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Mr. Speaker: The question is: 

"That leave be granted to intro-
duce a Bill to amend the Coa 1 
Mines (Conservation and Sa-t:ety) 
Act, 1952". 

The motion was adopted. 

Sardar Swaran Singh: I introducet 
the Bill. 

ORISSA APPROPRIATION (No.2) 
BILL 

~ Deputy Minister of Finance 
(Shri B. R. Dhagat) On behalf of 
Shri Morarji Desai, I beg to move: 

"That the Bill to authorise pay-
ment and appropriation of 
certain sums from and out of the 
Consolidated Fund of the State of 
Orissa for the financial year 
1961-62, be taken into considera-
tion". 

Mr. Speaker: The question is: 

"That the Bill to authorise pay-
ment and appropriation of certain 
sums from and out of the Conso-
lidated Fund of the State of Orissa 
for the financial year 1961-62. be 
taken into consideration". 

The motion was adopted. 

Mr. Speaker: The question is: 

"That clauses 1 to 3, the Sche-
dule, the Enacting Formula and 
the Title stand part of the Bill". 

The motion was adopted. 

Clauses 1 to 3, the Schedule, the Enact-
ing Formula and the Title were 
added to the Bill. 

Shri D. R. Dhagat: I beg to 
move: 

"That the Bill be passed". 

Mr. Speaker: The question is: 

"That the Bill be passed". 

The motion .~ adopted. 
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INCOME-TAX BILL-contd. 

Mr. Speaker: The HOUse will now 
resume further consideration of the 
following motion moved by Shri 
Morarji Desai on the 27th April 1961. 
namely:-

"That the Bill to consolidate and 
amend the law relating to in-
come-tax and super-tax be refer·· 
red to a Select Committee consist-
ing of 30 members, namely, Shri 
K. R. Achar, Shri P. Subbiah 
Ambalam, Shri Amjad Ali, Shri 
Premji R. Assar. Shri Bahadur 
Singh, Shri Prafulla Chandra 
Borooah, Shri D. R. Chavan, Shri 
Shree Narayan Das, Shri Mul-
chand Dube, Shri M. L. Dwivedi. 
Shri D. A. Katti, Shri P. Kunhan. 
Shri Bhausaheb Raosaheb Maha-
gaonk:u, Shri ~  Maniyanga-
dan, Shri M. R. Masani, Shri T. C. 
N. Menon, Shri Radheshy,lm 
Ramkumar Morarka, Shri Naren-
drabhai Nathwani, Shri C. D. 
Pande, Shri Naval Prabhakar·, Shri 
Ram Shanker LaI, Shri Shiv ram 
Rango Rane Shr: Jaganatha Rao, 
Shri K. V. 'Ramakrishna Reddy. 
Shri Asoke K. Sen, Shri Laisram 
Achaw Singh, Dr. Ram Subhag 
Singh, Shrimati Tarkeshwari 
Sinha, Shri Radhelal Vyas, and 
Shri M-rarji Desai with instruc-
t ons to report by the last day of 
the first week of the next c .~i .  

Sbri N. R. MUDiswamy (Vellore): 
May I raise a point of order, Sir, 
with regard to the motion moved by 
the hon. Minister of Finance yester-
day referring the Bill to a Select 
Committee consisting of 30 Members? 
The form given in the Order Paper 
was for reference to a committee 
consisting of 20 Members. But what 
the hon. Minister exactly did was to 
refer it to a Select Committee con-
sisting of 30 Members. The number 
was increased and it was not brought 
to the notice of the House. He may 
have reasons fOr raising the number 
by 10 more; there may be experts on 

tlntroduced with the recommendation of the President. 
·Moved with the recommendation of the President. 



14399 Income-tax VAISAKHA 8, 1883 (SAKA) BHZ 14400 

income-tax law. But, still, he must 
bring it to our notice and the House 
must be aware of it. I do not want 
to visualise the reasons. The num-
ber might be very small. But with-
out bringing it to the notice of the 
House and assigning reasons for it he 
should not have done it without any-
body's knowledge. 

Mr. Speaker: Whatever might have 
been there in the original motion, 
at the time of making the motion he 
could easily say that it is not 20 and 
that he would like to make it 30. 
Evidently, the hon. Member says 
that he has not made such a state-
ment. 

The Deputy Minister of Finance 
(Shri B. R. Bhagat): Sir, he made a 
motion for reference to a Select Com-
mittee consisting of 30 Members. 

Mr. Speaker: He could easily have 
said that in the original motion he 
wanted to have 20 Members but that 
now he had made it 30. I can allow 
motions to be made correcting the 
original motion, if necessary. If the 
correction is of a substantial nature, 
the hon. Members can say that they 
were taken by surprise. Then I 
would consider whether it is c ~ r  
to give some more time. But so far as 
the amendment of 20 to 30 is con-
cerned, I do not think the business 
of the House should be interrupted. 
It does not make much difference. 

Was any hon. Member is posses-
sion of the House? 

Shri C. K. Bhattacharya (West 
Dinajpur): Mr. Speaker, Sir, I have 
given notice of an amendment to the 
motion of the hon. Finance Minister 
for reference of this Bill to the Select 
Committee. The amendment is this: 

The following be added at the end: 

"And also to consider and re-
port on the provisions contained 
in the Indian Income-tax 
(Amendment) Bill 1961, by Shri 
C. K. Bhattacharya, M.P." 

This is my amendment. 

Shri v.. P. Nayar (Quilon): Who is 
this Bhattacharya? 

Mr. Speaker: It is himself. 

Has the hon. Member'S Bill been 
introduced? 

Shri C. K. Bhattacharya: It has 
been introduced and it has received 
the sanction of the President also. 
In moving my amendment, I sub-
mit that there is a precedent for 
accepting such an amendment. If I 
remember aright, in 1954, when Dr. 
Katju was moving for the reference 
of the Criminal Law (Amendment) 
Bill to a Select Committee, there was 
a Bill by Shri Ramaswamy, who is 
now a Minister, pending for consi-
deration of the House, and the House 
allowed both the Bills to be referred 
to the Select Committee together for 
the same purpose. 

I hope you will kindly allow tile to 
move this amendment so that my Bill 
which also deals with a very impor-
tant matter, amendment of section 2, 
may be referred to the same Select 
Committee. The sections WhiCb I 
propose to .... 

Mr. Sp!'aker: He need not go into 
details. The point is whether I should 
allow this amendment or not. 

Shri C. K. Bhatbcharya: .. That is 
for your consideration, Sir. 

Mr. Speaker: Does the hon. Min-
ister want to say anything? The hon. 
Member has introduced his Bill to 
amend the Income-tax Act. He hal 
obtained the sanction of the President 
also. That Bill will come up some 
other day. When is it coming! 

Shri C. K. Bhattacharya: It may be 
be coming on the 5th May. 

Shri Nanyanankutty MenOn (Muk-
andapuram): May I poirlt out 
this, Sir? The motion was moved by 
the hon. Minister yesterday. The 
hon. Member might have moved an 
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amendment yesterday. He might 
have given notice of it. Noblldy 
knows what his amendment is. 

Mr. Speaker: Apart from the ques-
tion of surprise, all that the hon. 
Member wants is that when this Bill 
goes to the Select Committee the 
Select Committee may take into con-
sideration the provisions of his Bill 
l~.). But the instance he quoted, 
Shri Ramaswamy's Bill, is net in 
point for this reason. Shri Rama-
swamy's Bill was already referred 
to the same Select Committee. So, 
when this Bill comes for considera-
tion he may move that the Bill may 
be referred to the same Select Cl)m-
mittee so that they may have both 
the Bills before them for conside!"a-
tion and they may come to a con· 
elusion. We cannot allow an .. mend-
ment on some other Bill which ha9 
been introduced. Whether the House 
accepts it for consideration or not 
is still in doubt. We cannot go into 
that 'Bill now. If he had given an 
amendment already. that is a dif-
ferent matter. He has not done se. 
The only procedure which 1 can 
think of now is this. We cannot 
take the hon. Members bv surpl·lse. 
When the han. Member's Bill co'.ne!l 
up for consideration he may move 
that it may be referred to the 
same Select Committee. 

Dr. M. S. Aney (Nagpur): The 
motion may come up en the 5th for 
ronsideration, but it may not be re-
ached at all. 

Mr. Speaker: I cannot help it. 

Dr. M. S. Aney: That is another 
difficulty. 

Shri C. K. Bhattacharya: Unless I 
get priority, my motion, though in 
the list, may not come up for con-
sideration. 

Shrl Tyagl (Dehra Dun): The hon. 
Member's Bill is only an amending 
Bill. Now, since the whole of the 
Income-tax Act is being rewrItten, 

all the clauses are ~  for amend-
ment in this House. So, whatever 
his Bill may be, it can come in the 
shape of amendments to this main 
Income-tax Bill. Therefore, he would 
be better advised to forward his sUI-
gestions to the Select Committee to 
be considered, whether they would 
accept them there. Or, when the 
Bill is considered here finally after 
the report of the Select Committee 
he may move his amendments to the 
respective clauses of the Bill. 

Mr. Speaker: That is always open 
to a Member. 

Shri Naushir Bharucha (East 
Khandesh): This amendment should 
not be permitted because when a 
Bill is referred to a Select Committee 
this House is presumed to have ac-
cepted in fact the basic principles. 
The House ·has not had the oppor-
tunity of discussing the basic prin-
ciples underlying the BIll of my hon. 
friend. There may be conflicting 
principles in these two Bills H:ld that 
might create complications. 

Secondly, as you rightly observed. 
just because on one occasion a pro-
posal of that type was allowed, thb 
should not be done now. We are 
not aware of the circumstances under 
which it was done before. Probably, 
the Government approved the prin-
ciples underlying the Bill of Shri 
Ramaswamy also. Therp.fore, it 
should not be done in the present 
case. 

Mr. Speaker: I am not allowing 
the amendment. If the hon. Mem-
ber thinks that his Bill must have 
priorityf, he can move the House_ 
Certainly, the House may consider 
it favourably because a similar Bill 
is here. Or, if that is not carried. 
as Shri Tyagi has suggested, it ia 
always open to any hon. Member to 
send suggestions to the Select Com-
mittee. I am not allowing this 
amendment. 

noes any hon. Member want to 
speak? Shri Heda. 
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Shri Naushir Bharucha: What is 
the time allotted, Sir? 

Mr. Speaker: The time allotted 
is 6 hours and the time taken already 
is 1 hour and 15 minutes. There are 
4 hours and 45 minutes left. We will 
carryon till 2.30; thereafter It will 
stand over for the next day. 

Shri Heda. 

Shri Reda (Nizamabad): Mr. 
Speaker, Si.r, I w'Cluld start my speech 
by referring to the very first sentence 
of the Law Comnrission's Report. It 
runs like this: 

"There is hardly any Act :in 
the Indian Sta,tute Book which 
is so complicated, so illogical in 
its arrangement and in some 
places so obscure as the Indian 
Income-tax Act of 1922." 

Therefore, this comprehensive Bill 
was overdue; and I am glad that such 
a Bill has 'been introduced. This 
covers practically all the points so far 
raised. 

The Finance Minister, in his speech 
i ~ l  when he was analysing the 
objects of the Bill, referred to three 
factors. I would take the last factor 
and deal with it in the short span of 
time. The third category he mention-
ed was those which are designed to 
deal with the situation created by 
avoidance and evasion. He has used 
both the words. I am quite sure 
that he does not imply that both the 
words have the same meaning. There 
is a legal difference, betwen avoidance 
and evasion; and it has ,been accepted 
that avoidance is legal while evasion 
it illegal. Avoidance is taking place 
but that is not a legal offence; it 18 
rather evasion. 

If we look at the people who evade 
the taxes and try to study their 
psychology, I myself feel that we can 
better divide these evaders into three 
categories. One category of people are 
those who evade the tax because they 
enjoy evading taxes and they are in-

corrigible. They have made a pro-
fession of it and they try to evade 
payment of tax by every means by 
which they can evade the tax; when-
ever they do it and whenever they 
are successful, they enjoy the fun of 
it. The 'Others are those people who 
are willy-nilly pU3hed into this cate-
gory of evading the tax; many times 
they are being pushed into this cate-
gory out of necessity. The third cate-
gory is thOSe who are persuaded to 
. join this category; rather they are 
lulled to evade the taxes. What hap-
pens is this. 

If We look at the legal profession, a 
very large section of people are cal-
led income-tax practitioners. This is 
a lucrative job. In the old days civil 
practiCe was very lucratiVe that is in 
the days of Motilal Nehru, Tej Baha-
dur Sapru and others. But these days 
the income-tax practice has become 
very lucrative. People do not under-
stand the procedure because it is cum-
bersome and complicated. So, people 
have to go to these income-tax prac-
titioners. In the beginning they get 
the right advice. But slowly the idea 
gets into their head and when they 
have to pay gO much extra money to 
the legal assistance, they feel; if 
we can avoid some tax, why not 
d() it ? They spend an extra sum 
of Rs. 1,000 or Rs. 2,000 or B.s. 10,000 
a year and this very contact with the 
legal man or practising man lulls them 
into evading the tax and therefore, the 
situation that we have created is such 
that there is no other go but that 
there will be constant fight and clash 
of interests between the income-tax 
!payers and the Government. The 
income-tax payers are guided and are 
helped by a big cateeory of people, 
that is, these inCOlJle4ax practitioners 
legal illuminaries. The Government is 
bringing forward amendments to thE' 
Income-tax Act. So many amend-
ments had been there, and thereby 
confusion is created. We are not 
certain that even after the passing of 
this comprehensiVe Bill, there will 
be no amendments coming forward 
every year or there may not be even 
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more than one amendment every 
year. Therefore, what is nece;;sary is 
this. There should be in the income-
tax department itself a section which 
would help a man to assess his in-
come properly, to fill the form pro-
perly and to pay the tax due. If there 
is a division Or department of this, 
like that-you may call it personal 
affairs contact or giving information-
whereby anybody who is to pay the 
income-tax can come to this depart-
ment and get proper assistance from 
there and also help in filling the form, 
he will haVe no need to go to these 
legal practitioners. 

The other day when We were di;;-
cussing Hie previous Bill-Advocates 
Bill-the hon. Law Minister referred 
to a wonderful scheme of legal aid 
which he had in his mind. Here I 
think legal aid, not by the lawyers 
but legal aid by the department it-
self, is very much necessary. The 
department has to change its attitude. 
Today the attitude of the department 
is: I am here only to punish you. 
This type of attitude is there and there 
is no attempt to help and assist, to 
come to rescue and solve t'he problems. 
This attitude is no good. The attitude 
should be, expressed in terms which 
had become popular, one like this: 
may I help you? This tYPe of attitude 
is very much necessary. Anybody 
should be able to approach this 
section of the income-tax depart-
ment and state his facts with the 
necessary documents and get the ne-
cessary help whenever he has any 
problem. Otherwise, as stated earli'er, 
he will have togo to the legal practi-
tioner. When he goes there, another 
circUs starts. If you look at the 
social conditions in the USA or Eng-
land or West Germany, you wiD find 
that tax evasion has become a very 
honourable thing; nobody is ashamed 
of it. Nobody is as-harned of saying 
that he tried it and that he was suc-
cessful or not successful. There, the 
avoidance of taxation has become 
quite an honourable thing. Conditions 
are so developing that the same thing 
Is happening here. Generally, it is 

those people who are paying an in-
come-tax of Rs. 10,000 or more, who 
are in close association with such 
people in the We3t. Therefore, tax 
evasion is increasing year afLer year. 
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Government should in its own in-
terest consider these problems. Here 
is a simple class of people who would 
like to devote all their attention and 
all their energy to greater production 
and earning more money and not 
thinking or contemplating measure.; by 
which they can evade taxes. The 
department should try to help these 
people and keep them as simple-
minded as they would like to be. 

Many times we have come across 
some people who say: what can we 
do? If we were to show our correct 
situation, then the objection comes 
unnecessarily: we are harassf'd and 
we have to pay more. I will cite one 
instance. I come from Hyderabad 
and a certain gentleman there owned 
an oil mill there. In a particular year 
the recovery of the oil out of ground-
nut was a little more than the 
average. It was about two per cent 
more than the average recovery of 
oil for the whole of Hyderabad and he 
showed it in the accounts and paid 
the taxes accordingly. Next year Lhe 
recovery was not so high. It was 
higher by less than One per cent than 
the average recovery in the area. 
But the income-tax people came and 
they said: you had last yeat" 29 and 
odd !per cent recovery but this year 
you say you have got only 28 per 
cent; We will assess out" taxes accord-
ing to the last year's recovery and 
you will have to pay the tax accor-
dingly. That becomes a very big 
sum. After all, in oil it is rather a 
mere processing business; it is not a 
manufacturing industry. Anyway, at 
that time he happened to be a 
Member of Parliament and therefore, 
he himself represented and in a way 
that case was amicably settled. But 
in many cases, what happens is this. 
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When people go with all the facts, 
without hiding anything, with the real 
voucher.> and they state the truth, 
they find that they are in difficulty. 
That is so in Rpite of the fact that 
they had put forth all the information. 
People who do not do so, who have 
hidden something and brought things 
in another way, would be in an ad-
vantageous position. This situation 
is there. While this situation remains, 
the battle between the tax evaders 
and the income-tax payers and the 
Government would continue. In this 
battle, I have no doubt that the 
Government will never win the case. 
We know what it is. The Govern-
ments are f'ormed by us. There are 
many neW persons in particular and 
specialised jobs. But these income-tax 
payers are very intelligent and clever 
people and they have got the whole 
backing of the legal luminaries who 
are charging fees and who are being 
paid well. At the outset, I would put 
this point. Unless this is borne in 
mind, I do not think that this Act or 
any other Act would achieve the real 
purpose. With a view to check tax 
evasion, we should have some section 
in which such assistance can be given. 

In the short time at our disposal, 
We tried to study the Bill. We re-
ceived copies of this Bill two days 
back. I am not making any com-
plaint. The Rwes themselves saYI 
that copies should be given two days 
before the Bill is taken up or some-
thing like that. The Bill is so big 
that it was not possible to study it 
in just two days. However, I have 
been able to note down one or two 
points. Now, since I had the occasion 
to travel outside India, to the east and 
the west, luckily, I came into contact 
with the Indians in thOSe countries. 
The overseas Indians always had a 
particular problem as to how to send 
their money back to India. It is 
really a strange thing : we are in need 
of foreign exchange and We want the 
money to come from outside. Money 
was of course coming in the shape of 

tax, loan, or any other thing, but the 
hard-earned money of our nationals 
abroad could 'not be sent here. There 
were so many difficulties that that 
money was not coming forward. I am 
glad to note that one of the improve-
ments made in the Bill is in regard to 
this aspect of the matter. I have no 
idea whether the improvement will 
meet the difficulty in full; whether the 
Indians abroad could send their 
money here in full quantum or 
whether there will still be some 
lacuna Or interpretation given in such 
a way that again there will be some 
difficulty Or other in that regard. 

What happens is, the people who are 
in charge of the implementation or 
the execution of the provisions do 
not like to see to the spirit of the 
scheme. They just look to the letter 
and they think that it is better to err 
on the side which would create haras-
sment to the trader or business man 
rather than help him. That attitude, 
they think, is a safe attitude and 
therefore they take that attitude and 
becaUse of that, many times it so 
happens that the Indian nationals 
abroad are not able to send money 
here. 

There is another point to be re-
membered in this connection. From 
the point view of economics, it is 
not a very important point, but from 
the social and even from the national 
point of view, it is a very important 
one. Our people abroad are mostly 
traders and businessmen and there-
fore, the monies that they have earned 
if those monies come back to India: 
will industrialise the country. But if 
the money is not allowed to come 
here, then they will find out the ways 
as to how to send it here. We know 
what happens. So many people go out 
from here with paltry foreign ex-
change, such as Rs. 75 or Rs. 100 or Rs. 
200; they go and live outside for a 
fortnight or a month. We know how 
this foreign exchange is spent. Of 
course, they do send some money, even 
now. But then that is not the proper 
way. What happens finally is that it 
becomes a waste. If the amount that is 
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sent here is Rs. 10,000 or Rs. 25,OOO-a 
iumpsum amount-then it could be 
invested in industries, small or big, 
in India, and thereby industrialisa-
tion will increase. 

Lastly, I would like to refer to 
clause 275. It is a very good clause, 
in that we have brought into the orbit 
of the law an abettor. An abettor has 
to be punished equally, in the same 
manner as the man who is guilty of 
evasion. But the point is this: what 
is the definition of an abettor? If we 
mean by a abettor even an ordinary 
accountant who is earning just Rs. 
100 or Rs. 200 in a particular firm; and 
if he is also included in the term 
abettor, there is a difficulty. l ~ 

he has shared in the evasion of the 
tax, I do not think he should be 
thought of as an abettor. Therefore, 
I am not very happy about this defini-
tion. I am very much afraid that it 
will bring even a pOOr accountant of 
a firm, and bring the audit'ors and 
also the income-tax practitioners and 
lawyer.s, into the picture. Of course 
the lawyers and the income-tax 
practitioners would take care of 
themselves. I do not think that it 
will be possible for anybody to bring 
the income-tax practitioners and 
lawyers into this picture. But, how-
ever, I am pleading that the Joint 
Committee should consider this as-
pect when they go into the details, 
and they should see that the poor ac-
countants who are either people em-
ployed in any firm or are persons who 
pay income-tax and super-tax are not 
accepted as abettors unless they them-
selves haVe shared the amount saved 
from evasion or have done wrong 
accounting and indulged in wrong 
practices. If they haVe carried out 
certain instructions in the natural 
course of their work, I plead that they 
should not be accepted as abettors. 

Again, I would say that in future, 
whenever such comprehensive Bills 
come, we should be given more time. 
Northing is lost even if the Bill is in-
troduced a little rli r~  is, there 
may be a period of a .fortnight bet-

ween its introduction and the com-
mencement of the general discussion 
on it, so that a good thought could be 
given to the Bill by hon. Members who 
take interest in this subject and a 
real debate could take plaCe in this 
House. 

With these words, I support ahe Bill. 

Shri N. R. Muniswamy: Mr. Chair-
man, at the outset, I wish to congra-
tulate the hon. Minister for having 
brought in this consolidated Bill with 
a view to simplify the procedure and 
plug the loopholes in regard to 
evasion of 'taxes. I shall not take 
much time of the House, because this 
Bi!l is voluminous and We have not 
been able to give proper thought to 
every aspect of the Bill. But I wish 
to take up three points and bring them 
to the notice of the hon. Minister so 
that he may giVe some ~  to 
them; the Select Committee may also 
consider those points. 

My first point is with regard to the 
avoidance of taxation on which the 
previous speaker has made very 
many good points. The second point 
is, for the first time, this Bill has 
b,:,ought changes in the charitable 
trusts. The third point is in regard 
to the reopening of assessments. I 
shall leave aside other points and 
elaborate these three points only. 

As regards avoidance of tax, the 
previous speaker has said that as 
long as there is a legal avoidance of 
the payment of any tax, the men 
concerned shall not be punished. ! 
quite appreciate that point. People 
who have got the business tactics, 
who have got the ability to earn 
money, can also save money legiti-
mately. When there are loopholes 
in the Act and when they could 
exploit the loopholes, nothing could 
be done with them and they could not 
be found fault with. I quite appre-
ciate the point. 

But then there are certain avoid-
ances of taxation which we must 
abhor at the outset. In England I am 
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told that the husband and wife give 
only a joint return of their income. 
But here in India different returns 
have to be submitted by them. In 
India, marriage is said to be indis-
soluble; nobody can divide the hus-
band and wife because they are sup-
posed to be one in ,the eyes of the law. 
But in England, it is a matter of con-
venience. They could get it reversed. 
For the purposes of income-tax, they 
slln.mit onlv joint returns. So, why 
cannot we in India have the same 
system. By having two different 
returns to be submitted, it loo·ks as 
though they have got every right to 
evade payment of tax. 

I will give an illustration instead of 
speaking theoretically. There are 
cert:lin firms or lmited companies 
where the husband who is having 
large shares in tthe finn can sell the 
shares either to his wife or to the 
minor children when he can realise 
or visualise that huge profits could 
come through dividends. Supposing 
he is likely to get a lakh of rupees at 
the end of a year, instead of giving 
something by way of tax to the Gov-
ernment, what he does is, he transfers 
Or sells his shares, early enough, 
either in the name of his wife or his 
minor children. Thereby, the liability 
to the payment of tax is lessened. 
What he would otherwise have to pay 
as tax on the income through divid-
ends can be diluted by not paying 
anything to the exchequer. That 
is the reason why I am insisting that 
there should be some provision by 
which such loopholes could be avoided. 
These loopholes should not be allowed; 
even now they are being allowed. I 
only wish that the Select CC'lIllmittee 
shou1d give some thought to it and see 
that if there is a return to be submitted 
by the husband and wife or minor 
children, they must all pool together 
their resources and be made to submit 
a Joint return so that they cannot 
escape from payment of legitimate tax 
to Government. 

Then, this is the first time that 
charitable trusts have been brought in. 
AU along, the charitable trusts have 
been carrying on business from oUlt or 

the incon1t'! which they could otherwise 
utilise for the purposes of the charities 
for which the trust was created. The 
provision is good, since for so many 
years we have been seeini that ~ 

money has been accumulated and not 
spent for the purposes for which the 
trust was created, and no tax was 
paid. For the first time, this c l~

dated Bill has now thought of plugging 
that loophole also. Now, it is provided 
that whoever sets apart more than 25 
per cent of the income is liable to pay 
tax. If they set apart more than 25· 
per cent, they have to pay. If it is 
less than 25 per cent, they are not 
liable to pay. This is a very good 
piece of legislation. A trust should see-
that they spend the money for the pur-
pose for which the trust was created. 
This is a very welcome feature of the 
Bill, making charitable trusts also pay 
tax. 

Coming to re-opening of assessment, 
there are three types of re-opening 
assessment. Re-opening assessments 
within a period of 4 years, 8 years and 
16 years have been incorporated here. 
If a part;cular individual is not being 
properly taxed or after having been 
taxed, if they find subsequently that 
due to some wrong information, they 
have omitted to tax him properly, they 
can ask for a fresh assessment. They 
issue notice and a period of 8 years has 
been given. Within a period of 8 
years, from the assessment period, if 
they find that a man has escaped 
assessment, they can re-open it and ask 
him to pay by giving him notice. 

The other aspect is regarding 16 
years, if the income is over Rs. 1 lakh 
in the aggregate for that year and for 
any other year or years--maybe four 
or fiVe years put together-within that 
period, then he will be liable to pay 
by re-opening the assessment. One 
important feature now added is, if in 
a particular year the escaped asses-
sment amounts to Rs. 50,000 or more, 
in that case only it can be re-opened, 
in the period between 8 years and 16 
years. I Originally, even if it was 
Rs. 10,000 or Rs. 5,000 in that year, 
if it comes to Rs. 1 lakh for four or 
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five years put together, then  they 
could reopen it. Now, they have put 
a certain limit that in one year it 
must not be below Rs. 50,000. If it 
is above Rs. 50,000 in one year and if 
clubbed together for four or five years 
it exceeds Rs. 1 lakh, then it can be 
re-opened. 

One difficulty is, who will preserve 
the document and acooWlts? There 
are various accounts, day book, 
ledgers, journals, etc. For a period 
of 16 years, to expect a particular 
firm or individual to keep them pre-
served will be creating a hardship on 
the assessee. Unless we have a pro-
vision in the Act itself that every 
assessee must preserve the 'accoWlts 
for a period of 20 years, we cannot 
compel him to do so. In the absence 
of a specific provision enjoining on the 
assessee a liability to preserve the 
documents, journals, accoWlts, etc. in 
respect of an assessment for any 
particular year, for a period of 20 
years, we cannot press him or demand 
of him to bring all the documents. 
It is quite possible that he might have 
destroyed them. Even Government 
destroy the documents after a period 
of 12 or 15 years; they have got a 
category of destruction. 

Shri V. P. 'Nayar: Does the hon. 
Member know ,that by certain deci-
sions of the Supreme Court, even 
cases which have been settled by the 
Income-tax Investigation Commission 
have been taken away and there is 
no other chance except to give it 
retrospective effect, if you want to 
bring in more revenue? There ere 
1500 cases like that. 

,Shrl N. R. Munlswamy: I appreciate 
the point. But unless we have a 
specific provision in the Act throwing 
a net that they must preserve the 
documents and accoWlts for 20 years 
without destruction, it will be creat-
ing a hardship to compel them to 
produce the documents. I only want 
it to be regularised. I do not disagree 
with my friend, Shri Nayar, but there 
must be a speciel provision. After 
all, you cannot go against a judgment 

or verdict of the Supreme Court. I 
only want tha,t that loophole has to 
be plugged and a provis:on made in 
the Act enjoining on the assessee to 
preserve the accounts for a period of 
20 years or the period within which 
he can be brought to book. 

If information is given to any 
officer that a particular individual has 
escaped assessment or that he has 
segregated some amount by not bring-
ing it into accoWlt, one aspect has to 
be borne in mind. Any information 
that has been brought to the authori-
ties with a view to re-open a parti-
cular assessment must be bona fide 
or it must be authentic. Otherwise, 
anybody can write an anonymous 
letter. I know that in scverai cas('s, 
somebody writes an anonymous letter 
and ,that gives good cauSe to the 
officer to harass the man. Therefore, 
they must examine it before issuing 
notice. 

I know there may be prOVlSlons 
here that they must get the approval 
of the Assistant Comm!ssioner before 
re-opening the assessment. With all 
that, the information must be authen-
tic. In case after re-opening the 
assessment, they are not able to 
succeed, what is the penalty against 
the Government or the officer? The 
officer must be duty-bound to see that 
he is not causing any harassment to 
any assessee, while he is helping 
Government in getting more money 
for the exchequer. He must examine 
the information properly. I know for 
certain that the officer may get 
approval from the Board of Revenue 
or other high officers, but that does 
not remove his liability. He must 
examine it and see if it is a fit case 
for reopening. If he finds that there 
is no scope for reopening and what 
was originally assessed is right, there 
must be some penalty or something 
against the officer. Otherwise there 
will be harassment. It should be both 
ways end not one way. 

I know a penalty has been provided 
in case of evasion. If it is really 
found that there has been evasion, 
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not only penalty must be imposed, but 
there must be some other punishment 
also. For instance, if it is 
some business, the licence 
Or recognition must be W1LthdraIwn, 
because he might possibly repeat the 
same offence in a different way to 
recoup the loss. These businessmen 
and entrepreneurs have got better 
brains than the ~ i li3 r r . 

Whatever metOOds you adopt to 
realise more money for the Govern-
ment, with their bebter bra,ins, they 
will try to evade the provig.ions. We 
are trying to plug that loophole. I 
submit that there must be reciprocity 
both on the officers and the assessee 
with regard to penalty. 

Coming to abetment, 'abettor' has 
been very well defined in the Indian 
Penal Code and I suggest that the 
same definition should be adopted in 
this Act. To say that the clerk ()(l' 

the person who tabulates the 
a.ccounts or submits the return must 
also be held r Il5~ l  I think, is 
too. much. In that case, even the 
audItor who is helping not only the 
assessee, but the Government in pre-
senting an honest and straight 
forward account might alISO be 
covered posshbly, because it is with 
his knowledge and his consent that 
the accounts are being prepared. We 
know that many of the income-tax 
assessees have got two or tbree 
acrounts: one for themselves to know 
their real income, another account to 
be presented to the pUiblic and a 
third account to be persented to the 
Government. While presenting 1he 
accounts to the Government, the 
way in which they dexterously 
manage the presentation of account-
ing is SUJperb. It is very di1ftcu.lt to 
know their technique. Only 
businessmen and those who lend 
fIl()ney know how they  manage the 
accounts. 

I know the difficulties of the 
officers. They have so many cases 
in their files 8ibout evasions brought 
to their notice and with great diffi-
culty, they are able to succeed. 
Sometimes they do not succeed, after 

going through all the trouble. There-
foore, an abettor must be taken to 
mean only what is defined in the 
Indian Penal Code itself. 

One other salutary provision in 
the Act is with regard to the 
recovery of arrears. Originally they 
have been resorting to the Revenue 
Recovery Act with the helJp of the-
State Governments. I am happy to 
see that they have now ~ thei1' own. 
staff for recovery of arrears. I have 
n  t gone through the p.ntire gamut of 
the provisions. So long as they-
depended on the State Governments 
there are different Revenue' 
Recovery c~ in different States and 
~  in the same State, the recovery 
IS drOne in different fashions. 

So they have consolidated them In 
the Bill, and I am sure we can 
recover the entire money now. 

My next point is about effioiency 
and honesty even in the administra-
tion and &mong the officers. They-
must not only be he!Jp.ful to the 
assessees, but they must also be 
helpful to the Government. Some-
times their helpful character changes. 
from person to person. There are· 
some persons who have got the knack 
of escaping assessment, who have got. 
the knack of getting the upper hand 
over obhers. At the same time, 
there are certain communities I 
know, Wlho always present' good 
accounts. 'Dhere is no question of' 
their being not genuine a.ocounts. 
They are all genuine accounts. In 
such cases one can always believe· 
their accounts. Sometimes tJhey even 
pay more than what the Goverlimcnt 
expect them to pay. Such things we 
have seen with our own eyes. I feel 
that in suCh cases, where persons. 
l~ riI  pay extra money on the' 
baSIS of their income which our 
people have not been able to find 
out, they must be given cem.ificates of' 
merit saying that they are honest 
penons. . 

My last point is about the prac-ti-
tioners. I only want that people· 
who were originally in the depart-
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ment should not be encouraged. I 
do not want that those who were 
in the department, those W1ho have 
the knack of presenting the 
accounts and other things, should be 
·debal'l'ed from practising. 

With these words, Sir, I support 
the motion. 

Shri Damani (Jalore): Mr. Chair-
ma.n, after the Companies (Aroend-
menlt) Act, this is a' very ~r l1  

legislat Ve measure which has been 
brought before the House. Tlhis Bill 
is based on the report or£ the Law 
· Commission and on the report of 
the Tyagi Commi1itee. I will be 
failing in my duty if r do not than,k 
the members of the Law Oommission 
and the 'ryagi Committee for the 
hard WOl1k in presenting thelr 
res.pective reportS. 

The aim of this Bill is to simplify 
· the language of the Act so that even 
an ord1inary man can understand the 
. clauses, and also to plug .the loop-
holes with a view to tightenin·g up 
the measure to avoid evasion of tax. 
· As far as that aim is concerned, I 
can say that to a large eJMent the 
pur:po&e is being served by this Bill. 
"'Dle language has been simplified. 
Many clauses ha ve been rn.oc:ti·fied so 
· as to avoid evaS'ion of tax and ensure 
,speedY.disposal of cases. 

I would also like to say that in 
· this Bill the interests of the Govern-
ment and the assessees have al90 been 
kept in mind, and dUe care has been 
taken to ensure full justice t<> all 
the parties concerned. 'Ibis Bill is 
now being forwarded to a Select 
Committee. The Se:ect Committee 
· will consider the proVisions 

i r l~.l  and make suitable 
. amendments, so that it becomes more 
simple and incol'PQrates whatever 
more strict measures are in the 
interest of the public as well as in 
-the interest of the Govern.ment. 

I would like first 10 d!'aw the 
· attention of the House to certain 

l'evolUJtiona,ry cha,nges made in 
regard to charitable trusts. Accoro-
ing to the new provisions, there is a 
chance that many complications may 
arise as far as charitable trusts are 
concerned. There are many chari-
table t·rusts which are doing very 
gOOd work and giving great benefit 
to the general public in the fields of 
education, ~  and child 
welfare, medical relief, relief to the 
poor etc. My fencing is that these 
should be amended in such a way 
that those trusts whioh are doing 
very gOOd. work for the benefit of the 
public should not be hard hit on 
account 01 the provisions coiI:tained 
in the Act. '1 would, therefore, 
request th.at proper ca·re should be 
taken to see that when the loopholes 
for misuse of the clauses of the law 
are plugged the charitable trusts 
whioh are doing good service to the 
general pUlblic are not affected. 

There is one important thing that 
I would Hke to say. It is a welJoome 
feature that in the computation of 
salary any amount paid by the 
assessee in respect of tax on profes-
sion, trade, calling under state law 
would be aITowed. But there is 
ano.her provision whereby deduc-
tion for entertainment aHowance 
shall only be allowed il it has been 
continuo·usly received from the 
presel1 t employer from 1st April, 
1955, up to the L1mit of one-Mth or 
Rs. 7500 whit1hever is less. 

I want to seek a clarification. Wbat 
about those officers or persons who 
are appointed after 1st A:pril, 19551 
As indusl,ry and trade are ex:panding 
in the ooumry, more and -more 
people are being appointed wW1 the 
benefit of entertainment allowance . 
When people who were appoin.ted 
before 1st April, 1955 are entitled to 
get the advantage, I would lil!:e to 
know the posiwon of those persons 
who are appointed after 1st April 
155. I would like to know whether 
they would be entitled to deduction 
of the entertainment allowance or 
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not.  I woud be very grateful if the 
hon. inister  cliarifies that point in 
his reply. 

Now  a;bout the procedure for 
assessment.  According  to  tilc 
new Bill as requiTed under section 
22(1) of the existing Act  a general 
pUlbHc notiee is not required to be 
given. That is unk!rSltandlable.  Bu·t 
the return is to be filed. within four 

~   of the end of the previous 
year or 30th June whichever is later. 
I want to sUlbmit that as far as the 
return of Individuals is concerned, it 
can be filed within the time limit as 
mentioned in the Bill, but as far as 
companies in the corp .rate JCCti011 
are concerned it will be difficult to 
see that the returns are filed within 
four months as required under the 
Bill 

I woula like to point out that ion 
the Companies  Act, 156, nine 
months were provided ~  r comple-
bon of audit and presentation of 
ba.!ance-sheet to he ~  r  l meeting. 
Under the Companies (Amendment) 
Act, 160, six months are provided. 
This BilJ provides that within four 
months the returns shOUld be sub-
mitted. The companies have to get 
thei'r  a'ocounts  audd.ted by the 
auditors. Then they have tf) present 
their accounts to lIfte annual general 
meeting. It is only after the general 
meetin, has 8I roved the accounts 
that they can flJe the returns. ThIs 
is a long process. They ~ first to 
depend on the auditors to get thfir 
accoun's audited. then ~   ha·.e 10 
call a general meeting and place 
their accounta to the general meet-
ing, and only after the genera) 
meeting  has a :iopted their account-
thev can file their return. I think four 
months will be a verv short ~   and 
ii will create difficulties. I understand 
that the officials can extend the time 
bv two further months. But u.p to 
56 we ~   aHowing nine months. 

Then it was  reduced to six months. 
Now it is reduced further to four 
months. That will cause real hard-
~  i   to the companies.  Therefore,  I 
suggest that this matter should be 

looked into properly and sufficient 
time should be given so that they ex-
perience to difficulty. Of course, even 
now they can ask for further extens:on 
of time from the ITO. But that way; 
some time is wasted which can very 
wel) be avoided.  Therefore, I would 
suggest tliat the finic should be ex-
tended. 

13 hrs. 

Then I come to interest on delayed 
payment and refund. A new provi-
sion has been made whereby the 

~   will be charged four per cent 
in terest till the date of payment of 
tax. But,  as far as refund is con-
cerned, exemption has been given for 
a period of six months to the officials. 
I think that will not result in effi-
ciency. Therefore either this period 
of six months for refund should be 
reduced, or interest should be allow-
ed on the refund, say, after One or 
two months,  so that both parties are 
placed on an equal footing. If there 
is any delay on the part of the officials 
in making refund, they should natural-
ly give interest to the assessee, say, 
after two months. That is a matter 
for consideration by Select Committee. 

Then I come to the clauses dealing 
with assessment, r ~   and as-
sessment of escaped income. When 
we are attempting to simplify the law, 
it would be appropriate if we look to 
the point of completion of the assess-
ments  too. A  period of four years 
from the end of  assessment year 
should be regarded as a long period. 
I fee) that a period of three years 
should suffice. I also feel that assesp-
ment of income up to Rs. 10,000 should 
be completed within a period of two 
years. In the earlier enactment the 
period fixed was four years.  As we 
want to simplify the procedure and 
improve efficiency ' ' Ibis Billj I 
think the time should be reduct!d 
from four years to three years. This 
will result in quicker disposal of 
cases. 

Cominl'( to the usessment of firma. 
it is a fact that to a considerable ex-
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tent registration of firms etc. has 
been simplified. There are two kinds 
of firms, registered and unregistered. 
As far as filing of registration annually 
is concerned. that has been withdrawn. 
In its place, only a declaration of con-
tinuityof partnership alone is re-
quired. That would be very simple. 
But I do not understand why the dis-
tinction between registered and un-
registered firms is still being main-
tained. That will continue to create 
many complications and legal diffi-
culties. If all the firms are treated 
as registered firms then the matter 
would be very clear and so many 
legal difficulties could be avoided. 
Although Government may have to 
lose a little amount of revenue by 
this process, that will be compensated 
by quicker recoveries, less complica-
tion, less litigation. Therefore this 
also requires consideration. 

Coming to private companies in 
liquidation the Bill suggests a revolu-
tionary change that directors and 
shareholders will be called upon to 
pay for the taxes on the incomes of 
previous years during which they 
were directors and members. I do 
not think such extreme measures have 
been incorporated in any law in any 
part of the world. So, I want that to 
be reconsidered by the hon. Finance 
Minister. 

Then, for the sake of better under-
standing. I would like to suggest that 
whatever clarification is made on the 
interpretation of the law by the de-
partment for the use of its officers 
that should also be supplied to the 
public. In that case. there will be 
less chance of difference of opinion 
and i~ l of cases will be much 
. quicker. 

Lastly. Sir, the relations between 
the income-tax department and assess-
ing public have been subject to a 
gOOd deal of complaint and grievance. 
It is necessary to have an understand-
ing between these two agencies and 
a proper sympathetic approach to the 

problem should be made. It should 
lead to lesser harrasment and diffi-
culties of the assessee should be ap-
preciated and lessened by the depart-
ment. In short, human element is in-
volved and, therefore, demands better 
treatment. 

Sir, I would like to draw the atten-
tion of the House to the opinion of 
thp. Law Commission as well as the 
U.K. Royal Commission; 

"There can be no real simplifi-
cation of Income-tax Law without 
simplification of tax structure." 

1 hope in the next budget the  tax 
structure would be simplified. 

Mr. Chairman: Shri Nauchir 
Bharucha. 

Shrl Naushir Bharucha: May I re-
quest you that I should be permitted 
to speak on Monday? 

Mr. Chairman: The hon. Member's 
name was put in thi5 order by the 
hon. Speaker and that is why I called 
him. If he wants to speak on Mon-
day, he can do so. Now Pandit K. C. 
Sharma. 

Pandit K. C. Sharma (Hapur): This 
is a very difficult piece of law. It is 
a problem not in India alone, but it 
is a problem that the government 
faces all over the world. The root of 
the trouble is before the twentieth 
century the taxes were ranging from 
5 to 10 per cent, and almost religious 
sanctity was attached to the payment 
of tax from 5 to 10 per cent. People 
were willing to pay it and they had 
certain idea of superstition that un-
less they pay it, nemesis will overtake 
them. In the twentieth century, with 
the high conception of welfare State, 
the taxes began to rise, and as taxes 
began to rise avoidance and evasion 
came in. Now, the avoidance is a 
very difficult process to be dealt with. 
For instance. suppose a man has a 
car, uses it for private purposes and 
writes it down in the business account. 
Or his wife may be working as a 
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secretary; though there is no work for 
the secretary, she i$ employed as 
~r  and paid money. Though 
his boy goes to school, his name is 
entered as a peon in the office. It 
is a simple way of avoiding tax and 
it is very difficult for the authorities, 
however clever they may be, to go 
in detail and find out this subterfuge. 
Evasion of tax is, of course, an offence 
under the Indian Income-tax Act. 
But very clever minds are engaged 
to adviSe them on how taxes could be 
evaded. It is very difficult to meet 
this situation, because this process is 
going on all over the world. In this 
process one clever ~  surpasses an-
other clever man, and the genius of 
persons for avoiding and evading taxes 
surpasses not only the ordinary in-
telligence, but even the mature ex-
perience of even super-administrators. 

Shri Morarji Desai has done well in 
bringing forward this Bill and he has 
laboured hard to find a satisfactory 
solution to many of the problems. But 
it is too much to hope that the diffi-
culties that We face would be met by 
the Bill as it has come before us. 
One social aspect, however, is very 
alarming and it is this. In the modern 
criminology a class of big criminals 
have cropped up. Formerly a man 
was given to committing crime under 
some pressing necessity and he had no 
social influence; he had no social pres-
tige. Now it is this class of big cri-
minals who do the most nasty things 
and still pass on as respectable people. 
Therefore, the whOle fabric of society 
gets corrupted. 

The whole process starts like this. 
A man is a law-abiding citizen, will-
ing to help the police and the adminis-
tration. Now with 25 or 30 per cent 
rise in taxation, he begins to find ways 
of evading taxes and in the process 
gets help from the cleverer section of 
the people. His disrespect for law 
begins from this. This man who is 
liable to pay heavy taxes passes as a 
respectable citizens in the society. He 
begins to disobey the law. Once he 
begins to disobey the law and begins 

427 (Ai) LSD-5. 

in terms of keeping back the money 
to himself, be does not stop here. 
Evasion of taxes and smuggling are 
the two factors now coming in in the 
field of criminology and are respon-
sible for a big cla"s of criminals. 'Phey 
do not stop with the evasion of taxesi 
nor do they stop with smuggling. 
Once the law is broken, more serious 
laws are broken. They ultimately 
end in murders. They would not 
commit murders themselves. They 
contrive to get gangs of people; they 
contrive to get children kidnapped. 
These are big set of criminals. 

So my respectful submission is that 
tax-evasion simple as it is in the be-
ginning, to start with, ends in murders 
and more heinous crimes. Therefore, 
it is time that the penalty clauses 
should not be looked upon as a simple 
preventive measure but should be 
,tTeatedas ~ i  'measUll'es. Thit8 
has become a serious menace. Madam 
Chairman, if one were to look into 
crimes committed in big cities, he 
would find that they are not committed 
by ordinary citizens, not by the men 
who are pressed hard by the necessi-
ties of life, but by big criminals be-
hind the curtain, employing means 
which no police can catch. So, this 
is a serious situation. I, therefore, 
beg to submit that from the social 
point of view, from the law and order 
point of view, the punitive sections 
should be harsher so that these may 
be put an end to. 

This should not be merely treated 
as a revenue measure. It is a measure 
for the good of society; for the main-
tenance of the moral of society. With 
these words I once more congratulate 
the hon. the Finance Minister for 
bringing forward a very comprehen-
sive Bill, and this being a problem 
found allover the world, I am sure 
the Select Committee would improve 
it to the best of its ability. 

,,1 ~ pr 'r" ~) : 
~ ~  II ~ ~ it; ftltt ~ 
~~ ~ Ai \lIT ~ ~ ~ ~ 
~ ~ ~~ lin' 'IT ~ it IIiT1r it ~ 
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"Tax Recovery Officer" means-

(i) A Collectorj 

(ii) an additional Collector 
or any other ~c r 

authorised to exercise the 
powers of a Collector 
under any law relating to 
land revenue for the tinut 
being in force in a State; 
or 

(iii) any officer of the Central 
or a State Government 
who may be authorisecl 
by the Central Govern-
ment, etc., etc." 
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an additional Collector or any 
other officer authorised to exer-
cise the powers of a  Collector 
under any law relating to land 
revenue. 
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This is in addition to any 
penalty the assessee may incur 
for default in payment ot tax. 
Interest is payable even if tfme 
is granted tor paying the tax be-
yond the period specified in the 
demand notice. 
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220(3). Without prejudice to 
the provisions contained in sub-
section (2), on  an  application 
made by the assessee before the 
expiry of the due date under sub-
section (1), the Income-tax Oftl-
cer may extend the time for pay-
ment or allow payment by in.tal-
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"We appreciate the diftlculties 
pointed out, but we feel that a 
change should be made in one 
direction, and that is that banks 
and other credit institutions 
should be required to give the 
names and addresses of their 
constituents the sum total of 
whose deposits or withdrawala 
exceeds Rs. 1 lakh a year." 
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"Unfortunately. some of the 
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financial activities seem to re-
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Shri Tangamani (Madurai): Many 
hon. Members who preceded me 
pointed out that this was a very im-
portant and a very big Bill, and we 
should have been given more time 
to ~ through this Bill. One hon. 
Member remarked that if this Bill 
had been circulated at least fifteen 
days in advance, Members would 
have had the opportunity of making 
some pointed reference to some of tlie 
provisions of this Bill. In any case, 
the Bill is before us, and we trust 
that the thirty Members from this 
House who will be on the Select Com-
mittee will go through this Bill in 
grea'ter detail and when they do so, 
they will l~  have the benefit of 
the Law Commission's report, the 
Tyagi Committee's report and also 
the various reports on the working of 
the Income-tax Investigation Com-
mlSSlon. I dare say that many a 
memorandum will also be submitted 
and details will be made available to 
them. 

While moving the motion, the hon. 
Minister was pleased to make certain 
references to certain provisions of the 
Bill, and he also gave reasons why 
he was not accepting some of the re-
commendations of the Law CODUilis-
sion, I make bold to say that if we 
deviate from some considered recom-
mendations of the Law Commission, 
it will not be a proper thing at aU. 

I shall straightway mention the 
case at. the abolition of the appellate 
tribunals. If I remember aright, the 
Law Commission wanted these -appel-
late tribunals more in the nature of 
judicial bodies. Several representa-
tions have been made tliat these ap-
pellate tribunals are more fD the 
nature of executive tribunall. I t.ke 
it that that matter win be conld4ere« 

in detail, when it is 'taken up by 
the Select Committee. 

There was another matter to which 
exception was taken by some of the 
Members. I cannot explain it better 
than the note by Dr. N. C. Sen Gupta, 
appended to the Law Commission'. 
report. This is what he says: 

"It is true that the assessee has 
got to be safeguarded against 
oppression and at the same time, 
it should be seen that the tax is 
not evaded by rich parties. For 
this purpose, I am afraid, the pro-
cedure in the present Income Tax 
Act is not adequate. The draft 
report attempts to make several 
efforts to remedy this defeot. But 
I do not quite agree with its 
treatment to the question of eva-
sion. The amendment suggested 
in section 34 seems to me to be 
generous to the assessee. But we 
have got to see whether it does 
not become so too generous to a 
wil'y evader at the cost of the 
honest tax-payers who have to 
bear additional burden. T agree 
that there ought to be a limit to 
the period for which the proceed-
ings for taxation could be 
re-opened. 

"Whatever limits are ftxed"-
this is what I want to emphasiie-

"there ought to be a general 
principle laid down that if escape 
from assessment or under-assess-
ment has been shown to be due 
to any dishonest or fraudulent 
practice of the assessee, there 
ought to be no limitation to re-
open the proceedings. On the 
other hand, the limitation In 
ordinary ca.es OUIht not to a-
ceed what is now preecr1bed 
under the A.t!:t!'. 

This make. the intention of the new 
legislation clear. We take that in a 
large majority of cues It fa due to 
evasion, and It is very easy to pron 
fraud. So fD such ca • ., the beDefttc 
that are given to the ordinary dtIzeD 
should not be extended to theIa 
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Shri Tangamani 
evaders.  This is a point I want to 
emphasise in the beginning itself. 

There was another question of pay-
ment of interest when refunds are 
made belatedly. There are several 
clauses in the Bill in ,this connection. 
I will merely refer to clauses 14 and 
43 which provide for payment of 
interest on the refund. ow, it is no-
body's case that the payment has 
been excessive. It is nobody's case 
that they were over-generous in the 
payment. When a certain amount 
has been paid, it is not very much 
in excess and it is not proper to call 
upon Government to pay interest to 
those people who have made this 
advance.  This reminds me of the 
practice which was prevalent during 
the British period where excess pro-
fits tax was collected and the entire 
excess profits tax was refunded. 

If we go into the question of the 
history of the collection of taxes, a 
certain revealing phenomenon pre-
sents itself. From the figures I could 
gather, the cost of collection of in-
come tax for the year 15-51 was 
Rs.  1,88,4,835. The cost of  collec-
tion of income tax-I am not includ-
ing the corporation tax-for the year 
15-6 is Rs. 4,54,5,14. The amount 
has gone up by almost 3 times. But 
yesterday Shri V.  . ayar gave 
figures to show that the' direct taxes 
have not increased. Although direct 
taxes plus corporation taxes might 
have shown a certain increase, it is 
not proportionate to the increase in 
the cost of collection. When that is 
the position, why should we add an-
other burden to the exchequer by 
way of paying interest where a bona 
fide payment was made by the asses-
lee 

Another point which is similar to 
these but on a different plane is con-
tained in clause  where if the 
assessee after the due date haa not 
paid and if there is delay in payment, 
4 per cent interest will have to be 
charged. I believe it was the Tyagi 
Committee which sugested a levy of 

6 per cent interest. I find in this 
Bill greater conaideration shown to 
those who are defaulters.   ow in 
the case of default, this 6 per cent. 
must be imposed.  I  distinctly re-
member-I am not mentioning the 
name-a very clever, big man who 
was evading taxes or, may be, avoid-
ing payment of taxes in due time. He 
was always relying upon  this fact 
that if the tax is not paid on due 
date and if several years lapst!d, he 
saved by way of interest. This has 
been noted by the Tyagi Committee 
and they have suggested the figure 
of 6 per cent. I do not think there 
is any reason why this 6 per cent 
saould be reduced to 4 per cent. 

Another beneficial provision is in 
clause 5 where the offence is now 
extended to the abettors. The ques-
tion arises as to who the abettors 
are. Here I would only commend a 
book written by one of the officials 
of the income tax department. 
He has written two or three books 
dealing with how the department it-
self is functioning. There are certain 
references to individuals which may 
not being go:lld taste. But the practice 
and procedure followed has been made 
abundantly clear. The title of the 
book  I am quoting from is the IUs 
that beset the Income Tax and the 
name of the author is Shri andi. I 
commend this book to the Select 
Committee for whatever it is worth. 
Here is a book written by a man who 
has been in the department for a num-
ber of years. He has gained exper-
ience in this the sort of circulars and 
directives issued have been noted by 
him and he is able to point out the 
defects in each of the circulars. Here 
is a very interesting paragraph. 

Hurried assessments without 
due scrutiny or with no scrutiny 
at all, and lallt minute rush for 
preventini assessments from being 
time-barred have become a per-
manent feature. 

I do not lmow whether this has been 
changed, becaUSe I ftnd even in the 
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Law Commission's RePOll't they say 
that their terms of reference have 
been very much restricted. They have 
to adopt the existing Income Tax 
Act and procedural matters and make 
certain changes. Of course, the Law 
Commission have attempted to make 
changes. At the same time, they say: 

"As our terms of reference im-
plied the restriction that the tax 
structure should J¥lt be altered, 
no major change affecting the sub-
stance of the law has been made 
in the substantive provisions". 

Later on in paragraph 10, they also 
say; 

"We wish the Indian legislature 
would simplify the tax structure 
of this country on the lines adopt-
ed by some other progressive 
countries". 

So this is stH an open question. Un-
til and unless we are able to make a 
break in the  tax structure, however 
much we codify the income tax law, 
the procedure is not going to be sim-
plified. 

In this connection, I can also men-
tion certain points though in doing so 
I will be repeating certain points made 
by my hon. friend, Shri V. !p. Nayar. 
He said that during 1951-52 assessees 
with an income of Rs 5,000-Rs. 10,000 
nwnbered a little over 2.25 lakhs 
while in 1958-59 it was 6.10 lakhs. 
The number of those with incomes in 
the highest slab, of over Rs. 2,00,000 
rose only from 2,123 to 2,693. The 
proportion of the payments to the 
total income tax paid by the assessees 
remains almost the same. Those who 
were drawing Rs. 20,000 per annwn 
contributed about 10 per cent and those 
with income of Rs. 1,00,000 accounted 
for 66'65 per cent. With marginal 
variations during these ten years, the 
pattern of ta:I: realisation remains un-
changed. With the pattern of realisa-
tion and the pattern of taxation struc-
ture remaining the same, much change 
or improvement is not ponible. 

Shri Nandi says in his book: 
"In so far as revenue is con-
cerned, this has proved to be a 
double-edged dagger. While heavy 
loss of revenue is resuiting from 
under-assessment in any number 
of cases, too heavy assessments are 
proving ruinous to many others. 
Owing to undue delay in handling 
matters--delay spreading over 4 
or 5 years or even more years--
the volume of arrear demands 
and that of irrecoverable ~ 

are assuming tremendous pro-
portions". 

We have been told repeatedly that 
there are what are called effective 
arrears. What are theSe effective 
arrears? Of course, I did not want 
to interrupt the hon. Finance Minister 
when he said that there is a demand 
for Rs. 240 crores and the effective 
arrears will probably be Rs. 140 crores. 
So we make a demand for Rs. 240 
crores and the effective arrears will 
be only Rs. 140 crores. Here is a case 
where the author says that because of 
this inefficiency in the collection, be-
cause there is no rationale in the 
taxation structure and because the 
system Off adminLc;tration leaves very 
much to be desired, tax evasion is g0-
ing on  on a large scale. 

Taking all these things into consi-
deration, what we find is that the 
effectiVe arrears have been actually 
increasing. This is the strange posi-
tion that arises. I do request the hon. 
Minister and the hon. Deputy Minis-
ter to go into this matter and see 
whether there is not substance in the 
argument I am now advancing. 

One of the hon. Members who spoke 
before me simplified this matter be-
cauSe he has quoted certain passages 
from the report of the working of 
the Income-tax Investiga1;lpn Com-
mission during 1950. They make cer-
tain observations on pages 3 and 4. 
They also give the practice that is 
followed in the United states and in 
the United KIngdom. In the United 
States they have mentioned that the 
most common thing is the deviation of 
cash transactions. 
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"The device of Cash transac-
tions was the most common among 
the methods employed by tax 
evaders. They kept large amcunts 
in cash outside the books of ac-
counts and financed their black-
market operations through those 
funds. Such transactions did not 
find a place in any books whdso-
ever." 

T,his is the practice prevalent now; 
and it was prevalent in the past also. 
Then they say: 

"Tax evasion in U.S.A. 

"To arrest black markets and 
tax evasion, the U.S. Treasury has 
asked all banks and other finan-
cial institutions to keep a record 
of and report on all cash deposits 
and withdrawals, which, in their 
judgement, are beyOnd customers' 
ordinary business needs. Un-
known to the public, banks have 
been keeping private records for 
some time of the movement of 
large denomination bills." 

Later on, they say how these banks 
will help the Government by supply-
ing them with certain materials, cer-
tain details which will be very useful 
for detecting these evasions, the power 
which, according to our law, is only 
available where investigation has 
started and where the prosecution is 
contemplated and not otherwise. Sup-
posing we suspect that there has been 
a case of tax evasion and we ap-
proach the bank, the bank is not wil1-
ing to supply us with the necessary 
materials. 

13'52 lin. 

[MR. DEPUTY-SPEAKER in the Chair] 

Again, later on, they say, what is 
the point in trying to get at the 
evaders because those that control the 
banks are ,the very people who are 
the evaders. That is later on men-
tioned in the Commission's report it. 
self. We find that even certain powers 
which the courts had for finding out 
how much hidden reserves are there 
in the banks are sought to be taken 

away. We have only passed legisla-
tion giving more and more protections 
to these banks. So, we must move in 
a direction which will compel these 
banks to supply Government with 
materials which will help us to 
tighten up the system and to plug 
the loopholes so that these evaders 
do not escape. 

There is another imtanse which 
thcy give about the practice which is 
being adopted in the United States. I 
am just quoting. 

"It is understood at the insti-
gation of the Inland Revenue, 
members of the British Bankers' 
AssOCiation have instituted res_ 
trictions UPOn the use of cheques 
with the object of obstructing 
tax evasion as much as possible." 

They say that from a particular date-

"No member bank of the Asso-
ciation will cash or exchange any 
cheque, pay'able order or draft 
without entry in the i ~ 
account of the presenter unless' 
0) it is uncrossed and drawn ~ 
~  branch of the drawer; Oi) it 
IS presented by the drawer or his 
known agent; or (iii) it is paya-
ble under a credit established on 
behalf of the drawer; (iv) it is 
r ~ for. a sum not exceeding 
£ 10 m which case, at the discre-
tion of the manager it may be en-
cashed Or exchanged on exceptio-
nal and isolated occasions." 

Then it goes on to say that another 
common method adopted is to-

"draw cheques for fictitious pay. 
ments and obtain the money 
over the counter with a view to 
make large debits for outgoings 
which are not rl!ally incurred. By 
this means the cost and purchase 
figures are inflated so as to dec-
rease the total profits at the end 
of the year." 

Several instances have been given 
in the oftlclal reports which we have 
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been given. I have referred to the 
book and that book gives one instance. 

"A p'arty began to earn enor-
moUi; profits since 1943 or so. 'In 
spite of the fact that they had a 
prominent position in the locality, 
and that their name was borne 
on the Telephone Guide, no 
attempt was made by the Depart-
ment to bring them under assess-
ment. Fear of penal provisions 
of the Income-tax Aet made the 
party panicky. They fraudulent-
ly changed the name of the busi-
ness, and pursued a walt-and-see 
policy for some years. Once or 
twice an unwelcome visitor 
called. He was silenced by tips. 
At long last, not from civic sense, 
but from fear of the law, they 
made 'a voluntary return disclosing 
only a portion of their income. 
The Department took no action on 
the return for years. In the 
tenth or eleventh year of the 
existence of this flourish:ng busi-
ness, one assessment was made on 
them accepting their false part-
nership, and adding back Bome 
disallowable items, without 
making any local enquiry or ,om. 
into the real backgrot:lld of the 
case-a super-tax case." 

I am mentioning this to show that 
this book contains several instances. 
That may be looked into becawe he 
also gives a reference to what was 
then happening. Some of them may 
be exaggerated, I do conceive. The 
instances give us the method by 
which evasion is taking place-by big 
business or by big people in thi8 
coun.try. 

Therefore, I would 1.i5e to make 
eerta:in suggestions. U 'I had the time 
I would have gone through the Bill 
itself and said which amendment 
should come in which particular 
clause. I would like to mention half 
a dozen methods by which the amend-
ments Carrying the spirit which will 
help in plugging these loopholes may 
be made. 

Remodel the administrative machi-
nery and see that the officials do not 
adopt an attitude of, 'none of my 
concern', or 'go slow' or 'take no 
notice when the matter has not been 
settled for even 4 or 5 years'. This 
is the first point, because the admi-
nistratiVe machinery also comes in. 

The next thing is when such matters 
have been brought to the notice and 
if tax evaders have been brought to 
book, such officer may be mentioned 
and it is those persons who should 
be eligible for any kind of honours-
[rom the highest-in the country. 

I remember in the early thirt;es one 
Income-tax officer in Madras-the 
place is Karaikudi-made a revealing 
statement. He said that the richest 
man in South India was going scot 
free. This particular big businessman 
had interests in Malaya, Burma, 
Ceylon and he was also doing a lot 
of business in Madras State. Then, 
he had his bank 'accounts in the old 
Princely States. Although the tran-
sactions were in millions--if an ordi-
nary persOn had to pay Rs. 100 or 
Rs. 1,000 this man would have to pay 
Or would have to be assessed at 
several hundred thousands-he was 
going scot free. He detected that; 
and he rose to a very high position 
and he has now retired. 'In this way, 
if a particular official is able to 
detect, by prompt action, such evader 
or such a manner of evasion, he 
should be honoured. 

I remember-although it was meant 
for children-Swift said that if a 
man was found to be an honest man, 
he was taken round the streets and 
the public told that he was an honest 
man. This happened in Liliput. So, 
here also, in addition to makin, an 
example of those people who are 
evaderlf.-and rightly ISo-thOSe ofB-
cers who are able to bring to boot 
without fear Or favour such evaden 
must also be honoured in this c:oun-
try. 

The existin, penalties, the penaIU. 
whfcll are provided, are not only Dot 
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adequate but those penalties are not 
being utilised properly. There is the 
que;:;tion of jail going. I think Tyagi 
Committee Report also said that there 
must be deterrent puni;:;hments. In this 
book also he has suggested that 
abettors should be punished. Abettors 
do not mean ordinary clerks and 
other;:;. There are other people who 
abet ~  things. They should also 
be brought to book. I find that my 
time is almost over and I shall finish 
my speech soon. The hon. Minister 
has stated how the Act in its present 
form came into existence in the year 
1922. Since 1939, we haVe had several 
amendments; 'I think their number is 
40 or 43. The Law Commission has 
also made some pertinent remarks 
and even though there is a repetition 
I want to "Say this. Some hon. Mem-
bers who have studied the report of 
the Law Commission as well as the 
reports of Income-tax Investigation 
Commission and the Direct Taxes En_ 
quiry Committee have referred to 
this; they could have even suggested 
certain modifications to the various 
clauses in the Bill. 

14 brs. 

Though this Bill is welcome in its 
present form with all its defects, what 
is required is some drastic change in 
the taxation structure. The Law 
Commi'ssion has· stated: 

"We would like to say at the 
outset that there could be no real 
simplification of income-tax law 
without simplification of the tax 
structure. As this was beyond 
the purview of our work, our 
task of simplification has been 
greatly hampered." 

All that we ask for is tMs. The Bill 
is there. Go through it clause by 
clause and if you think that a modi-
fication is necessary, it should be 
modified. The Law Commission could 
have modifted it but its terms of re-
ference were so narrow that they 
could. not· do it; they have ~ .. im-
plication said that the time baa come 

when the tax structure must be al-
tered, They say that in many of the 
progressive countries tax structure 
has been altered. Unless that is 
done, it will be of not much avail. 

Another suggestion has a130 been 
made by Shri Sen Gupta-I do not 
want to quote a5 my time is up-to 
the effect that the assessment must 
be by one agency where different 
taxes are imposed. When we go into 
the accounts of a person 'and go. 
through the rigmarole, let it be gone 
through once thoroughly by one 
agency, ·so much so there must not 
be repetition. 'It will also then be 
easy to find out the way in which a 
particular person is keeping the 
accounts and is avoiding the payment 
of tax. My friend here says that the 
same officer does it. Although the 
same officer does it, I would like to 
know if the procedure has not been 
simplified. The procedure may be 
simplified because a member of the 
Law Commission has taken pains to 
say that the matter should be con-
sidered and improvements should be 
made both for helping the assessee 
and also for helping the Ex chequer. 

Shri BaIasaheb Patil (Miraj): Mr. 
Deputy Speaker, just now it was 
stated and also supported by quota-
tions that We should simplify the law 
and also simplify the structure of 
the taxation. The Bill is before us. 
Though there are certain modifica-
tions, they do not go to the root of 
the tax structure. Just now my hon. 
friend has said that the time has 
come when we have to revise this type 
of structure. it is an old system 
which has continued through all these 
years and we are taxing in some pro-
portions the incomes and profits and 
gains that are kept by the individuals, 
firms and companies. Due to the two 
World Wars and many changes in eco-
nomic affairs, the ways of earning 
money have changed. A straight and 
honest worker is not earning nOW-
a-days a big income. But the persolUl 
who do blackmarketin, aDd aclGpt 
other means for avoiding taxatiOID are 
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-earning money and they 'are becom-
ing richer. 

AD Bon. Member: They alone can 
become rich. 

Shrl Balasaheb Patil: People in the 
Government do not suggest some ways 
to abol:sh this bad system of getting 
money. The Government should now 
seriously think about the tax structure 
and of ways and means of checking 
the evasion of tax so that we can use 
the money for the good of the people .. 

The intention of the Government 
was to simplify the existing law. The 
eXisting Income-tax Act is difficult to 
understand even for a leillli practi-
tioner. The sections are long and com-
plicated. There is no system of arran-
gement of chaplers. Therefore, it has 
become the monopoly of certain 
income-tax practitioners who practise 
in that branch of law. The income-
tax practitioners, with the help of 
othe, persons and especially persons 
who were administering the income-
tax law, used to give advice to the 
·assessees to evaoe and avoid the taxE's. 
That is the experience of the past 
years. Even though the Law Com-
mission and the drafters of this Bill 
have tried to simplify it, there are 
certain defective clauses here. To 
start with, the ve"y definition of agri-
·cultural income is no definiiion at all. 
It is some sort of a description brought 
together and therefore the Select Com_ 
mittee must try to simplify the law 
so that laymen can understand the 
provisions and the.v need not go to 
the legal practitioners in that branch 
of law. 

The most impo:-tant thing in the 
administration of this law is that 
there are certain forms. For instan-
~  firstly, there is the form of return 
to be  fined by ~ assessees. There 
are certain appl:cations to be made 
b" firms ·and companies and soc:eties. 
All the:;;e forms, applications and cer-
tifica'es are not simple. There are so 
many columns and an ordinary 
person does not understand all the 
implicat:ons of thc'Je columnS. The 
income_tax authorities view the 
matter sO technically tbat even 

though there is some small mistake 
here or there, they will penalise the 
person, without looking to the spirit 
of the Act, nor do they look to the 
convenience of the assessee or take 
into consideratiOn t.he ignorance of 
the people who are going to fill it. 
They will find some fault for nothing. 
'Ihere are many such instances quoted 
in the report of the Law Commission. 
Where an application is given by a 
firm for a registration certificate, that 
applicatiOn is rejectf!d for some formal 
defect. It has also been suggested by 
the Law Commission that this sort of 
mental outlook should not be there 
with the administering authorities; 
they mould lOoIt to the spirit ot: the 
!aw and help the persons. They 
should help the persons who want to 
fill all the forms :0 that they can get 
whatever information is necessary in 
I)rder to get the tax. 

Furthermore, the principle of the 
tax is also to be (,onsidered. So far 
as the principle of. the  tax is con-
cerned, there are some prOVISions 
which were referred to by my learned 
friend Shri Rmn Krishan Gupta to 
the effect that no tax has been levied 
on privy r ~. This principle is 
not good at all. The first thing is, 
nearly more than Rs. 5 crores are paid 
to the princes. EVEn though we want 
to give sanctity to the agreements that 
were concluded between the princes 
lind the Government of India in 1947 
or thereabouts, at the same time, this 
~  of payinq-the pr:vy purse3 is 
not a good thing. Yet, at the same 
time, if it is to be continued, income-
tax must be charged on them. There 
is no need or v!)lid reason why this 
should be exempt from income_tax. 
Especially when this is unearned 
money. no exemption is needed for it. 
lt is the history and tradition that 
give sanct'ty to it. But there is no 
n'ason why, though history and tra-
tiHion have giveJI sanctity to it, it 
tlhould be income· tax free. There-
fore, the Joint Committee should 
tjlmk over this r.1l1tter and see that 
income-tax is levlc.! on privy purses. 

The next thing IS about the int'ome 
earned by trusts and charitable insti-
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tutions by runn ~  some business. 
Though there are some restrictions 
now placed by this Act, one thing may 
be considered by lhc Joint Committee. 
Whenever any ir.stJtution, maybe a 
rharitable or a public trust, run3 a 
business or carri'l!s em a profession, and 
if it gets a profit out of that, by the 
'Yery principle underlying this mea-
sure, it should be taxed to the last 
pIe. ![ know some of the institutions 
which are trusts m name only. They 
have big houses and they lease th.em 
out and get large amounts. The 
amounts go on lDcreasing and they 
are used for a parficular community 
0:::' section of the community or some 
c.ther persons who have created those 
ttusts. If this thL'1g is to be conti-
nued, it would I1et benefit the society 
at large but wO'-tld benefit only a 
small section and that would be free 
of tax. The Joint Committee should 
l l~  think over i~ and find out a 
wey in which ~ r c r and morp 
slringent provision3 may be applied in 
the case of income that is earned by 
trusts by following some profession. 

Then there were many remarks 
made about tax l'vasion or avoidance 
'Jf tax and that tax is not collected 
by the Government. At one 
end, there are pt'rf:ons who carryon 
business, and they are very clever 
pt'rsons. At the other end, there is 
the income_tax department Or the re-
covery department. Then there are 
the lowest officers and on top are the 
appellate tribunal nnd the Central 
Board of Revenue. In between these 
two there is the legal practitioner. 
These three together find out a way 
to evade tax, and 10 there can be 
evasion. The traders and other in-
tellectual heads find out a way that 
the income should not be disclO'sed! 
The third thing is, the income-tax de-
partment or the recovery department 
itself does not take necessary steps 
either to assess promptly Or to collect 
the tax promptly or to recover it very 
diligently. 

I know some cases. There was a 
big company which went into liqui-
dation. After all the assets were sold 

by public auction, there came a notice 
from the income-tax department that 
so much money by way of tax was. 
due and ought to be recovered from 
that company. Everything was sold 
and at the last stage, after a few 
years, the income-tax department was 
alert and came forward and sent the 
certificate to the collector. If this type 
of thing is going on, naturally the in-
telligent persons wh(\ are engaged in 
big professions and in big business, 
big merohants and others, persons 
employed in big companies, share-
holders and managing directors, can 
get advantage of such things and they 
can find out a way to avoid payment 
of taxes. 

There is some suggestion in the re-
port of the Direct Taxes Administra-
tion Enquiry Committee in regard to 
the psychological aspect-that the 
people should be trained not to evade 
paying of taxes, and sO on. There is 
a further suggestion made by this 
Committee to the cffect that education 
must be impartcd to the people in 
order to make them realise that it is 
thcir duty to the nation to pay the 
taxes. I can understand that much. 
But the people who are now evad-
ing taxes are not the people who can 
be educated. A man who is asleep 
can be awakened, but a person who 
pretends to sleep cannot be awaken-
ed. There are persons who know 
fully well that they are earning huge 
amounts of money and at the same 
time they want to evade taxes. This 
situation cannot be remedied by a 
psychological or educational effort. 
Therefore, some drastic steps must be 
taken in this regard. 

The income-tax department as 
well as the Government, with their 
huge machinery of so many depart-
ments, know who gets or earns money 
and who builds new buildings, who 
builds new business empires, etc. The 
Government knows at the same 
time-especially the party in power-
that some things are done with a view 
to Or with same aim. to get monel' 
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at the time of the election, and they 
are not taking care to check all 
these things and get at least whatever 
is due under the Income-tax Act. It is 
no use making a stringent law of 
punishment. If a theif is caught and 
brought before the court, only when 
his guilt is proved he is punished. 
But if he steals and escapes, he is not 
caught and not brought before the 
court. Even if he is brought before 
the court, no evidence is forthcoming 
and so he cannot be convicted. Even 
though the law is very stringent, and 
even though the man who has stolen 
must go to the prison, the guilt must 
be proved. Therefore, while we make 
the law and prescribe heavy punish-
ments for evaders and tax.avoiders, 
at the same time, the Government 
must take full and adequate steps to 
bring before the court evidance of 
cases in which the really guilty 
persons are punished. That is the 
first and foremost duty of the Gov-
ernment and the Government is 
failing i'n ~ duty. It shou'd take 
every care to find out all cases and 
to see that the guilty persons are 
punished. 

So far as the administrative matters 
in relation to the income-tax depart. 
ment is concerned, the Law Commis-
sion has made some fine suggestions. 
There is a suggestion that the Central 
Board of Revenue should be vested 
with judicial powers. The Law Com. 
mission says in that respect that not 
only justice should be done but 
justice should appear to be done, and 
the head of the department which ad-
ministers or which has in its hands 
so many authorities who assess the 
income-tax should not be given the 
judicial powers. In this respect I 
may suggest that, at the bottom, as 
soon as the income_tax officer assesses 
the income-tax, his duty finishes, and 
there must be a separate machinery to 
render justice as between the income-
tax officer and the assessee. The 
appellate body and the tribunal must 
be scrapped and some other sort of 
court must be opened so that the 
grievances of the assessees may be 
brought forward to that court and 
justice done by that court. Even 

though the Law Commission has made 
some suggestions to take away the 
appellate tribunal, it has given very 
fine reasons tor that. Especially on 
Page 48, the Law ~ i  hav& 
stated: 

"Weare constrained to observe 
that men of the requisite calibl'e 
and independence are not being 
recruited for discharging so heavy 
a responsibility as that of 
final fact-finding authority under 
1he new pattern of taxation. There 
are many complaints that the dis-
posal of appeals by the Appellate 
Tribunal is very un'satisfactory 
for a variety of reasons. Often. 
the jud:cial and independent 
approach which is necessary in 
the final fact.finding au-
thority, is not displayed 
by the Tribunal. In several cases 
the determination of complicated 
questions of fact and law is done 
in a very perfunctory manner. 
Very often, the Tribuna) does not 
clearly record its findings of fact 
or its reasons for arriving at its 
findings." 

Furthermore, the Law Commission 
have 'also cited passages after ~ 

sages from so many High Court cases 
in which the High Court has come 
to the conclusion that even though 
this appellate tribunal is the final 
fact-finding authority, at the same 
time, it has failed in its duty. So. 
many cases are remanded. 

The Law Commission have also 
given a chart of how many cases have 
been decided, what expenditure has 
been incurred by the appellate tribu-
nal and they have finally suggested' 
that this matter, which is settled by 
the appellate tribunal. should be 
given to the High Courts and some 
more HiJh ~ r  Judges may be· 
appointed in that respect. The Law 
Commission have also given the finan-
cial burden tha t will fall upon the 
Government and how it has to be· 
met out of the fees that are to be re-
covered from the appeals that ar8! 
pending before these tribunals. 
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When the hon. Finance Minister was 
speaking yesterday, I was hearing 
him patiently, expecting that he 
would give some explanation as to 
why he has kept the appellate tribu-
nal, but there was no explanation 
· ·whatsoever. Therefore, I suggest 
that the Select Committee may go into 
· this question of keeping the appellate 
tribunal as it is or scrapping it and 
conferring those powers on the High 
'Courts, becaUSe that is very necessary 
in the interests of jlJStice. 

One further point about justice is 
this. If the tax is not paid within a 
time, then thE'! authority would pen-
alise the person up to the amount of 
-the tax which was payable. But we 
"flnd that in so many cases, if the lower 
authority charges large amounts, thE' 
appeUate authority charges a norm ina) 
· amount. It is all discretionary. TheTe-
fore, in order to get out of this, there 
is a sugf(estion by the committee 
tha.t in this respect instead of 
levying a penalty on the daefulters, 
. some sort of interest may be charged 
on the money that was payablE' to the 
'Government earlier. That suggestion 
may be embodied in this Bill. 
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COMMITTEE ON PRIVATE MJ:I(-
BERS' BILLS AND RESOLUTIONS 

EIGHTY-FOURTH ftuoRT 

Shri Balasaheb Patll: I beg to move: 

''Thai this House agrees with the 
Eighty-fourth Report of the Com-
mittee on Private Members' BUlB 
and ResolutJons presented to the 
House on the 28th April, 1961". 

Mr, Deputy-Speaker: Th€.· ~ i  

is: 

"That this House agre('s with the 
Eighty-fourth Report of the Com-
mittee on Private Memb<-rs' Bills 
and Resolutions l ~  to the 
HOllse on th(· 26th Apl·it. 1961." 

The motion was adopted. 

RESOLUTION RE: BUDDHIST 
CONVERTS---contd. 

Mr. Deputy-Speaker: Th(' Howe 
will now resume further discuSilion on 
the lk'Solution moved by Shl'i D. A. 
Katti on the 14th April, 1961 regard-
ing Buddhist converts. Out of 2 hours 
allotted for the dis('\JlIsion on this 
Resolution, 1 hour ond 15 minul.el 
have already been tok(!O. Shri Shrt.'e 
Narayan Du may ('ontinup his I ~ . 

Shri B, K. GaUund (Nasik): Sir, 
before We start the discussion on this 
Resolution, may I request that a:. the 
fteosolution ill an important Dne, the 
time may kindly be ~ 




