegal and 
cannot be levied. This could be look-
ed into only if facts could be ascer-
tained, and ascertained positively by 
an officer who is not in any manner 
concerned with the revenUe Of the 
Government but only with the admi-
nistration of the law. 

The other thing which ought to have t 
received the attention of the Finance I 
Minister is this. When this question 
of dlre~t taxes is being dealt with, , 
somethmg must haVe been done so ~ Some such suggestion has aIreaC!Y 
as to make the appeals before th, been made in our country by the 
appellate commissioner appeals on' Direct Taxes Enquiry Committee. '!'he 
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Law Commission has also made such 
a recommendation On the direct taxes 
administration. The Law Commission 
recommended the abolition of the 
tribunal and suggested a direct appeal 
both on questions of fact as well as 
01 law to the High Court on the orders 
of the appellate assistant commissioner' 
This was what the hon. Chief Justice 
had said very recently, more or less on 
the same lines. I feel that the hon. 
Minister should have looked into this 
aspect of the matter also, because this 
was the proper opportunity for doing 
so, and during this debate, we also 
would have been able to look into the 
matter properly and then come to a 
prop~r conclusion whether or not such 
a procedure would be more conducive 
to the proper administration of the 
Income-tax Department. 

However, as far as the clauses JlO, as 
r have said, I do appreciate the amelIO-
ration that would come about as a 
result of what little has been sought 
to be done. But when I look at clause 
2. I cannot refrain from oifering a 
little criticism on that point. I do 'lot 
know why the limit C1f three years only 
has beeon put in. A suggestion is made 
that when there is a liquidation, it 
shall not include any prOfits of the com-
pany prior to three successive previous 
,.ears immediately preceding the pre-
vious year in which such acquisition 
took place. I see no reasona!>le indicia 
to distinguish between three succ~ssive 
years and four successive years or five 
successive years. If a sort of reserve 
back the dividends and not by paying 
rul'li has been built up by keeping 
dividends, and if it extends for five or 
six years, I see absolutely no reason 
why that is not brought into the pic-
ture and amelioration is offered only 
to the extent of the last three succes-
sive years. I would, therefore, say 
that this is not a very reasonable piece 
of legislation and the provision ought 
to have been seen in that light. 

So far as clause 3 is concemed. 
would say that it is a very gi>OCI p:-ovi-
sion, and it has been very much desirE' 
eel by the assessee! as well as the in-

come-tax officers. It.is a good provi-
sion in that sense. 

Coming to clause 5, I would not like 
to offer any criticisms in derogation of 
the matter that is contained therein. 
I would very humbly suggest that in 
future we should hesitate to create a 
controversy about the name of our 
deceased Prime Minister. It should 
not become a matter of controversy 
for anybday. In that sense I say that 
I do not see the propriety of bringin, 
forward such a provision just for the 
sake ot granting income-tax relief. 
Those who have got the hearts to pay 
and the desire to make payments will 
not hesitate to make the payment and 
would not like to have a mere incen-
tive from Government or from the 
Income-tax Dp.partment or from the 
Finance Ministry to make the contribu-
tions that they desir~ to make. I .hall 
not enter into any further discussion 
on this point, because it is a vt:ry 
touchy matter with many, and I do not 
like that I should indulie any more in 
it. 

Now I will draw att~ntion to cl. 8. 
am very much surprised as to why 

this amendment has become necessary. 
This iil'merely a sort of pinprick which 
will not help anybody except that it 
will create Imlre work for the income 
tax department. Mer all, you ha"e 
various methods of assessing escaped 
income, correcting an error, revising 
orders, reassessments, all sorts of me-
thods by virtue of which you may not 
lose a paisa of your revenue if you are 
a little alert. So even if the advance 
payment has been made on~ way or 
the other, just to get a little more. just 
to earn a little more of interest thereIn 
or lose some interest thereon, I do not 
think it is necessary to have this 
amendment. Why this amendment has 
been suggested passes at least my 
comprehension. 

I know that in these days paper 
work in government departments luis 
increased tremendously, with the net 
result that even silnple assessments of 
day to day af!airs of people who hon-
estly submit their returns arc held up, 
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not on purpOSe but because the man 
dealing with it does not reach that par-
ticular person. He has got piles and 
bundles placed one over th~ other and 
unless they keep on moving, he does 
not reach that person's file. The work-
load itself has increased tr~mendously. 
From this it should not be construed 
that I take a sympathetic view of the 
income-tax officers' ways. No. This is 
because I know that some of them are 
not honest people. Yet, man to man, 
I feel that the Workload is such that 
even with honesty and integrity 
income-tax officers will not be able to 
dispose of the work before them. 

Dr. M. S. Ane,. (Nagpur): They lire 
over-worked. 

Sbrl U. M. Trivedi: 'J.1hey seem to 
do over-work. 

So I feel that this additional work 
mould not be created for them. It 
would have been better if this amend-
ment had therefore, not been sugge~t­
ed. 

tn lome cases, t have felt that 
retrospeetive operation even of a fiscal 
measure is not called lor. It creates 
trouble for the officials, for the asses-
sees and for the office also. In no way 
should auch retrospective measures be 
encouraged. There is ab.olutely no 
reason why in September, 1964 we 
should make a law to take effect from 
April, 1964. It is a fictional law which 
should not be encouraged. State Gov-
ernments generally take the hint from 
what the Centre does. They;to a step 
further. They make laws with retros-
pective effect gOmg back to 1958. One 
State Government has made II. law 
very recentlv, in 19113. with retrospec-
tive effect from 11158. There must be 
some Ilmlt 'fo making these laws etrec-
tive retrospectively. t would there-
fore suggest that in making these laws 
applv retrospectivelv should DClt he 
encouraged. Of course. I" this P8t'ti-
cular case, the Plinance Minister is bet-
ter informed and he mav have his 
reasons fot' it. but t would persuade 
him not to fail into the hands of the 
bureaucracy In this manner. and be 

should avoid bringing forward law. 
with retrospective operation. 

Sbrl Rameshwar 11&0 (Gadwall: 
Mr. Deputy-Speaker, this Bill has been 
generally welcomed and supported 
mainly becauSe it Is in conSEquences of 
the assurances given by the J!'inance 
Minister when he made his tax propo-
sals early this year. The Bill proposes 
to tighten up certain loopholes in the 
taxation machinery and also prevent 
evasion. 

I shall not take the time ol the hon. 
House in going into very lDany details 
of various aspects of the Bill. But 
I would begin by correctinl a mis-
impression which seems to have arisen 
regarding cl. 2, that the clause seeks 
to include the accumulated profits of 
only three years and not make them 
subject to ·tax. As my hon. friend from 
Jhunjhunu pointed out when Shri 
Heda was speaking, it is the other 
way round. It is the :lccumulated 
profits prior to three years before 
liquidation that will not be subject to 
this tax. This, he explained, was to 
prevent any firm or company taking 
undue advantage of the proposed 
takeover by Government. 

My main intention in making obser-
vations on this Bill is to draw atten-
tion specially to cl. 10 This clause 
seeks to put a limit of Rs. 50,000 above 
which all registrations of property 
require a certificate from the taxation 
authorities to the effect that no tax 
is due from the person concerned. The 
hon. Member opposite, Shri Dandekar, 
said that this limit was too high whil. 
my colleague, Shrl Morarkn .... 

Shrl Kuhi Ram Gupta: He said the 
limit was too low. 

Sbrl Rameshwar Bao: I stand cor-
rected. My colleague, Shri Morarka, 
said it was too high. I am inclined to 
feel that the main reason for bt'lnging 
about this provision Is to track down 
tax evasion and to plug loopholes. It 
is observed in large areu in tbt. 
country-I do not know if tlaere II 
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,any area which is exempt from this 
,practice-that most registrations are 
in fact being undervalued. Govern-
ment is losing in two ways on this 
account. Of course, there is loss on 
_amp duty and registration charges 
which is a direct loss. There is aiso 
the implication that quite a large 
amount of money on real Pltate tran-
actions is being taken as what has 
come to be termed either as 'black 
money' or 'On money' -Or "unaccoun~­
ed money". It is very easy for this 
unaccounted money to be absorbed in 
either real estate construction or real 
estate purclhase and sale. I am in-
dined to agree with Shri Morarka that 
this limit should be reduced to ~. 
10000 and I would like to support hIS 
~endment in this respect at the 
appropriate stage. Merel~ fi:,ing 
a figure above which reglstr~tlOnS 
cannot take place without a certIficate 
from the tax authorities is not enough 
to plug this loophole. While ~v pro-
viding a ftgure of Rs. 10,000 It be-
comes more difficult for people to 
register property at ridiculousl!. loW 
prices, it does not avoid th~ posSlb!1~ty. 
I would like to urge the Fmance Mini-
ster to consider whether he would 
Dot like to include an "enabling provi-
sion" whereby whenever either the 
taxation authority or Registrar or such 
government denartment, as may be 
specifically authorised, deems snch 
Tegistration to be at ridiculously low 
prices it should have the right to take 
-over Ute property by paying about. 5, 
10 or 15 per cent over the registration 
value. That alone will be an efrec-
tive deterrent to this contin~ed ~ro­
cess of undervaluation in regIstration. 

This, to my mind, opens out certain 
!Other possibilities too. Once Govern-
ment is willing to take over such 
under-valued properties, I do not see 
why it should be restricted to only 
'Properties where registration has been 
"low. It shouliI "llso extend to proper-
ties where returns for wealth tax 
.purposes, or estate duty or other pur-
poses is found to be unduly low. 
"":l'her; also, Government should have 
the right to take over the property 
1283 (Ai) LSD-7 

giving 5 or 10 per cent extra, what-
ever be the formula evolved, over the 
evaluation in the estate duty or wealth 
tax return concerned. If for any 
reason the Finance Minister feels that 
he cannot include such a provision 
now, I would urge him to consider it 
and bring in such an enabling provi-
sion as early as pOSsible, and at a 
convenient date. 

I would like to draw your kind 
attention to one other matter in this 
Bill, and that relates to Clause i9(b) 
wherein a "provision has been made 
enabling Government to accept or 
take over property in satisfaction of 
the whole or any part of estate duty 
due. I would like to submit to the 
Finance Minister throulth you that 
this provision should be extended to 
cover all direct taxes. There is no 
need to limit this facility to estate 
duty only. It should cover all direct 
taxes. If any assessee would like to 
give over any property !IS payment of 
taxes, it should be acceptable to 
Government. r do not see any diffi-
culty in this regard. r hope the 
Finance Minister will consider these 
possibilitfes too. " 

With these observations, I support 
the Bill. 

Shri KaabI Bam Gupta: Mr. Deputy-
Speaker, Sir. Before I come to the 
clauses of this Bill, I would request 
the Finance Minister to givi:l his consi-
deratiOn to the assurances given on 
the Boor of this House. One of these 
was about the late filing of reI urns 
and the penalty thereon. The- han. 
Finance Minister had assured that 
this provision would not be taken 
seriously and latitude would be allow-
ed to the people, but so tar as my 
knowledge goes, the asseSSing authori-
ties do not care, do not seem even to 
know about this assurance, and they 
are. taking the same steps, and on the 
baSIs of the provision, some people 
being harassed. So, I Would request 
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the hon. Finance Minister to see whe-
ther a directive cannot be :lent to the 
authorities concerned, or if it hal been 
sent, to see that t.hey implement it. 
If the assurance has not reached the 
taxing authorities, that must be sent 
as soon as possible. 

Dr. M. S. ADey: Immediately. 
Shrl Kasbi Bam Gl&pta: Then there 

is a system of fixing the district tal-
gets for income-tax realisation. As 
a matter of fact, this is neing used to 
coerce the people. The tareets are 
only meant to give some rough idea, 
not that they must be fulfilied at anY 
cost, whether practicable or 1I0t. 
Therefore, it is very necessary that the 
income-tax authorities must be given 
a directive not to coerce people like 
that. Especially in the districts where 
low-income people re.ide, they have 
to face these things in a very bad 
way. 

Then, 1 may point out that there 
should be a code of conduct for higher 
authorities when they visit the dis-
tricts. I have seen that Commis-
sioners of Income-tax or some other 
higher authorities, when they visit the 
districts, use the cars of assessees, and 
there are also some ways in which 
they are entertained, - and honest and 
simple officers are put in a very 
awkward position when such officers 
arrive there. Therefllre, tpere AAould 
be a strict code of conduct so far as 
the tours of these persons are con-
cerned. 

Then, what is going on is this. 
There are some honest officers who 
!lave lOt the b1lP1a!1 touch. Naiurally, 
they Wllnt to see that the small 
assessees are not harassed, but again 
the authorities from above try to foree 
them to realise the targets in sucll 
a way that eYen against their will 
they have to do it. 

Then, in my opj~icm, wben UJere 
.re al~,y,s con~roJs of tbjJ !pnd ltD_ 

that kind, there should be a wing i-' 
the i'inance Ministry to see the dfedI. 
of such controls. For example. the 
Gllr Control QrlJer of U.P. has givep 
rise to sa many smugglers and black-
marketeers, s'O many persOD4 are in-
volved in it and lakhs and crOrali 
have been evaded. Unless and until 
a scientific way js evolved to find 
out such culprits, thil black, UD-
accounted money will go on increa-
sing. Of course, the policy should 
be Irberalto small persons always. 

Then, I have to refer to a very 
important point. Up till now, dead-
rents and royalties under the Mineral 
Concession Rules were treated al 
coming under revenue expenditure, 
but due to certain High Court deci-
siona, there is an anomaly, because 
some High Courts have taken it u 
revenue expenditure, while others are 
treating it as capital expenditurliL 
The income-tax authorities, instead ·of 
taking remedial measures, are think-
ing of realising money on the balis 
of such decisions. My humble sub-
mission is that, in the first place, the 
Mineral Concession Rules of the· 
Government of India and the Mines 
and Mineral Concession Rules of the-
States should .tally, and if there are 
certain. judgements on the old rule .. 
then, bf course, they cannot be 
applied now, and cannot be made a 
general thing. Even if it is so. on 
practical grounds, never can the .. 
expenses be treated as capital expen-
diture, and if they are treated liJl;e' 
that, it will even go to harm our bit' 
industries like the steel plants Even. 
Therefore, .the necessity ill that iJiune-' 
diate steps should be taken to re-
medy this, and an amendment, if ne-
cessary, must be broUght in to treat 
this expenditure as revenue expen'-
diture .. Personally, I think there is 
no nee4 of an amendment, even a 
directive will do. Anyhow, this should 
be ~xamined, and without any delRY 
it should be remedied. 
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So far as the low income gI'Oup is 
concerned, the present limit is not 
conducive to the people. It is now 
quite certain that the present high 
prices are not going to be l"owered. 
They may not be allowed to rise fur-
ther, but they are not gOing to come 
down, and the present index of prices 
is such that these pe'ople have to 
face hardships. . 

Now, I come to the clauses. So 
far as Clause 5 is concerned, many 
friends have spoken before me. My 
humble submission is that Shri Jawa-
harIal Nehru was a man whose spirit 
and whose wishes were quite diffe-
rent, and this action "of the Govern-
ment is quite contrary to his own 
wises and spirit, because he was a 
man who never liked the money of the 
monopoly class to be used in such 
cases. This Clause is clearly meant 
to benefit the moneyed class in the 
name of contribution. Therefore, 
I have strong objection to it, and in 
my opinion, it has been PUt in a 
hurry. This should be further exa-
mined and put off till at least the 
next Budget comes in. At the same 
time, Shri Jawaharlal Nehru's name 
should not be made sO cheap as to 
all'ow the monopoly capital to use It 
for their own purposes. 

So far as Clause 10 is concernt~d, 
I may very humbly say that the pro-
cess of this clearance certificates is 
very cumbersome in .the Income-tax 
Department, BDd people are mUM 
harassed. In spite of directives, there 
is m"ore delay. And now not only 
income-tax, but Wealth Tax and 
Estate Duty have also to be cleared. 
There is no provision and it is not 
clear whether people who do not pay 
Wealth Tax 'or Estate Duty will need 
to get Wealth Tax and Estate Duty 
clearance certificates. It is put in 
such a way that there is confusion. 
There should be more clearcut wprd-
ing and it should be bound down 
upon the authOrities t'o &ive them 
withil1 a specified time. 

So far as claUSe 18 is concerned, It 
is all right so far as PWD business 

is concerned. In my oplnJOn there 
are other class of people tor whom 
there should be an amendment. For 
instance, the .transport people must 
also be bound down to declare such 
things at the time 'Of purchase of 
.their transports. Among people who 
avoid taxes are doctors and lawyers 
and those people must also be spe-
cially dealt with because I have seen 
an American expert's report that in 
India tax evasi"on is done by a cer-
tain class of people. So far as the 
point about limit is concerned, I 
agree with my hon. friend Shri 
Morarka on principle. The limit 
should Ibe lowered dbwn from 
Rs. 50,000 to Rs. 25,000, but not 
to Rs. 10,000 so that people mlly not 
be able to evade these things. 

All the amendments which had been 
brought forward by the hon. Finance 
Minister according to his assurance 
are quite all right. Still there are 
certain things left behind and I hope 
that in the next Finance Bill there 
would ·be no such lacunae and the 
anomalies would be removed. 

'" fqT!r.f f"'l (~) 
~ ~, ~ mlRi l!iT ~ it 
~ ~ ~ fil-m if mrr ~1f if ~ 
PT ~ I tt 1fT ~ ro1fCf i!itit ~, 
~~ ~ lfTiil~ lI>"t ~11: ~ 11'«1 l!iT 
~~mrr.rr~~ I 

~ flffllRi it; 
if m~ "i~ ~ ilfij" ;f 
ron- t)'lfT t I ilrf.t;;r ;;it f ~ 
ron-;m ~ ~ ~ t m- rtij"f ~ 
tAi~~it;a;q"(p~ 
~ ~~ IIr~ ~ t)'lfT fil; qi'i;f ~ 

it ~ m firmr;r !IJlft ~ ~ «-
~;mur~~~~T 
IIiT ~ij" fir.:r t ~ furi-q; f~ ~ !R'tt 
m- if !W mu ;tr '1ft mr ~ I 

~~if~it;;mur~l 

~iT~~prt I m1f~f.!; 
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~mrit~~~~~mr 
¥e t ~ it fuf~ rorr tm ~. 
~~I~T1I'1it~. ~~it1it 
fu;fA; fiI<;r W ~ I flfiUl!; lIfT ~ 
1tiT tt ~ <roll ~ I ~oA' !qfq' N 
r... qfii£ ~ it ~ t ~ :;m:r 
.m:~lfiITgqr~ I ~~~ 
!til' ~ it; IfIi't "I1tff ~ ~ ~ 
'Ii1I' ~ ~ fum; t.:rr ~ I'fT I qfii£ 

;;it ~~ ~f t ~ ~ r.ITlJ?: 
3000 lIT 3200 ~ ~ ~ ~ 4200 
lIT 5000 lti': t.:rr .m~ I'fT I ~ 

· ~ m ~t U~ f1:Imft ~ qm?r 
~ mmR flr.m I f~ ~~rftT 
~ it; \'Iltr ~ ~ ~ 1I'\l 'tiT 
~~~~ I ~~~~'tiT 

i ~~ I ~'lfT~~T~ 1;;ftiti1f 
· ~ crnr ~ ~. f3l'l'fiT ~ 

3200 ~ ~ ~ !W fu;fA; ~ rorr 
;;mIT ffi ~ ~ fW iti1f ~ I 

~ m;;r Q 'tiT w-fT ifiliT ~ I 
Q 'tiT qUim, ~ it; ~ ~R 
~T lif;;r;;r it ~ OR ~ ri rn 
lIiT~~~~ I ~;;it~ 
f<ro I'fT m ~ mr !fiT ~mrr 
~ ~ ~ 'l'r fifi ~;fu f~ 'tiT q~ 
it; ~ ~ «T 'ifW lft1ft ~ vf\' I 

~ Jrt11l 'til !."lfIif it m ~ ~ 
fu:m; m m;iI' <'fTIf1' tm t: I tt qm?r 
~ f~r... tnl~ mr it; ~ 

· ~ ~ 'l'T r... ;;it ~ r...1flif ~ it 
<mT ~ ~ $ ~ ~T t:. :a-~ ~T 
ltiJI' 'tiT ~ I fit;m;f ~ ~ ..rnA 'if".mIT t:. 
~'" 'if<mT ~, ~ 'if<mT ~ I 
~ ~ ~r tm 'ff r... flt;m;:f 'til 
"I'~~ $~~t:I~ 
!qfq' ~ f~ ~) ~ ~ ~r 'liT 
~ t:, q !qfq' f.t;m;ff ~ rot ~ 
<'iT f'ti~ ~t qtf.t ~ it tt'fi Ifr.ft 

m ~ ~ ~f;; Ifr.ft ~ 'tiT ~, ~ 
~~Vo~~~~~~ 
~I qfii£~~"1'~~ 
1 2 ~qif fGil' flr.m ~ I ~;;rlf ~ 
wn qJ;fT t.:rr lIT ~ ~ ~T 

m~~1l'~I~fIJ 
fu;fA; f~ .m~ I tt ~ I'fT r... 
;;it !qfq"tiT ~ ~ ~ ~ ~ t: q 
~ lIfT .m: 1ft' ;omMT mA; m;;r 
~ it Q <ft 'ti1l'T~. ~ w iti'T q.~ 
~t~~'IiT~m~ ac;m 
.m~ I 

q1ft' ~ it 'SIlJ'I";f #t lIiT ~ lffifOIf 
f.:Ai<:rr 'ff m ~ ~(f ~ 'ff r... ~ 
;fl'"r tt:rl'f ~ iti IT fif; ,,!f'f iti'r \Jil{~ 
~m ~ I ~ (fifi ~~T 'tiT iR"n 
"lim !."lfIif ~ ~, ~ lIfT iR"n 'Ii1I' 
!."lfIif~r~1 ~iti'Tq.~~" 
t f¥t ~ ~ w~ f~ rorr 
;;n;rr .m~ I ,ff ~ ~ Ai ~ 
~~ ;mr OR !."lfIif rorr ~ fit;;oft 
"I'~~'(f;:rT~~'flIT~~)~ 
fit;m;f 'liT ~ ~ IW ~ t 
f~ fir;;r~T 'tit ~ iti1f 'tiT;omMT I 
~ ~ 'til ~.~ srom: iti'T!W ~ 
~T~ffi~~~~ I ~ 
~;;ft~IJ~~t"'m~~1it 
fu;fA; f<ro ;;n;rr .me'~ I 

~~.~~ ~q'..m~ 
~ ~T ~ fit; ;;it q;mr PTt <ft lfl"ftf 
!fiT ~ ~ ~ ~~t iIT~ it 
t~ mm ~q;te ~ ~ 
'1iQfT ~ I ~ me-if if 'tiW fiti' 
~ ft;tf1re ~ ~ I tt '1fT ;a-;:rt ~'f1I' 
lIiT ~ ~ ~ I ~ q'J'tI' w-ft 
ai'ifT f~ m (1') \'Iltr tom· ~ m 
t f~ ~ ~ ¥~. ",til, ~. ~ 
lIT qf;f qf;f i~ it; ~ lJiW I !qfq' 

f~ 'Ii1I' lR ~ €~ ~~i' rn 
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'"~ m m '1fT ~~ m ct't ;ttfmr 
Itim~f~'iI'Tmqt~~ 
~~I 

~~ ~ ~ !lI'~ !lI':;;9T :;ft;;r 
~ -m t fit; ;;it ifiTt ~ q;mr ~;;m: 
~ ~ mao.; it; iflti'IiI' ~ ItiT iltiT 
~~~~~it;~~T~ 
\';fif.1f flIRT ~ 'fiT ~ ~ mfiI; q'ffi' 

"""';;mJfit;WlIT~ij'!lI'T~t I 
~~wm:it;iflti'IiI'~ it;~ 

~m~~t~~~~1 
a1ff~~~~ ~~it;f~rn~ 
~ ~ >;fr rn omiI' ItiT iflti'IiI' 
~ ~T ~ ~ ~ ItiT %1tiT m 
~ ~iT ~ !lI'~ ~ ItiT ~ ~ 
~,~wr.rr~,~mR~~ 
~I m~~ ~~1I'fi1tiT 
tffiT if~ ""'" ~ I ~ iflti'IiI' .r.r ~, 
~~if~1I'fi~tl ~ 
~ <tiT ~ ;mf ~T ~ "IR ~r 
;;mIT t fit; ~ 1I'fi ft§q1' gm t I ~ 
i\<:r ~ ~ fit; ~ 1I'fi fm Of fir.6'r 
~if~t,~f~~it;~if 
~~Titit;~if I ~~mT it; 
~ .. ~f.t;t!;~~ij'~~~ 
it; OIl\' ~ "IR ~ ~hTl1!iU ~ 
~r ~ f.A;r;;r ft;rIrr I ~ !lI'TII' ~ 
~ij'~~m~~~fit;m;;rij' 
ifiTi aAi ~ ij' mtT 'fiT ~ Of 

f~~"IRm~mrnm 
!lI'm;l~JS~I~~ 
~ ~ ~ I Wt lfiroIT ~ ;;it 
~~Tt~~~~ 
t I 

~ ~ ~ 1fOT """ t. it ffi' 
~ ~ t I ~ 1950 ~ ,,"'Of ~ 
~ ~ .r.r ~ I !A'tR' !lI'TII' f.;r<;rr lffir-
~ ~ ~ ~ ~ ffi' ~.tn'IT ~ ~ 
~ fit; WI: I 050 ~ 'R1f ~ ~ lf1fOTOf 

'fit ~ ~ ~ ~ qcrl ;;rq ~fJT fit; 
~ ~T <ti ~r i mlfT I ~q ~ i' 
~ qq;~ "" ~ ~if "IR ~ 
m ~ 1I'fi ~ ~ m ;;rrttm I, 

~~ %~ it; imT ~ iIif'A' <tiT 
tn'IT ~ it; ~ mq f.;r<;rr ~r 
it; mr lI5' tn'IT ~ !lI'ftf f~ ~ 
'fiT ~ ~ ~ fit; ;j\T If"ItiTOI" oR ~r 
~ ~ ~ij'ifi'l' tom ~ 'fiT ~ ~. 
1!i1: fit; ~ ItiT If'iI'iIif ifif <W ~ I ~. 
ifiTlf <tifoif ~ t, ~ ~ If"ItiTOI"; 
~~ if ~ m 'fI1 (qYl:".. if· 
m q~ it; ~ ifi'ffiT tiM f~ 
;mIT q'ffi ~ ~ ~. ~ "IR m-' 
,"f6.lrt ~ ~ I • 

'i.fif\ ~iT if;j\ ~ t ~ ~ ~ 
"IR~Of~~m~~lfi'GI'') 
~ ItiT ~ 6lfIif f~;;tfT fit; ~ 
~ !A'tR' ~ ~ ~ «ma-.:r fil<; \;Tit 
~~~it;~<m1l 

'fiT '1fT f~ ~ 0'Tflt; ~ 'fiT ~ ~1 
Ai f~ ~ irlU ~ ~ <tit t 
if fit; ~ 'fI(1q~qrd<fi it; i11"if if ~"i 
;fzT~1 . 

Dr. L. M. SlDghvl (Jodhpur): ~. 
Deputy-Speaker, Sir. the Bill befQre 
us is to be welcomed as an instal-
ment in the rationalisation of our 
tax system, indeed as a neceSS11J7 
consequences of the experience ac-
quired in operating the parent &ot. 
and in view of the fact that certain 
unmtended hardships had appeared qn 
the horizon of tax ad~nistration in 
our country. One is therefore impelled 
to say that in so far as the Bill goes, 
it is very much to be welcomed. , 

I would, however, also add that this 
is a somewhat insienificant and small 
step in that direction. We are en~it1~d 
to expect a m'Ore comprehensive 
piece of legislation before us tor re-
casting and sflreamlinmg thE: tax 
system m our country. One is im-
pelled ,to object to the variolltl omis-
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.ions in the Bill rather than against 
whllt it contains. 

Mr. Deputy-Speaker, you would 
recall that the Finance Minister had 
at one time promised to this country 
that he would bring about a recast 
of the tax structure in the country. 
We would like t·o have an earnest of 
that promise; we would like to have; 
successively and progressively, and 
in instalments if necessary, otherwiee 
in the form of a comprehensive Bill 
if possible, a complete blueprint ot 
tax reforms in this country which 
would go far, which would go deep. 

I also want to invite the attention 
of the hon. the Finance Minister to 
the question of modifying he present 
mllchinery of tax adjudication. I 
would have hoped that an opportu-
nity would be taken while bringing 
forth this Bill to &lve us an idea of 
what changes in the tax adjudica-
tion machinery can be effected or 
it likely to be effected in the near 
future. Only this morning, Sir, ans-
ering a question during the Question 
Hour, the Law Minister said that th~ 
question of eliminating the Income-
tax Appellate Tribunals is engaging 
the serieus attent:on of the Govern-
ment. You would recall, Sir, that 
this suggestion had been made at one 
lime by the Chief Justice of India, 
and the Government naturally felt 
that the suggestion deserved to be 
examined in greater detail. 1 was 
c!isappointed, however, when the Law 
Minister was unable to tell Us of the 
teasons and the advantages adduced 
as grounds in faVOur of eliminating 
the Tax Tribunals and vesting theBe 
~owp.rs In the High Courts. I should 
.ike to welcome the Law Minister's 
-opinion voiced this morning on thE 
flo'or of this House that the trend of 
academic analysis is that the High 
Court should be vested with -powers 
of adj udicating both on facts as well 
is law. This would, I think, streng-
then the structure of the rule of law 
which We are so anxious to preserve 
and promote in our country. Because, 
the arbitrarin.eas of the revenue-
r.otlecting omcials, the various com-

pulaiona whiCh drive them to collect 
and even to exact taxes, the various 
modalities employed by them, the 
various tactics pressed into service by 
them, have become a bane of the tax 
administration in our countrv; and un-
less a structural, instituti'onal ana 
functional reform is carried out in 
the machinery of tax adjudication, the 
assessee would continue to be haras-
sed, would continue to be bedevi1led 
by the tactics of the Inc'Ome-tax offi-
cial •. 

I would like to refer to one more 
matter and I would have done. I feel 
that there is considerable ground for 
allowing royalty Slayments based on 
mining output as allowable bUSlU1:3S 
eXpenditure, as expenditure which 
would ,be deductible in the computa-
tion of busineSs income. This I say, 
Sir, in view of the fact that the 
Taxation Enquiry Committee of 1953-
54 as well as the Tya,i Committee 
felt that where royalty is payable on 
the basis of production of mining 
material, it is clearly admissibl~ as 
deductible business expenditure. The 
Tyagi Committee said in clear words: 

"The royalty payable on the 
basis of output is clearly admis-
sible under the Income-tax Act .. 
It was pointed out that these 
payments of royalty, whstever 
their mode of calculation a'Ui 
however they may be judi-
cially intel"Dreted, have to be 
made for the purpose 'Of worlting 
the mines and extracting minerals, 
There is great force in these 
arguments and we feel that dis-
allo'Nance of royalties in the 
aSSe3&ment cases of mining indus-
try would obviously hamper its 
develc..pment and ability to ctnn-
plete in the world mar1~ets." 
An sssurance was sought to be con-

veyed in this House by the then 
Finant'e Minister in this respect that 
royalty payments based on output are 
deductible as business expenditure. 
However, on account of a recent 
judigment, of the Rajasthan High 
Court, this is not the position. The 
result !s that royalty payments are no 
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tonger regarded as dec;luctible busi-
'\less expenditure. 

Sir, even after the decision of the 
'Supreme Court in the cases of Pingle 
Industries and Abdul Quyam, ille 
Income-tax Department contmued to 
"llow loyalty payments based OIl out-
put as deductible expenditure in tlUl 
computation of business income. This 
has ceased to be after the judgment 
of the Rajasthan High Court. B'~fore 

1bis a P'ull Bench of the I..&hore High 
Court and a judgment of the Privy 
Council had held that payment of 
royalty was the price of the raw mate_ 
rial or stock in trade and ther~rore It 
was considered to be a revenue ex-
penditure. It would be appropriate if 
the Finance Minister proceeds to give 
relief in this respect to the mining 
industry. Otherwise I apprehend 
that th£' mining industry in various 
parts of the country, and particular-
ly in the State from which I happen 
to hail, would suffer a setback from 
which it may not recover for a long, 
long time to come. 

Shri Kashi Ram Gupta: The Cal-
-cutta High Court has treated it as 
revenue expenditure. 

Dr. L. M. Singhvl: I am aware of 
that. But unfortunately the Depart-
ment has proceeded not to permit ~he 
TOyalty payments as deductible eX-
penditure in the computation of busi-
ness income. I would hope that the 
Finance Minister would consider this 
matter on its merits which are intrin-
sically very convincing and persua-
sive, and which I hope wcmld 1;e 
found all the more compelling in vieN 
of the objective to which we are com-
mitted, namely, the development and 
~romotion of the minini industry in 
our country. r hope the I Finance 
Minister would be able to tell us, 
when he rises to reply to this debate, 
as to what measures and according to 
what time-schedule he proposes fo 
carry out to streamline the t.ax ad-
mini~tmtion in this country and to re-
form the machinery of tax adjudica-
tion in our country. He would also, 
1 hope, be able to say 01' react to the 

submission that I have made i.n res-
pect . of permitting or allowing royalty 
payments as deductible bUSmess tx-
peiiditure in the e'Omputatlon of the 
business income. 

""~mr.~ (i'uifT) : ~ 
~lf, ~ 'ffif ~ ~6" GfTiJ 'fiT 'IT 
fit; ~ ~~<r;;r f';t;;r <'f1lfT "I'RIl, 
m-*" ;rr;r;f~ f ffi ;f(:fT it 'i6lJ 'fiT !if.t 
if; ,,;;nit ~ 'fiT t:M 'fiT ~ 'fiT ~ I 

lJi1 ~ it ortr iITffi fifO tit!- ~ ~ 
<titf~~~ 44ifO~~~ i 

'flIT $~ ~ ;;rritirr , 

~ fiI';;r if01 ~ 3 it ~ o!l~T 
'fiT tTt ~ fit; ~ ~~.<tit 
~il!l<1 tJ;~~ if; fifO~ if; ~ 
~ t:!;~i ~ ;;1'1' ~Q1;;r t:!;~~ 

f1r<;m~, ~ t"" 'tf~ f~lIT if1IT ~ I 

f.lf~;m ~co:or <tit '"' l11l: t~ 
~ ~ if1IT~, ~ mlJ ~ I 

ifi1hrrU ~ ~ mfui~F; <tit ~m;­
tc ~~ ~ if.t{ !"" tf""f'l 'ftfi 
fG'IH if1IT ~ I ~;:r iiIi' ~ ~"I<if <tit 
~R ~(f ~ it. ft;m: tT 'ifF: fiI'''I' <'fTlIT 
if1IT ~ I ~ R;; it I:(~ ap:rNf 1ft':ortr ~ 
f~ B'11 l:I~ O!'R ri f'li ~-9' ~ ~f 
~mt ~ 'iPfI;l it, OI'G( fit; ~ ;mfur, 
~ ~ lJ'; f<f'f>' ~T ~, mft ~ 
~ ~ ifOl ~ f~a-lfi lTt ~I I 

lfQ' '1"1 'lll'iJ it .. @' ~rrrT ~ fifO tl' 
~ <tit 1M ~ ~ t"'lfT ;;rr 71l'T 
~, ;:r~T ~ <,"14;",' ef.t ro ~I~i 
~ f.r",~ '1., .ftiu f~4T "1'1 wr ~ ? 
'ffiNr 18 ij f<WT ([lIT ~ : . 

"Where any person ... enters 
into a contract for the COl'struc-
tinn of a ·buiJding for, or the "uPl:l~' 
of goods or services in conne~­

tinn therewith to, ally othe" 
person, the value of which exceeas 
fltfty thousand rupeeo, II E: shall 
within one month of the makmg 
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[Illf ~ fQ] 
of the c'ontract. furnish to the 
boome-1ax Officer having juril-
diction to assess the contractor 
such particulars relating Ito the 
contract and in such. form as may 
be prescribed." 

~~T ~m m ~ ~ ~ fit; 46,000 
~ 48,000 ~qif ~ ~ ~ ~ 

oaR ~ <t1"'(41i~ if; ~ ~ 
fiR ~ 1 ~ ~ iffif ..". vfi fit; 
~iPfR~~~-~ 
~ ~IR< 'fiT ftmir m;;mIT f ... 
~~f~~f¥t~ 1 ~Ifi't 
~ ~ f.:m ~ \iJiI" f.r. ~ ~~ 
~t ~ m t, ~ ~ f.r; mf.rt; 
~ Ifi't U ~~ t ;mw.er m.: 
.rr.ror~ ~ ~ ~ ~ ~ 50,000 
m lIft"lRT'if ~ 1ft ~ 1 ~ mf.rt; 
J('fiTil ;f.t ~ .... ~ t ~ ,*,n, 
mite ~~, ~ ~T ~~ IR ;r.T1f rn 
~, ~ W:mr, ~ ~ ~. ;f;r; 
, .... '1h i .... ;f~ W I ~ 

;;rtf ~ ~ ~TU ~t 
~, a1f ~ ~ ijOi\I!IlI'!i'I{\ Ifi't 
~~~)~I~it~f~ 
'tit ~ qT;f m ~ IR \ff oaR m 
~ ~i;Jl ;f.t 250 m ~ if; ~w.r 
~ ffi 1 'ItR: ~ 1:« 1'II!IlI,.'){\ 
'tit qr~fi\lRf Ifi't ~ ~ ~. aT m 
~~~~~~wr.ffi~fit; 
fir<;r J!lf~ ~ <t~~ 1"T!flTl!IRf ~ 
iitl 

g1ITU ~ 'iT flti" ~ fiRr ~ 
" ~ it ~ iIj'i\ffi if; ft;rt:t, ~qf\;m 
~ ~ 1(1RI4II"Ifc!,,; ~ t ~ 
fl{ ~Trn 11ft f4i<uT m qWq, tlt~ 

" m: m=r it u:"i ~ tIT ~ ~ tJ1fT 
Ai qf;f Q;1Iil"'" ~ ~ ~ ~ 
flRr ~, ;;r.r fif; ~ wmr it ~-u 

~ ~ ~ fif;lrr tJ1fT ~ fit; mt lfim-
~ I{:. :- i\"!6 ~::;nirm I mt~­

lti"R ;f.'t 1:"( .... m '1ft fuT"r!6 ~ ~ tJ1fT 
t I ~ ~ It>i" ;ftftr ~« iffif ~ ~ 
~ ;;mfi ~ fit; ~ ~ ..rt cft;r i\1t 
~$t~tmmr ~m.m-~trft, 
~ f.I;m;ff ..rt 1 9 ~ !Il'. ~ it; 
mmr~mr.ft~trf~ I m~~. 
If>1" ~ it; ~ i\lr-;N fir;:r ~m~ .. 
m ~r ~ t f.r; ~-~ ~ lift" 
~""'~I 

irtT ~~ ~ f .... tT1f<: ~ f.r;;r <i.r 
~ ~ it ~ ~, erT ~ri i:wfi 'fflT'iI" 
~ ~ ;;nit f.... f;;r;r <'fro ~ m 
€w f.:m ~ W ~, '3"i\IfiT ~ if; 
~i\"'(J~r~ I WJrt~ lfoT 
~ ~rmr mr. tro; ~. f~ fVfew 
1J")f'(q-g it ~mnt t ~ if; qm 'If) i\"ift 
itl 

~~~mt~lfiI"ri 
~ :;mffiT ~ fit; lJo «iTo ~ ~. 
~RJ: IR 75 ~qif lfiI" ifiT tom ~T ~,. 
\iJil"f .... m~ .... )~ 4SW-f 
lfiI" a"4" ;tT ~ I f.om;fl;w *r ~ 4 So 
~ lfiI" ~, ~ IR 75 m iii\" €om ~ 
~ ~ ~ ? ~ ~ifri ;f.t ~.:A:. 
~-.n-mr ~ IJlJ; t fit; if f.I;m;ff "Ih: 
Jr~~l ..rt ~ iffif .... "t <:roT'" ~ f 
fit; ~ ~ Wt lfiI" ~~...mt ~, aT ~ ~~ 
lfiI" a-T ~;f.t ~ ~ oaR ~ 
~lfiI"~~it~~.1 ~lJ.0 «iTo 
~ 52 R<'ff ..". ~~ ;;rr;Ia-T i 1 g1f m-
« Ai· Q;ifi lJl:'" iff.m qq;f\" slit ~ 
~ ~ f!; m G"qT t, ~i IR cw. 
~~~~""?{T~~· 
t oaR Ilrt-~ iITdT t 1 ~ifiT 
'[iJT ~: '1ft em ~ t, If4lfiI; ~. 
~ tm: '11fT ~ 1 ~n qqit ~ Ifil: 
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1i'r qtR ~ ~ ~ flror ft;rlrr ~, ffi'fiI; 
Itt ~ ~ ~ iilW, am ~ ~ 
q"(if I!I'AT ~ mv iilW 1 ~ ~ 
ooO!!iT~~t~f~~fit; 
~ f'il" it ffi;r ~ IfiTlf m ~, 
~ ~ ~T tfi!fi ~ :;nf~ I 

~ ~ m:r it ~m ~ crnT 
fit; ~.rrm- w. mi ~ 0!!iT 
~9 ~ f1lmft 1 ~ f.t;;r;t;T f1f<;ft ? 
~ ~ 0!!iT f1r.fr ~, ;;IT ~ ~ 1 
".()~qfdcii 0!!iT $. ~ fu;n1rn' ~ 
~ ~ ~ m:r l~T~PT'IIT ~ I 

~ ~ if :;fut; f~ ..rr 
~~ fi· ~ ~ ~ 1fT fit; m 
t~;ir~t~~~ 
iilW 1 ~mmm~~fit;q1R m 
!eRr ~ t ~ ~ GIlif, ffi il'ffi 
~ ffir ~ ~ ~ ~ iPfitiT ~ 
~ ;;nit fifi m..;;r~ ~ lI'T'f;ffl t 
ifffif ~ ~ ~ ffir f~ tT'IIT ~ I 
~"f ~ ;ffir ;fu:r ~ fiA;ffi" t m.: 
ifm ~ ffir ~ ~ ~ 1 ~ :~"l'!li 
f1If.RZ'iT t ~J1Iif ~ Jj:t<rf;F; ~ tT'IIT, 

ffi ;a~~ ~ fit; ~ 6't ~ ~ 
~, ~ ~ ~ ;;fttff « ~ "WI" 
~t,~T«~~~~~ 
"Rm"If~O!!iT~m~~~ I 

~ flre QT « it ~ f.fm 
~~T fit; If'I':ifT1r ~ ~ 'fTf~ 1 
~ ;nlf , 601+11"11<1 t 1 ~ ~ 
0!!iT ~ P'I' il; ~ ~ 'fiTolT 

'fTf~ 1 ~ ~vr if !!T-p ~ tlR/' 
~f~IfT 1 ~t~rlrlnT-p,,,,ur,Tt: 
fit;m;r, WIi ~ ~R WIi ~­
m ~ IIi1f i'~ ~'fT 1 m;;r ~ 
~Q t fit; f1I1;r-~ ~ ~ 'II't~ 
~ aiR/' 'fiT 450 ~ ~ lm ~ 
of% wt!; t 'I ~ m I9i1 ~ ~ il; 

~ ~ ffi1:~ ~ ~, ~ mrr ;rtf 
~,mft~ifiT~~~~ I~ 
~ Q;ifi fifi~ ifiT CR$ miImTT ifiT 
qR ~ 1ft ...r..rr ~ ;;nit, ffi ~ 0!!iT 
~~~itm;rf~~~ 1 

irt't ~~ 1ft!: ~ fit; ~ ..rr 
~f~.~w.~Iq1R~ 
~ ~ ~T iIiWt, 6't ;;r;rnr WofiT 
~~iliWtl~~~t 
f~'" ~ 1 ~ ~ iIfR lfrfPftzr fCffl' 
QT«~mmm~fifi~~« 
.~~Ril;~ifmiTq 
~ IfiTlf fit;lrr ~ iIfR ~ ifiT f~ ~ 
~, ~T ~ « ~ f'itR:rr;f, WIi ~ifiTif1m, 
WIi t~-m iIfR w ~ ~re 
0!!iT ~ ~ 1 ~-~..rr ~ iIfR 
~ ~ ifi~ ~, ~f<ti'f ~ P'I' ifiT 
~ tt,vr 'IT fit; ~ crr.rifi~ it 1 o..ft P'I'-
qy;rrU"'T~..rr~~t~ 1 

,,1 ..,,~ f"~ (W~) : 1fIRT'{. 
p;ur ffi ~-;fr~ '1ft it I 

,,1 .10 "-0 '"" (~) : 
'II~ ~vr 'n~ 'liT +t« ~ 
itl 

Mr. Deputy-Speaker: The Finan\!e 
Minister. 
15 brs. 

Sbri Bade: Sir, is not my name 
there in the list of speakers? 

Mr. Deputy-Speaker: I am sorry, it 
is not there. Shri Trivedi from your 
party has already spoken. 

The MInister of FlDance (Sbrl T. T. 
Krislmamacbari): Mr. Deputy-Speaker, 
Sir, I had followed the speeches made 
by hon. Membe,s with a considerable 
amount of interest. Broadly, it seems 
that many lrave welcomed this mea-
lure because it aives a eertain amount 
.f relief in cases at hardship-not re-
lief trom taxatiQn but relief from hard-
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ship on the working of taxation laws 
which caUSe hardships. 

This is not a comprehensfve Bill at 
'all; 1 made no claims of that nature. 
Of course, some hon. Members had 
raised the point whether I..'le occasion 
should not be taken to provide a 
large measure of relief. 1 think hon. 
Members must 'be aware that in the 
last Finance Bill, in the case of a 
person who has 11 wife and two child-
ren the limit was "l'1l.ised to Rs. 4000. 

15.0Z MS. 

8hri Kashi Ram Gupta: The prices 
have gone further up. 

8hri T. T. Krishnamachari: It has, 
1 agree. But, any Way that was done. 
Somebody did mention it should go 
to Rs. 4000. I am replying to those 
suggestions. I only mentioned that 
some concession was made at the time 
ef the Finance Bill. So far as this 
measure is concerned, I make no 
claim that it is something which gives 
a general relief. In fact, as hon. 
Members pointed out, I had promis-
ed to look into some of the points 
raised by hon. Members at the time 
of the Finance Bill and it is in res-
ponse to that promise that certain re-
liefs are given where, as I said be-
fore, the law is really hard. FOr ins-
tance, in cases where Government of 
their own volition bring a company 
into liquidation the entire amount of 
money that is in the reserves should 
not be treated as dividend and taxed 
and some portion of it whiCh need 
not have been ploughed in with any 
knowledge that. the company will go 
into liquidation or will be taken over 
by Government should be separated. 
Instelld of paying the normal Income-
tax on the entire amount that portion 
Of the amount which has br-en plough-
ed into reserves three years before 
Government"s decision was made 
known would only attract capital 
gains. 

In fact, this Bill is not intended to 
benefit any particular HCtion of the 
community, as for instance the capi-
talists. I think the idea was that the 
capitalists, people Who have a :arge 
income, would not benefit consider-
ably because of these concessions be-
cause they will be paying a very liigh 
rate of capital 'gains tax, and it is 
only In the case ot the smaller people 
that it might help. 
. Similarly, the question of conces-

sion in regard to rent has a limitatiOn 
of Rs. 300. It is not intended to help 
the bigger people but only the medium 
and smaller type of people. 

I think the general charge that this 
is intended to help the affluent class 
is not right. Even in the question of 
taxation of that income which goes to 
charity, from which they were 
exempt, we seek to give some relie! 
only where the beneficiary happens to 
be a charitable trust which in turn 
helps only the needy people. There-
fore, I would humbly submit that any 
charge that has been made On the 
floor of this House that it is iDtended 
to beneflt any particularly affluent 
class is not right. 

Sir, suggestions have also been made 
by hon. Members by means of amend-
ments. Some of them want to tigh-
ten the provisions. For instance, one 
Bet of amendments do not want the 
three-year limit to be put in respect 
of companies which go into liquida-
tion where a portion of the amount 
distributed is .ought to be 
treated as capital and there-
fore taxed under the Capital 
Gains Tax. The whole idea is, as my 
hon. friend Shri Morarka explained, 
if people with any knowledge of some 
such thing happening plough their In-
come into the reserves so as to get 
away from the obligatiOn to pay taxes 
on dividends, that should be avoided. 
Hon. Members might ask, why there 
is a three-year limit? In fact, I think, 
in a previoUs wording of this taxa-
tion-t think it was in: 1954-55-there 
is a total limit of six year~ ril(ht up 
to the time of payment. Well I 
caR understand if hon. Members say 
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that three years is too long Ii. period 
and two years is the proper thing. It 
is a matter of judgment, and the 
judgment of hon. Members may be 
better than mine. Somebody n,ay say 
that three years gives a large con-
eeiiion, it should be made into 4 
years. But I do not understand the 
teas On for completely taking away 
this limit which, I think, is inherent 
In any concession of this nature. 

On the other hand, my hon. friend· 
Shri Morarka had suggested that if we 
put a limit of Rs. 50,000 either in 
respect of contract or in res-
pect Of notification of persons who 
transfer property or acquire them it 
is likely to be aVoided. It is true. As 
somebody mentioned, Rs. 48,000 
might be the amount so as to avoid 
this. We will have to watch such 
cases. In fact, as some hon. Mem-
bers did mention, provisions of this 
nature throw an enormous amount of 
burden on the taxing authoritY and 
it is also likely that the area of people 
to be covered becomes wider. It may 
be that there might be a bona fide 
transfer of property which is not of 
a very high value, not above Rs. 
50,000. I give this as3urance to hon. 
Members who had suggested this 
amendment, that I appreciate the 
basis or the reason for which they 
have made this suggestion. But let us 
work this for soine !ime. We are 
making a change. W~ are putting in 
a limit and we lire trying to get 
people outsi.de this limii. If, say, after 
working for a period of • year or so, 
even in the six months period that 
would elapse between now and the 
Finance Bill next yClar we find that 
evasion is there, I would come to the 
House and say that I will lower it. 
Therefore, ;[ submit to han. Members 
that it is not that I do not appre-
ciate th~~.r desire to make the mea-
sure cast iron, but [do not want to 
increase the area unnesessarily, I do 
not want to increase the area cJ. con-
trol. We will have ~o do it after ex-
perience. Therefore, I assure them. 
that I will watch the position. Al-
ways any limit is arbitrary. Even 

Rs. 10,000 is arbitrary. We are ftxillg 
a limit of Rs. 50,000 because that is 
not on the abnormal side. It may be 
that for flats in Bombay it may be 
Be. 30,000. We will watch the posi-
tion and see. Anyway, Rs. 10,000 is a 
very small limit. It may be Rs. 26,000 
or Rs. 30,000. I will certainly watch 
.the position IUld if r nlled any change 
I shall come to this hon. House. 

Certain fears were expressed in re-
gard to arbitrary refusal or unneces-
sary delay, and certain provisions are 
sought to be suggested. I will give 
·this assurance that in the rules that 
I make I shall put in the safeguard 
necessary for the purpose, that there 
should be no undue delay. We shall 
put a limit by which a person should 
either refuse or grant the certificate 
and then leave the party who is af-
fected to take such furtll,er proceed. 
ings as he wants. But I do not think 
it is necessary for me to put it in this 
statute. 

Some hon. Members said that I 
haVe given certain assurance in re-
gard to self-assessment. I may tell 
them that this assurance has been 
conveyed by means of instructions to 
the income-tax officers. If my han. 
friend has any particular instance in 
which he thinks that it has been 
ignored, r shOuld be happy to have 
the details of that particular case. I 
will look into it. I shall, before long, 
be meeting the Commissioners of 
Income-tax and this is one of the 
things that I propOSe to tell them, 
that while we are considering the 
question of checking evasion we have, 
at the same time, to be careful in \Oe_ 
gard to avoiding any harassment 
which is unnecessary. I shaH not lose 
any occasion to hammer this down to 
the minds of the officers concerned. 
And I think if anybody feels that he 
has been taxed more than what he 
ought to pay, he immediately comes 
up and questions the intentions of 
the officer, though it is not always 
the case. It is true that I am my-
self offended sometimes when there is 
an arbitrary element in taxation or 
interpretation Of taxation. But that 
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is normal In fact, if we are injured 
We always try to rationalise There 
is a story in my part ot th~ country 
that a very rich moneyed man who 
was ignorant, hlld gone to the 'court, 
as most ot those people ot those days 
were litigants, IIIld he lost the case. 
He called his clerk Bnd asked him the 
result of the case and he was told 
that he had lost it. He immediately 
asked: .. What? Did the lawyer not 
urge the merits of m,.v case?" The 
clerk replied: yes, the lawyer spoke 
for three days. Then he asked: is the 
judge a fool? Because, according to 
him, if the lawyer did his best and 
still he lost the case, the judge must 
be a fool. That is the logical ans-
wer. It is an inherent trait of human 
nature to rationalise everything when 
we think something has gone wrong. 
But, nevertheless, I do not rule out 
the pOSsibilities of there bentg a case 
of harassment here or there, where 
8IIIIIething is being done in a hasty or 
abrupt manner. But, by and large, 
most of these officers are not bad. 
They may also be harassed some-
times; they may be over-worked or 
worried or afraid ot pressures. To-
day their position is very difficult. Ot-
ten many income-tax officers come and 
tel! me that they have been told that 
unless they do this, or that, they are 
going to be reported. Ot course, once 
you report against a person there is 
no relief. The report will come and 
it will have to be enquired into. So, 
the other side of the picture should 
also be understood by the hon. Mem-
bers. 

In regard to one matter raised by 
my hon. friend, 3hri Banerjee, on the 
question ot arrears, may I tell him 
that as against the 'budgeted figure 
of Rs. 440 crores the collection last 
year was RI. 524 crores? The collec-
tion in tlhe lest month was so heavy 

. that the collections in the subsequl'nt 
months are limping. So there has 
been an enormous amount of effort 
and there hu been a considerable 
amolint of Increase In the collections. 
t think the collections during the last 

month amounted to Rs. 139 crores. 
And I may tell him that while the 
book arrears of income-tax in March 
this year was about Rs. 290 crores; 
quite a lot of it are amounts which 
are not going to be recoverable The 
effective arrears are about R~. 170 
crores in regard to income-tax, RI. II 
crores in regard to wealth tax, Rs. " 
crores in regard to estate duty and 
Rs. 81 lakhs in regard to gift tax. In 
the totality ot collection of about Rs. 
524 crores, I think these RI. 200 
crores is not very heavy. 

Of course, as I watch the drawals 
from the Reserve Bank week by week, 
naturally, I have also to think in 
terms of what the collections are. 
And it is very queer that sometimes 
watching these collections also gives 
you a certain amount of uneasiness. I 
have found that lhe customs revenue 
is going up, growing up rather fast. 
When I analysed this, I found that 
a major item happen- to be kerosene. 
Of course, it is a goo,i thing to have 
more kerosene because it means a 
little more supplies. At the same 
time, it means a certain amount of 
erosion into the limited foreign ex-
change that we pOS3es~. It is a Hlat-
ter which We have. to watch. I dO 
not think the position is really un-
satisfactorY by itself. 

There was one particular point on 
which hon. Members raised perhaps 
their protest, or their disagreement or 
·their disapproval, and that is in re-
gard to clause 5, exempting gifts and 
donations to a particular charity. 
Some hon. Members said it is some-
thing new and one or two hon. Mem-
bers also averred that when Maha-
tmaji died and a fund was started for 
the purpose ot commemorating his 
memory, no such thing was done. Un-
fortunately, there they are wrong. I 
think in 19019 an amendment of the 
Income-tax Act was undertaken and 
in the Act, all It stood until 19113 in 
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"Provided that where any sum 
paid during the previous year as 
donation to the fund known as 
Gandhi National Memorial Fund 
is in excess of the limits prescrib-
ed In this section, the exemption 
granted under this section shall 
Apply to the whole of that sum." 

Mr. Speaker: Yet, Shri Banerjee, 
was sure of his pOJltion. One ought 
not to be so emphatic, particularly 
"'hen something is brought to his 
notice. There is ahV'DYs the possibility 
that one might not k'l,)w certain facts. 
So, one should be C!\ut:ous that there 
iE a possibility that something might 
not be within his knowledge. 
When Members make assertions, 
though they might be doing them 
with confidence, when it is brought to 
their notice that "no, that is not cor-
rect", or something different has hap-
pened, they ought to exercise some 
caution, because it is just possible that 
they are wrong or misinformed. 

Shrl Bade: May I submit that the 
hon. Minister is quoting from the Act 
as it stood in 1953? Could he quote it 
from the Act as it stood in 1963? 

Shi T. T. Krishnamacharl: I am 
sorry, I am quoting from a text-book 
of income-tax. This was repealed in 
1953. I am merely mentioning this. 

Shrl S. M. Banerjee: It is not in the 
present Act. 

Shri T. T. Krishnamachari: That is 
true. It has been repealed in 1953. 

Shrl S. M. Banerjee: We looked into 
whatever Act was available. We found 
a reference to the National Defence 
Fund but not to the Gandhi Memorial 
Fund and hence the comments. 

Mr. Speaker: My remark was in 
general terms; not in relation to any 
particular instance. When a Member 
is asserting something, when once it is 
brought to his notice that what he is 
:saying is not correct, or the position is 

slightly different, he should exercise 
certain precaution before asserting it 
again and going still further. Because, 
there is always a possibility that some 
facts may not be within one's know-
ledge. 

Shri T. T. Krlahnamachari: I just 
appreciate the position. I had the 
advantage or di.advantage cf having 
been in this HOUSe for a long time. I 
was here at the time wlhen this amend_ 
ment was moved in 1949. The con-
cession that given is roughly of the 
order of 50 per cent: that is to say, 
whatever money they give, 50 per 
cent they might get concession in tax. 

Mr. Speaker: I am not talking of 
the merits Or otherwise. 

Shrl T. T. Krlslma.Dmcharl: I am 
going into that matter . Therefore, it 
means that the money received from 
that is only 50 per cent. I can tell 
you when I was thinking of this mat-
ter, I was wondering becaUSe the only 
purpose of the fund that We have 
started in memory of the late Prime 
Minister is going to be a purely pub-
lic purpose. I shall not come to this 
HOUSe and tell them that I should 
contribute an amount equal to that 
which has been contributed by the 
people. That is one of the things that 
I thought of. Finally I was told it 
would involve a lot of procedural de-
lay and so on that J should accept the 
position that has been tried in a pre-
vious instance. I am merely men-
tioning this. I am not claiming any 
more justification then to say that this 
is a matter which is covered by a 
precedent and nothing more. 

Shri S. M. Banerjee: Sometime later 
you will come to this House and re-
peal it. 

Shri T. T. KrilfhDamacharl: It is 
possible that I may not happen to be 
here at the time when a repeal would 
be necessary. All the same, if I hap-
pen to be here after 1967 and the hon. 
Member is also here, he might remind 
me about that. 
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Mr. s ..... ,,: Let us hope that both 
of you will be there. 

SIQi 1'. T. Kr~cbarl: It will 
be a punishml!Dt in my case; it milht 
be a benefit in his case. 

Shri S. M. "~rjee: Great men 
Ulink alike. 

Shri Yubpal SlaP: You will re-
main here. -Shri T. T. Krislmllmacharl: The hon. 
Member, Shri Dandekar, spoke about 
this Bill. I must say that I should be 
hesitant to say anything about any 
remarks which he made about this 
Bill and try to controvert it for the 
reason that while 1 am only a Finance 
Minister he has been a man who ad-
ministered these taxes for a number 
of years and knows them so well. In 
fact, I think, he must know more 
about how these taxes are adm,nis-
tered and how these taxes are evaded 
much more than I. I am not saying 
it in the sl!nse that he is a business-
man 'but as a person Who was mem-
ber of the Central Board of Revenue 
in charge of income-tax. We have a 
very high opinion of his acumen aDd 
knowledge of this tax. Therefore I 
think, while all that he said he said 
as a person who now occupies a dif-
ferent position, I have no doubt that 
he realises that the area of evasion 
is there. Of course, there are cases 
of harassment which is inevitable 
When We try to check evasion. When 
We put that in the rules, it make the 
position a little more difficult. 
Ultjm;.tely, he would recognise that it 
is a case of pull devil, pull bake; 
sometimes the devil wins, sometimes 
the baker does. Therefore he will 
not mistake me if r dO not attempt it. 
I accept his complunents in respect 
of the Bill, not in respect of the 
Finance Minister; but, at the same 
time, I would like to suggest that the 
defacts in the working of the Income-
tax Act generally have been there 
even in the time when he was admi-
nistering it are there wlien I am . 
the Finilnce Minister and will contl-
IlUe until the process ,oes on all the 

time when We try to amend.it here 
and there, partly to checlt evasion and 
partly to lighten harassment. That 
process has to gO on. I do not think 
any Finance Minister cap. say' that he 
has produced an income-tax act wnich 
is absolutely perfect. In ~l~'t, no leo. 
gislation can ever. be perfect. 

The hon. Member, who has vuy 
iOOd ~'tention which I IIPp;ecj.ate, 
spoke about the dil!lculties of the aari-
culturists. We !mow iti but it i~ 
neither the forum nor the measure 
which could help. The hon. Member 
suggested as to why not I reduce the 
duty on diesel oil. It is merely for 
the reason that the agriculturist con-
sumes only a very small portion of the 
diesel oil; other people consume more. 
Ultimately, if you want to do any gOOd 
to the people then diesel oil has to be 
taxed until we reach the time when 
we h1\Ve no tax at all which, I think, 
will be very good and then j<ou will 
have no Finance Minister at 1\11 which 
will be equally good. Those kind of 
halcyon days will never occur. I think, 
in the days as we go on the Govern-
ment will become more and more com-
pli.cated i Finance Ministers will be-
come more and more harassed oersons 
and, of course, hon. Membe;s wi I 
haVe to criticise them and they have 
00 adjust their Bigbts tram time to time. 

But essentially I agree lIhat theTe 
are a lot of things that could be im-
proved in the State sphere. I hope. 
the han. Member who has spoken will 
stand for ejection as a member of the 
State Assembly next time in which 
case, J think, he can make his in-
fluence felt in regard to an area of ad-
ministnltlon wbich concerns the people 
As~embl;y. 

Sbri D. C. Sharma: They like the 
Lok Sabha much more than the State 
Assembly. 

~ Ba4e: He wants that he should 
become' Lord Krishna. 
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Sbri T. T. IrI .... n.pwebari: The only 
trouble about it is that instead of 64 
I should have been 16: then I wquld 
have appreciated all this. But I can-
not do it. Therefore, it is ~using, 
irut.eresting ·and also good from a 
Mem~ who feels kindly towards the 
Finance Minister. I thank bim for it: 
but 1 can say no more about it. 

I think, I have more or less coverecl 
the points. About amendments that 
have Peen give:n noLice of in order to 
improving the BHl, Qf COul'se, all 
amendments merit consideration but 
there is one particlJlar amendment 
which my ~on. friend, Shri Morarka, 
has given notice of in regard to the 
provision of appeal. I find that if I 
accept it, I have to do something in 
regard to section 230 wh&e similar pro-
visions in regard to different types of 
people obtain. All that I can pro-
mise is in regard to the question of 
hanssment, as regards the question of 
al!owing a person opportunities, we 
WIll frame the rlJles and the rules will 
come before the House. In regard to 
the question of appeal, this is a matter 
which I wi~l examine and find out be-
cause if I do anything here, I have 
to touch section 230. Therefore I will 
beg of my hOll. friend to bear with me 
for some time. r will have the matter 
examitlild and, if necessary, we will 
bring i.t up ia· another amendment. 
There ill always an annual amendmpnt 
of of the IIlCQm~tax Act and we will 
brill, it IJP then. 

.1 would al~o like to tell my hon. 
frlen~ one thIng. I prefer this three-
)"ear 1jmit to Pe there. As I lIBid, we 
haVe to haVe a limit. He may IIBY: 
Have two, three or :lour, but you can-
not do without a limit becaUSe the 
moment people know that the company 
is likely be acquim'ed, as is the ca~e jp. 
the case of electricity companies, then 
the obviooa reaction is, "Why should 
we declare a dividend this year; we 
will just put it in the reserves?": 
all that you have to do is to pay. 
Capital Gai~s Tax provided the 
area of the spread is something 

considerable. Therefore, if the hon. 
Member had suggested that I 
should not have the limit as three 
out as two, I would have perhaps 
agreed: put sinCe he wants a removal 
of it, I am unable to accept the re-
moval of the period. As I 5i8id, it is 
a matter of judgement whether two is 
good or three is gQOd: probably they 
mean more or less the same. So, hon. 
Members will pleaSe bear with me if 
I do not accept thEse amendmepts: but 
I will certainly examine the position. 
If by reason at something like these 
amendments being incorporated would 
benefit tlte asses sees, then, I think, I 
will think about it. 

Shri Kashi Ram Gupta: May I put 
one question to him? The hon. Fin-
ance Minister has not been kind enough 
to answer my point raised about the 
assurance given in this House at the 
time of passi;ng the Finance Bill that 
the late filing of returns will not be 
penalised in the ordinary way and 
direcl.ions will be sent to tile ITOs. 

8hri T. T. Krisbnamachari: I have 
5i8id that We have done that. If there 
are instances where people ar(! being 
harassed because the instructions are 
not followed and if any of these ins-
tances are given to me, I will follow 
it up. We haVe sent the instructions 
to the JncoOme-ta~ Officers. What is 
being done is as a matter cd routine. 
Any assunmces givep h~ a,'~ m~;!l"­
parated BfId it eoes out as letters. I 
have !een assure4 by my officers that 
it has been done. But if hon. Mem-
ber lta.s any in9ta~ in which he feels 
that it is not being followed. I am 
quite prepared to take it up if he will 
give me the information. 

Shrl Yashpal Singh: The State 
Governments are runnine under the 
control of the Central Government. 
He cannot avoid the QuestiOn by 
simply saying that they are indeXM!n-
dent. They are running under theiJ' 
control. 
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Sbri T. T. Kriahnamacllari: No, they 
are not. 

Mr. Speaker: May I put one ques-
·.tion myself? The question is: 

"That the Bill further tc amend 
certain laws relatin, to direct 
taxes, 'be taken into considera-
tion." 

The motion was adopted. 

Mr. Speaker. The House will now 
-take up clause-by-clause consideration 
of the Bill. Clause 2. . Are there 
any amendments to it! 

Sbri Morarka: There are amend-
ments in my r,ame and in the name 
of my hon. friend, Shri Varma,but in 
view of the assurance given by the 
hon. Finance Minister I do not propose 
to move any of them? 

Mr. Speaker: They are not being 
moved. Then, the question is: 

"That clause 2 stand part of the 
Bill." 

The motion was adopted. 

Clause 2 was added to the Bill. 

Mr. Speaker: Is any amendment be-
·ing moved to clause 3? 

Shri ChaDdrabhaD SlDrh (Bilaspur): 
1n view of the assurance given b7 
the hon. Finance Minister I do not 
wish to move my amendment. 

Mr. Speaker: The question is: 

"That claUSe 3 ~tand part of 
the Bill." 

The motion was adopted. 

t:lauBe 3 was added to the BiU. 

Clauses 4 to 9 were added to the Bm. 

Clause 18-(Insertion Of new section 
230A) 

Sbri Bade: Sir, I beg to move: 

(i) Page 4, line 9,-
fur "fifty thousand" substitute--
"one Iakh". 

(jj) Page 4,-

After line 24, ina~ 
"Provided that the Income-tax 

OftI.cer shall ,rant the certificate 
within fifteen days from the date 
of the applicatiOn and if nO eer-
tiftcate is granted and no reply 
is liven within ftfteen days from 
the date of the application it will 
be presWJ1ed that the certificate 
is gnmted." (2) 

Sir, this amendment is to clause 
10. In clause 10, there are some res-
trictions put on registrafion of trans-
fers of immovable property in certain 
cases. My submission here is that 
instead of Rs. 50,000 it should be 
made Rs. 1 lakh and this amendment 
should be made: 

"Provided that the Income-tax 
OftI.cer shaIl grant the certiftcate 
within ftfteen days from the date 
of the application and if no certi-
ftcate is granted and no reply is 
given within ftfteen days from the 
date of the application it will be 
presumed that the certiftcate ill 
granted." 

The hon. Finance Minister has just 
assured now and also he did in the 
·beginning of his speech that he will 
mention the time-limit in the rules. 
But instead of mentioning the time-
limit in the rules, why does he not 
mentiqp it in the Act itself? 

lUI hrit. 
.. [SHRI KHADILKAR in the Chair] 

Sir, I have seen cases under the 
Indian Registration Act where the 
people try to avoid the duties and the 
court fees. Instead of valuin, the 
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property at Rs. IiO lakhs, they make 
Bub-divisions as part I, part 2. part 3 
and so on of the same building and 
value them at Rs. 50,000 and Rs. 30,000 
IUld Rs. 20.000 and like that. They 
avoid the court fees and they avoid 
the registration also. So, my sugges-
tion here is that instead of Ri~ 50,000 
it should be made as. 1 lakh. Then, 
Sir, here they have to obtain the 
clearance certificate from the Income-
Tax Officer. I have seen cases under 
the Wealth Tax Act where whenever 
a certificate is required from the 
Income-Tax Officer that no arrears 
for the last year are pending, they are 
pending for two years Or three years 
or even four years and then there is 
no registration if there is no clearance 
certificate from the Income-Tax Offi-
cer. I think that will be harassment 
and the persons who want to purchase 
the property and the persons who want 
to raise money ·by selling the property 
will suffer by this. So, there should 
be some time-limit fixed, that is. if 
not 15 days. 30 days or it may be 
two months. We know that in the 
Income-tax offices there !Ire heaps of 
cases pending. one thousand to two 
thousand cases. When the man goes 
there. the clerk finds out the file and 
he puts it before the Income-Tax 
Officer and then after 15 or 20 days 
the man again goes to the office and 
comes back. There is a proverb: 

"fftT it iI1f ~ ~ it -eftr, 
i'r.f qm t m, W if I" 

~ qrfig q;..- ~ :;nf~, tlm 
~ir.rr~"m~~it;~ 
if ~ '11~, '11~ ~ 1m it i;f'RIT 
t ~ ~R~ ~ tPr F-rr ~ I ",. 

, ~ ~ ~ ~ ,.,Malffi it; ~ 
if ~T ~ lfi': ~ "Ii 1ro maT t I 

This is the proverb. So, I think, some 
time-limit should be given. Only the 
assurances will not do. Some time-
limit should be fixed so that the per-
sons may know that they will get the 
clearance certificate within the 
month or two months or three 
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months. whatever the time-limIt 
the hon. Finance Minister wants to 
fix. He gave an assurance in the 
beginning and today also he haa given 
an assurance. That means, he realises 
the difficulties. But I do not know 
why he does not accept my amend-
ment-if not 15 days, let it be 30 days. 

Shri T. T. Krisbnamacbarl: Sir, 
I mentioned that the question of 
time-limit will be covered by the rules 
and the rules will come before the 
House. They will be placed on the 
table of the House. So far as the 
raising of the limit is concerned, from 
Rs. 50,000 to as. 1 lakh, he himself 
has mentioned that limit and there 
are various cases where the limit is 
much lower. Having said that, I do 
not think one could ask for the limit 
to be raised. I am unable, therefore, 
to accept the amendment. 

Sbri Bade: What will be the timt· 
limit? 

Shrl T. T. Krislmamachari: We 
will mention it in the rules and we 
will place them on the table of the 
House. 

Mr. Chairman: Now, I shall put 
amendments No. 1 and 2 moved by 
Shri Bade to the vote of the House. 

Amendments No. 1 and 2 were put 
and negatived. 

Mr. Chairman: The question. is: 

''That clause 10 stand Part of the 
Bill." 

The motion was adopted. 

Clause 10 was added to the Bill. 

Mr. ChairmaD: There are no amend-
ments on clauses 11 to 17. 

The question is: 

''That clauses 11 to 17 stand part 
of the Bill." 

The motion was adopted. 
ClaUleB 11 to 17 1IIere a~4 tQ the sm. 
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Balin, 

-ft ri : I beg to m:..v\;. 

"Pa,e 7,-

aftllT' line 311, iunt--

.. (.) Before imPOlIna the ftne the 
Commissioner shall aerve the eOD-
traetors with notice to show cause 
why he should Dot be ftned and 
after hearing him the Commissioner 
will make an order." -

Jr~"contract" means the 
contract u defined in tbe Con-
tract Act 18'12." (3) 

It~~~~it~~t 
fit; ~ ~ I!il 50 ~ ~ 
i ~ m ~ ~ ~ I!il m lfiT;I" 

:fImrt~~~qR~ 
~ wmt ~~ !tiT #\w;r ~ ~ I 
at' ;flmr t ~ ~ ~ fit; q: ~ 
~fit;~~~~Iflif;:r 

~ ~ ~ ifT1f? * ~ lflm: !tiT 
~t l'f'Imr ~ ~ t ffi It ~ m t fit; 
~~~;mITtl~~ 
fit;~~~~mt~~ 
it;~\iffi'IT;:r(ft~~I!il~ 
~ t I til ~ ~ ;mIT ~ fit; ij1f ~ 
~~~~I~~~it; 
~ !rf~~~or(f~~ 
.mr ~ ~ ~ $ll'f ~~ fit;l;rr 
'I1lT t I It ~ j fit; ~ it m lfiTt" 
;fti'lU- !!iT 1q'I"f'fT ~);ft ~ I ~ 
1IiT If( wmvr f.w;r t fit; ~ f.l;m iflT 
nr~~tmnT~it;~~ 
~ §i'IT '1rRfT t ~ ~ ~ ~ ~ 
t fit; q ~ fit; ~ q: RT'f!(f ;:r 
~ 'IN I ~'~f1IIT ~ it; ~ f ~ 
ftf ~ 'I'Rfr t I ~ If'fR ~ it; 

~ ~ ~ W"'ol lfft ~ t I 
It ~ ~ fit; ~ihr ~ ~ 
q WiT fit; '" ~ in"" ,,111 f( 
.t:." ~ ~ ~ ;:r)mr t ~ ifT1f 
~ m ~ ~ -l~ IIWIT 
fA;~tl 

"285A. (1) Where any person 
(hereinafter referred to as the con-
tractor) enters into a contract for 
the construction of a building for, 
or tbe supply of goods or 
services . . .n 

111: ~ ~ ~ija- ~ m iI¥ IfII'lT 
~t'fR~wt~tl III'tt 
~tf.l;~~t,~~tfit; 
~~t8T~~tfit;q 
({'fJIi+{eCi ~ t I ~ it; m it 
~!ORr on it ~ m'$ k;fTw;r ~ 
t~~~~tfit;~ 
~qfurm~~1 ~~~t 
f.I; ~ m ~ l!iUIT ~ t q 
50,000 it; *"~ ~ 25,000, 25,000 
it;u~itm~~~~~~ 
it ~ ljt nrt,'9" ~ lfft ~ ~ 
itcft t I ,,,ifII1!4ij on it !oRr ~ 
~..n- ~~tf.l;m 
,,"$~~~,~~~ 
~ ~ t f';;rift fit; ~ ~ ~ ~ ~ 
~tl l'9"mlt~ifit;~­
~~1IiT~~~~ 
~~~tql'f~~~ 
m~{r~~~ ll'9"mlt 
~ ~ fit; ~ lfft ~ lfft ~ 
"" ij'f'f {r ij'f'f m ~ ~ AT toft t 
m ~ it; • ~ IIi1f ~ IIi1f m 1fi1"f 
;i'\fur IIfim" ri ~ ~ I .at ~ 
'It~qdmm-rt I 



4397 Direct Taze. ASVINA " 1886 (SAKA) 4398 
(Amendment) Bm 

Shrl T. T. KrlshDamaehari: I lUI hn. 
think the hon. Member does not 
,.ealise that before a Commissioner 
p .. :lceeds to levy a fine under this sec-
tion, he wiII certainly have to ascer-
tain the facts to justify the levy of 
the fine. 

The Information is to be furnished by 
the contractor as prescribed by the 
rules and the provision will have to 
be made for various items for which 
Information has to be furnished. 

The facts relating to t!l.oae item~ will 
be within the contractor's know-
ledge. I think, therefore, that there 
is no need for a speCific provision here 
such as the one suggested. 

Then, my hon. friend may probably 
be confusing penalty with fine. If it 
is a fine. then the circumstances are 
different. That is why section 131 of 
the Act does not provide a specific 
appeal such a. the one that is provi-
ded for penalty. However, a provi-
sion could be made in the rules re-
quiring the commissioner to give the 
contractor a reasonable opportunity 
of being heard before levy of a fine. 
In the clrcum~tances, I find myself 
unable to accept the amendment. 

Mr. Cbail'tllan: I shall now put 
amendment No.3 to vote. 

Amendment No.3 was PUt and nega-
tf!1ed. 

Mr. Chairman: The question is: 

''That clause 18 stand part of 
the Bill. 

The motfon was adopted. 

Clause 18 was added to the Bill 

Cl'lusl!5 19, 20 and 1, the Enactfng 
Formula and the Title were added to 

the BIU. 

Shrl T. T. KrIsImamacharl: I beg 
to move: 

''That the Bill be passed". 
Mr. Chairman: The question Is: 

"That ~he Bill be passed". 
The motion Will IIdopted. 

PRESS COUNcn. Bll.L 

The Deputy MInister In the MlDlsb'y 
of information aDd BroadeasUa, (SJu1 
C. B. Pattabhl B.amaD) : I beg to 
move: 

"That this House concurs in the 
recommendation of Rajya Sabha 
that the HOUSe do Join in the Joint 
Committee of the Hou<es on the 
Bill to establish a Press Council for 
the purpose of preserving the Ube-
rty of the Press and of maintain-
ing and imprOving the standards 
of newspapers in India, made in 
the motion adopted by Rajya 
Sabha at its sitting held on the 
15th September, 1964, and commu-
nicated to this HOUSe on the 17th 
September, 1964, and resolves that 
the following 30 Members of Lok 
Sabha be nominated to serve 
on the said Joint Committee, 
namely: Shri Peter Alvares, Shri 
C. K. Bhattacharyya, Shri N. C. 
Chatterjee, Shri Tridib Kumar 
Chaudhuri, Shri Yudhvir Singh 
Chaudhary, Shri C. Das.., Shri L 
ElayaperumaI, Shrl Ansar Bar-
vani. Shri T. D. Kamble, Shri 
Cherian J. Kappen, Sardar Kapur 
Singh, Shri M. K. Kumaran, Shrl 
Nihar Ranjan Laskar, Shri 'Sbhr 
Charan Mat.hur, Shri Mathura 
Prasad Mishra, Shrlmatl Sharda 
Mukeriee, Shri Mohan Nayak, 
Shri Man Sinh P. Patel, . Shri 
Kishen Pattnayak, Shri Shlvram 
Rango Rane. Shrl Sadhu Ram, Shri 
Shram Lal Saraf, Pandlt K. C. 
Sharma. Shri Shashl Ranjan, Shri 
Vidva Charan Shukla, Dr. L. K. 
Sln~hvi, Shri Tula Ram. Shrl S. 
VeerabasRP1'Il, Shri Virbhadra 
Singh, and the Mover.". 

In UJ52, as the House is aware, the 
Government of India appointed a 
high-powered Press Commission to 
enquire Into 'the state of the preas 
and its present and future 11nes of 
development'. TheHowre Is alia aware 
mat this cummbllonwaa . presided 




