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“or the person upon whom the 
powers have been delegated by 
the President”

/ The motion was negatived.

Mr. Deputy-Speaker: The question is:

Page 2,

line 5—

for “seven days” substitute:
'“fifteen days” .

The motion was negatived.
M r. Deputy-fi^eaker; The question is: 

Page 2, 

line 5—

Jor “seven days” substitute :
“fourteen days”

The motion was negatived.

M r. Depoty-Speaker: The question is: 

Page 2, 

line 9—

after “before it” insert “or in the 
Session immediately following” .

The motion was negatived.

Mr. Deputy-Speaker: The question is:

Page 2,

line 9—

after “before it” insert “or the suc
ceeding Session”

The motion was negatived.

Mr. Deputy-Speaker: The question is: 
Page 2—

for lines 11 and 12, substitute:

“Provided that nothing in the 
A ct shall be valid and enforceable 
unless the two Houses of the Par
liament have considered the Act 
under this sub-section.”

The motion was negatived.

Mr. Deputy-Speak^: The question is: 

Page 1,

Hne 17—

omit “whenever he considers it 
practicable to do so” .

The motion was negatived.

Mr. Depoty-Speaker: The question is:

“That clause 3, as amended, 
stand part of the Bill.**

The motion was adopted.
Clause 3, as amended, was added to 

the BUI

Clause 1, the Enacting Formula and the 
Title were added to the BilL 

Shri D atar: I beg to m ove:

“T h a t^ e  Bill, as amended, be 
pass^.”
Mr. Deputy-Speaker: The question

i s :

“That the Bill, as amended, be 
passed.”

The motion was adopted.
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INDIAN INCOME-TAX (AMEND
MENT) BILL

The Minister of Revenue and Civil 
Expenditure (Shri M. C. Shah): I beg
to m ove:

That the Bill further to amend the 
Indian Income-tax Act, 1922, be taken 
into consideration.”

This is a very short and simple mea
sure. The purpose is to remedy the dif
ficulty created by the decision of the 
Supreme Court in a recent case to the 
effect that an order passed by the Cen
tral Board of Revenue and the Comis- 
sioner of Income-tax under section 
5 (7A) transferring the case of an asses- 
see in general terms without reference 
to any particular year and without 
limitation as to the time is beyond the 
competence of those authorities and, 
therefore, invalid.

The difficulty will be appreciated if I 
briefly explain the basis on which the 
jurisdiction for making assessments etc. 
under the Income-tax Act is conferred 
on Income-tax officers. Under section 
5 (2), the Central Government appoints 
Commissioners of Income-tax and they 
exercise their functions in the jurisdic
tions determined by the Central Board of 
Revenue. Section 5 (5) enables the Com
missioner of Income-tax in his turn to 
allocate the work in his charge among 
the income-tax officers dividing the 
work area-wise or income-wise or per
son-wise. It often becomes necessary, in 
the ordinary course of administration of 
the Income-tax department, to transfer 
cases from one income-tax officer to 
another either in the same Commis
sioner’s charge or outside.
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IShri M. C. Shah]
For e?^ample, transfers are made on 

the assessee's own request on grounds 
of convenience. Complicated cases and 
cases of fraud requiring prolonged and 
detailed investigation have to taken 
away from their original jurisdiction 
and allotted to sj^cial officers for that 
purpose. Sometimes, for the sake of 
facility in disposing of assessments, all 
cases belonging to a particular group 
or all cases of persons engaged in a 
particular trade or industry in a locality 
have to be dealt with by the same 
officer and for this purpose also trans
fer of cases becomes necessary. In 
order to provide for such con
tingencies, sub-section (7A) was inserted 
in section 5 in the year 1940. Under 
this provision, the Commissioner of In
come-tax is empowered to transfer a 
case from one officer to another with
in his own charge. And, likewise, the 
Central Board of Revenue is empower
ed to transfer a case from one officer to 
another whether in the same Commis
sioners’ charge or in different Com
missioners’ charges. ^

While due regard is always paid by 
these authorities to the assessee’s con
venience in making these orders of 
transfer, the Government have all along 
been proceeding on the basis that once 
the case of an assessee is transferred 
from one income-tax officer to another, 
there is complete transfer of jurisdic
tion over the case as a whole. 
In short, the latter officer steps 
into the shoes of the former in relation 
to the person whose case is so transfer
red and all assessment and other pro
ceeding under the Act, irrespective of 
the years to which they relate, are to 
be made by the same officer after the 
date of such transfer. In this manner, a 
large number of cases have been trans
ferred from their original jurisdictions 
since 1940. Special circles have been 
brought into existence already, and there 
are certain company circles also. Certain 
difficult and complicated cases have been 
transferred in order to bring to bear 
upon them the specialised experience of 
certain officers.

A  case thus transferred under Section 
5 (7A) was taken to the Supreme Court 
by the assessee, very recently, and the 
Supreme Court came to the decision 
that the word ‘case’ in that sub-section 
referred only to a pending proceeding 
for a particular assessment year 
of that case and, therefore, when
ever there is a general order which 
maJces ad hoc transfer of a case, the

proceedings taken under that order will 
be invalid. So, we have brought forward 
an Explanation to section 5 (7A), to say 
what was meant by Government and 
what was the meaning of that section 
5 (7A). This was made necessary bv 
the judgment of the Supreme Court, 
We have transferred thousands of cases 
to special circles, company circles. And, 
if all those orders are to 1^ held invalid, 
then, there will be a lot of difficulty. 
Many cases have already been disposed 
of and taxes have already been collect
ed and we have also thousands of cases 
pending. When the Supreme Court de
cided against the Government with re
gard to section 5 (1) and 5 (4) of th& 
Income-tax Investigation Commission 
Act, all the cases that were pending 
had to be transferred to a special agen
cy created then. That is a Special Direc
torate of three Senior Commissioners, 
and most of these cases are still pend
ing. Some of them have been decided* 
and taxes have been collected. There 
may be cases belonging to a particular 
group which may have activities in 
several parts of the country, and it 
becomes necessary to group all these 
cases in one charge in order to facilitate 
the disposal of these cases by a special 
officer. So, if we do not amend section 
5 (7A), the result will be that all the as
sessments which were disposed of under 
the powers given by 5(7A) will be held 
to be invalid and enormous amounts will 
have to be refunded and all those pro
ceeding which have still to be disposed 
of will also be held invalid. Therefore, 
we consulted the Attorney-General, and 
as advised by him, we have brought 
forward this amendment. I hope that the 
House will agree to this amendment, 
because it involves revenue to the extent 
of crores of rupees, and, in addition, the 
Members are all very keen to see that 
such cases are investigated very 
thoroughly. Therefore, it requires very 
special knowledge of investigation. We 
cannot expect the ordinary income-tax 
officers to have that special knowledge. 
Therefore, we have created some special 
circles, some company circles. For ex
ample, in Bombay and Calcutta we 
have created a number of company 
circles where all the assessments of 
companies located within those areas can 
be taken over by the company circle offi
cers. If we do not amend the section 
as is proposed, then naturally we can  ̂
not make use of such experienced offi
cers to deal with the complicated and 
intricate cases, involving a revenue, not 
in lakhs of rupees but in crores of rupees 
in some cases. In order to facilitate the
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administrative work of the Income-tax 
Department and at the same time to 
have very deep investigation into these 
cases,— there are very many big cases 
as I already said— this amendment is 
made so as to have retrospective effect. 
Unless that is done, the Government 
will come into unnecessary difficulties 
in matters which have been disposed of, 
in matters where tax has been collect
ed, in matters where orders have been 
passed. Already, thousands of cases are 
with those officers in charge of those 
special circles.

Mr. Deputy-Speaker: Motion moved:

“That the Bill further to amend
the Indian Income-Tax Act, 1922,
be taken into consideration.*’
I now call upon Shri N. C. Chatter- 

jee. The hon. Member was not present 
when I mentioned this before. As the 
time is short, I would request him to 
be very brief.

Shri N. C  Chatterjee (Hooghly): I 
shall be brief, Sir.

I have something to do with those 
cases in the Supreme Court, and I take 
it that the hon. Minister was referring 
to the judgment of Chief Justice Das, 
Justice Vivian Bose, Justice Bhagwati, 
Justice Jagannadhadas, and Justice 
Sinha, delivered on the 20th March this 
year. I do not know whether you had 
the opportunity of reading this judgment. 
A  bidi merchant who was carrying on 
his business in Calcutta in the name of 
Bidi Supply Company had been assessed 
all along in Calcutta by the Income- 
tax Officer there. Suddenly, the Central 
Board of Revenue passed an order 
whereby he transferred his case from 
Calcutta to Ranchi, and that transfer 
was challenged as not proper.

What the Chief Justice said in deli
vering the judgment of the majority 
judges was this, namely, that the order 
of transfer was expressed in general 
terms without any reference to any par
ticular case, that is, assessment year,* 
and without any limitation as to time, 
and that was not contemplated by sub
section (7A) of section 5 and was beyond 
the competence of the Central Board of 
Revenue. Section 5(7A) contemplates 
only the transfer of an assessment case 
for a particular year, actually pending 
before an income-tax officer. Chief Jus
tice Das never said that you cannot 
transfer a case. What he said was that 
you must be very careful so that a ge
neral omnibus order of transfer is not 
involved. For example, the case of a

firm which is carrying on business in 
Delhi should not be transferred to, say, 
Travancore-Cochin as it may work as 
a great hardship to the firm. Therefore, 
he said that the Central Board of Reve
nue should apply its mind to the particu
lar facts of the case, and if it is satis
fied on certain data before it that the 
particular case for a particular year 
should be transferred to another place—  
it may be that a large number of tran
sactions of a Delhi merchant took place 
in Travancore-Cochin and that it is 
necessary to have an investigation— t̂hen 
it could be transferred to a particular 
officCT in Travancore-Cochin. Look at 
section 64 of the Income-tax Act, which 
is the cardinal point, and it says that 
where an assessee carries on business, 
profession or vocation at any place, he 
shall be assessed by the income-tax offi
cer of the area in which the place is 
situated. The Supreme Court has refer
red to the judgment of Beaumont C. J. 
and Kania J, Section 64 is conferring a 
valuable right on a citizen. If you are 
carrying on business in Punjab and car
rying on your profession in Patiala, 
you have got a right to be assessed by 
the income-tax officer of the area in 
which your place of business or pro
fession is situated. In all other cases, 
under section 64(2), an assessee shall be 
assessed by the income-tax officer of the 
area in which he resides. Therefore, the 
Supreme Court has said that that is a 
r i^ t which can be claimed by a citizen. 
I am reading the language of the Chief 
Justice,— the assessee is, therefore, en
titled to the benefit of sub-sections (I) 
and (2) of section 64, and he has the 
right along with the other merchants to 
have his assessment proceedings before 
the income-tax officer of the area in 
which his place of business is situated. 
The Supreme Court goes on to say that 
the order in this case is calculated to in
flict considerable inconvenience and 
harassment to the petitioner. Books of 
account would have to be produced 
hundreds of miles away from Calcutta 
and the principal officers of the firm 
would have to be away from the head 
office to comply with the order of the 
income-tax authorities to whom *he 
transfer is made. Extra expenditure also 
would have to be incurred on railway 
fare; such an order is an illegal order 
as it denies the petitioner equality be
fore the law and it involves an infrac
tion of the fundamental right under 
article 14 of the Constitution.

I would respectfully point out that if 
you had read the judgment carefully you 
would find that the majority judgment
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[Shri N. C. Chattcijec] 
did not say that you cannot at all trans
fer the case, but you should do it un
der certain safeguards. The Conunis- 
sioner of Income-tax or the Central 
Board of Revenue should apply their 
mind to the particular facts of the parti
cular case of a particular assessee, and 
after convincing themselves that that 
case demands a transfer to an officer 
outside that area, they should transfer 
it. The transfer order should not be in 
this general way. Suppose you are carry
ing on business at Calcutta and Punjab, 
and that your case is transferred to 
Calcutta from Punjab. Two years later, 
suppose you stop your business in Cal
cutta because there is no necessity to 
supply goods there, what will happen to 
you ? That is why the Chief Justice has 
pointed out that it would be wrong 
to pass an omnibus order without a 
limitation as to time. How is 
the hon. Minister getting rid of 
this judgment by this kind of amend
ment if he thinks it is a mischievous 
judgment ? I always deprecate the at
tempt of the executive acquiring to 
themselves the power to nullify the 
judgment of the Supreme Court imme
diately the Supreme Court, the highest 
tribunal of the country, passes an order 
declaring illegal any statute or rule. 
Justice Bose has declared that the sec
tion itself is illegal, but the other Judg
es have held that even if the section is 
valid, article 14 of the Constitution can 
be invoked for discriminatory applica
tion of a valid statute. If a statute is on 
the face of it illegal or discriminatory, it 
can be struck off. If it is on the face 
of it not discriminatory, but if the offi
cer in the application of the statute 
makes a discrimination, that is also ille
gal. So long as section 64 is there, that 
gives some kind of a fundamental right 
to the assessee to be taxed locally, have 
his books of account locally examined, 
etc., and I think it would not 
be right to completely nullify 
the iudgment in that process. 
Even if this judgment is accepted, I ask 
hon. Members to consider this point. 
Even if this explanation is there, would 
you nullify in any case article 14 of 
the Constitution ? Would it not be still 
open to the assessee to go to court if 
this judgment is not respected ? If the 
Central Board of Revenue should as
sume executive power by executive fiat 
to send any firm or group of firms 
from one area to another, say, from 
Delhi to Travancore-Cochin or Madras, 
cannot one say that there is discrimina
tion in this? You are doing something

repugnant to the Constitution, which is 
not right. I would, therefore, say that 
you must give a clear assurance to the 
House that the spirit of the judgment 
will be respected, that you shall not use 
this power unless the assessee wants 
such a transfer nobody grudges that but 
you should not give this power with
out any restrictions, without laying any 
standards, without laying any safeguards 
to the executive; otherwise it will act as 
it likes, in an unrestricted, unregulated 
way, without any reference to the as
sessee, without any reference to our 
representation, without any notice to him 
of the transfer of his case to a place 
which is hundreds of miles away from 
his place of business. I am not one of 
those who want to help any tax-evader. 
I want that all our tax should be rea
lised in an independent India. It is the 
duty of the citizens to co-operate with 
the revenue authorities but we should 
do it in a fair, just and proper manner. 
So long as section 64 is there, how can 
you say that the judgment is improper ? 
Therefore, I submit that this wiU not 
really meet the situation.
3 P.M.

I may also submit that the spirit of 
this judgment should be accepted and 
respected by the Government and there 
should be a definite assurance given by 
the authorities and the hon. Minister 
that before it is done, notice should be 
pven to the assessee and his representa
tion should be heard.

[ r . peak er  in the Chair]
Shri Tek Chand (Ambala Simla); I 

feel that the amendment before the 
House is rather unhappy and it deserves 
closer and deeper scrutiny. The judg
ment of the Supreme Court is, if I may 
say so, in certain respects ve^  monu
mental and very weighty considerations 
Drevailed with their Lordships of the 
Supreme Court. In this connection, this 
judgment, even on the-Assumption that 
the amendment were to be made into 
law, so far as the weight attached to 
the dicta is concerned, can in no way 

•be diluted. I particularly wish to invite 
the attention of the Minister to that pas
sage from the judgment of Mr. Justice 
Vivian Bose where His Lordship ex
pressed himself in this manner with res
pect to this particular section :

“In my opinion, section 5 (7) (a) 
and 64 (5) (b) of the Indian In
come-tax are themselves ultra vires 
article 14 of the Constitution.”
It is not merely the order of the 

Central Board of Revenue. That is to
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say, these sections themselves are ultra 
vires. The reasons are given a few 
pages ahead and I wish to present that 
reason to the hon. Minister with all my 
earnestness.

“What is the position here? 
There is no hearing, no reasons 
are recorded: just peremptory ord
ers transferring the case from one 
place to another without any warn
in g ; and the power given by the 
A ct is to transfer from one end of 
India to the other; nor is that pow
er unused. We have before us in 
this Court a case pending in which 
a transfer has been ordered from 
Calcutta in West Bengal to Ambala 
in the Punjab.”
Then His Lordship proceeds :

“After all, for whose benefit was 
the Constitution enacted ? What 
’was the point of making all this 
bother about fundamental rights ? I 
am clear that the Constitution is 
not for the exclusive benefit of gov
ernments and States; it is not only 
for lawyers and politicians and oflS- 
cials and those highly placed. It 
also exists for the common man, 
for the poor and the humble, for 
those who have business at stake, 
for the butcher, the baker and the 
candlestick maker. It lays down for 
this land a rule of law as under
stood in the free democracies of 
ihe world. It constitutes India into 
a sovereign Democratic Republic 
and guarantees in every page rights 
and freedom to the individual side 
by side and consistent with the 
overriding power of the State to act 
for the common good of all.”
This is the dicta that should have 

1)ecn accepted and amendments should 
have been made in section 5 (7) (a) in 
the light of these comments.

So far as these observations are con
cerned, they are there. But an attempt 
“has been made— I feel, an unhappy and 
feeble one at that— in order to tighten 
and almost nullify this. What was the 
judgment in this case ? The retro-acti- 
vity or the retrospectivity has received 
the just censure from all High Courts, 
except in rare cases. But what do you 
do in this amendment 7 Not oiJy do 
you give recognition to the principle of 
retrospectivity but you do something 
further. You say that the word ‘case’ 
includes all proceedings under this Act 
-which may be commenced after the date 
of the transfer in respect of any year. 
T o  my mind, this is incomprehensible.

The explanation is to section 5 (7) (a) 
and that section refers to the powers of 
the Commissioner and the Central Board 
of Revenue for the purpose of transfer
ring any case. That contemplates that 
there is a pending case which is sought 
to be transferred from one income-tax 
officer to another. You are, however, 
adding an explanation and say that the 
word ‘case’ includes all proceedings 
under this Act which may be commenc
ed after the date of the transfer in res
pect of any year. That, to my mind, is 
a contradiction in terms, p iis  section 
deals with transfer proceedings of ex
isting case that is being transferred to 
another tribunal. That is understandable. 
But, you are putting an explanation 
wherein you say that this ‘case’ includes 
commencement of proceedings in the 
transferred tribunal. The very words 
‘commencement of proceedings’ mean 
they began for the first time and when 
they began for the first time the ques
tion of transfer did not arise. Sô  the 
moment you are elaborating and includ
ing in your explanation a definition 
which includes proceedings subsequent 
to the transfer, it becomes a little con
tradictory. One could have understood 
the pending proceedings to whichever 
they may relate, being transferred to an
other tribunal. But you cannot include 
those proceedings which are not yet 
comn^enced in the transferring court. 
They go on to the transferree court and 
they commence there.

If closer attention is paid I have no 
doubt that the defects as I have humbly 
indicated will bear conviction with the 
hon. Minister. Then, you use the ex
pression ‘case’ in relation to ‘any per
son’. Why should you use the expres
sion ‘person’ ? There is the term ‘asses- 
see’. You are transferring the case of 
an assessee. The term ‘assessee’ has got 
a statutory definition. It would be very 
desirable if, in the explanation, the word 
‘assessee’ were used rather than ‘person* 
because in most of these proceedings, 
or ahnost all of them, the party to the 
litigation is the assessee on the one side 
and the income-tax department on the 
other. Therefore, bringing in the word 
‘person’ to my mind will be less pre
cise.

But, on the reasons which happen to 
be the basis of the Judgment in the 
Bidi case, I wish that amendment were 
real and respect were paid not only to 
the language but also to the spirit of 
the Tudgment. maintaining and uphold
ing the constitutional rights of the citi
zens.
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Pandit Hudmr Das Bhargava: So far
as this Bill is concerned, when I first 
studied it I thought it was a very ordi
nary measure and deserved our support, 
because, as a matter of fact, when cases 
are transferred from one income-tax offi
cer to another, it is generally on the 
application of the assessee. If the asses- 
see thinks that he will not get justice 
from an income-tax officer or any other 
high officer, then he goes to the highest 
authority and gets his case transferred. 
So far so good. In the case of an as
sessee, if one case is transferred from 
one officer or some higher officer, I 
should think that all cases should be 
transferred because an application is 
made on the basis that he has got an 
apprehension that he will not get justice. 
So, ordinarily, in the case of an as
sessee this would work well and for his 
benefit.

But, I find that, as a matter of fact, 
the line taken in this reported case is 
absolutely different. As you know. Sir, 
and the entire House knows, in the 
Civil Procedure Code, a suit can be 
brought against a defendant if he re
sides in a particular place, carries on 
business there, if contact is made there 
and cause of action wholly or partly 
arises there. In this case, the compara
tive section 64 says that the assessee 
shall be assessed in the place where he 
ordinarily resides or has his business. 
That means in the interests of the asses
see the law has made a sort of a provi
sion in his favour that jurisdiction will 
be exercised by those officers only in 
whose jurisdiction he resides. So if he 
lives in Punjab, his case is not transferred 
to any other place like Bihar or Cal
cutta. In such cases, it should be the 
right of the assessee, according to section 
64, to insist that his case should be de
cided in his place. But what do we find 
here? On the contrary, powers are given 
to the highest income-tax officer to trans
fer cases. I can understand that in some 
special cases, about which my friend 
the hon. Minister has spoken, in which 
crores and crores are involved, which 
has got many ramifications where a firm 
is there which has got 20 branches. In 
such cases it is better that the cases are 
decided by those big tribunals etc. But 
so far as ordinary income-tax assessees 
are concerned, they will be harassed for 
all time, if for any reason except their 
own complaint their cases are transfer
red from one place to another.

I am rather surprised to hear from 
the hon. Minister that when once a 
case is transferred for all time the

jurisdiction is transferred. I can never 
think of a rule like this. He has just 
been pleased, to say that as soon as the 
case is transferred, even on the applica
tion of the assessee— suppose I am not 
satisfied with my income-tax officer and 
I get transferred my particular case—  
then for all times the jurisdiction is 
transferred and future cases in respect 
of that assessee wiU be decided in ano
ther place. That means section 64 will 
be abrogated. To my mind this is not 
fair.

As a matter of fact, I should think 
that the difficulty can be got over very 
easily. So far as CSR is concerned, they 
can pass orders in all pending cases. 
Section 5 (7) is there. Instead of passing 
orders in one case they can pass orders 
in all the pending cases and thus the 
difficulty will be overcome. But, at the 
same time this right of the assessee to 
be assessed in a particular place, accord^ 
ing to section 64 should be there. Just 
look at the Civil Procedure Code. You 
are taking away the rights of all defen
dants in this manner. Supposing you 
bring an innovation in the Civil Proce
dure Code that all cases will be decided 
at any place where the hon. Minister 
wants them^to be decided, nobody will 
agree to that. This is a case going into 
the root of the matter. My hon. friend 
Shri Tek Chand has just read out the 
judgment of the Supreme Court by Jus
tice Bose. We find that this involves 
a question of great principle. It is not a 
question of section 14 only from which 
some extracts have been just read out. 
It is a very important question. Suppos
ing there are 20 persons whose cases can 
be decided in Hissar, why should 19 of 
them be taken to Ambala, Jodhpur or 
any other place ? This is a question o f  
principle. I should think that this prac
tically means that we are abrogating 
section 64. I am not in favour of ab
rogating this section at all. This gives a 
sort of right to every citizen that his 
case should be decided by a court hav
ing jurisdiction. I am soiry. Sir, I can
not support this Bill in this way. I 
should say, the hon. Minister should 
think twice before taking away this 
very cherished right of every citizen by 
this simple looking Bill.

Shri M. C. Shah; Mr. Speaker, Sir,, 
there is some misapprehension in the 
minds of some of the Members. It is not 
the intention of the Central Govt, to 
transfer all those cases which are to be 
assessed at the place of residence or at 
the place where the business is carried 
on. I have already indicated that wher
ever the transferee’s convenience is
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concerned, that will be taken into ac
count &st. But, there are certain very 
complicated cases and where the busi
ness activities are spread all over the 
country by one group in various names. 
Then it becomes necessary to transfer 
all the cases of that group at a parti
cular place. Therefore, whenever there 
b a complicated case, the Central Board 
of Revenue applies its mind as to whe
ther it will be in the interest of the. reve
nues to entrust that case to an officer 
who has great experience in hand
ling such cases. For example, as I in
dicated while introducing the Bill, the 
Supreme Court held ultra vires section 
5 (1) of the Income-tax Investigation 
Commission Act. Then they held ultra 
vires section 5 (4) of the Income-tax. In
vestigation Commission Act. There were 
about 1,200 cases pending disposal. 
Some of the cases were already disposed 
of and even moneys were collected but 
still all those cases which were disposed 
of by the Income-tax Investigation Com
mission after the 26th January, 1950, 
were held to be invalid. Therefore, we 
had to have this 34 (1) A  mserted in 
the Income-tax Amending Bill and that 
was agreed to by both the Houses of 
Parliament, All those cases have been 
transferrea to a special directorate con
sisting of three senior Income-tax Com
missioners. What do we do with all 
those cases ? If we accept the judgment 
as it stands, that means all those orders 
will be held to be invalid. So, those 
cases which have been disposed of even 
after the amendment of the Income-tax 
Act by inserting 34(1). A  all those ord
ers will be held invalid because those 
cases relate not only to one year but 
to a number of years and there are se
veral proceedings pending in respect of 
them. There are very many groups, very 
big business people having their business 
activities not only in Bombay, Calcutta, 
Madras and Kanpur, but in various 
other places in the country. They are 
all interdependent and inter-linked. At 
the same time those cases require spe
cial consideration by the income-tax 
officers who have to go very deep and 
find out where evasion has occurred, 
whether the income-tax returns are 
correct and so on. As a matter of fact, 
the House is very much concerned with 
regard to the evasion of income-tax. It 
has been stated that evasion to the ex
tent of crores and crores of rupees has 
been there. In order to find out all this 
concealed income we have to entrust 
all those cases to those officers who have 
got special knowledge of probing into 
the details of those cases. Therefore, it

becomes necessary for the Central 
Board of Revenue to transfer those cases 
to certain special circles we have creat* 
ed.

We have created special circles in 
Bombay and in Calcutta and also in 
other important places in the country 
where business activities are being car
ried on. Therefore, it becomes abso
lutely necessary for the Government, for 
the convenience of administration of 
the Income-tax Department, to transfer 
all those cases to certain places. In 
view of all this, this explanation should 
be there as contained in the Bill.

Then again, special knowledge is re
quired to go into the accounts of com
panies and find out whether there has 
been evasion of incoine-tax, whether the 
returns have been filed correctly by thr 
companies and whether there are other 
items which can be found out to repre
sent income. Therefore, we had to form 
company circles. This process goes, on 
since the year 1940. An amendment 
was made in the year 1940 empowering* 
the Central Board of Revenue to trans
fer such Complicated cases to certain 
special circles which were then opened. 
Thereafter also we have had a Direc
torate of Inspection tnd Investigation. 
There also we have certain circles. 
Whenever we find that there is a huge' 
sum of evasion of tax or concealed in
come, we always entrust that case to 
that special directorate.

Therefore, it becomes absolutely ne
cessary to have these powers under (7A> 
but the judgment says, they can just 
have it for a particular assessment year. 
We know that in such cases it takes 
years and years. Before we finalise the* 
assessment for one year, some two, 
three or four years pass because from 
our experience we find that these per
sons or companies file their returns al
ways when they are near being time- 
barred. One after the other, they are 
just dodging in order to lengthen the 
proceedings, and therefore from 1940, 
it has been found necessary that all such 
special circles should be there, and all 
such important and coipplicated cases 
should be sent to those circles where we 
have got very, very experienced offi
cers who can give deep and careful 
consideration on these matters and find 
out the evaded incomes.

Shri Tek Chand has referred to a 
minority judgment of Justice Vivian 
Bose.

Shri Tek Chand: It was not a mino
rity judgment. It was a separate judg
ment.
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Shri M. C  Shah: All right. It was a 
separate judgment. There is no contra
diction in terms. Once a case of such 
a nature is transferred, then naturally 
all those proceedings coming thereafter 
must be dealt with by that officer to 
'Whom that case has been transferred. 
My friend Pandit Thakur Das Bharga> 
va need not have any apprehension with 
regard to the ordinary income-tax pay
ers. It is not a pleasure for the Com
missioners of Income-tax and the Cen
tral Board of Revenue to transfer ordi
nary cases in their charg^ It is only 
when the cases are complicated, when 
it is found that a case requires a very 
thorough investigation and should be 
gone through deeply, such case or cases 
are transferred to those special circles. 
Therefore, it has become necessary to 
amend this law because of the judgment 
of the Supreme Court where they have 
said that the transfer refers only to the 
particular assessment year. Hence, we 
have used the word ‘proceedings* very 
advisedly. Also the word ‘person’ has 
been used, because there are various as- 
sessees and groups. So, in the interests 
of the public, it is most important that 
we should amend the Act as we have 
suggested. I hope that the House wiH 
agree to this amendment and adopt the 
motion for consideration of the Bill. 

Mir. Speaker: The question is :
“That the Bill further to amend 

the Indian Income-tax Act, 1922, 
be taken into consideration.”

The motion was adopted.

'Clauses 1 and 2, the Enacting Formula 
and the Title were added to the Bill.

Shri M. C. Shah: I beg to move ;

“That the Bill be passed” .

Mr. Speaker : The question is :

“That the Bill be passed” .

The motion was adopted.

STRIKE SITUATION IN 
KHARAGPUR 

Mr. Speaker: The House wiU now
proceed with the discussion re strike 

situation in Kharagpur, which has been 
given notice of under rule 212 by Shri 
Feroze Gandhi. First the Minister.

The Minister of Railways and Tran
sport (Shri L. B. Shastri): In the state
ment made by me on the 23rd May, 
1956, I had stated that a stay>in-strike

m the Kharagpur workshops started on
8-5-1956 and no reason had been given 
by the workers for going on strike either 
before or immediately after the stop
page of work nor was any notice 
sensed by them on the administration.

The stay-in-strike in the Kharagpur 
workshops subsequently spread to elec
tric shops, general stores, signal shops 
and the locoshed. At the worst phase 
of the strike the total number of men 
working in the workshops, general stores 
and electric shops declined to about 476 
out of a normal attendance of 12,000.

It was alleged that the strike was in 
sympathy with the stay-in-strike of 
brush-hand painters of the same work
shop which had been going on since 1st 
March, 1956. These brush-hand painters 
numbering about 100 had commenced 
their strike without notice, the demand 
being that their work of marking rolling 
stock with stencils should be consider
ed as a ‘skilled work’. This demand was 
unwarranted and could not be agreed 
to.

From the very beginning of this strike 
the workers who wanted to attend to 
the work had been subjected to inti
midation, molestation and assault by 
the strikers in spite of whatever police 
protection could be afforded. There had 
been a large number of cases of assault 
involving injuries ranging from minor 
ones to serious ones, including 5 frac
tures and one case of stabbing of a 
worker. The total number of cases 
recorded between 11th MMy and 27th 
May were 87. Not only the workers who 
wanted to work were attacked with 
lathis, stones and brickbats resulting in 
serious injuries and an Assistant Com
mandant of West Bengal Armed Police 
Force also received serious injuries along 
with 10 other police staff, but even the 
families of the loyal workers, while their 
men-folk had gone to work, were threat
ened and intimidated by the strikers, so 
much so tha* one day workers had to 
leave their work and were allowed to 
go back to look after their families.

As the attendance of workers in the 
Workshops increased from 729 on 23rd 
May to 3,362 on the 25th May, the 
strikers resorted to more violent methods 
by picketing and intimidation, and in 
order to keep themselves in the back
ground, crowds of women and children 
helped by other rowdy elements, assem
bled outside time office pate on 26th 
morning and started peltmg stones at 
the loyal workers trying to enter the




