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Direct Taxes Adminis-

15.02 hrs. 

MOTION RE: REPORT OF DIRECT 
TAXES ADMINISTRATION EN-

QUIRY COMMITTEE 

Shri S. M. Banerjee (Kanpur): Sir, 
1 beg to move: 

"That this House takes note of 
the Report of the Direct Taxes 
Administration Enquiry Commit-
tee, 1958-59 and the memorandum 
of dissent, comments, and recom-
mendations by Shri G. P. Kapadia 
.em the Report, laid on the Table 
of the House on the 21st Decem-
ber, 1959 and the statement of the 
Finance Minister on the more 
important recommendations of 
the Enquiry Committee, laid on 
~he Table of (he House on the 9th 
September, 1960." 
Mr. Deputy-Speaker, Sir, have 

before me the report of the Direct 
'Taxes Administration Enquiry Com-
mittee. We remember that this parti-
eular committee was appointed with a 
view to plug loopholes in our present 
system of collecting taxes and also to 
consider the various recommendations 
()f the Taxation Inquiry Commission 
and also the observations made by 
Prof. Kaldor when he was here. 

The Committee has made 367 re-
commendations; 205 have been 
accepted by Government and 59 are 
of a general nature. And, according 
to the observations made bv the hon. 
Finance Minister they do not warrant 
any attention. And, it is also said 
that a comprehensive legislation ill 
likely to be introduced in this House 
for plugging the loopholes in the pre-
sent Act. 

This is what the Committee savs on 
page 288, under Evasion and Avoi-
dance, that the quantum of tax eva-
sion, though undoubtedly high, is not 
of the same magnitude indicated by 
Prof. Kaldor in his report. Accord-
ing to Prof. Kaldor the evasion was 
to the tune of nearly Rs. 200 crorel. 
And, this particular committee haa 
stated that the magnitude is not so 
much. But Prof. Kaldor had some 
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basis to make this statement. I 
want to know from the hon. Minisler 
whether this Committee also tried to 
find out what was the actual or near-
bout amount of evasion. I would 
refer to some paragraphs from Prof. 
Kaldor's Report. I personally feel 
that these tax-dodgers who evade 
taxes also are safeguarded-their in-
terests are safeguarded-by the ruIin, 
party. This has not been said so in 
so many plain words. But it you 
kindly refer to page 10 of Indian Tax 
Reform, Report Of a Survey, by 
Nicholas Kaldor, yOU will find that it 
says: 

"Neither in the case of cour.trie5 
like the United Kingdom or the 
United States of America, ner in 
the case of India is largfi" ~cale 
tax avoidance and evasion an in-
eludable consequence of human 
or administrative imperfections or 
folly, or of the private enterprise 
system, Or any other ineradicable 
feature of society. The factor 
which has SO far prevented the 
establishment of an effective sys-
tem of taxation on profi! s and 
capital in the Western Demo~ra­
cies or in India is the opposition 
of vested interests, not the 'tech-
nical' impossibility of devising an 
equitable and foolproof system." 

Then, on page 11 it rays: 
"As Henry Simons said beiorl'! 

the War the whole procedure 
smacks of a 'subtle kind of moral 
and intellectual dishonesty.' 'One 
senses here a grand scheme of 
deception whereby enormou~ sur-
taxes are voted in exchang~ tor 
promises that thev will not be 
made effective. Thus the politi-
cians may point with pride to the 
rates, while quietly reminding 
their wealthy constituents ot the 
loopholes.' .. 
So, Prot. Kaldor has madt' these 

observations. Whereas in this House 
we pass legislation and enact laWII, 
the ruling party-it may be th:s rul-
in, party or m., otn&r-uo auur .. 
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its constituents who are the a~SE.lISeeti 
that they may make apparently pro-
cressive le;:islation to establilh their 
desire to have socialism, but th.>.v will 
leave somE' loopholes by whlch the 
assessees can alwavs avoid or evade 
taxation. So, this is a clear c ... 
whe~ Government has to tak~ a deri-
lion, and a firm decision, to plug the 
loopholes. 

I would refer to some fi2urC9 of 
effective arrears of income-tax. It 
will be difficult for me-or it will 
take more time of the House-if I 
read :t State-wise. I definitely feel that 
some amount has been recovered. The 
effective arrears on the 31s~ March, 
1959 was Rs. 152,36 lakhs; and now 
the efrecti "e arrears on 31st March, 
1960 is Rs. 133,61 Jakhs. 

I put a ques:ion ir.. this Hnll.c to-
day, which was answerefl in the 
written answer, that the total effective 
arrears of income-tax, sales tax and 
gif s tax as On 1st Octobe!'. l~GO in 
U.P. bv the Finance Minist,,!,. Tt says 
that. the total effecti'Je ane.s are 
Rs. 566,73,1)00. I also wanted to know 
since how long this (luts andin;, was 
there and the reply was that this in-
form3.Lion is being collected. I do not 
know what was being col'ecte'i Wren 
the)· could know this total amount, I 
could also have been told fro." wh:ch 
date they are outstanding. My infor-
mation is that right from 1341 after 
independence, this arn~unt or a good 
porion of it is outsta ... ding. I would 
like to know the details of it and al50 
what we are doing. 

My attenti0n was d,awn tn various 
Press comments. It was said that in 
our coun ry names w,)1)ld bt! annQunc-
ed and people would be expoded. We 
welcome that amend'ng Bill wi'en it 
came before the House. But, what 
will be the punishment? Will any pro-
aecution be there or not. I would 
quote from Hindtntan Times, dated 
the 2nd December, 1959. It says: 

"Though the existing law pre-
videa for prosecution and punish-

ment of tax evader. not 'lne pro-
secution has been launched sine .. 
independence. In the IT'!ited 
Kingdom every yea,' at least one 
or two Nil tax evadel"S ar.! ,,'nt 
to jail and along with them audi-
tors who abet such evasion. Thi£ 
acts as a deterrent." 

I would also quote ff): your infor-
mation some cases floom the bouk 
called One Hundredth Report of the 
Commiasioners of Her Ma;esty'~ 
Inland Revenue for the "ear ended 
31st March, 1957. 

Criminal Proceedings in 19M-57:-

CIa .. of case 
ax Fraud. 

Number of Per 'On' 
Prosecuted Convicted 

False Claims 
P.A.Y.E. frauds (I) 

(2) 
Post-war credit frauds 

IS 
3 1 

S 
3 

14 
3 1 

3 

Total 59 57 

This is what happens in that coun-
try. When a man is prosecuted, when 
a tax-evader is prosecuted, he is aJso 
assured of conviction. But, here, there 
is no conviction. People know that 
they go on merrily like this. Since 
the 15th of August, 1947, how many 
tax-evaders and anli-social elements 
have been convicted because they 
defrauded: the country by not paying 
the taxes due from them? Till the 1st 
of November, 1960 how many people 
have been convicted for this offence! 
The hon. Minister may enlighten us so 
that I may go out and say that it u 
incorrect to say that nobody has been 
convicted. Such people had been con-
victed. 

I am happy that the Government en-
acted a pro~essive legislation that 
they would expose those who evaded 
taxes. There was terrible resistance 
from the capitalists and I shall read 
certain paMales from Commerce of 
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-4<th June, 1960, when the amendment 
was introduced in this House. 

"Bearing in mind the eonditions 
prevailing in our country today, it 
is hig'hly probable that house-
breakers and turglars may apply 
for a taxpayer's assessment to find 
out the posiLon regarding his in-
come, jewellery and other forms of 
wealth". 

The action of the Government was 
compared to burglary! Not only that. 
They wanted that impossible con-
ditions should be imposed. They say: 

"If, however, the Government is 
determined to enact this utterly 
useless and mischievous legislation, 
the fol'owing safeguards should be 
provided to an assessee against 
would-be blackmailers and finan-
cial peeping Toms: 

1. The fee for the application 
should be very still' and in no case 
should it be less than Rs. 1,000 .... 

5. Every applicant should be re-
~uired to give an undertaking that 
he shall not reveal to any other 
perSOn the information obtained 
by him in pursuance of his appli-
cation and a breach of this under-
taking should be made penal-All 
rights reserved." 

You can imagine the terrible pres-
sure from the capitalists so that this 
Bill could not come before the House. 
They say further: 

"In keeping with the general 
policy of the Congress Govern-
ments to pass legislation which 
may often result in giving maxi-
mum benefit to anti-social ele-
ments and at the same time cause 
maximum harassment to the 
law-abiding public, the Govern-
ment is sponsoring the Taxation 
Laws (Amending) Bi'!, 1960, 
which provides, inter alia, for com-
munication to any member of the 
public, on the payment of a speci-

J:nquil"1/ Committe.. 
lied fee, the amount of income 
wealth, e:c. declared by a perso~ 
in his return. Apart from the fact 
that the provision violates the 
elementary principle in a demo-
cracy of the secrecy of the 
ci tizens' returns, there is not one 
sound reason for putting it on the 
statute book." 

I must congratulate the hon. Minis-
ter for bringing that Bill. But apiJa 
there is a provision for withholdine 
the names in certain cases. When the 
Bill came before this House, I oppos-
ed it and I am still opposed to it. 
That particular provision should not 
have been brought in that Bill. 

The Direct Taxes Administration 
Enquiry Committee report, which wa. 
accepted in. principle, suggested cer-
tain measures for arousing the public 
conscience against tax evasion. It 
IIIlYS: 

''People should be I!!ducated with 
regard to the real object of the 
collection of direct taxes, through 
press, radio and IIlms. 

(ii) Steps should be taken to 
con vince the taxpayers that the 
money collected through taxes is 
not spent wastefully but put to 
proper use. 

(iii) No official patronage or re-
cognition or awards should be 
given to persons who have been 
penalised for concealment Or in 
whose case pcosecution proceed-
ings have been taken. Such a 
person shou'd not be allowed to 
become a member of any Com-
mittee or Commission appointl!!c1 
by the Government." 

There are recommendations which 
have been accepted by the Govern-
ment in principle. What positive 
steps have been taken to implement 
the recommendations accepted by the 
Government in principle? Have they 
taken any steps to arouse social con-
science and create public opinion 
against these anti-social elements! I 
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am sorry to use the word 'anti-social' 
but 1 have to use this because these 
tax dodgers are doing something bad 
to the country. 1 am hopeful that 
some comprehensive legislation will 
come before this House. 

Then, there was a rather non-coIl-
troversial recommendation that the 
Government should take a policy de-
cision so as to prevent the officers of 
the Department, who leave Govern-
ment service prematurely for joining 
private emp~oyment. Unfortunately, 
the Government has not accepted this 
recommendation. While the other Bill 
was being discussed, my hon. friend 
Shri Prabhat Kar quoted instances 
where Commissioners and other res-
ponsible officers of the Income-tax 
Department retired, normally or pre-
maturely, joined some private firms 
and with their influence in the depart-
ment they were able to manage and 
do things which were not to the best 
interests of the country. 1 have also 
known certain cases where officers on 
the verge of retirement kept the case 
pending till they retired and they 
managed, after joining the concerned 
firm after their retirement, to get some 
favours from the department for that 
particular firm. 

The powers of the income-tax de-
partment should be increased. There 
was another suggestion made by Prof. 
Kaldor which was not acceptable to 
the Tyagi Commission comprehensive 
returns. The Chairman of that Com-
mission is here and I want to know 
why comprehensive returns are not 
possible in our country. Why was 
this recommendation rejected by them? 
I would like to know. 

We shou'd be able to get more in-
come-tax. There is tax evasion. How 
else people who sav that they are 
paying income-tax to the extent of BO, 
BS Or 90 per cent. are becoming mill-
ionaires and multi-millionaires? To-
day a question was asked here: how 
many crorepathis are there in India? 
Do they pay their taxes? I am not 

Taxes Administration 
Enquirl/ Committee 

so well versed in economics. am 
neither a Professor nor a good student 
of economics. It confuses me as to 
how these people who pay their taxes 
so generously are becoming richer and 
richer. The juggleries of income-tax 
rules and Act puzzle even the Chair-
man of the Commission as he said 
when certain people appeared before 
him to tender evidence. My sugges-
tion is that certain drastic action is 
necessary to plug the loophole. The 
comprehensive legislation should be 
brought as early as possible. The 
suggestions of Prof. Kaldor about 
comprehensi ve return and so On should 
be accepted. The cumbersome me-
thods should be simplified so that peo-
ple may know what is what. 

also request the hon. Minister to 
throw some light on those other re-
commendations which have not been 
accepted. 

Mr. Deputy-Speaker: Motion moved: 

"That this House takes note of 
the Report of the Direct Taxes 
Administration Enquiry Com-
mittee, 1958-59 and the memoran-
dum of dissent, comments, and 
recommendations by Shri G. P. 
Kapadia on the Report, laid on the 
Table of the House on the 21st 
December, 1959 and the statement 
of the Finance Minister on the 
more important recommendations 
of the Enquiry Committee, laid 
on the Table of the House on the 
9th September, 1960." 

We had two hours a ~lotted for thiS' 
discussion out of which 20 minutes 
have already been taken. Can I know 
the approximate time that the hon. 
Minister would require for his reply? 

The Minister of Revenue and Civil 
Expenditure (Dr. B. Gopala Reddl): 
About 30 minute •. 

Mr. Deputy-Speaker: That meaDS' 
we have one hour left. There are 
about eight names already with me 
and perhaps there might be one or 
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two others also who would like to 
speak on this. 

Sbri Nausbir Bbarocba (East Khan-
desh): Sir, since this is an extremely 
important matter and the Committee 
has taken such enormous trouble of 
making recommendations on every 
aspect of the administration of direct 
taxes, may I request that the time 
should be extended? This is not a 
matter on which anybody can speak 
and conclude in ten minutes. In ten 
minutes one can hardly touch the 
fringe of an administrative problem. 
This is a matter on which the Govern-
ment should have brought its own 
motion. May T, therefore, request that 
the time should be extended? 

Mr. Deputy-Speaker: Even if I give 
ten minutes to each hon. Member I 
wi:! not be able to accommodate all. 

Shri Tyagi (Dehra Dun): Sir, with 
a view to have a fair discussion on 
the subject may I request you to ask 
the Government to put on the Table 
of the House a statement showing all 
the other recommendations that they 
have in the meantime accepted? There 
are certain recommendations which do 
not need any change of ihe law. They 
can be given effect to by Government 
orders. A statement showing that 
should also be made available so that 
this House will be in a position to 
know to what extent the Government 
have proceeded in the matter. 

Mr. Deputy-Speaker: If it is avail-
able that might be done. I am now 
fixing the time. How can we extend 
it? Should we decide to sit later 
today? 

Shrl Naushir Bbarocba: Certainly 
not. My submission is ..... . 

Mr. Deputy-Speaker: There is no 
other remedy. Government business 
might have been put for the next day. 
How can I take away the time from 
o~her business. Because this is a pri-
vate motion ordinarily we give two 
hours only. 

T=eB Administration 
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Shri Naushir Bbarucba: My sub-
mission is that the Government should 
accommodate and give some time for 
this. I think that can be done. 

Mr. Deputy-Speaker: The only re-
medy that appears to me is that we 
might sit for more time today, sit late 
after 5. If the House agrees I have no 
objection. 

Sbri Warior (Trichur): That would 
not help much. Even if we sit late we 
will get only one more hours. The 
.-hole difficulty is that the Govern-
ment did not bring this motion them-
selves. 

Mr. Deputy-Speaker: That is my 
difficulty also. If the Government had 
brought the motion there would have 
been longer time available. 

Shri Nausbir Bbarocba: Let the hon. 
Minister say what he proposes to do. 

Dr. B. Gopala Reddi: That is a 
matter for the Business Advisory Com-
mittee to decide, whether they want 
to give away some more time for this 
motion or not. 

Mr. Deputy-Speaker: All right. 
Shri Bharucha may now speak on 
this and take as little time as possi-
ble. 

Shri Naushir Bbarucba: I submit. 
Sir, that at least 15 minu ~es may be 
given to each hon. Member. 

Mr. Deputy-Speaker: All right, he 
might take 15 minutes. 

Shri Warior: If concessions begin in 
the beginning itself, in the end we 
will find ourselves in a difficult posi-
tion. 

Mr. Deputy-Speaker: Let us see-
what happens in the end. Let us start 
first-Shri Bharucha. 

Shrl Nausbir Bbaroeba: Mr. Deputy-
Speaker, Sir, a very voluminous rE>-
port whiCh deserves very careful con-
sideration has been placed before the 
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House for consideration. Though the 
terms of reference were restricted to 
the administrative organisation and 
.procedure necessary for implementinl: 
the integrated scheme of direct tax-
ation the Committee has made numer-
ous recommendations which go a 
little beyond their terms of reference, 
if I may say so, and has on the whole 
given a lead in the right direction. 
Now it remains up to the Government 
to implement at an early date such of 
the recommendations as can be im-
plemented without any alteration of 
the law. 

However, I must confess that after 
going through the recommendation» 
<:!ontained in this report an overall 
impression left On one's mind is that 
while it will definitely make for some 
improvement in the administration, I 
am afraid any spectacular improve-
ment in the administration of direct 
taxes and its machinery has to bt! rul-
ed out. 

The Committee has touched upon 
a number of important aspects of th.., 
problem and I can only deal with 
perhaps, at best, four or fiv.., of these. 
One relates to simplification of tax 
~alculation. I am not quite in agree-
ment with the Committee's recom-
mendation that simplification of tax 
calculation can be achieved if the 
basic grades of income-tax are in-
-corporated in the statute itself and 
surcharges are varied through the 
Finance Act. I do not know how it 
will make for simpler calculations. I 
"do like a couple of recommendation. 
made in this connection by the Com-
mittee, namely, that whenever the 

"Government desire to make altera-
tions in the basic structure of any 
tax, particularly the rates, then they 
must introduce a separate Bill so 
that the Parliament can focus its at-
tention on the particular probTem. and 
the principles underlying that parti-
cular Bill. I also agree with the 
view that the return forms require 
"be very considerably simplified. Nor-
mally, I suppose, no other person than 
:perhaps a lawyer or an extremely 
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good businessman would be able .. 
understand the various details that 
are required to be filled in an income-
tax form. 

Sir, allied to this problem of sim-
plification of tax calculation are other 
questions which the Committee hu 
done well in looking into. It is con-
ceivable that we cannot agree with 
all the conclusions reached by the 
Committee, but the Committee hal 
applied its mind carefully to thiI 
subject. These include, first, the 
suggestion that the expression "in-
com.., and expenditure" should be de-
fined. They also relate to the me-
thod of calculating depreciation, the 
procedure for allowing development 
rebate, methods of calculation of 
speculation loss, taxation of charit-
able trusts etc., and I propose t. 
examine a few of them. 

I am of the view that, when the 
Committee has said that there is no 
need to give an all-embracing defini-
tion of the expression "income", it 
has been done in the case of other 
coun tries and perhaps if an ail-com-
prehensive definition were attempted 
a great deal of misunderstanding at-
taching to this expression, which i. 
a fundamental expression on which 
the entire Income-tax Act is based, 
might perhaps be eliminated and it 
might also make for a simpler admi-
nistration of the Act. I am also aware 
of the fact that it is not possible in 
a similar manner to define "expenses". 
It would mean really defining expens-
es admissible for purposes of direct 
taxes. But it should not be presum-
ed that expenditure which is admissi-
ble for purposes of a particular Act 
has not been defined. In the Electri-
city (Supp;y) Act of 1948 the admis-
sible expenditure--that is, expendi-
ture 'properly incurred'-has been 
defined by enumerating a number of 
items of expenditure pertaining to 
that particular industry. I am not. 
however, in favour of attempting to 
define "expenditure" for the simple 
reason that what could be done In 
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the case of one industry may not 
be possible in the case of numerous 
other industries. However, I do not 
agree with the recommendation of the 
Committee that no attempt be made 
to give an all-embracing definition to 
the expression "income". 

Coming to the question of depre-
ciation, the Committee has made cer-
tain recommendations which I think 
would make for simpler calculation 
of depreciation. The first recommen-
dation is that the basic fact, namely, 
that written-down value of an asset 
should be taken as the basis tor de-
preciation, should continue. I think 
that is a sound principle. Business-
men and various industrial organisa-
tions have been accustomed to this 
and it should be maintained. But 
the Committee suggests that the me-
thod of calculating depreciation 
should be that wherever an asset has 
been used for six months or more in 
the course of the year full deprecia-
tiOn should be allowed, if it has been 
used fOr a period between one month 
and six months then half the depre-
ciation should be allowed and no de-
preciation should be allowed if it has 
been used for a period less than one 
month. I think some sort of such 
rough and ready adjustment should 
be made because it eliminates a very 
considerable amount of work on the 
part of the assessing officer calculat-
ing for how long a particular asset 
has been used and I think the Gov-
ernment will pay attention to this 
particular recommendation. 

The Committee has also suggested 
that for depreciation under section 
10(2) (vii) fnachinery, p'ant and other 
things are included but not furniture 
and that furniture should also be in-
cluded in that category. This is a 
~uggestion with which I fully agree. 

The Committee has applied its mind 
to a very' important aspect of depre-
ciation, namely, depreciation so far 
&s electri~ity supply companies are 
concerned. As the House is aware, 
the depreciation permissible under 
the Indian Income-tax Act is totally 
1410 (Ai) LS-7. 

different from depreciation permissi-
ble under the Electricity Supply Act, 
Schedule VI, clause 6. It is very 
necessary that the disadvantageous 
position in which the electricity sup-
ply industry is placed as a result of 
the differential type of depreciatillll. 
allowed to it under the Act should lie 
remedied, so that electricity supply 
companies will be enabled to provide 
appropriate reserves for purposes of 
depreciation. As the Act stands to-
day, its expenditure being regulated, 
the e:ectricity supply industry cannot 
set aside or create any reserve that 
it likes. So, I agree with the recom-
mendation made by the committee 
that an amendment of Electricity 
(Supply) Act, 1948 is necessary, be-
cause it is extremely important that 
useful utilities should be placed on a 
sound footing. The best way of 
amending the Electricity (Supply) 
Act, is to enable the companies to 
create separate reserves for purposes 
of depreciation. 

There are some useful recommen-
dations made in connection with deve-
lopment rebate. It has been observ-
ed that a condition precedent to deve-
lopment rebate is that no sale of the 
assets should take place within 10 
years. That limit should be reduced 
to 8 years. I am of the opinion that 
in theSe days of scientific advance 
where as a result of obsolescence 
some asset has depreciated rapidly, I 
think certain power should be left in 
the hands of either L~e Central Board 
of Revenue or any other authority to 
see that necessary adjustments iii 
Development Rebate allowances are 
made in connection with that. 

Coming to the taxation of charit-
able trusts, which has recently as-
sumed great importance, since up till 
now tax was being evaded by creat-
ing certain so-called charitable trusts.. 
Business was being carried on in the 
name of some charitable trust and 
those profits were not taxed. There 
wa< no careful scrutiny of the object. 
of the Trusts. Recently, since last 
year, the income-tax department has 
been put on alert in connection with 
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that and now the affairs of charit-
able trusts are being examined. 

I fully agree with the committee 
that exemption from tax under sec-
tion 4 (3) (1) should be restricted to 
those trusts which run business pri-
marily for the purpose of furthering 
the object of the trust. For instance, 
I have in mind educational trusts. If 
they run a school or run a printing 
press for the purpose of printing 
books for educational purposes, in 
that caSe the profits of such enter-
prises should not be taxed. Barring 
such Or similar cases, I am of the 
opinion that all the profits of the so-
called charitable trusts should be 
taxed and I am completely at one 
with the committee on that, particu-
larly when trusts are run outwardly 
in the name of charity, but inwardly 
intended for taking care of some 
families and relatives. I also fully 
agree with the recommendation that 
where a charitab~e trust has invested 
in shares in an enterprise in which 
the donor has a substantial interest, 
then also, barring a specified limit, 
the rest of the profits should be taxed. 

Important recommendations have 
been made by the committee in con-
nection with expediting the disposal 
of the assessment work. Some of 
the recommendations are really so 
good that I think the House should 
emphasise that the Government should 
carry out those recommendations. 
First recommendation is that the as-
sessment should be completed in the 
same assessment year and at any rate 
within not more than 2 years. I fail 
to uriderstand why there should be 
even 2 years' time. Why not within 
the same year? The clause regarding 
automatic filing of returns before 30th 
June requires to be carefully con-
sidered. I am of the opinion it should 
be done. I find in some cases when 
I ask for return forms to be sent to 
me, they are not sent fOr months to-
gether. Maybe the income-tax de-
partment is hard-pressed and does 
not bother about taxing a poor fry 
like me. 

Then, returns of small income-
groups should be normally accepted 
and checks should take place mce in 
four years only. Sir, every year I 
make a pilgrimage to the income-tax 
office. For 25 years, the poor income-
tax officer asks me one question; 
"Have you maintained accounts?" I 
produce a diary and he says, all 
right. Where is the necessity for this 
pilgrimage every year, particulariy in 
the case of small income-groups? 
The committee is right in saying that 
normally they should be accepted, 
without the assessee being called upon 
to produce books of accounts. Very 
often he has very little to produce by 
way of books. 

Another important recommendation 
is that assessment should be made 
within 30 days. Not only it should 
be made within 30 days, but if a re-
fund is due, along with the assess-
ment order. the refund cheque should 
be sent immediate~y. Why is it that 
the Government is SO quick in col-
lecting advance payment of taxes and 
why so lethargic in making payment 
of refund? The committee has said 
that in the matter of late payment of 
income-tax, 6 per cent should be 
charged. Make it 12 per cent; I will 
not be sorry, but also make it 12 per 
cent for Government's failure to pay 
the refund in time. Let both sides 
get equal justice. 

There are numerous other recom-
mendations regarding the disposal of 
refund applications on the very day 
of receipt. Only once in my life-
time I have got refund on the same 
day of application. I was surprised 
that in Calcutta and Ahmedabad this 
system in force. Why not in Bom-
bay? What has Bombay done? I think 
that is a sound recommendation 
which ought to be accepted. A'so. 
there are minor instructions which 
are of a useful character, viz., cur-
rency of refund order should be for 
3 months, because While We are out 
to strengthen the tax-gathering ma-
chinery, we should also be out to do 
some justice to the assessee. 
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With regard to the appellate struc-
ture, 1 must particularly emphasise 
that the recommendation made that 
the appellate assistant commiSSIOner 
should be transferred from the Cen-
tral Board of Revenue to the Minis-
try of Law is most important. The 
appellate commissioners must not be 
looking to the Central Board of Re-
venue for their promotion. There is 
a tendency rightly or wrongly, con-
sciously or unconsciously for appel-
late commissioners alwa~·s to b~k tel 
their promotion. So, it is very nnccs· 
sary that the Law Ministry should 
have control over them. 

Also, the suggestion that there 
should be 2 appellate commissioners 
under the Ministry of Law for exer-
cising administrative control over 
the appellate assistant commissioners 
is a welcome suggestion and I whole-
heartedly support it. 

I also support the idea of appel-
late tribunals being strengthened. 
We will have to continue the appel-
late tribuna's; there is no doubt about 
that. If a serving Judge of a High 
Court is made President and the tri-
bunal is strengthened either by spe-
cial benches or otherwise, I feel con-
siderable useful work could be done. 
I approve of the recommendation of 
the committee that the tribunal must 
not merely pass orders, but it must 
give detailed orders giving the rea-
sons, the findings on facts, stating 
the issues and the arguments involv-
ed and the conclusions reached. 

With regard to the matter of ex-
pediting appeals, which is an import-
ant matter, I think without strength-
ening the assistant appellate com-
missioners and the appei:ate tribu-
nals, by creating special benches for 
disposing of arrears of work nothing 
substantial can be achieved in this 
direction. 

There are various reasons for ac-
cumulation of arrears. I am gobtg 
to give a suggestion which the Com-
mittee does not make. If you intro-

duce some sort of rebate or discount 
system as is done in the case of gift 
tax, you will recover income-tax dues 
very speedily. This is a matter to 
which Government must apply its 
mind. Giving an inducement of a 
rebate, even of 5 per cent of the 
total amount of the tax payable, if 
the tax is paid within 15 days of the 
notice will go a great way. 

I wanted to speak on other aspects, 
but as there is no time, I hope other 
Members will take care of those as-
pects. I must certainly compliment 
the Committee on having done a very 
useful work in a thorough way. My 
only regret is that the terms of refer-
ence of the Committee were restrict-
ed. Had the terms been wider, per-
haps we would have had a more com-
prehensve report. 

Mr. Deputy-Speaker: I will tirst 
call all those who gave their names 
or who stood up. Then Shri Mathur 
did not rise. 

Shri Barish Chandra Mathur (PaJi): 
also want to participate. 

Mr. Deputy-Speaker: Shri Ram 
Krishan Gupta. 

-n~~ (~) 
~ ~, .rt n:m ~ trn ;tI" 
~~ qRm'l<:fq.;m:~ ~~~~ 
mifituOlJ:~~~~~if.rt 
~ ~ ~"o 'f'T ~ t.ffi 0lTlJ f.t;<rr 
'l7fT ~ ~ ~ 'f'T ~ <roif.rrc 
~iA'l7fT~ I~~>IT 
~ ~ ~ ~ 'l<: fq.;m: f.t;<rr 
;;mrrqR~if.rt~~~~ 

'tit~if,~~~~~'t 
~'tit~'tit;;mft-I ~~ 
~~ ~~~mW:~ 
Q'ilf .. f"'~~I"1 ~ ffi~ 'tit ~ I 
~ 'f'T ~ ~ • cnftq; 'f'Tl1 
>IT I ~ ~ it .rt fuitt trn 'tit ~ 
~n:m~miJ~~'f'T'«lT 



l\lotion l'e: NOVEMBER 29, 1960 Report of the Direct 2920 

[llf\" ~T'l ~ ~qf] 
0fl'Im ~ f~ ~ 'l>qtT it ~ ~ if ~ 
frn;r if ~ f'f;-;n f~ ~ ~ 
~ if m:r 'f:~ $ ~ tt"'~lffi!q 
fu'ti <m 'fiT. r.rn <n: ~ fcr-;m: ~ ~ 
~ I W if ~ m fi:mfuit 'I>T fin; fiI;lrr 
lflfT~ I ~~'fiT~~""'~ 
it ~ m firlirfuTf ~ <it lfTil" ft;nrr ~. 
~ if ~ ~ m m... <it ~ ~ ~. 
~ ~ ~ ~ornT ~ m f(ifi~.i~l,,*, 
~ ~ f;;R- <n: ~ fcr-;m: ~ ~ ~ I . 

~ it~ m;r lIT'i'ff(~ii'~ ~ 
~ ~, $ ~ 'XU mmr ~ "'" 
~ <n: fcr-;m: rn ~ 'IR ~ ~ ~ 
~ fiI;lrr ~ I 

~ CT'Ii ~ 'I>T ~ ~, ;;it 

fu1nrfuf 1m 'fiT trt ~ ~ ""'" mr.fr if 
m-<;;iT ~ 'I>T ~~, ~ 
it f;R firlirfuTf ~ ~ 'I>T ~ 

f.f;1n- ~. ~ ""'" U~ it, 4' ~ ~ 
~ it mIf.t ~ ~ ~ , "ff ?r 
~ ~ f\\fP'<i\f'li"'~I'I 'I>T %: , " 
~~""'~~ij"~~~t 
.~ ;;it lP'IT<T ~ "IT ~ ~ ~ 
ifilf.....,~C$ ~ m.:: 'l;!1lf m~ ~ ~ 
if{f Wfim, ~ ;;ft ~ ~ ~ ~. 
f;R 'I>T fin; '1iait '10 lD"~ it A>lIT 
lflfT. ~ m ~:'1 'I>T~ ifiT¥ 'I>T 
~ ~i'r ~ f:TI fuTili If'I't~ 
mfq;!ffi ~ ~i4 rn ~ $ h"f 

~.Jf'f ~ ~ roif> now", 'f>' ~ o;r:r;IT 
~ 'I>T iifg<f '1T ~ fwrr'f it 
'!>T'lm'f lit m7t ~ , s~ 4' ~i 
~ "'" ~ ~.~'c '-ITq; 0lJ: ~ S'1 m ~ 
~ ~ ~'f ~~, 11:",<it 
~~ ~ '-IT11 m~ft[l';T ifi't. ;;it 'fU'f ~ 

t. ;;it fifi ~ 00 ifi't "f ~;ft ~ ~ 
~~~.c;ftf"'~ifi ~~ 
"irn ~. 'T<! ifi't 'fiTlro ~ $ w 
fifil{·it~fiI;;;itmmm'fiT~ 

Ta.:z:u Administration 
EnquiT1/ Committee 

~'fiTomiT~~m~~ 

~ ~.~ ""'" 'I»fmr 'fiT omiT ~. ~ 
~1ft~~~~1 

~~~~~;;iT~~ 

it~~""'"~~~~~"'" 
mm: ~ it "'l"'lf<:~~I"1 ~ 
"'l"'lql:~I"1 ~~~ I ~~~~ 
~$m~~~1ft 
"'l"'lf<:~~I"1 ~ "'l"'lql:~I"1 'fiT ~ 
~ I ~~~~fiT;;;iT~~ 
~ A>lIT ;;rrzr ~ m ~ ~ m-< 
~~;;~~ I ~~'fiT~m 
f1mR mq <til ~ , ~ 'fiT 1ft 
4'~W""'~~CT'Ii~~ 
~,4'it~i{<!iTW~~~ 
~ ~ mt qr fiI; ;;it ~ "WT ~ 
~ ~, ~ 'fiT ~ it ~ o;mft ~ , 
~ 'I>T ~ ifiTruT ~ 1ft ~ fiT; ~ ~ 
m;;il ~'flfi11 ffi:r ~ ~. ~ ~ 
~~~~<n:~m 
~'~~mmrn~~~ 
~,.;r~'I>T~~~;;@' 
~~~~~~~ 
~ ~ 'fiT ~ 'I>T ~~. ;;ft f'l> 
mW-<ft~~~~~1 
~m 4' <:roIm ~ fiI; ~ ~ <n: 1ft 
f<f;m f'PlT ;;rrzr $ ~ <til ~ ~ ~ 
~ m- ~ ifTfiI; ~r ~~ 
~'ffi ~ ;;it "f f1l;mt ~ if ~ ~ 
~ 'I>Tl1 <til ~ ~ 'f>' l'f'fi , 

s\\ ~ ~<n m'1'T ~;;iT '" 
'fi"0T "ITQ"ifT ~ ~ 'A ?mit __ ~ m it ~ I 
s~'I>1 f.,.", s'1 f~Tt ~ q-:;r ~ <n: fiI;lIT 
<flIT ~ I 'TIl tfTlf"IT ~ 1ft ~ ~ f'l> 
;;it <:ifil1 ~ ,.;r mm ~ ~ ~ 
~ ~ ~ it ~ it 'fflT miff ~, 
~ ~ 'f'f ~ ~ ifiTruT U~ ~ fiI; 
~,.;r<:ifil1m~~m~~ I 
~ ~ ~fq,m it ~~ ~ ~ 



2921 Motima re: AGRAHAYANA 8, 1882 (SAKA) Report of the Direct 2~ 
Ta.re6 Administration 
.I'nquif'l/ Committee 

~ ffi ~ ifRf ~;;r ~ mf.Rr ~ 
~T I mTiit;~ X <n:~tTlllt: 

"From the statisdc, fur.1ished 
to us by the Central Board of 
Revenue we find that !l large 
number of arrear assessments are 
carried over from year to year. 
It is these arrear assessments 
which are responsible for the 
growing arrears of taxes anc the 
consequent criticism of the 
department." 
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"Statistics furnished to us ~how 
that out of the total arrears dur-
ing the year the amount in res-
pect of which penaltv had been 
levied was negligible. Thus, 
while total arrears during 1958-
59 stood at Rs. 27l.60 crore~, the 
amount in respect of which 
penalty had been levied was only 
Rs. 1·81 crares." 
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Shri Barish Chandra Mathur: Mr. 
Chairman, Sir, I believe I can say 
with some justification that we are 
almost celebrating the centenary of 
the Income-Tax Act. The" onginal 
enactment was in 1860 and today in 
1960 we are analysing its various pro-
visions and are examining what fur-
ther improvements can be made in it . 

Dr. B. Gopala Reddl: This is a 
centenary monument? 

Shri Harish Chandra Mathnr: Yes, 
for which the credit goes to my hon. 
friend who sits here. 

I would say without any hesitation 
that this Committee has done aver, 
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thorough job and this HOuse owes a 
debt of gratitude to the members of 
the Committee who have applit'd their 
mind to the problems which had been 
exercising our minds ve~y considerab-
ly. By and large the Governmetlt's 
reaction and response to the varIOUS 
recommendations is also commenda-
ble. With certain excepdons the Gov-
ernment has with promptitude accept-
ed most of the recommendations some 
of which are .of a vital characterpnd 
of far-reaching consequences. The 
Government definitely deserve to be 
congratulated for their reaction in the 
matter and for the prompt action that 
they have taken. It is very seldom 
that we get an opportunity to pay 
such a compliment to the committee 
as well as to the Government. 

I think this House should have 
devoted a little more lime to the 
various recommendations and given 
its reaction in the matter. But t do 
not verv much press far more time 
because as a matter o! fact we 'ire 
mostly in agreement wl~h the recom-
mendations which hav~ been made 
and as they have been accepted. I 
would not take the time 
of the House in reiterating those re-
commendations and saying that I am 
in agreement with them and that I 
am glad that the Government had 
done this. I have made a general 
statement in that regard. 

What I appreciate the most is the 
human approach and a grip with the 
realities of the situation for which 
the Committee could be congratulat-
ed in particular. The human approach 
is there. What they definitely want 
is-I wish to emphasise this point 
because it needs the Government to 
take particular note of that--that 
there should be a change in the re-
lationship between the administration 
and the assessees. At present all as-
sessees are considered as if they are 
evaders of taxes. They are treated 
not as honourable and respectable 
dtizens of the country. The Com-
mittee has tried to bring about a 
different approach in the matter. 
They want that the officers should 
help the assesseas in correcting their 
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Enqui1"l/ Committee 

returns and should give them proper 
guidance. They have gone into a 
very vital matter :.::: :lave asked the 
Government to accept the returns as 
they are submitted by a particular 
group, that is, the return of anybody 
whose income is less than Rs. 7,500 
a year should be accepted as it is. 
There may be a test check in four 
years. I attach special importance to 
this because it indicates the mind of 
the Committee with which we are 
in full concurrence. We must bring 
about that approach. Every citizen 
should. be made to feel that whatever 
he says will be accepted. We should 
inCUlcate a sense of responsibility in 
them. 

Apart from that there is a realistic 
approach in this matter because it 
will very much lighten the burden 
of the department. I think more 
than half of their time which is 
unnecessarily lost in the harass-
ment of these smaller men will be 
saved to be devoted to assessees who 
really matter and who, because of 
certain background, have been avoid-
ing the payment of taxes by certain 
evasiVe methods and so many other 
things. So I wish that this sort of 
approach and attitude should be in-
culcated in the services. This is only 
an indication of the spirit in which 
we want the department to function 
and work. I wish this sort of ap-
proach and attitude should be incul-
cated by various other methods, 
through training and other methods, in 
the minds of the revenue administra-
tion. As a matter of fact, I wish to feel 
proud when I pay a tax that I am 
helping my country and that I should 
earn a little more so that I should 
be able to pay a little more tax to 
the Government. That sort of thing 
should be developed in the minds of 
the assessees. 

Another recommendation to which 
a reference was made by my hon. 
friend, Shri Bharucha was about the 
applellate comnusslOners. As a 
matter of fact, I should not have 
participated in the discussion except 
for two or three points which I want-
ed to make. I feel very strongly. 
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[Shri Harish Chandra Mathur] 
that these 'appellate commissioners 
should not be under the Revenue 
Board. It is not for the first time, 
I believe, that this recommendation 
has been made. Such a recommenda-
tion had been made much earlier by 
various other committees. The Taxa-
tion Enquiry Committee and other 
committees have also gone into this 
matter and they have made this reco-
mmendation. Here is a question of 
principle involved. Here is a ques-
tion of the reaction which you create 
in the mind of the person which is 
invo·ved. What sort of reaction do 
you produce in their mind, what con-
fidence they must have and how 
independently these officers should 
function? I do not know for what 
reasons the Government have for not 
accepting this very vital recommen-
dation. They have accepted other 
recommendations, but they have 
rejected this recommendation. I can 
see no grolL'ld As a matter of fact, 
We had all the time b,,~n feeling and 
the Congress Government which is in 
power has always wanted, as a mat-
ter of fact the separation of the 
jud.d?"Y rr'om the executive. I think 
this ~l,,· falls almost in that line. We 
want that this should be transferred 
to another Ministy, the Law Ministry, 
on thi? same principle on which we 
wa;) t a separation of the judiciary 
from the executive. 

18 hI'S. 

Dr. B. Gopala Reddi: The judiciary 
is under the Home Ministry, not under 
the Law Ministry. 

Shn Barish Chandra Mathur: 
My bon. friend possibly doe, not kirow 
that r haVe a'l the time in this House 
and in the other House pleading and 
pleading very strongly....... . , 

Dr. B. Gopala Reddi: With what 
effect? 

Shrl Barish Chandra Mathur: With 
the s~me effect as this report has 
created on your mind. It is against 
that at'ltude of your Mini,try lind the 
attitude of the Home Mfniriry we 

are offering our criticisms. That is 
an unfortunate attitude which you to-
gether with the Home Ministry adopt 
in this matter. As a matter of fact, 
it is not only I, every one, every 
right-thinking man feels that and. we 
have given various grounds, vanous 
reasons. If I were only to go into 
that matter, I hope I will carry the 
entire House with me except tor the 
obstinate attitude of the Govern-
ment because of a certain fear com-
plex which they have that, if ,!,e 
give up this executive power, poSSIb-
ly these officers will work in an 
independent manner and will possib-
ly jeop:lrdise the functioning of the 
Revenue administration. I think this 
is simply a fear complex which 
is in their mind. I think they 
should have a little more confi-
dence in these officers who work in 
these appellate :lUthorities. Why 
should they th,;)k that they will not 
bear in mhd what the Government 
feels? 

I shall refer to one or two other 
recommendations. There is the ques-
tion of arrears. At present, as it 
happens, these arrear, are collected 
by the various State administrations 
The District magistrate Or the Col-
lector is possibly the ag·~ncy. They 
have got various rules and regula-
tions differing from one State to an-
oth,,· T'ne Committee has made a 
vf!!J:y healthy recommendation that 
We must have a certain Central code 
which will be uniform and which 
will guide, which should be made 
really effedive fOr the collection of 
thes~ arreas. I wish the hon Minis-
ter realiged. :oh.at these arrears which 
stand at a colosnl figure create 8 
very wrong Impression in the mind 
of the entire population. We feel that 
there are about Rs.200 crores which 
sWQ11 iolto 300 ,.,.ores. We are now 
told that thoulfu We are shaw-
ing th Q figure a~ Rs. 300 c'rores, 8 
major !nrt of it is no'. r~~!isable. 
I whh or?per attterition Is palJ to 
this m'ttter. 

Even today, you will rt'member 
there was 8 question which was uk-
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ed, how many millionaires, and multi-
millionaires, we have got in this 
country and my hon. frined the Mi-
nister felt shy even in telling that. 

Dr. B. Gopala Beddi: The number, 
I have given. 

Shri Barish Cbandra Mathur: 
Break of the States: their names 
will be known. What is wrong 
about their names? 

Dr. B. Gopala Reddi: State break up, 
break up by sex, religion, are not 
cont"fnplated: how many Hindus, how 
many Parsis. 

Shr! Barish Cbandra Mathur: It 
the Minister looks at the Census re-
port, he will find there is a very 
thorough break up given. He wants 
males and females: I do not know for 
what purpose. 

Dr. B. Gopala Bedd.i: There can be 
women multi-millionakes. 

Shri Barish Cbandra Mathur: What 
harm is there, I do not see. I do not 
know how this tendency was gene-
rated in the mind of this Govern-
ment. I think it is a hang-over 
which my amiable friend wants to 
stick to. I do not see why he is in 
love with such a spirit of secrecy 
about this thing. I say we want the 
names to be given. After all, if I say 
that I am a multi-millionaire, what is 
wrong? Is it a crime? If they feel 
shy, do you think that a very great 
secret has been given «.It? I felt that 
it was only about crimes that they 
wer" feeling shy that we should not 
tell, here is a tax evader. This Com-
mittee has made a recommendation 
that their names should be publi&hed. 
I feel :hat they feel shy even 110 tell 
us tha' a particular person Is a multi-
millionaire. They feel ,,'1y to say that 
in a particular state, a particular man 
h a TTllllti-millionaire. I ("al1.'101 lIP-
predate this attitude at all. 

I sh'Jll refE'r to one point and then 
finish. This House has very strongly 
advocated .~ Itrong action splnsl 

those people who evade taRs. Per-
fectly correct. But this Committe .. 
has very wisely and very shrewdly 
made the recommendation and I wish 
to draw the pointed aJttention of the 
Hause and bhe Goverrunent. I refer 
to this because most of the friends 
here who will be speaking will be 
lawyers, possibly. The greatest abet-
tars in tax evasion are the Chartered 
accountants and lawyers. This Com-
mittee ·has made a specific recom-
mendation that the standards about 
code and conduct and .. esponsi-
bility that apply to Chartered 
accmmtants and lawyers in the 
United Kingdom should apply to the 
Chartered accountants and lawyers in 
India. They are saying nothing very 
revolutiona!ry or fantastic. The only 
point is that the same responsibilities 
which are attached to the c'J'1duct of 
the lawyers and Chatered accountants 
in the U.K. should be attached here. 
I do not know what is the reaction of 
my friend. If an officer has acted in 
a malafide manner, he shou:d be res-

ponsible for it and he should also be 
subjected to criminal prosecution. I 
think it is a good thing that they havE' 
sug~ested in the matter of interest 
If the Government is keeping money, 
they must also pay interest. If a man 
is holding back payment, he must pay 
interest. That is a very equitable 
thing. It is very equitable that offi-
cers and the Chartered accountants 
and lawyers should be made liable 
to criminal prosecution if their 
malafides are proved. 

Mr. Chairman: I must remind the 
hon: Member that the time i, uP. 

Shri BarIsh Cbandra Mathur: That 
is all: thank you. 

Shri N. R. Munlswamy (Vel!ore): 
Mr. Chairman, I" should' be very 
grateful to you for giving me this 
opportunity to speak. as we are hard 
up for time. At the very outset, I 
have to congratulate the Enquiry 
Committe because it is headed by one 
of our colleagues who is not a I~,wver, 
but a man with ahundant C'lmmon 
sense. In one aspec', we havE' 110 
view the entire report, wbeth. It is. 



2931 . Motion re: NOVEMBER 29, 1960 Repol't of the Direct 2932 
Tazes Administration 
Enqui", Committee 

lShri N. R. Muniswamy] 
according to canons of jurispru-
dence, or according to the canons of 
commonsense, because it is headed by 
one who always speaks from his 
own experience which he has gained 
as a common man and we have to 
view it with a certain amount of 
caution. 

At one time, some Members in thQ 
Committee seem to have taken objec-
tion that they should not be confined 
only to the tenns of reference. The 
tenns only dealt with, according to 
the majority of the members, the 
streamlining of the administration to 
see that no evasion takes place and the 
people who evade paying taxes are 
severely punished. It is only from 
that angle of vision that they have 
been looking at it. The terms of refer-
ence read as follows: 

"To advise the Government on 
the administrative organisation, 
and procedures necessary for im-
plementing an integrated scheme 
of direct taxation with due regard 
to the need for eliminating tax 
evasion and avoiding inconveni-
ence to the assessees". 

It looks as though the majority of the 
members thought that they must con-
fine themselves to the administrative 
procedure to be adopted to see that 
taxes were not evaded, but their re-
commendations appear to show that 
they have gone beyond the terms of 
reference. They have not gone into 
the concept, structure and adminis-
tration of the various direct taxes, nor 
suggested how the law should be 
amended to see that the taxes are not 
evaded. They appear to think the 
ends can be achieved by issuing ad-
ministrative directions or executive 
orders cannot be as effective as making 
a provision under the 'relevant Act 
itself. I find that at the time of as-
sessing, the officers do not look into 
the directions etc. because they are so 
voluminous. 

As the preTious speaker has pointed 
out, we are goine to revise income-

tax law after about a century, and in 
.the course of this long period so many 
orders have been issued, superseding 
and overlapping each other. I there-
fore suggest that the rules, regulations, 
directions and orders that are in force 
should be bound in one volume and 
given for the guidanCe of the officers 
by the CBR, as otherwise it is difficult 
for the offic',rs to find out which 
orders have been superseded and 
which orders Qre actually in force. 

It is not a happy relationship that 
exists between the assessees and the 
administration at present. Every as-
sessee is viewed with suspicion, and 
it is thought his accounts are not 
genuine, but it has to be remembered 
that there are people who always give 
correct accounts, though, no doubt, 
there are also others who maintain' 
double or even triple accounts for 
differen t purposes. I therefore suggest 
that we streamline the administration 
so as to create a sense ot trust and 
confidence in the mind of the public, 
so that the administration may not 
appear to them to be prosecutors in-
tent on harassing them and causing 
them inconvenience. 

There are certain small things 
which can be ignored also. There are 
cases of small assessees being teased 
so much that sometimes they do not 
haVe enough time to attend to their 
own families. The administration 
should not go after the small fry, who 
may be causing a loss of only a few 
rupees to the Government. 

One of the recommendations of the 
committee is having an appellate as-
sistant commissioner under the Minis-
try of Law. Government. in its wis-
dom has not accepted this recommen-
dation, I do not know why. If this 
recommendation is not accepted, the 
orders issued in respect of an assess-
ment will have to be appealed against 
to another officer of the same depart-
ment, who will simply confinn the 
earlier order. So, there is much to 
say in favour Ql the separation of the 
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judiciary from the executive. Every 
one knows how eVen in criminal cases 
the judiciary has been separated from 
the executive. Similarly, people who 
levy the assessment must be a sepa-
rate wing, and those to whom an ap-
peal is made must be in' a different 
category; otherwise, it would be said 
that the prosecutor and the judge are 
from the same set of people. 

Therefore, I would request that the 
decision taken by Government should 
be revised, and the recommendation 
made by the committee should be ap-
proved. 

In regard to double taxation, I have 
a few suggestions to make. This ques-
tion has been agitating the minds of 
the people for a very long time, and 
even as early as 1938, when an amend-
ment was moved in this behalf, this 
question was brought to the lime-light 
by several people, and they gave their 
reactions and their view-points. But 
I find that no change has been made. 
The Law Commission also have given 
their veridct that there should be no 
double taxation, and that must elimi-
nated. For example, when the Indians 
living in other countries send remit-
tances here, they get some exempHons, 
but when there is a certain declara-
tion of a national dividend, it is 
deemed to be part of the income of 
the shareholders, and this causes 
some inconvience to the people. 

Therefore, I would request, that in 
the light of the Law Commission's 
recommendation, the aspect of double 
taxation has to be reviewed and it 
should be selin that there is no double 
taxation. 

Now, I come to the question of the 
simplificat,ion of statutes. The farm 
that has to be filled by the assessee 
contains various types of columns, 
Very often, the people do not under-
stand the significance of many of these 
columns, and, therefore, they make 
mistakes, and a mountain is made out 
of those mistakes, and t.rouble is eiven 

to the assesssee. I would suggest that 
the form must be made simpler so that 
even the ordinary man may be able 
to understand it. 

Very cften, I find that the assessees 
are obliged to seek the assistance of 
experts, either income-tax practi-
tioners or lawyers or old accountants 
and so on. Very often, I find that 
most of the retired officers of the In-
come-tax Department start practising, 
and they teach the assessees hOW to 
get over tke difficulties. There must 
be some rule that persons who have 
worked in the Income-tax Department 
should be debarred from practising, 
because they know where the loop-
holes are, and where the assessees 
could exploit the ignorance or other-
wise of the staff, and thus, they help 
the assessees a lot. They can help 
either in the continuance of the eva-
sion of the tax or in the elimination 
of the evasion of tax. I only wish that 
the officers who retire from service, 
and the auditors who are there should 
see that this country prospers, by col-
lecting the legitimate dues to Govern-
ment and by putting a stop to evasion. 

Therefore, I wish that something is 
done to see that the officers who re-
tire from the service are not allowed 
to practiCe or even to give any guid-
anCe or help to the assessees, unless 
it. be for the purpose of making the 
collections due to Government. 

Sbri Warior: I join my ohar hon. 
friends who congratulated the Tyagi 
Committee ... 

Dr. B. Gopala Reddi: The hon. 
Member may apeak a little more 
loudly or come near one of the mikes. 

An Hon. Member: His name is 
'Warior'. 

Shr:\ Warior: I can 5peak loudly, 
but I did not want to speak very 
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loudly, because there are only a few 
Members present here. 

An. BoD. Member: Be is not a field 
warior. 

Shri Warior: I join my hon. friends 
in congratulating the Tyagi Committee 
especially its chairman, Shri Tyagi, 
who is sitting here, on two accounts, 
firstly because he has placed before 
us a very voluminous report, which 
has tackled a very complicated pro-
blem, and secondly because unlike 
most other reports, this report has at 
least had a sympathetic consideration 
at the hands of the Government, be-
cauSe they haVe accepted many of the 
recommendations. 

Shri Tyagi: It is a slH'prise indeed. 

Shri Barish Chandra Mathur: So, 
you congratulate the Government or 
the committee? 

Shri Warior: I congratulate Shri 
Tyagi. 

Shri Tyagi: It is a very great sur-
prise. 

Shri Warior: But, I cannot congra-
tulate the Government, as Shri Barish 
Chandra Mathur nas done, because 
most of the recommendations which 
were acceptable to Government were 
such that they would not make mat-
ters any the better. So the Govern-
ment were in a position to accept it. 
If it had been something otherwise, 
Government would not have accepted 
it. So the congratulations to !1overn-
ment should be reserved for some 
other time. 

The whole Report has exhaustively 
dealt with the administrative struc-
ture. But is the malady in the ad-
ministrative structure itself or some-
where else? In that respect, the Com-
mittee should have h31 'I wider scope 
to go into the m3ladv deep@r and ex-
cavat.. the nroblem. The adminlstrll-
tlon shClulr! have been attuned to the 
cure of the malady. That· wu not 

done, and that was not possible with-
in the terms of reference given to 
to them. 

The Committee have reported some-
where--I cannot exactly quote it nOW 
-that evasion more than avoidance 
of tax is not so prevalen t and not so 
much resorted to in post-war days 
especially after independence as in 
pre-war days, because in those days 
there were certain circumstances 
which enabled the tax evaders to 
operate more effectively. Those cir-
cumstances are not present today. 
Also the psychological atmosphere has 
changed. Our people are more 
nationalist and are reforming them-
selves so that they are co-operating 
with Government in paying their dues 
by way of tax. But Mr. Kaldor has 
reported something different. His es-
timate might be over-rated, but he 
has said that tax evasion and tax 
avoidance might together be some-
where between Rs. 200-Rs. 300 crore. 
per year. lf it is so, it is a huge 
amount and a big thing. Our official 
report is that it is not anywhere above 
Rs. 30-Rs. 40 crores. But actually, 
when the voluntary disclosure scheme 
was started, about Rs. 70-Rs 80 cra-
res were declared. So the official as-
sessment is an under-assessment if 
Mr. Kalor's estimate is an over asse-
ssment. 

Anyway, evasion is much more than 
avoidance. Avoidance cannot be reli-
ed upon much. Avoidance can be re-
lied upon only within the law. Eva-
sion is an illegal thing. There are 
certain circumstances, especially in the 
context of a developing economy of 
ours, under which there is more scope 
tor evasion than for avoidance. If 
we do not go deep@r into the problem 
I do not think that all the loophole& 
can, as tar as possible, be plugged and 
amounts due to Government r .. ~lised, 
however much we reform the adminis_ 
trative structure. howev"!r mUl'b we 
make the procedure more simpllfled 
and however much harusment Is 
eradicatecl. 
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The Committee have made certain 
recommendations. They can be im-
plemented. But I might refer to cer-
tain things which have come to my 
notice and which, I Think, will be 
llelpful to the House and to Govern-
ment in particular. I had asked a 
question as to how much under-valu-
ation is resorted to by licence-holders 
importing goods, especially capital 
·goods, from abroad. 

Shri Tyagi: That is their trick. 

Shri Warior: The answer was that 
,six cases were detected; out ot them, 
in only three punishment was given 
·or some action taken; the others are 
under investigation. But to my know-
ledge, there are people in this coun-
try-I do not know how they should 
be named-especially in the big cities 
of Bombay and Calcutta who have 
larj(e bank balances in foreign coun· 
tries. I wilI cite a typical instance. 
Suppose a student has to go for edu-
-cation in U.K. The Government· will 
not allow any foreign exchange for 
that. But if you pay 10-15 per cent 
pr<=ium to a Bombay broker, he will 
give you any amount you want in U.K. 
in pounds sterling. The only condi-
tion is that the money should be 
given in Bombay. I know of cer!ain 
instances. I have even personal 
knowledge of them. 

Dr. B. Gopala Reddi: Kindly write 
10 us about the names of such people. 

Shri Warlor: That is the difficulty 
there I do not want to quote a pro-
verb. Whenever We giVe a thing the 
penalty will be coming more upon us 
than "'pon those people who are resort-
ing to these nefarious methods. Any-
way I wi'l try to help the Government 
a. far as possible. 

Then, there is the manipulation of 
invoice; going on on a very large scale. 
If Government is not going to do any-
thing in the matter, howeve' much we 
attune the m3chinery. it will not be 
possible to plug these things. There 
are imports also. I know ceMain ins-
tances where the pe<>ple themselves 

have reported to me how they mani-
pulate the import licences. I will give 
a clue to the hon. Finance Minister that 
there are so many licences for which 
a premium of more than 100 per cent 
can be had in the Bombay market, 
especially automobi:es and others. U 
he can get anything out of it let him; 
that is all I can say. 

Dr. B. Gopala Reddi: We want the 
names. 

8hri Warior: There is the question 
of floating companies, new companies 
with foreign collaboration. This fore-
ign collaboration has become something 
very valuable for the investors. Sup-
posing today a company is floated for 
manufacture of cowdung with German 
collaboration, within 2 hours in the 
Bombay market or the Calcutta mar-
ket, I mean the Stock Exchange, the 
shares will be sold and over-subscrib-
ed. 

There was an instance of a company 
floated in Bombay where the capital 
was over-subscribed to such an extent 
that they got a few lakhs out of inter-
est alone. The company was floated 
with a paid up capital of only Rs. 5 
crores but the subscription was for 
Rs. 15 crores. They got all the Rs. 15 
crores; they kept the money for six 
months and the interest alone worked 
out to a few lakhs. 

Dr. B. Gopala Reddi: Rs. 8 lakhs. 

Shri Warior: The Government have 
taken action also. I thank the Gov-
ernment for that. Once detected they 
may do that. But it goes on undetect-
ed. 

Shri C. R. Pattabhi Raman (Kum-
bakonam) : Could they keep them 
secret? They will have to put it 
somewhere 

Shri Warior: I can give tru, whole 
story; but I have not the time for it. 
The money was repaid to those who 
had applied for shares. But the inter-
est was taken by the company. How 
that interest was utilised is another 
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question. I will come to it when we 
discuss black-market business and the 
manipulation of accounts that is going 
on. This company has got a goodwill 
of its own because it has got foreign 
collaboration. If there was not that 
collaboration this cheating of the pub-
lic would not have been resorted to. 

Mr. Chairman: The hon. Member 
must conclude now. 

Shri Warior: I will not give any 
more instance. How is this money 
hidden? There are certain methods 
Of hiding this money. Most of t.he 
money is hidden in foreign banks or 
in cash or in precious metals such as 
gold and silver or pearls and the like. 

Then, there is building construction. 
am very sorry that the L.I.C. has 

given a very bad lead in this matter 
by constructing a fourteen-storey 
building in Madras. This has given 
the lead to smaller institutions like 
banks and others. I know of an inst-
ance where a bank is constructing 
huge buildings. Where they spend 
Rs. 1 lakh, they will show in the ac-
counts Rs. 2 lakhs. Thereby Rs. 1 
lakh is hidden. We cannot detect that 
in the ordinary course. Only if a 
scrutiny is made will We be able to 
detect it; how much of material has 
been used; how much the labour has 
been paid and all that. But it is not 
within the competence of the income-
tax department to do that. 

In my State, Kerala, which is noted 
for mushroom banks, big deposits are 
not made with the Scheduled Banks. 
If the Minister looks into it he will 
see that there are so many small banks 
in the lanes and by-lanes with big 
sign-boards. But the bigger deposits 
are made in these back lane banks 
and not in the front line banks because 
once a person is in the list of income-
tax assessees, he always remains on 
the list. Even if an assessee becomes 
a pauper, annual returns will be asked 
for from him but new fellows come 
in and they are never detected and 

these new institutions are relied upon 
to hide blac;' ·market money. 

The third thing j~ about this 'trusti· 
fication'. I will give an instance which 
probably Dr. Gopala Reddi may know. 
A philanthropist in the South donated 
Rs. 3 lakhs for an engineering college 
and he was a big textile magnate. The 
trustees of the college have had to run 
the textile mills and when the Govern-
ment of India made some enquiries it 
was found that about Rs. 30 lakhs had 
been swindled. There is a volumin-
ous report in the vaults of the Gov-
ernment but it will not come out. Thi~ 
method has been re,orted to as a 
mea!!s of hiding the actual funds. 
There are other instances of creating 
trusts in which huge amounts are sunk 
and these people have a controlling 
authority but they evade all sorts of" 
taxes. They go as philanthropists; 
they are publicised, photographed 
and what not! 

I will also refer to the extravagant 
spending of money. A census may be 
taken with profit of how much money 
has been spen t by the managing dir-
ectors and managers in the Asoka 
Hotel. I know an instance of a 
gentleman who fl.ies to Delhi from 
Bombay every two months and stays 
in the Hotel and throws out dinners 
which all are supposed to cost him 
Rs. 30,000. Again, the oil campanie!! 
in India resort to such methods and 
we find that between 1951 and 1959 
they have doubled their expenditure 
for the same volume of trade: they 
say they have increased their stalf, 
emoluments, etc. The cost account-
ant of the Government of India who 
wanted to check the accounts and 
verify these things was denied all 
information and nothing could be 
detected. 

There are many other method!! in 
which things are done and one has to 
be accustomed to the market if one has 
to know them. These things will not 
be put down unless there are sam .. 
radical changes. They cannot be stop-
ped by tackling with the surface or 
euphemeral questions. The Commerce 
and Industry Ministry must take up 
this matter of licensing. The Govern-
ment should also think about bank 
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nationalisation. I have gone into the 
report and although it does not dis-
close many things, it discloses some 
things. Many things could not be done 
without the co-operation of the banks 
but the banks are reluctant to give 
information and the commercial asso-
ciations are reluctant to allow banks 
to be nationalised. It is true that all 
transactions can be detected but very 
grave transactions can be detected 
and banks would be verv usefUl in 
that way. These two question., ar~ 

very vital in our present day economy 
and unless we tackle them, I do not 
think that the deeper malady can be 
eradicated. 

In the end, I will congratulate Shri 
Tyagi again for suggesting methods of 
~implification. There are many things 
to be simplified and thOSe can be 
attended to only if the main things are 
done. If we attend to questions that 
are on the surface, the deeper mala-
dies will remain there. 

Dr. B. Gopala Reddi: Sir, there 
were no controversial matters raised 
during the course of the discussion. 
Everybody began to congratulate the 
Committee for the great effort they 
have put in and the great many recom-
mendations they have made to elimi-
nate tax evasion and to avoid inconve-
nience to the assessees. Sir, the Gov-
ernment have already paid their com-
pliment to the Chairman and members 
of the Committee even when the re-
port was presented to the House, and 
I also once again join the other hon. 
Members of the House in paying my 
own tribute to the Chairman and mem-
bers of the Committee for the great 
many recommendations that they have 
made. 

The Government did not come for-
ward with any motion that the report 
may be discussed becausp we knew 
that the whole House was with the 
Committee and there were no contro-
versial matters, no new points which 
could be raised on the floor of the 
Honse which were not discussed amply 
by the Committee. Therefore, the Gov_ 
ernment was not anxious to have a 
debate on the matter. But my hon. 
friend Shri Banerjee and others 

Ta.xes Administration 
Enqui1'1/ Committee 

thought it necessary that we must 
have a discussion on this matter and 
we readily agreed to that discussion. 
So, Sir, the Government, on that 
source, need not be blamed for not 
bringing forward a motion for discu-
ssion on this Committee's report. 

Sir, the Committee had two ap-
proaches in this matter. They wanted 
the human approach. Shri Mathur 
referred to it. The human approach 
was there, and they wanted to remove 
any semblance of harassment from the 
officers to the assessees. They also 
bestowed a good deal of thought for 
the revenue approach also. They did 
not overlook the revenue approach. 
After all, they were mainly entrusted 
with the task of looking into tax eva-
sion. Therefore, the human approach 
and the revenue approach had to be 
coupled. and I think they have done 
ample justice to both the approaches. 

Therefore, Sir. the Government also 
did not find it difficult to accept most 
of the recommendations. We hope that 
a consolidated Bill might be introduc-
ed in the next session-in the next 
Budget Session. It has but necessarily 
to be referred to a Select Committee, 
and perhaps in the July-August Ses-
sion, though of course we will all be 
on the eve of the next general elec-
tions and things like tha~. this Bill 
might be taken up finally for passing. 
It will be really epoch-making event 
in the history of income-tax. Shri 
Mathur referred to the 
centenary of income-tax. Cer:ain-
ly, at the end of 100 years We ar!!;' 
looking back and taking stock of the 
entire situation so that We may get 
the real revenue that is due to the 
Government from the administration-
of income-tax. 

Sir, we have placed on the Table 
of the House a conso'idated report on 
al! the recommendations we have ac-
cepted, those recommendations which· 
we could not accept and those recom-
mendations which are still under con-
sideration Shri Tyagi and also other' 
hon. Members wanted a consolidated 
report up-to-date showing what deci-
sions have been considered fully 'and 
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what recommendations have been ac-
cepted or rejected so that the House 
might know how the mind of the G<lv-
ernment is working in this matter. I 
promise the Members that we will 
very SOOn place on the Table of the 
House an up-to-date list with regard 
10 all the recommendations. 

As far as I can see there is no 
1iilference of opinion at all between 
-Shri Banerjee or Shri Tyagi or my-
.self. There seems to be no difference 
-of opinion at all between the Govem-
.ment Benches. the Congress Benches 
or the Opposition Benches. Nobody 
wants any harassment. Everybody 
wants that every pie that is due to 
us from the people, industrialists or 
.anybody else should be collected with 
promptitude. Therefore. in this matter 
it is not a political issue at all and 
the entire House is more or less 
behind the Committee and the Gov-
ernment in this matter. We are all 
1UlXious that in the matter of income-
tax there should not be any harass-
ment and proper administration of 
the department should be there. 

Shri Banerjee has raised the usual 
"points which are raised when income-
tax matters come up, viz., tax-evasion, 
loopholes to be plugged, recovery of 
arrears, launching of prosecutions 
VEry vigorously: there is no need to 
withhold any names for any reason; 
whenever there is a penalty, the name 
must be given out and thing. like 
tha t. He also said officers after 
retirement should not be allOWed to 
l>ractice or join firms. These are the 
main points he has raised and I shall 
try to answer them briefly. 

With regard to tax-evasion, the 
'committee a'iso has bestowed a good 
deal of thought with regard to that. 
All possible steps are being taken 
to see that there is no evasion at all 
bu t to assume there will be no eva-
sioo at <lIly time is asking for the 
impossible. EVen in advanCed coun-
tries like U.K. and U.S.A.. where 
there is so much of literacy and 90 
"lYmch wealth an'd opulence, the ten-

dency for tax-evasion is there I 
shall only refer to a paragraph: 

"As early as 1920, the Royal 
Commission on Income-tax in the 
United Kingdom drew attention 
to the existence of tax-evasion in 
that country and expressed its 
view on it as under: 

'That evasion of income-tax 
exists at the present time is 
beyond question. The citizen who 
is deficient in public spirit hu 
always aimed at paying less than 
his fair share of the nation's 
expenses and it is safe to assume 
that he will always continue to 
do so. That may be said of every 
tax, but it is specially true of the 
income-tax.' " 

think fr"m 1920 to 1960, the same 
thing must be continuing in the U.K. 
and that is our latest report also. 
The impression left on some of our 
candidates who go there for training, 
etc. is that even in U.K. there is • 
lot of tax-evasion. 

With regard to the United States: 

"The Joint Commiaee on tax 
evasion and avoidance set up in 
1956 found that attempts at avoid-
ance and evasion were widespread 
and amazing, both in their bold-
ness and in their ingenuity." 

So, boldness and ingenuity are not 
peculiar to India; they are there all 
over the world; wherever there is 
direct taxation the t~ndency to evad~ 
tax is there. I am not justifying 
evasion at all. We are taking all 
necessary steps possible to see that 
all the loopholes are plugged and the 
revenue due to Government is got. 
But there is a sort of of boldness and 
ingenuity in whatever they do and 
so it is very difficult to trace the 
track of the bold people. Anyway, 
OUr officers are being told repeated-
ly that they must look into the ac-
counts properly, more especially of 
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the bigger assessees and see that no 
scope for evasion is there. 

We reopen many cases after 7 or 8 
years. We say, such and such amount 
IS not counted and sO we are going 
to reopen the case and things llke 
that. It is not done once in a way; 
it IS done almost every time. If there 
IS any chance of reopening a case, it 
is being done. So, it cannot be said 
that we are not taking all the steps 
necessary. 

With regard to arrears, we have re-
pea t~(i1y answered this question. This 
IS a hangover of the war - t!IDe. Most 
of the assessments were, I suppose, 
immediately after independence or 
before independence dunng the war-
time. Many commissions have gone 
into this matter. Some judgments 
have also come in the way. There-
fore, the whole thing has been done 
de novo. Weare not anxious to keep 
the arrears in our ledger books. It 
does no credit to the administration. 
We are anxious to see that whatever 
is realisable is realised quickly and 
if it is not realisable at all, to write 
it off. There is no use going about 
all the time and telling Parliament 
and the world there is so much arrears 
they are yet to be collected and per-
haps, they will be available for the 
Third Plan and all that. We do not 
want the world to be under a false 
impression. Wherever it is realisable 
we try to realise it as quickly as pos-
sible and if it is not realisable it is 
better, I think, we write it off. 

There is a complaint that there is 
a lot of difference between the gross 
arrears and the effective arrears. The 
gross arrears, I repeat is Rs. 257 crores 
but the effective arrears is Rs. 133 '61 
crores. That has been there for oYer 
a decade. Amount pending settle-
ment by way of Double Income In-
come Tax Relief is Rs. 7' ~7 crores. 
The Relief to be given Is Rs. 6' 05 
crores and balance for recovery is 
only Rs. 1 ~52 crores. Amounts due 
from persons who have left India is 
Rs. 11: 07 crcres. What shall we do 
with that? They have left India and 
1410{Ai)LS._8. 

Enqui1"l/ Committee 
they have not left behind any assets. 
They have gone to Pakistan or else-
where and we are still having those 
amounts in our account books. Amount 
due from companies under liqui-
da tion is Rs. 5' 84 crores and irrecov-
eraoJe demand is Rs. 5.26 crores. 
Amounts under protective assessment 
are 6'07 crores and amounts pending 
disposal of appeals are 18'18 crores. 
Amounts covered by certificates under 
section 46(2) are Rs. 112'35 crores out 
of the amounts covered by certificates, 
Irrecoverable demand is Rs. 34' 07 
crores and effective arrears Rs. 78' 28 
crores. That way, all possible steps 
are being taken to bring down the 
arrears and the effective arrears are 
being collected. Regarding the irre-
coverable demand of Rs. 123' 79 crores, 
perhaps, any amount of efforts will 
not bring us any money and we will 
be only wasting our time and money 
on those amounts which we cannot 
reaiise. Therefore, here again I do 
not think the department or the Gov-
ernment are to be blamed for not col-
lecting all the arrears. We are try-
ing our very best. 

That prosecutions are not launched 
is another usual subject on which my 
hon. freinds from thOse benches are 
very eloquent. It is true that in recent 
years there were not many prosecu-
tions but I may say that we had 
launched some prosecutions. I have 
got figures from 1944_45 to 1957-58. 
For instance, in 1948-49 we launched 
13 prosecutions and only one was 
SlUccessful. In 1949-50 four were 
launched and none was successful. 
In 1950-51 one was launched and it 
was not successful. In 1952_53 five 
cases were launched and none was 
successful. 

Shri Braj Raj Singh (Firozabad): 
Who,e fault? Yours. 

Dr. B. Gopala Reddi: Why do you 
think it is our fault? We were unable 
to give all the· proof that is necessary 
for a conviction. It is the magistrate 
or the court that wants a lot of evi-
dence. The difficulty in sending a 
case for prosecution is that the degree 
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of proof required to convince a magis-
trate regarding the evidence under 
sections 52 and 52 of the Income-tax 
Act are beyond the capacity of the 
department to produce. All the while 
you have to prove mala fides and see 
that there are no loopholes. Other-
wise the magistrate gives the benefit 
of d~ubt to the accu3ed. In that case, 
the whole expenditure becomes a 
wasteful expenditure. We have to en-
gage lawyers and counsels and things 
like that. 

Shri Braj Raj Singh: I am sorry, I 
have to point out that prosecutions 
are launched by other departments 
also. For example, the law and order 
machinery, the police, they see to it 
that the prosecution is successful. 
Why don't you see that in your case 
also prosecutions are successful and 
you take up only those caSQll which 
will result in conviction? 

15.48 hrs. 

[MR. DEPUTY-SPEAKER in the Chair] 

Shri Jaganatha Bao 
Lacuna in the Act. 

(Koraput): 

Shri Braj Raj Singh: Get the lacuna 
removed. 

Dr. B. Gopala Reddi: After all, it is 
not easy to get a conviction in a case 
of tax evasion. Where you have im-
pinged the law and order, where you 
have killed a man or indulged in 
riotous behaviour it is very easy for 
the police to launch a prosecution 
while in a tax evasion case you have 
to give all the proof that is necessary 
to convince a magistrate that there is 
some mala fide. Becau.e, the court is 
always inclined to give the benefit of 
doubt to the accused. Because, after 
all, nobody is injured here, no life is 
lost and nobody's limb has been injur-
ed; only evasion of tax has taken 
place. Therefore, the court has to 
get a lot of proof before it can convict 
a person in a case like this. 

The Committee has suggested cer-
tain measures to strengthen the 
machinery and in the working of the 
cases of proserution so that the risk 
of failure before courts of law may be 
minimised. These proposal; are under 
the consideration of the Government 
at the present moment. But here 
again it is not as though We are un-
willing to launch a prosecution. We 
know of a case where it is dragging on 
for five years and we have spent 
Rs. 11 lakhs to Rs. 12 lakh.;, all be-
cause we have launched a prosecution. 
After all, it is a very expensive busi-
ness even for the Government. While 
we a'e willing to do it, the time taken 
and the amount spent sometimes is 
not commensurate with the offence. 

There is compounding also. Penal-
ties are levied. In the case of penal-
ties we have given some figures. We 
resort to penalties. While, of course, 
in very rare cases 150 per cent penalty 
is levied, ordinarily it is 50, 60 or 70 
per cent. We have collected quite a 
big sum under the penalty section. 
Therefore prosecution also i; not al-
ways very easy. It must be commen-
surate with the offence involved and 
it must be a sort of a deterrent thing. 
Wherever it is felt necessary, certainly 
we have no objection to launch a 
prosecution. 

Withholding of names is again a 
matter which has been objected to. 
La>t time we had ample discussion 
about this matter both in this House 
and in the other House. For what 
reason can we withhold the name is 
given in the Act i~self. In the interest 
of revenue sometimes we have to with-
hold the name even though he has 
been penalised. If he is to give some 
other information or if he is going 
to give up all his claim l and right of 
appeal to the other courts or if he is 
willing to pay the entire amount im-
mediately and things like that, we 
have to withhold the name. But it is 
not our desire to withhold the names 
and proteot any tax-offending person 
a t all. In very rare cases we have 
given that power to the Commissioner 
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or to the Central Board of Revenue or 
perhaps to the Government. But that 
would not be the ordinary way of 
dealing with such case,. Wherever 
there is a penalty, sometimes it is 
automatically published in the Gazette. 
Somet'mes it is done on the payment 
of a small fee. The tax amount and 
not the penalty is published. There-
fore, here again We do not want to 
shield anybody. We are also anxioU5, 
along with other han. Members, to see 
that all the tax offenders must be 
brought to book. They must be made 
to feel the shame of it and the com-
munity's conscience also must be rous-
ed to see that they do not repeat that 
mUake. 

About the question that officers on 
retirement should not be allowed to 
join firms, I may say that the matter 
is engaging the attention of the Gov_ 
ernment. It is a question of the 
amendment of the Government Ser-
vants Conduct Rules. If we do that it 
may become ultra vires of th;s order. 
Therefore, we are examininl! it. We are 
certainly in sympathy with the demand 
made by certain hon. Members here 
that ordinarily officer, on retirement 
should not join firms. even when they 
apply within two years. Every time 
they apply to the Government we exa-
mine whether he has had any dealings 
with that firm in the last two Or three 
years. If he had any dealings with 
that firm or if he was serving in that 
State, _ generally do not give permis-
sion. But suppose a man has retired 
from Bombay and is going to join a 
firm in Calcutta. In that case we see 
no reaSOn to deny that opportunity to 
him because he has never dealt with 
that firm's case. Because he is an ex-
perienced man the company in Cal-
cutta want. his services. Perhaps we 
may ~ive the permission to him. But 
if we have the least suspecion that he 
had anything to do with that firm dur-
ing his commissionership, we do not 
give the permission. They themselves 
do not ask for it and it is also not 
given by the Government. 

The question wh"ther they can have 
private practice or not is another ques-

tion which. apart from the queStion 
of their joinin/! firms immediately 
after retirement. is under considera-
tion. One can become a private prac-
titioner and anybody can engage him. 
That also requires modification of the 
GoveJ;Jlment Servants' Conduct Rules. 
These matters are being looked into 
and we are also anxious that there 
should not be any abuse of the powers 
of retiring officers. I do not think that 
in the last 2 or 3 years any officer 
prematurely retired to join any firm. 
I do not know of any case. After re-
tirin/!, they may have joined after 
taking prior permission of the Govern-
ment. We have always examined whe-
ther he had any dealings with that 
firm 

Shri Warior: They are more practis-
ing as private practitioners and they 
are helping. 

Dr. B. Gopala Reddi: It is not a 
matter of joining a firm. As a private 
practitioner. anybody can engage him 
a. a lawyer or a Chartered account-
ant. That sort of abuse will also be 
minimised if not eliminated altoge-
ther. 

As far as Shri S. M. Baner:lee's 
po;nts are concerned, I think I have 
covered them to the extent possible. 
Intere;t on refunds is being paid by 
the Government. Shri Naushir Bha-
rucha wanted that the Government 
must pay interest. When We collect 
it from the people who are defaulting 
or delayinl! it. Government is also an-
xious to pay wherever there is undue 
delav in refundinl! the amount. The 
Government will be willing to pay in-
terests at 4 per cent. 

Some Ron. Members: What is un-
due delay? 

Dr. B. Gopala Reddi: Undue means 
anything in excess of 6 months or 9 
months or 12 months, whatever it is. 
It cannot be simultaneous. There may 
be a small delay. After all, 10 days, 
1 month or two months or three 
months. you cannot call undue delay. 
Beyond that, if an officer was negligent 
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about it or lethargic about it, cer-
tainly, it is undue delay. He must be 
made to give an explanation and the 
Government mu,t also be prepared to 
pay some interest. 

Weare also strengthening the cadre 
of Appellate Assistant Commissioners. 
8hri Naushir Bharucha referred to the 
question that they are unable to cope 
with the pending cases. We have re-
cently taken a decision to add 24 Ap-
pellate Assistant Commissioners to the 
present number of 91. Another 24 
will be added to look into all the ap-
peals that are pending. There are 
other matters that were incidentally 
brought into the picture; control on 
banks. It was said that the Commerce 
and Industry Ministry must look into 
this at the time of giving licences. Per-
haps, it is also in the report. These 
are all matters on which we cannot 
take a hasty decision. They have to 
be considered very carefully. 

The only other point about which 
there has been a little controversy is 
only about where the Appellate Assist-
ant Commissioners should be placed, 
whether under the Law Ministry or 
under the Board of Revenue. 

SIlri Naushir Bharuclloa: It is not a 
small point. 

Dr. B. Gopala Beddi: I am coming 
to that. Six Members have spoken 
today an this matter. Three have 
referred to it and three have not deli-
berately referred to it. 8hri 8. M. 
Banerjee is not interested where the 
Appellate Commissioners are going to 
be placed. 8hri Ram Krishan Gupta 
is not interested where they are going 
to be placed. Perhaps 
they want that the Central Board of 
Revenue should have control. 8hri 
Naushir Bharucha, Shri Harish 
Chandra Mathur and the hon. Member 
from Tamil Nad are interested in 
where they are going to be placed. 
It is not as if the Income-tax officer 
is an executive officer. He is not a 
magistrate. He is not a punishing 
man. He is not a law and order man. 

He has to apply a quasi judicial mind 
to the work and make an assessement, 
allow the expenses and apply the pro-
visions. He is a sort of a quasi judicial 
man looking into the assessments. It 
is not as though the Appellate Assist-
ant Commissioner is going to be a 
judicial officer and the Income Tax 
Officer is a magistrate convicting the 
man on the side of revenue. It is not 
so. We do not want him to be a reve-
nue-minded man. He must apply his 
judicial mind to the matter, examine 
all the contentions of the assessee and 
be as fair as possible, after all, without 
losing the revenue that is due to the 
Government. We want to avoid tax 
evasion on the one side. To say that 
there must be separation of the judi-
ciary and the executive, the I.T.O. is 
an executive and the Appellate Assist-
ant Commissioner a judicial man and 
there must be separation, that he can-
not be the prosecutor and the judge, 
all these are out of court today. We 
expect the I.T.O. to be a quasi judicial 
man. He is a junior officer compared 
to the Appellate Assistant Commis-
sioner, who is a senior man. In every 
department, when an order is passed, 
the assessee or the party has the right 
to go to the higher authority. He can 
say some injustice has been done to 
him, and therefore the higher autho-
rity should look into the matter. If We 
do not have that apparatus and simply 
ask the man to go to the court or tri-
bunal, it is not fair. A senior and 
more experienced man, who has put 
in ten years of service in the depart-
ment becomes the appellate assistant 
commissioner, and he sees whether the 
I.T.O. has gone, wrong. After that, 
certainly you have all the avenues 
available to you, the tribunal, the high 
Court, the Supreme Court etc. 
17 hI'S. 

Shri Morarka (Jhunjhunu): May 
I ask him a question? Committee after 
committe has been appointed to go into 
this matter, and every committee has 
made the recommendation that this 
appellate authority must be taken 
away from the purview of this depart_ 
ment and put under some other autho-
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rity, and why every time it has been 
rejected. 

Dr. B. GopaIa Reddi: Government 
have a responsibility in the matter. 
We want a senior officer to take a 
second look into the matter to see 
whether any gross injustice has been 
done by the I.T.O., and after that, of 
course as I said, the other avenues are 
open, ~nd so many cases are going to 
the courts. 

Take the sales tax in any State to-
day. Is the immediately higher man 
a judicial man? We have the com-
mercial tax officer, then the Deputy 
Commissioner, the Commissioner etc., 
and only at a later stage they go 
before the tribunal. When a Tahsildar 
passes an order, you go to the Deputy_ 
Collector or the Collector who is not 
a judicial man. You do not straight-
away go to the District Judge. 

The I.T.O. is not, I repeat, an execu-
tive or law and order officer. He is 
only a revenue man, applying the Act 
with a quasi-judicial mind and tem-
perament. Then we want a senior offier 
to have a second look into the matter. 
Therefore, we cannot accept the con-
tention of the three hon. Members that 
if the appellate assistant commissioner 
IS put under the Law Ministry, the 
whole face of the incom-tax depart-
ment will be uplifted and present a 
new appearance. 

After all, the Law Ministry is the 
Law Ministry. They do not have ad-
ministrative responsibilities like other 
departments. The Law Ministry is 
mainly there for giving you the drafts 
and things like that, giving legal opi-
nion. I maintain it is not an adminis-
trative Ministry. The administrative 
apparatus must be under a different 
department. 

Shri C. R. Pattabhl Raman: I am 
glad the Law Minister is not here. 

Dr. B. Gopala Reddi: Does he claim 
it is an administrative Ministry? I do 
not think. We know the Legal Re-
membrancer and all those things in 
every State, we know the limitations 
and responsibilities of the legal depart-

ment, and we do not want to saddle 
them with responsibilities of revenue 
collection and things like that. Then 
the legal department wilI lose all its 
savour and become an administrative 
department like any other department. 
And we do not want it to be subject 
to any criticism on the floor 
of the House. Once it becomes 
an administrative department, natu-
rally it will be subject to such criti-
cism. We want to saVe that depart-
ment from that responsibility, and we 
want the appellate assistant commis-
sioner to be under the Central Board 
of Revenue. 

It may be that there is an impression 
that they are being instructed by some 
commissioners, some member of the 
Board of Revenue is giving them 
instructions: you better do this in this 
particular case. I can tell you cate-
gorically that we have no instance of 
a commissioner or a Board member or 
anybody giving directions to the appeL 
late assistant commissioners. They are 
treated with all the sacredness or sanc-
tity attaching to a sessions judge. I 
do not think any appellate assistant 
commissioner, a commissioner or a 
member of the Board of Revenue, is 
interested this way or that way. We 
know cases where the commissioner is 
not satisfied with the assesse-
ment, and he immediately goes 
to the tribunal. That is the straight-
forward course. The commissioner 
need not necessarily accept the report 
of the I.T.O. If he feels that some-
thing has gone wrong or that the I.T.O. 
has given too many concessions and 
things like that, the commissioner goes 
to the appellate tribunal. Everybody 
says that there is an impression that 
they are under the control of the Cen-
tral Board of Revenue. But, after all, 
i.. these matters, it is not merely im-
pressions but it is the facts that count, 
and the facts are that their indepen-
dence is never interfered with by the 
commissi.oner or the Central Board of 
Revenue. Therefore, in this matter, 
we are unable to accept the recom-
mendation of the Tyagi Committee, 
and we think that it is better that we 
continue the pcesent system. 
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Shri Morarka: Kindly reconsider. 

Dr. B. Gopala Reddi: No. 

We have had a very useful discus-
sion. The subject-matter was before 
the country and the House for a long 
time, and that was why Government 
did not think it necessary to have a 
debate on this matter. Anyhow, we 
have had a two-hour discussion, and 
all the main points pertaining to the 
Income-tax Department have been 
thrashed out today, and Members have 
given expression to their views and 
opinions. 

All the other matters that were 
mentioned by Shri Naushir Bharucha 
and others will certainly be considered 
when we bring forward the consoli-
dated Bill before the House, which 
will be referred to a Select Committee 
also. Therefore, Shri Naushir Bharu-
cha and others need not think that all 
the matters that were raised here 
have not been answered. They will 
certainly be looked into at the time of 
preparing the consolidated Bill, and 
we shall certainly bestow our thought 
on them and we shall see what can be 
done. 

With regard to the depreciation 
allowance also, it is being given now. 
Under the amended rules, we have 
already accepted the sort of deprecia-
tion allowance which Shri Naushir 
Bharucha has suggested, and it is being 
given. 

I am thankful to Shri S. M. Banerjee 
and others who have brought this 
matter up before the House. 

Shri Tyagi: With your permission 
want to take this opportunity of 

thanking the House, with all the humi-
lity at my command, for the compli-
ments that they have showered on the 
work of this committee and my col-
leagues. I feel really flattered when 
I read through the paper which the 
hon. Minister has laid on the Table of 
the House. I have never seen any re-
port, controversial as it was, being so 
generously looked into and examined 
by the Department, as this report has 

Enquiry Committee 
been examined. I must thank the 
Government and congratulate them on 
their having accepted the numerous 
recommendations which were of a sali-
ent nature. 

My colleagues have written to me 
asking me to express their gratitude 
also to Government for having accept-
ed Our report in such a generous way 
that practically a'l the important re-
commendations have been accepted. I 
have yet to see any other report which 
has been so liberally treated. I think 
Government for this. 

Shri S. M. BaDerjee~ I only wish t.) 
thank the hon. Minister for the assur-
ance that he has given. I thank also 
Shri Tyagi. 

Shri T. B. Vitlal Rao: (Khammam): 
Cong~atulate Shri Tyagi. 

Mr. Deputy-Speaker: have also 
to thank every side of the House. 

Shri Braj Raj Singh: It is t-!l.anks-
g:ving ceremony now. 

Mr. Deputy-Speaker: The question 
is: 

"That this House takes note of 
the Report of the Direct Taxes Ad-
ministration Enquiry Committee, 
1958-59 and the memorandum of 
dissent, comments and recommen-
dations by Shri G. P. Kapadia on 
the Report, laid on the Table of 
the House on the 21st December, 
1959 ana the statement of the Fin-
ance Minister on the more import-
ant recommendations of the En-
qu;ry Committee, laid on the Table 
of the House on the 9th Septem-
ber, 1960.". 

The motion was adopted. 

17.09 hrs 

The Lok Sabha then adjourned till 
Eleven of the Clock on Wednesday, 
November 30, 1960jAgrahayana 9, 1882 

(Saka). 




