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LEGISLATIVE ASSEMBLY 

REPOR.T OF 1'HE SELECT COMMl'ITEE ON mE TAXATION ON INCOME 
(INVESTIGATION COMMISSION) BILL, 1947 

We, the undersigned, members of the Heloot Committe<~ to which the Bill to 
provide for an investigation into matt~rB relating to taxation on income WIUI refer. 
reot!, have considered the Bill and have now the honour to submit this our Report. 
with the Bill as amended by UII annE'xed thereto. 

Clatl.8u 3 Mld 6.~We propose tb~ replacement of c1aulIC :{ of the Bill al! intro. 
duoed by these two clausell. Sub·olause (a) of the new clause 3 reproduces without. 
material modification RUb·olause (1) of the l)reviou8 clause 3. We han however 
reoallt considerably in our clause 5 the provisions of Bub·clauses (2) and (3) of the 
original Bill. Under those provisioDS investigation into the oases of particular 
C&8e8 could be initiated either by th~ Commission itself or on a direction from 
Government: power was also given to the C',omnUssion to invl"..Btigate the cases of 
persoJ18 whose affairs it found to be C',onnected with those of the person under in. 
vestigation. We consider that this aspect of the Commission's work should in the 
first instance be confiDed to ORees refelTed to it by Government before the end of 
the current year, in which Government has prima facie re&!lons for believing that 
substantial evallion hall taken place. Should the ComJ,llission in the course of an 
inquiry have re&8On to believe that other pel'!lODS have been evading taxation, it 
is empowered lmder sub· clause (!) of 0111' new clause fi to report the matter to 
Government, and if Government considers that an investigation should be made 
into any case so reported, it may at any timt" direct the Commission to make the 
inveatigation. 

Olatut 4.-We consider that the Chairman should be a person who is or haR 
been a High Court Judge, and we amend the clause aocordingly. 

Cla.u.e 6.-Sub.olauaes (1) and (8) reproduce with only formal change clause 5, 
and sub·olause (6) of clause 7, of the original Bill. Our sub·clause (2) repJacee 
clause 6 of the Bill as introduced. While we recognise that it would be impraoti. 
('able for the Commission itself invariably to make the detailed examination of 
accounts and other documents which may be nece88&ry to asoerta.in the true faot.!!, 
we consider that the wide powers which could have been conferred on officers of 
the Commission under the original clause 6 to be Dluch too drastic and capable of 
be~ abused. Under our revised provision, when RJl investigation b~ the Com· 
mission is proceeding, competent pel'8ODB may be deputed by the Commission to 
eumine accounts or other documents and to interrogate for the purpose of such 
examination perIODS having charge of them. Having made 8uch examination, 
the penJon deputed will report to the Commission. 

0l4wt 7.-sub.o1&UIe (1) reproduces the correspondmg sub· clause of the 
ori(pnal Bill, omittmg the power of the Commission to deoide whether there may 
be repreeenta.tion by pleader: we think that this right should be allowed to all 
penona whOle cuee are being investigated, and in our sub. clause (3) we so provide. 
While we accept the eecond part of the original sub·o1&use (2) and inolude it &II Bub· 
... (6) of our draft, we oonaider the first part of this Bub. clause as origin&lly 
drawn to be uDfair to the penoDI ooncemed, and ~ ,!"e l'el?1ace ~ our sub·olaUlt1 
(I). And u we Gl)IWIly mer to the Indian Evidence Act m this 8U~.o1a.~, the 
I1lbltahti.,.. part of the· oriaJDal nb·o}aUle (3) becomes ~ 1n VIeW of 
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eeotion 132 of that Aot. As a mea.ns of protecting witnt!88ell, we prefer to the pro-
'riaion set, out in the proviBos to the original Bub-clause (8) which enabled the Com-
mission to grant certificates of indemnity, the provision which we set out in sub. 
clause (4) requ iring the sanction of Government for the use against witnessee in the 
Courta of evidence given by them before the Commission. Our Bub.olause (6) 
reproduoea the original sub-clause (4) with-only formal modification. 

0lGwe 8.-We prop<ll!El limiting the reopening of aasessment proceedings to 
periode 8llbeequent to the year 1938, and insert a sub·clause requiriDg 8. copy of 
the Commission's report 80 far 8.11 it relates to him to be given to the person in resptlCt 
of whom &II8e88Dlent prooeedingR are directed to bt> taken under this clause. 

Olawe 9.-Our changEJII are formal. 

2 •. The Bill was published in Part V of t,ht' Gautte o/lntlia, dated the 8th March, 
1967. 

3. We think that the Bill haa not been 80 altered &8 to require republication, 
and we recommend that it may be pMBed 8.8 now amended. 

N.w Dmm; 
ftAe 1IA April, 1941. 

• 

• 

JOGENDRA NATH MANDAL. 
LJAQUAT ALI KHAN. 

·P. J. GRIFFITHS. 
MOHAMMAD YAMlN KHAN • 
K. NAZIMUDDIN. 
MUHAMMAD NAUMAN. 
N. V. GADGIL. 
MANU SUBEDAR. 
MOHAN LAL SAKSENA. 
SATYA NARAYAN SINHA. 
LAKBHMI KANTA MAITRA. 
N. M. JOBHI .. 
SHA VAX A. LAL. 
JOHN SHEEHY. 
C. W. AYERS. 

• Subject to • minute of diaaent . 
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MINUTE OF DIBBENT, 

I dieapee entirely with the ohan~ made in Select Committee, inasmuch &I 
tMy eerioualy dimini.h the power of thl Commission to deal with particular C&IeI 
of evaeion. ' 

In particular I tegret that the Commission has now no power to act on it. owD 
initiative and that even the Central Government O&DDot refer a case to the Com-
miasion without prima Jade evidence that evfU5ion hfU5 taken place. 

AI the Bill is now framed, I doubt if the Commission will catch any of the really 
big offenders. 

NlDW DJDLmj 
The 7'" ApriZ~1941. 

P. J. GRIlFFI'!'HS. 
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(BIlL AS AMB)lDJIID BY TaJD 8at.Awr CoIIJIJ'n'lDt1) . 

(Wot'fU 1tnderluw.l or 8ukZtned t1acUcote the a~u IJ~ 
b1J tAe Oommittee : a/ftemu 11uttCQ.U onu""t0n3) 

BILL 

to pr0tJtd..6Jor an t.1We.!hgatWf& into matter8 rdating to~ttOft 
onineome 

WJmJUUS it is expedient, for the purp0ll6 of ascertaining whether 
the aotu&i inoiden<le of ta.xa.tion OR income is a.nd hRoS been in ~t. 

• ye&I'B in aooord&noe with the pl'ovisions of law. lIoud the extent' to 
whioh the existing la.w and prooedure for the a8888IItnent and 
reoovery of suoh taxa.tion is a.dequate to prevent the evaaion there. 
of. to ma.ke prOVision for an investiga.tjon to be made into suo II 
uu.tters ; 

It is hereby enacted ~ follows ; ... -
1. (1) Thia Aot may be oa.Uod the Taution 

v('!s1iigation Commissi on) A(lt, 194:7. 
(2) It extendfj to the whole of Briti!!h India. 

on lnoomtt (In" Short title, meat 
and 1l0lDJD8D0 •• 
ment., 

(3) It alla.H come into {oroe on suoh da.te aIt the Cent.ra.1 Govern· 
ment may, by notifioa.tion in the official Ga.zette. appoint. 

8. In this Act. "taxation on. income" means any tax cha.rge. 
able under tile Indian lnoome.ta.x Aot, 1922 (XI of 1922) or the 
ExooSo Profits Tax Act, 1940 (XV of 1940). 

lnterpretation. 

8. • The Central Government ma y cOllstituto a OommilJ8.ioll Constitut.ion and 
to be O6lled tho Income-tax Inv6stigation 001Il1JliBsion (herein. funotiOllB or 
after referred to as the CoDl.Jll.iMion) who8e dutict! it sba.ll b&- Commi .. ion. 

(a) 110 inveatiga.te Bolld report to fih" Central Govarnment 
ou ali ma.tter.~ rela.ting to taxa.tion on income, wif;h pa.rt.ioUIa.r 
refereQ.09 to the extent to whioh the existing law relating to, 
and prooedure for, the a.sseHsment and oolleoti.on of suoh 
tua.tion is ·adequate to prevent the evaosion thereof; 

(6) to investigate in accord.a.noo with. the provisioD8 oft 
this Aot &Dy ca.se referred to it under seotion 5 a.nd report 
thereon to ~ he Central Government. 

... ... ... ... 

4. (1) The Commission shall consist of a Chairman (being a, ('o~8i~ 
person who if! or has helm· •• a Judge of a High C'..ourt) and two :omm BIIOD. 
other Commissioners, appointed by the Central Government. '-. 

(2) On the OO<ll1l'l'enoe from 8J1Y caUIlC of a vaca.noyamoug the 
Counnisaioners, the Central Government may, jfit thinks tit, appoint 
a person to till the vacanoy. 

5. (1) The Central Government may, at any time befort'l the Poweru of OeDtIal 
8t day of December 1947, refer to the Commission for inveeti. <;:;;emmeot. "w 
tion and report any case in which the Central GoVf!l'JlDlent has inv:!t,I;::. or 
im (J /ae;,g reI¥IOO8 for belie'ring that & person has to a 8Ub8ta.ntial 
tent evaded paymep.t of .ati.on on moome. together with 8ueh 
aterial lUI may be available in IIUpport of 8uohbelief. 
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(I) If in the 00Ul'IIe offInvestiga.tion into ... cue referred. to it 
der Bub. section (1). the Commission ha.s rea.son to beUeve that 
me person other tha.n the person whose case is being investigated 
rJ himself evaded. payment of taxa.tion on income, it may make 
report to the Central Government stating its reMOJl8 for 8uob 

belief, a.nd on receipt of moh report the Central Government may 
• t any time refer the case of such other penon to ,the Com.rniaaion 

or investiga.tion and report. 
Powel'8 of Com· 6. (1) The Commission 'shall have power to administer oaths, 

minion. a.nd shall have all the powers of a Civil Court under the Code of 
Civil Procedure, 1008 (V of 1908), for the purposes of taking evidence 
on oath. enforcing the attendance of witne88e8 and of persons whOle 
oases are ~ investigated! compelling the production of docu· 
menta.and issuing commissions for the examination of witneMell, 
and shall be deemed to be a Civil Court for aU the purpoeee of section 
195 and Chapter XXXV of the Code of 0riminaJ. Prooedpre, 1898 
(V of 1898) ; and a.ny reference in the said Chapter to the presiding 
Officer of a. Court shall be deemed to include a. reference to the 
Cha.irma.n of the Commisaion. 

(2) H in the oourSe of a.ny investigation under this Aot it 
ppears to the Commission to be neoeasary to examine any &OOItunta 
r documents whioh it oa.nnot itself oonveniently examme, the" 

DlDlission may authorise a.ny person quaJifled in its opinion to 
e suoh oxa.mina.tion to examine the a.ooounts or 'documents and 

. terrogate for that purpose any person having oharge or oustody 
lth4!n'eClt and make a report thereon to the Commiasion; and any 

• n having oharge or oustody of suoh aooounts or documents 
11 be bound to produce them to the person so authorised and to 

've to Buoh person any information in respect thereof whioh the 
n 80 authorised may require. 
(3) The Commissioners a.nd a.ll persona a.uthorised by the Com. 

mission under this aeotiOii' hall be deemed to be publio Manta 
within the mea.ning of section 21 of the India.n Penal Code (XLV of 
1860). 

~ed:: of Com· 7. (1) The Commission shall. sl1bjeot to the provisions of thia 
•• Act, have power to regula.te ita, own procedure (inoluding the fWDs 

of plaoee and times of its sJttings and deciding whether to sit in 
public or in priva.te.·.) and may a.o'tiiOtwithBta.ruUng a va.o&DDy iD 
the number of the OommiMionen 

(9) In making a.n investiga.tion under clause (6) of section 3~ 
he Commission shaJl aot in a.ooorda.noe with the principles of natura. 

'ustice, shall follow &8 far &8 pra.otioable the prinQiples of the Indian 
Evidence Aot, 1872 (I of 1872), a.nd 8ha.ll give the person whOle 
oase is being investiga.ted a rea.sona.ble opportunity of rebuttiua 

yevidence adduced aga.inst him. 
(3) Any person whOle oa..se is b.)illg inV'estigated by the 

mm.i88ion ma.y be. ropresentecl by a. pleader duly authorised. to 
a.ct on his behalf. 

(4) Except with the previous 8&Dotion of the Central Govern-
ment,-

(a) no suit, proeeoution or other legal prooeeding sh.&ll be 
instituted againt a.ny person w. any clvil or orimina.l court 
fdr any evidence given by hin'i in any prooeedinp before the 
Commi-ton , and 
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(6) no evidence 80 given sha.ll be admiaaible inevidenoe\ 

a.pinst such person in any suit, prosecution or other proceed. 
ing before such Court.' 

(6) • • • No document ahaU be inadmiMible in evidenotlIl 
any p,rooeedings before the Commiaaion on the ground that it is not 
duly stattJped or registered. 

(6) Nothing in section 54 of the Indian Inoome.tax Act, 1922 
(XI of ]922) or in that section as applied to excess profits tax by 
aection 21 of the Excess Profits Tax Act, 1940 (XV of 1940) IIhall 
apply to the disclosure of any of the particula.rs referred to therein 
in any proceeding before the Commission or in any report made by 
the Commission to the Central Government, or in any report mad.' 
to the commission by &. person authorISed under 8ub.section (2) Of 
section 6. 

• 

8. (1) After considering any report madt' to it under c1aulle (b) Power ~o direot 
Of lIection 3, the Central Government may, by order iii writing, ::n'!t P:' 
direct that proceedings to assess in respect of the income of any oeedint. 
period commencing after the 31st day of December 1938 the person 
to whose case the report relates to income.tax, super·tax el" excess 
profit8 tai""Bhall be taken 'Of feo})ened; and upon such a direction 
being made, such B8Be88roellt proceedings may be taken and com· 
pleted. un~ the appropriate law, notwithflte.nding anythiiig con· 
talDed in section 34 of the Indian Income·tax Act, 1922 (XI of 1922), 
or section 15 of the Excess Profits Tax Act, 1940 (XV of lNO), or 
any other law, and notwithstanding any lapse of time. . 

(2) On a direction being made under sub.section (1). a copy ~ 
the report of the Commission, so far 88 it relates to the case of th 
penon concerned, shall be furnished to him. . 

(3) Nohithata:r.ding aJlything 10 the contrary containrd in any 
other law, in any proceedings directed to be taken under sub-section 
(1), any evidence in the C886 adduced before the Commission or a 
penon authorised by it. under sub·section (2) of section 6 shall be 
admisaible in evid.enoe. 

'" 9. No act or proceeding of the. Oommission or any penon B., of' lurildfotloD. 
authorised by it under sub·section (2) of section 6 shall be oaUed in 
. queation in a.ny manner by any COUrt. and no suit, proaeoution or 
.other legal proceeding shall lie against the ~wn or any Commia· 
lioner or any other person for anything in good faith done or * * 
intended to be done under this Act. 

10. The Central Government may, by notification in the offioial Power to .... 
Guette. make rules for carrying out the purpose. ofthis Act. ald.. 




