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sstion of appropriation of moneys out
of the Consolidated Fund of India to
meet the amounts spent on certain
services during the financial year
ended on the 31st day of March, 1973
in excess of the amounts granted for
those services and for that year.

MR. CHAIRMAN: The question is:

“That leave be granted to intro-
duce a Bill to provide for the
authorisation of appropriation of
moneys out of the Consolidated
Fund of India to meet the amounts;
spent on certain services during the
financial year ended on the 31st day
of March, 1973 in excess of the

amounts granted for those services

and for that year.”
The motion was adopted.

SHR]I PRANAB KUMAR MUKHER-
JEE: Sir, 1 introducet the Bill

Sir, I beg to movet:

“That the Bill to provide for the
authorisation of appropriation of
moneys out of the Consolidated Fund
of India to meet the amounts spent
on certain services during the finan-
cial year ended on the 31st day of
March 1973 in excess of the amounts
granted for those services and for
that year, he taken into consulera
tion.” R
MR. CHAIRMAN: The question is’

“That the Bill to provide for the
authorisation of appropriation of
moneys out of the Consolidated Fund
of India to meet the amounts spent
an certain services during the finan.-
cial year ended on the 31lst day of
March, 1973 in excess of the amounts
granted for those services anq for
that year, be taken into considera-
tion.”

The motion was adopted

ME. CHAIRMAN: Now, we shall
nka up ClauSe-by-Clause corsideration.
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The question is:

“The Clause 2 anq 8, the Sche-
dule, Clause 1. the Enacting Formula
and the Title stand part of the Bill.”

The motion was adopted,

Clauses 2 gnd 3, the Schedule, Clause
1, the Enacting Formulu ang the
Title were added to the Bill.

SHRI PRANAB KUMAR MUKHER-
JEE: Sir, I beg to move:

“That the Bill be passed.”
MR, CHAIRMAN: The question 1s.
“That the Bill be passed.”

The motion was adopted

S—

TAXATION LAWS (AMENDMENT)
BILL

THE MINISTER OF FINANCE
SHRI C. SUBRAMANIAM): Sir, 1 beg
to move*:

“That the Bill further to amend
the Income-tax Act, 1961 the Wealth.
tax Act 1957, the Gift Tax Act,
1958 and the Companiesg Profits (Sur-
tax) Act, 1964, as reported by the
Selecy Committee, be taken into
consideration ”

Slr. this Bill was iatroduced in this
House on the 9th May, 1973. 1Lhe
proposals relating to amendments to
the direct taxcs enactments, contain-
ed in this Bill, were formulated after
a detailed examination of the recom-
mendations of the Direct Taxeg ¥n-
quiry Committee, commonly known
as Wanchoo Commuittee, ani the 47th
Report of the Law Commission on the
trial and punishment of socia] and
economic offences, the latter in go far
as they relale to direct taxes. Op-
portunity wag also taken to sponsor
some amendments on the basis of
suggestions received from wvarious
other quarters as well The main
objectiveg of the amendmentg propos-
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ed to be made are to unearth black
money and prevent its proliferation;
to fight ¢r.d curb tax evasion; to check
avoidance of tax through various legal
devices including the formation of
trusts and diversion of income and
wealth to members of the fanuly; to
reduce tax arrears ang to ensure that
in future, tax arrearg do not accomu-
late; to rationalise exemptions and
deductions available under the rele-
vant enactments and to streamline the
administrative set-up and make It
functionally efficient,

The Bill was referred to the Select
Committee on the 15th May, 1973.
The Report of the Commiitee was
presented to thy, hon. Houge hy s
Chairman on the 20th March, 1975.
The Committee held 64 sittings scru-
tinisedd 450 memoranda and repre
sentations on the Bill received from
various individuals, public bodies,
professional associations, trade orga-
visationg etc. and hearq evidence
of a large number of indivi-
duals and hodlies I would like to
congratulate the Seloit Committee on
the thoroughness with which jt has
dealt with this important Bill.

The Bill has undergone changes in
several directtons as a result of the
deliberations of the Select Conimittee.
The Select Committeg has spelf out
the reasons for the chargeg made by
it, Ido not, therefore, propose to take
the time of the House {5 go over the
cntire ground again, I would, how-
ever, like to explain some of the
important provisions in the Bill and
the main changes recommended by
the Select Committee,

Among the measures for checking
black money and tax evasion, amend-
ments proposed to be mad, in the pro-
visions for searches and seizures
deserve mention. Under the provi-
siong contained in the Bill it will now
be possible for a Commissioner in
certain circumstances to authorise
Search and seizure, irrespective of
Whether the tax payer is assessed in
his jurisdiction or not. This provision
will enable quick action being taken
where delay in procedlures may jeo-
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pardige chances of a successful search.
The power of search would now also
cover persons, vessels vehicles and
air-craft; and assests, account tooks
and documents found at an assessee’s
premises in a search can be presumed
to belong to him and relate to his
affairs, unless proved otherwise,

To those who make a lot of money
through infringement of the laws,
monetary penalties do not really serve
as deterrents. The provisions relat.
ing to prosecutions for tax offences are,
therefore, proposed to be tightened up.
The Select Committee has further re-
commmended that in order to make
the provisiong relating to prosecution
more effective, the discretion vested
in courts to award monetary punish-
ment as an alternatfve to rigorous
{mprisonment or to reduce the term
of imprisonment below the prescribed
minimum should be taken away. I
welcome these changegs and commend
them to the House,

Presently, prosecution for tax fraud
1s provided for only where a person
takes g statement which iy false. The
Bill containg an additional provision to
include wilfu] attempis to evade any
tax among the offences for which pro-
secution can be launched. Again at
present there 1s no provision for pro-
secuting those who wilfully evade pay-
meng of taxes. An amecandment ig be-
ing made to provide fo rigoroug im-
prisonment in such cases also

Simultaneously, in accordance with
the recommendations of the Wanchoo
Commitiee, the pena'ty provisions
under the Income-tax Act and the
Wealth Tax Act are being amended.
Presently, the minimum penalty for
concealment of income or wealth is
equa] to the income or wealth conceal-
ed and the maximum twice the amount
thereof. Experience, however, shows
that such heavy penalties have on the
one hand, compelled one-time tax
evaders o keep on 1o the wrong path
and, on the other, have cast an un-
justifiably heavy burden on the small
taxpayers in the matter of penalties.
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The minimum and maximum penalties
for concealment of income are, there-
fore, prosposed to be equal to the tax
and twice the amount of tax sought
to be evaded. The maximum penalty
for wealth tax is, however, proposed
to be five times the tax sought to be
evaded because the rates of wealth
tax are much lower. All the same
time, persons who have not hitherto
beenr assessed to tax but who have
taxable income are being made liable
to penalty for concealment of income
if they do not file returns of income
voluntarily within the normal period
of limitation for completion of asses-
ament.

Another important provision includ-
ed in the Bill on, the basis of the
rceommendationg @ the Wauchoo
Committee 15 one relating to settle-
ment of cases. Makiny of settffement
has long been, an established practice
but 1t has had no statutory basis. The
Wanchoo Commuitee as also the Public
Accounts Committee in its 50th Report
have suggested statutory provisiong or
guidelines In this regard. Provision is,
therefore, being made for a settlement
machinery. However, once an assessee
applied for settlement of a case, he
will Be debaried from withdrawing
his application af any later stage and
where the application is entertained
by the Settlement Commission, the
order of the Setflement Commuission
will be final,

Many taxpayers, even in higher 1n-
come brackets, try to get out of penal-
ties and prosecufiong for tax fraud hy
taking the plea that they have not
maintained any accounts. The Bill as
originally introduced accordingly in-
cluded a provision for compulsory
mainlenance of accounts by all tax-
payers engaged in normally accepted
professions and by those in business
whose income exceeds Rs, 25,000 or
turnover exceeds Rs, 2.5 lakhs in a
year. The Committee has recommend-
ed thal anly persons carrying on legal,
medical, engineering or architectural
professions or the profession of
accountancy, technical consultancy or
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mferior decoration or any other pro-
fession notified by the Board in the
official gazette, be required to maintain
accounts irrespective of their income/
receipts. Persons engaged mn other
professiong should be required to main-
tained accounts only if their income/
receipts exceed the limit as in the case
of business. I would commend these
changeg to the House.

The power of survey is a useful ins-
trument for checking tax evasion.
The existing provisions 1n this regard,
however, are subject to cerlain gerious
limitations. Certain categories of in-
come tax authoritie, are pow being
empowered to check cash, stocks or
other valuables found m the business
premiscs, 1ecord statements of any
person in the said premises ang re-
quire any information relevant for tax
proceedings to be furnished to them
They will also be ~ntitlei to enter any
other premises, besides, the business
premises where the taxpayer states
that any part of hig books of account,
cash and stocks etc, are kept.

It 1s noticed that although taxpayers
at timesg incur huge ostenuatious cx-
penditure on certain functiuns, cere-
monies and events, when the matter
comeg up for examination in the rele-
vant assessment proczedings it becomes
extremely difficylt to ascertain correct
facts and to gather adeguate evidence
for proper assessment, due to lapse of
time. The proposed provision, there-
fore, seeks also to enable certain in-
come tax authorities to collect infor-
mation and record statements of per-
sons concerned at any time after a
function, ceremony or event but be-
fore the stage of assessment proceed-
ings in the following year, where they
are of the opinion that having regard
to the nature, scalg or extent of the
expenditure incurred, it is necessary
to doso.

The Wanchoo Commiftee made a
number of recommendationg in the
fielg of tax avoidance, While it is true
that tax avoidance is not illegal, it is
equally true that, to the extent to
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one's tax liability, in the final analysis
tax avoidance ig as injurioug to the
economy of the community as tax
evasion.

The institution of religious and
charitable trusts has been widely used
for practising tax avoidance. Scme
amendments had already been made to
the provisions relating to trust in the
Income-tax and Wealth-tax Acls
through the Finance Act, 1872 on the
basis of the recommendations of the
Wanchoo Committee. The Bill con-
tains some further amendmentg on the
basis of recommendations of the same
Committee. The object !5 primarily
to ensure that trusts are nnt used us
media for tax avoidance by the foun-
ders, trustees or their relatives.

The Bill, as originally introduced,
contained a provision seeking tc tax
‘ghost’ or anonymous donations to
charitable trusts at the rate of 65 per
cent so ag to put a cherk on unaccount-
ed or concealed moncey finding its way
into the charitable trusts in the guisc
of donations. The Select Committee
has recommendedg that this provi-
sion be dropped as it would cause
hardship to charitable institutivurs.
Keeping in view the practiral consi-
derations involved, 1 commend thc
change.

Under the existing provisiong of law,
charitable trusts or institutions creat-
ed before 1-4-1962 enjoy tax exemp-
tion, even if they are for the benefit
Oof any particular religious commu-
nity or caste, whereag such exemp-
tion is not available to similar trusts
or institutions created after that
datee. The Bill as originally
introduced, contained a ro-
vision that the income of such charit-
able trusts or institutioms will not be
€xempt from tax, even if they were
created before 1-4-1862. The Select
Committee has recommended that the
exemption enjoyed *»y such trusts
created before 1-4.1962 should not be
withdrawn as it woulg put such trusis
to great hardship  particularly the
trusts made for the benefit of the
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minority communities. I agree with
the view of the Select Committee.

The original Bili contained a provi-
sion proposing to ban investment of
any funds by trusts seeking exemption,
in any business concern nol vwned or
centrolled by the Government. A
period of flve years was also provided
to enable them to make necessary
changeg in their investmenis, The
Select Committee has recommended
that instead of prohib:ting the invest-
ment of trust funds in business con-
cernes not owned or controlled by the
Government, the statute should specify
the modes and forms in which the
fundg of charitable or religious trusts
and nstitutions may be invested, Such
modeg and forms of investmeni{ have
also been spelt cut by the Committee.
However, the Select Commitlee 1ecom-
mendeq that this provision shoulg not
be applicable to (a) any fundg form-
ing part of the corpus of the trust or
institutaon 1mmediately before the Ist
day of June, 1973, (b) the original cor.
pus (be.ug assets other than cash) of
any trust or institution established on
or after the 1st day of June, 1973 and
(c) any contributions (otherwise than
in cash) made on or after the 1st day
of June, 1973 with a specific direction
that they shall form part of the corpus
of the trusi or institution. While 1
generally welcome the change recom-
mended by the Select Committee, I
shoulq like to mention that the ex.
oeptions to the general restriction rela-
ing to investment 1n the specified
modes and forms, as recommended by
the Select Committee, appear o be 100
wide. In order to avoid possibility of
investment of trust funds in a manner
which enables exercise of economic
control over companies without the
consequential liability to income
&#nd wealth taxes, I am suggesting thal
even the funds falling in the three
excepied categories mentioned by the
Committee shoulq not be allowed to be
invested or to remain invested in the
equily shares of companieg nther than
Government companies.

While steps are being takenm to
tighten up some of the provisions
relating to trusts so as to eliminate the
scope for their abuse for tax avoi-
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dance, the Select Committee has also
recommended an amendment seeking
to exempt certain charitable funds of
national importance from income-tax
and to empower the Central Govern-
ment to grant exemption, by notifica-
tion, to any other funds or institutions
establisheq for charitable purposes,
having regard to itg cbjecis and imipor-
tance throughout India or throughout
any State or States. The provision as
amended by the Select Committee how-
ever does not cover religioug trusts
ang institutions. The Government
amendment in thig regard seeks there-
for to extend the benetit of this prov:
sion to trustgs or institutions establish-
ed for public religious or public rel:-
gious angd public charitable purpose as
well. Exemption to such frusts and
institutions will be granted having re-
gard to the manner in which their
affairs are administered and supervised
for ensuring that the income accruing
to them is properly applied for the
purpose for which they have been
established. I trust these amendments
woulg be welcome,

Large arrears of tax have been a
matter of serious concern 10 us. A
number of recommendations were made
by the Wanchoo Commitiee to help
collection of arrears of tax and also to
try to see that in future, as far as
possible large arrears of tax do not
accumulate, On the basis of these
recommendations several important
amerdments are propaseq to be made
in thig sphere through the Bill. As
mentioned earlier, provision is Leing
made for prosecuting a2 tax defaulier
who wilfully attempts {op evade }ay-
ment of tax. Before a tax payer can
flle an appeal to the Appellate Assis-
tant Commissioner of Income-tax, he
must now pay the undisputeq tax.
Properties transferreq by an individual,
otherwise than for adequate considera-
tion, to the spouse, minor child,
daughter-in-law or to son’s minor
child are now proposed to be liable to
attachment and sale for realising sny
of the tax dues of such individual
The Select Committee has recommend-
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ed that i1n thig provigion, transfer of
property of the assessve should also
include indirect transfers and the pro-
vision should apply oaly in respect of
transferg made on or after the 1st day
of June, 1973. The changes are wel-
come,

The Bill as originally introduced
containeq a provision that the house
vent paid by a seif-employed 1ndwvi-
dual 1n excess of 10 pur cent of his
grosg totai income but subject to a
maximum of Rs, 300 p.r morth or 15
per cent of the gross 1olal income,
whichever 1s less, would be allowed as
a deduction In compu'ing hig 1mcome,
subject to certain .onditions, lhe
Select Committee lhias i1ecommended
that the deduction contemplated ghould
also be made available to salaried en:
ployees who are not in receipt ot any
tax-free house rent sllowance [ wel
come the change,

The Bil; also seeks ty yrovide that
expenses incurred in conducting the
assessment pieceedings or appcals
relating thereto should be alloweqd as
deduction in compuuing the total in
come, subject to an over all ceiling
The provision containeq In the origmal
Bill proposed g ceiling of Rs. 2000
this regard. The Select Commiltee has
recommended that the ceciling should
be raised to Rs. 5,000 I commend the
change to the House.

In the field of tax administration, a
major step which s teing taken 1s to
streamline the adminis‘ranve set up
and to make it funcfionally efficient
1s to permit a change in the pattern of
jurisdiction in respect of assessment
work so as to enable the experience
and guidance of a senior officer of the
rank of Inspecting Assistant Commis-
sioner being made 1vailable to the In.
come-~tax officers. For thig }.urpose, the
Inspecting Assistant Commuissioner’s
range is proposed to be made, where
it is advantageous to do so, the basic
jurisdictiona] unit, and the Inspecting
Assistant Commissioner and all the
Income-tax Officers under him will, in
this pattern of jurisdiction, have con-
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current jurisdicatoin ovar al] the cases
in the range This will enaktle more
important and complirated caseg being
handleq directly by senior officers
either singly or jointly with Income-
tax Officers,

Sir, the objects of the Bill are very
laudable, The provisions of the Bill,
when enacteq into law, will help in
combating tax evazon, curbing tax
avoidance and dealing with the pro-
blem of tax arrears more effe tively.
I trust that the Bill will receive the
unanimoug support of the House,

Sir, I move.
MR, CHAIRMAN: Motion moved :

“That the Bill further to amend
the Income-tax  Act, 1961, the
Wealth-tax Act, 1967, the Gift Tux
Act, 1958, and the Companies pro-
fits (Surtax) Act 1J64 as reportea
by the Select Committee, be taken
into consideration.”

SHR1 S, M. BANERJEE (Kanpur):
Sir, as a2 member of the Select Com-
mittee, I have appended a note of
dissent along with Mr. Sezhiyan and
Mr. Mavalankar and I do not want
to repeat the arguments given there,
because some of the amendments given
notice of by the hon. Minister are
welcome. I do realise that we could
not have radically changed the veri-
ous provisions. Attempts have been
made no doubt to bring to book tax
evaders. An attempt has also been
made to see wheth2r there 15 g paral-
le]l economy running in this country
with the help of the black money
which is there to the tune of Rs, 10,000
croregs or Rs. 20.000 crores—we do
not know how much i1t 1s—and whe-
ther we are able to uncarth it, 1 am
happy the Prime Minister is here,
When she was Finance Minister, re-
garding avoidance of tax through the
medium of charitable trusts, she said:

“One of the major devices leading
to tax evasion and avoidance is the
creation of private trusts.”

We met many representatives of these
trusts, Some were really those whom
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we could possibly trust, hut there
were many whom we could not trust.
Some provisions were made in the
Finance Bill of that year and this
was done, to quote the Prime Minister
again, “to curb the use of the funds
of charitable and religious trusts to
acquire control over industries and
business”. Some measures have been
taken, but what is the position today?

The main objects of the Bill have
been giated to be—-

“(1) to un-earth black money an¢
prevent its proliferation;

(1) to fight and curb tax evasion;

(1ii) to check avoidance of tax
through varioug legal devices, in-
cluding the formation of trusts and
diversion of income or wealth to
members of family;

(iv) to reduce tax arrears and to
curb accumulations in future;

(v) to ralionalise exemption;s and
deductions,

(vi) to streamline the adminijstra-
tive set-up and make it functionally
efficient.”

These were the laudable objectives
tor which the Bill was sent to the
Select Committee. 1 am sorry the
Chairman of the Committee, who did
a wonderful job, is not here. 1 do
not see Mr. Sathe also, who alse
appended a note of dissent. He said,
this cannot be termed as a note ©0f
dissent but only as his comments on

thig Bill,

Today when we are discussing tms
particular Bill, what is the picture
before us? I have not got the current
figures, but in 1971-72, out of 21 lakh
assessees assessed for income-tax, the
total number of persons whose income
wag above Rs. 1 lakh was only 27,44%.
In 1975 it might have risen to 30,000
or 85,000. Those persons paid a total
revenue which was almost Rs. 1100
crores in 1971-72, Those whose in
come wag between Rs. 20,000 and Rs. 1
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lakh paid about 20 per cent of ihe
tax revenue, their total number being
approximately 3 lakhs. The rest num-
bering about 17 to 18 lakhs paid only
10 per cent of the tax revenue, Thus
clearly reveals that the entire biack
money to the tune of Rs. 10,000
crores—] do not know whether the
Government has been able to assess
this amount exaotly—it may be the
tune of even Rs. 20,000 crores now—
this money is confined to these 27.442
persons or 30,000 persons. Out of &
population 65 crores, 30,000 persons
are controlling black mcney to the
tune of Rs, 10,000 to 20,000 crores
Now, what are the measures to con:
trol or punish these 30,000 people”
They are the big business houses.
They are the monopolists,. They run
newspapers, they run jute mills and
textile mills. They run iron and steel
mills. We know how they join and
how they help the counter-revolutiou-
ary forces in the country. We know
a particular business house which
controls 13 newspapers, jute mills and
what not. We know how they were
aiding and abetting the counter-revo-
lutionary forces headed by, according
to Mr, Samar Guha, the tallest person
in the country, Mr. Jayaprakash Nara-
yan. I know Mr. Jayaprakash Nara-
yan hag made great sacrifices.  His
sacrifice is twice my age. But sacri-
fice is not a fixed deposit from which
one can draw. From out of olack
money, they corrupt the prlitical par-
ties, all political parties including the
ruling party. That is why after the
Wanchoo Commission’'s recommenda-~
tions, an honest effort has been made
through this bill to unearth black
money. But what measures have
been taken? Speaking on the Finance
Bill recently—under which the exemp-
tion limit has been raised from Rs.
6,000/- to Rs. 8,000/—I1 had said.
*"Why not take this opportunity,—
when there is an atmosphere in the
country, an atmosphere of speed, an
atmosphere of courage, an atmosphere
of conviction and an atmosphere of
progress—and bring in a legislation
by which the income-tax dodgers, the

r
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income-tax evaders—who are, accord-
ing to me, anti-social elements—are
not allowed to approach the court of
law? Why not take this opportunity
o make this particular crime, this
particular offence non~justiciable?
There may be some more criticism
about it. There may be some people
who would criticize, We should not
be afraid of criticism. We have tole-
rated criticism enough. Everybody
to-day knows that at least now every
man in the country takes things seri-
ously; and 1 am hapvy about it, Other-
wise, our parliamentary democracy
was so liquid that it can flow any-
where, even into the gutters of the
country. Why not have the courage’
I was happy that the Finance Minister,
Shri C. Subramaniam said that he
will apply his mind. A time has
come when, by passing such a legisla-
tion, we can preclude, debar those
persons who have to pay Rs, 800
crores of arrears—I am talking of
arrears and not of black moncy.
According to this source, it is the
effective arrears. I uo not know what
the non-effective arrears is. They are
living in India. Some cases are in
the High Court; and some are hefore
the Supreme Couri. When the case
goes to the latter, it takes 2 or 3 years,
sometimeg it may take 50 years. So.
a legislation may be brought in. Ano-
ther thing I would say. Shri Vasant
Sathe, in his note of dissent has said:

“This may not strictly be termed
ag a note of dissent. But | wished
to register my feeling of disappoint-
ment having wasted lot of public
money and more than two years of
time of the Select Committee on &
Bill whose provisions have no nexus
with the main objective enumerated
in the terms of reference. Such an
exercise is self-deceptive and mis-
leads the people.”

I do not wholly agree with this, It
has misled the country also. Natur-
ally, even Mr, Vasant Sathe g mem-
ber of the ruling party and a law-
yer—I am not a lawyer— has felt the
futility of this legislation. Unless a
comprehensive legislation is brought
in, it will not bring about un-earthing
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of .black money. Not only legislation,
but certain measures have to be taken.
We have been shouting from the
house-tops that some measures should
be taken by which the black money
comes out.

Recently in Bangla Desn they demo-
netised and it has brought out a huge
amount of black money. Here also
we should demonetise now, but of
course because of our demand and
because of Government's hesitation,
the 'tax evaders must have disposed
of hundred rupee ilotes ang converted
them into gold or pioperty or some-
thing else, but really they should demo-
netise and put a ceiling on urban
property,

Then there are certain strict mea-
sures which have to he taken by fur-
ther legislation, not only by giving
powers to the income-tax officers.
Some of the officers have done a
wonderful job and I congratulate them,
but there are certain others who also
connive with the tax evaders. I know
certain cases. In a city like Kanpur,
the property of a particular mill own-
er was about io ne attached, but
somebody informed him and he went
in a writ to the High Court and that
could not be attached. This gentle-
man has not paid income-tax after
independence, not a single pie. Some-
times people become indepedent, they
do not pay at all.

Another gentleman who after inde-
pendence has not paid income-tax,
wealth tax, sales tax or any tax, is
the famous Ram Ratan Cupta who
once upon a time was a Member of
this House. 1 am afraid this gentle-
man is going away to Nepal. He I8
actually hobnobbing with a gentleman
in Nepal who is supposed to be the
Guru of the Maharaja of Nepal. Once
he gets hold of the Guru in Nepal,
you can understand what w;ll happen
in Nepal ] only ieguest the Hon.
Finance Minister to convey my feel
ings to the Minister of External Aff-
alrs not to allow this gentleman to
go to Nepal. Let him confine himself
to Kanpur, let him not go to Nepal
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1 am happy that today the Congress
Committee in U.P. has raised its
voice. 1 have been 4ghting, there
were nine attempts on me but I have
not yielded to the threats of this man
who has tried to corrupt everyone
there. Rs. 31 lakhs of income-tax
were due from him, but he got it
written off. Dr, Reddy, Governo; of
U.P., was then the Minister of State
in the Finance Ministry. He is a nice
person a product of Shanti Niketan.
Poor fellow, he did not know what he
wanted. He got a noie prepared and
Rs. 31 lakhs were written off. When
we asked questions whether the gentle-
man was dead or whether he had
gone away to other countries, they
said an investigation would be made.
I do not impute any motive to Dr.
Reddy whom 1 regard. He is a sort
of Acharya from Shaati N'ketan. Like
Ram Ratan Gupta there are many in
Kanpur, but he is the best of the lot.
To punish such people it is necessary
to bring proper legislation.

We wanted certain files containing
detailed reasons for the acceptance or
non-acceptance of most of the recom-
mendations of the following Commit-
tees, bui they were nout available, The
Committees were: Income-tax Investi-
gation Committee, 1948; Income-tax
Enquiry Commission, 1953-54; the one-
man Committee presided over by Prol.
Kaldor, 1956; the Direct Taxation
Enquiry Commission, 1958-59. In the
absence of the relevant flles, it has
not been possible to give the reasons
for not accepting these recommenda-
tions. I am only saying that these
files were not available. My hon.
friend Mr, Sezhiyan, who is unfortu-
nately not here, who is in bad com-
pany, I really feel for him, was the
one gentleman who laboured much in
this Committee, hats off to him for
his labour, and he has given a Note
of Dissent.

The income-tax net is more like the
proverbial spider’s met in which the
small flles are caught, but the big ones
escape. This is exactly what has
happened. In this particular Bill more
powers have been given, but above
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that 1 would request the Hon. Minister
to kindly consider ifor a moment whe-
ther some more provisions are not
necessary to curb the activities of
trusts. Take the Tirupati Trust. 1
do not say anything against it, other-
wise somebody will he angry and say
that because I belong to the Commu-
nist Party and I do not believg in God,
1 am attacking Tirupati. 1 will bow
a thousand times to lirupati, but what
about the Tirupati Trust? What gbout
the Viswanath Trust in Banaras? What
about the Trust in Dilwara Temple?
There is g buge amount at their dis-
posal. I do not know now this money
ig utilised, but they are giving this
money to the industrialists, This
Trust money is being utilited for cer-
tain industries. Though there is
enough provision to ban that, {p check
that, still they are gning it. 1 can
understand Trusts for widows. We
know how earnestly they argued their
point in Bombay, but Mr. Palkiwala
argued before us for three hours I
am envious of his eloquence, fighting
for those who 1n his personal opinion
also were utilising this money in the
name of God for purpuses which do
not serve the country,

There is a story that a Committee
was appointed to find out how much
of the money collected in Gurudwaras,
Masjids and Mandirg went to God.
When somebody was asked in a mas-
que how much money he took and he
said, “I put a circle The aimount
which remains in the circle goes to
God and the amount outside the circle
13 mine.” Somebody else ultimately
said, “I do not believe in these things.
1 throw the money so that God c¢an
take whatever he can possibly take.
Whatever comes down is mine.” It is
just like this,

I am not against the Trusts if they
are honestly run. Let the money be
used for even religious purposes, but
the money is being advanced to indus-
trialists and to monopoly houses, These
matters were raised in this House
The hon, Minister unfortunately joined

Bill

the Select Committee very late, but
1 agree that he has conceded inany
points and I am sure that after one
year's fair trial after this legislation
ig passed, he will come lefore this
house, if it exists, with a comprehen-
sive legislation for controlling Llack
money,

Concealment of income by g person,
if it is found, should he made public.
It 1t is published, then socially also
the person concerned will be boycotted
and put t, shame, of course if there
is any shame left. Today concealthent
of income in our country does not
make a man's position worse. A per-
son against whom income-tax 1s due,
wealth tax 1s due, to the tune of not
only thousands of rupees, but lakhs
of rupees, he can readily become the
Chairman of a big commission or he
can preside over a function v.here the
Prime Minister is invited,

15.00 hrs

When Pandit Jawaharla] Nebru was
alive, when he went to Kanpur in 1962,
1 was surprised to learn that he was
being paid a cheque of Rs. 24 lakhs.
1 still remember thut | wrote him
a letter saying, “Respectey Panditji
that the cheque ihat was being paid
consisted of Rs. 14 lakhs from the
Employers’ Association against whom
an arrear of income tax was due to
the tune of Rs. 4.98 crores; Rs. 50,000
by the Cloth Merchants who increas-
ed the price of cloth between Diwali
and Dussehra; and Rs. 50,000 by the
Leather Merchants who gave only 50
paigse to their workers, the lowest
wages.” I must say that when he rea-
ched Kanpur, when he wag given an
ovation by the Corporation—at that
time the Mayor of the Corporation
was Mr. Ram Rattan Gupta—when
the cheque wag being given to him
by Mr. Ajit Prasad Jain, who was the
CTC chief, he immediately said,

“Wherey did you get this money
from”? He put a question and
returned the cheque. Such was

the Prime Minister of our
country, I am sure Mrs. Indira
Gandhi would have nationaliseq the
banks because she had the courage
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and conviction to qo it. She is the
greatest lady which this country has
produced. I am =ot talking ot Rani
Jhansgi., That 18 a different matter,
I must say that she is a lady of
nerves. She has shown to the country
what she could do,

On the 26th, somebody said that
there would be bloodshed in Delhi.
I am yet to see that. I have not seen
Nader Shah or somebody. I was
moving. 1 was told by the people
that if I went gut, I would be murder-
e¢d and so on. I saig plainly that we
are 12 brothers 11 are dcad and I am
only one alieve. ] wanted to die at
the hands of scmebody who can pos-
sibly kill me. Nobody had done it.
Not a single shop was closed for even
half an hour,

So, I can say that she has the
courage and conviclion to bring a
legislation py which the black money
could be unearthed. With these
words, I again request the hon. Fin-
ance Minister, when he replies, to
assute this House what other provi-
sions, apart from the provisions of
the Bill, are being made, to unearth
the black money,

We have seen, after the rawding of
the Jaipur House and other forts,
how much jwellery has come out. 1
would like to know whether there is
any intention to raig other houses
also. I do not want an 1mmediate
reply, otherwise, these will become
a farce, Let him reply in his own
heart and ask the income tax autho-
ritieg to do it I am sure, the Finance
Minister will see that these houses
are searched. I am also happy to
read in the newspapers that all porh
houseg either in Dclhi or in other
metropolitan cities, will be searched
to know how they have actually ac-
quireq this wealth. In Delh itself,
if you happen to go around, whether
it is Golf Links or Maharani Bagh,
you will findq many lig houses. In
Golf Links, I am told that one of the
Members of Parliament had purchased
a house worth Rs. 5 lakhs, I was
surprised and I wanied {o know whe
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ther the value is really Rs. 5 lakhs
Another person gaid that he was pre-
pared to purchase a house for Rs. 10
lakhs,

I do not know how possibly he
could have Rs, 5 lakhs. This is the
25th year of our parliamentary lfe.
Most of us are living in North Avenue
and South Avenue and we have not
been able to acquire any property.
How could a Member of Parliament
acquire properity worth Rs, § lakhs?
It requires a thorough investigation.
Whether it is Maharani Bagh or Golf
Link or any other link, we have to
tind out the link which can bring so
much money.

An investigation should e made
into the coming up of sky-scrapers in
Bombay. I went to Bombay after six
months, I could not recognise Bom-
bay. You go to Palh Hills, It has
completely changed. 1 am surprised
to see so many sky-scrapers coming
up. Who are the persons who could
possibly build those houses?” Now, it
has suddenly been stopped. About
3 lakh workersg have become absolutely
idlee. Why? 1 want the Chairman of
the Board of Direct Taxes to have
the same courage to raid big houses
in Bombay, Calcutta and other
places... ..

AN HON. MEMBER: Also Madras.

SHRI S. M. BANERJEE: I do not
know much about Madras. But surely
in Madras also. We have got a book
which has been prepared by my hon.
friend, Shri Muruganantham. But 1
do not want to read i; when DMK
Members are not here. 1 want them
to listen and reply to that. I do not
want to stab somebody at his back.
An inquiry should be conducted into
al] the big houses in Bombay, Delhi,
Madras and other metropolitan cities,
including Kanpur. Though small
houses have been constructed there,
Liquid money is more than the houses.

With these words, I support the
Bill. I support it with an observa-
tion that this Bill, ultimately, does
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not help in unearthing black money.
1 repeat that more has to be done to
unearth black money. In addition to
the various provisions of the Bill,
further measures have to be taken
and these measures ghould be an-
nounced in this House.

SHRI S. R. DAMANI (Sholapur):
Mr. Chairman, Sir, I am very happy
to support the Bill. It is very nice
that it has been possible to bring this
important Bill during this short ses-
sion.

Before thig Bill, the Wanchoo Com-
mission has made a very thorough
report. The Select Committee has
worked for about 1-1/2 years and
examined the Bill. About 80 wit-
nesseg appeared before the Select
Committee. They got about 450 me-
moranda fromh various persons and
organisations. Various important per-
song and organisationg gave evidence
before the Select Committee. The
Cabinet Secretary, the Economic Af-
fairs Secretary, the Finance Secretary
and the Chairman of the Central
Board of Revenue also appeared be-
fore the Seleet Committee. After
taking into account all the views ex-
pressed by different cross-sections in
the country, the Select Committee has
made their recommendations anq these
recommendations have been incorpo-
rated in the Bill which is before the
House today.

Before I go to other points, I want
to draw the attention of my hon.
friend, Shri S. M. Banerjee, who has
spoken just now to his note of dis-
sent. He has criticised and attacked
evety body. I have been prompted to
speak on the note of dissent given by
Shri S. M. Banerjee along with his
other coleagues Shri Era Sezhiyan
and Shri Mavalankar. On the one
hand, Shri S. M. Banerjee has said
that raids should be carried out
everywhere in every big house, on the
other hand, he has ohjected as to why
we are giving so many powers to the

Bill

Income-tax officers. He has men-
tioned in the note of dissent in para-
graph 30:

“The Bill has amended Section
132A and introduced g new Sece
tion 133A. These twp provisions
have clothed the Income-tax Offi-
cer with enormoug authority.”

Now 1t ig said that they can enter
any house, whether the proprietor is
there or whether the clerk is there;
whether anybody is there or not, they
can enter any house and search. He
is critical of that and he says that
siving these powers to such officers
is not desirable. On the one hand he
says that the rajds should be carried
out, and on the other hand when Gov-
ernment is giving this power to the
income-tax officers—they gre very
important officers; they are not ordi-
nary officers—he gives this kind of
note of dissent. This is adopting
double talk. (Interruptions) Ultimate-
ly, at the end, this is what he says:

“This Bill is indeed a Black
Money Bill—a Bill to encourage
black money.”

I only wantea to draw attention to
this—what he has written in the note
of dissent and what he talks. 1
thought I must point out this differ-
ence. This hag prompted me to parti-
cipate 1n the discussion on this Bill.

It is very essential that there
should be fear in the minds of the
tax-payers, in the minds of the public.
On account of thig fear, the Board of
Direct Taxes has been able to collect
more than Rs. 250 crores last year.
This is not a small amount. They say
that there is recession in every indus-
try. But the revenue has gone up by
Rs. 250 crores. So many people have
come forward to pay because of fear.
There should be this fear: it a per-
son tries to avoid the tax or evade
the tax, he will have to pay a high
penalty and not only penalty but also
face prosecution and the prospect of
going to jail. Thege are the clauses
where strong action iy proposed in
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the Bill by the Government. As 1
said, the revenue has increased be-
cause of this fear, the black money 1s
gradually coming out. Therefore, 1
say that every care has 'been taken at
the stage of Select Committee to make
this Bill foolproof, to plug the loop-
holes, to try to simplify the language
and also try to create fear in  the
minds of the tax-evaders. Therefore,
I congratulate the Finance Minister
for this fine piece of legislation.

Then, they have also given an op-
portunity. The opportunity is this.
If any person, whatever wrong he
may have done, wants to disclose his
rea]l] income, there is the Settlement
Committee; he can approach the Set-
tlement Committee and make the
position clear, and if the Settlement
Committee is gatisfied, there is the
orportunity for his to come to settle-
ment and ssve himself from all those
provisions.

So, there are two things. If a per-
sn tries to evade, there is the provi-
sion for penalty. They have alsg said
that the assessees can come and take
advantage of this, otherwise they will
have to suffer for evasion of taxes. I
think, Sir, both these clauses will
gradually reduce to g great extent the
evasion of taxes.

In this connection, what my friends
have said about the Settlement Com-
mission:

“One cannot escape the conclu-
sion that this Settlement Commis-
sion is designed to help big tax eva-
ders in reducing their liability and
getting out of the provisions relat-
ing to prosecution gnd penalties.”

The point is, that whatever the Gov-
ernment does, our friends have al-
ways to criticize it. Though on the
one hand, they know that this is good,
yet they will critisize it. Then, Sir,
who are the members of this Settle-
ment Commission? The Settlement
Commission' shall consist of a Chair-
man and two other members gnd who
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are they? They will be chosen from
amongst persons of integrity and out-
standing ability, having gpecial know-
ledge of, and experience in, problems
relating to direct taxes and business
accounts. The persons selected will
have intimate knowledge and experi-
ence so that they can do justice just
like judges. Is this to help the tax
evaders? There ig nothing else but
they have to criticise whatever the
Government does. Let them not have
two standards; they should have only
one standard.

My friends have aiso mentioned
about the charitable trusts. Now the
provisions in this Bill are meant to
stop the hitherto practice of investing
funds in shares of companies and no
one can take objection to it. Further,
the Government has taken away their
right of voting. On any shares of
companies held by trusts, the voting
rights of these shares are not with the
trustees, but with the Government.
Secondly, in future, the trusts cannot
make investment in the shares of any
company. The entire amount of the
charitable trusts is to be utilised gc-
cording to the policy laid down by
Government. They can make invest-
ments in nationalised banks, in gov-
ernment securities, in post office de-
rosits, Government honds ete. which
are guaranteed by Government. Gov-
ernment will have full control in
future investments by these trusts.
And whatever investment has been
made by the charitable trusts, Gov-
ernment has taken away the right of
voting. Even now, my friends want
to critisize. I wanted to point out to
my friends, that by this Bill, how
much power Government has taken in
their handg and what they have done
to plug the loopholes.

My friend also mentioned about the
tax arrears. The tax arrears are about
800 crores and about 1.3 million as-
ressments are in arrears. In this con-
nection, the total amount of collec-
tions by way of income-tax, wealth
tax and gift tax is Rs. 1500 crores an-
rually and the total number of asses-
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sees is 3.5 million. Now, out of Rs
1500 crores of annual collections, if
Rs. 800 crores are in arrears, it is a
little more than half and out of 3.5
million assessees, if assessment in res
pect of 1.3 million ig in arrears, the
position is not so bad as my friend
has pointed. I am not pleading for
anybody but I want to show what the
government has done.

Yesterday we discussed about the
Finance Bil] in which the exemption
limit has been increased from Rs. 6000
to Rs. 8000, By that gstep, 7 lakhs
assessees will be reduced. Then they
have provided for summary asses::
ments in respect of incomes upto
Rs. 25,000. So, the burden on the
Income-tax officers will be consider-
ably reduced and they can concen-
trate on the big cases. So, gl the
3.000 income-tax officers, Assistant
Commissioners and the Commissioners
can’ concentrate on the big income
group and can take care to see where
the evasiop is going on and catch
them. By these measures, all efforts
have been made tp reduce the tax
evasion and catch the tax evaders. I.
therefore. congratulate the Finance
Minister for this Bill.

Then, a word about this Rs. 800
crores arrears. This i3 a very gmbigu-
ous thing. I think it will be better if
the Board of Direct Taxes take a lit-
tle more pain in explaining out of this
how much amount is outstanding on
account of litigation, how much
amount iz outstanding on account of
assessment having been completed
but payment date has not yet become
due and how much amount ig out-
standing for more than one year so
that we can know what i the real
outstanding, where the weakness lies
and why the amount is not recover-
ed. If they give the break-up. they
will get less criticism from the Mem-
bers. 1 hope in future they will takn
a little more care in giving a break-
up of the outstandings.

Bill

Before I conclude, I want to make
one or two suggestions...,

SHRI S. M. BANERJEE: What
about unearthing black money? Why
not you suggest something?

SHRI S. R. DAMANI: The Finance
Minister will be able to reply about
that. In a country like ours where
agricultural income is tax-free, how
can a man estimate this is black
money and this is not black money?
It is all a guess-work. I do not want
to indulge in this matter. Let the
Finance Minister reply about this.

Between the Income-tax  officers
promoted and the direct recruitg there
seems to be a long-standing dispute
rgoing on which creates a lot of bad
blood,

Hon. Finance Minister may kindly
make all efforts to settle the disputes
between the two categories of stafl,
so that there are no contradictions.

There are so many works which
have been entrusted to IT.Os. such as
maintenance of statistics, etc. These
should be taken away from them so
that they may concentrate more on
completing the assessments.

There is dearth of training centres
for the officers. There is only one
training centre at Nagpur for three
thousand officers. More training cen-
tres should be opened for the training
of these officers.

Without retrenchment or creation
of new posts, computerisation may be
adopted.

Hon. Finance Minister has spent
crores and crores of rupees to meet
the demands of other Departments
but he s a bit economical so far as
his own Department ig concernd. 1
hope the Finance Minister will be
liberal and give more money for
training purposes, for statistics and
for residential accommodation for
Income Tax Department.

With these words I conclude.
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Mr. Chairman, Sir, the Taxation Laws
(Amendment) Bill is 3 major piece of
legislation and of fundamental import-
ance. It seeks to effect wide changes
of far reaching importance in the
structure and pattern of direct taxa-
tion. The Joint Select Committee, to
which the original bill was referred,
has thoroughly examined the Bill and
made some important changes. Sir, I
welcome the Bill in the new shape
in which it hag emerged from the exa-
mination and deliberations of the
Joint Select Committee.

The main objectives of the bill are—

1. To unearth black money and
prevent its proliferation.

2 To fight and curb evasion of
tax.

3 To check avoidance of tax
through various legal devices
including the formation of
trust; anq diversion of income
or wealth to members of the
same family.

4 To reduce t{ax arrears and
prevent accumulation of ar-
rears in future.

5. To rationalise exemptions and
deductions available under
the relevant enactments; and

6. To streamline the administra-
tive set up and make it func-
tionally effective.

The Bill is thus comprehensive 1n
character and seeks to make the ne.
cessary and consequential gmendments
in all the direct tax laws auch as the
Incomes Tax Act, 1961, the Wealth Tax
Act 1987, the Gift Tax Act 1958, the
Companies (Profits) Surtax Act of
1964,

1530 hrs.
[(Surr C. M, STEPHEN in the Chair)

The policy as regards direct taxes
hag beey progressive in character.
The higher the income the larger the
proportion of it which you pay by
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way of tax. Over the years the pro-
gressiveness of the tax system increas-
ed to such an extent that the highest
rate of taxation on income went up
to 99.75 per cent. This was respon-
sible for our reputation as the most
highly-taxed nation. This rate of tax
on the highest bracket was brought
down to 77 per cent last year. The
objectives of our policy were broadly
to maximise revenue for develop-
mental purposes, anq tp reduce in-
equalities of mcome and wealth.
Though revenue has increased conti-
nuously over the years, it must be
admitted that by and large both the
objectives of tax policy have been
defeated by the poor and inefficient
administration of the enforcement
machinery and adverse reactions of
the tax papers to the structure and
pattern of the tax system.

The result hag been avoidance and
evasion of tax on an unprecedentedly
large scale all along the line and the
accumulation of black money in the
hands of tax evaders, blackmarketeers,
smugglers etc. which has threatened
to make governmental contro} of the
cconomy ineffective and nugatory.
This has happened though the num-
ber of assessees has been small. ¥or
instance, on 31-3-74 it was not more
than 34,60,843. Out of a total collec-
tion of Rs. 1304.5 crores of corpora-
tion tax and taxes on income other
than corporation tax, Rs. 1201.4 crores
were accounted for by (1) deduction
at source; (2) advance tax; and (3)
self-assessment. This means, collec-
tion of onlv Rs. 103 crores was due
to regular assessment. Now as
against this, consider the large army
of people in this department. There
are today over 3000 incometax offi-
cers, 100 commissioners, 700 assistant
rommissioners, 3188 inspector< and
266686 supervisory/clerical staff. Assess-
ment work which involved serious at-
tention on the part of this bureau-
cracy has vielded a collection of only
Re. 103 crores during 1073-74,

It is to deal with this situation.
i.e to cope with the problems of {ax
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evasion, to unearth hlack money and
to prevent itg proliferation and to
streamline and improve the enforce-
ment machinery that this Bill has
been brought forward by the Govern-
ment.

To achieve these objectives, the Bill
seeks to plug same loopholes ratio-
nalise the system of exemptions and
deductions and tone up the efficiency
of the administrative machinery. I
have not the slightest doubt that the
Bill will succeed in achieving those
objectives to a considerable extent.

There hag been a lot of discussion
about charitable and religiou; trusts.
Their funda have been used to acquire
control over industry and business. I
wish the committee had recommena-
ed a system under which, as in Ma-
harashtra and Gujarat, the Charity
Commissijoner supervises and regu-
lates their functioning and invest-
ments. The provisions in the amend-
ed Bill will however go a long way
to prevent the abuse of funds and are
also, in my view, {air {- trusts crea'-#
befsre 1-4-62 The excmptlion from
Income tax granted to such charitable
trusts has not been withdrawn as con-
tempilated by the provisions of the
original Bill.

For years we thought that only
merchants, traders and manufacturers
were guilty of tax evasion and hold-
ing of black money. But recently, a
highly educated, respected and influ-
ential class of people have joined
their ranks viz, prosperous members
of the legal, medical, engineering or
architectural professions. This has a
very depressing effect on the morale
of the whole community. The income-
tax officers usually come from the
same class of people as these profes-
sionals. 1 hope class interests will not
prevent them from strict and honest
implementation of the provisions
which amend section 44A of the In-
come-Tax Act, requiring those pro-
fessional people to keep proper ac-
counts of their receipts and expen-
8es.

Bill

Out of the numerous amendments
to the direct tax laws, I will like to
mention only one more, viz, thatre-
lating to prdsecution, embodied in
clauses 68, 70 and 100 of the Bill be-
fore us. The Bill seeks to make the
provisions of the Income-tax Act re-
lating to prosecution more effective,
by taking away the discretion vested
in courts to award monetary punish-
ment as an glternative to rigorous im-
prisonment or to reduce the term of
imprisonment below the prescribed
minimum. It is sad to note, that des-
pite stupendous tax-evasion there was
no case at agll of prosecution from
1940-41 to 1958-59. Even afterwards
there have been only stray and nomi-
nal caseg of prosecution. The Publie
Accounts Committee in its 87th Re-
port has said, that out of 75 cases
where the income concealed was over
Rs. 5 lakhs during 1970-71, only in
one case was prosecution launched
and that two other cases were statea
to be under consideration.

This shows that the provisions of
the law relating to prosecution have
remained on paper and have nnt been
implemented at all. Non wonder India
has become  taxevaders’ paradise.

Unless the tax department energises
itself, overcomes its fatal weaknesses,
and implements the Act with vigour,
honesty and integrity the claimg of
revenue will continue to be sacrificed
mercilessly and the ideal of a growth-
oriented tax system, a tax system,
which promotes economic develop-
ment, yields a higher revenue as ra-
tional] income increases and makes a
thrust towards a serious reduction of
inequalities of income and wealth will
continue to elude us gs completely as
it did in the past.

With these remarks, I support the
Bill.
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SHR! D. D. DESAT (Kaira): I would
make 5 few suggestions while sup-
g the Bill, namely the direct

Bill as presented today. Tax
receipt has shown ug that with a re-
uction in tax, the tax revenue of the
country has greatly increased. You
would recall that last year when we
reduced the rate of tax from the
highest slab of 87.75 per cent to 77
per cent and recently I asked a ques-
tior. in Parliament, the figures pro-
vided to me showed that tha ravenue
had actually grown with the reduc-
tion in that tax slab. This shows that
the return to the country or to the
exchequer could go up and the re-
duction can reduce certain amount of
black money and other bad featurves.

- N

Our purpose of revenue mobilisa-
tion is multi-fold. One of course is
much needed funds for our develop-
ment. The second is reduction of
jinequality. Reduction of unemploy-
ment, reduction of inflation, growih
of the economy, and so on—all these
aspects are very important from dif-
ferent angles. Whils the Finance
Minister has emphasised revenue re-
source as the most important factor,
I gtrongly fee] that much of our reve-
nue goes waste and is substantional-
ly inflationary, while it is used. Any
expenditure or any amount which is
spent without return in negotiable
goods or service is naturally going
to be inflationary, and the restrictive
features which the Finance Minister
is introducing in the usg of money
are welcome. Still a lot remans to
be done. Emergency is a time when
the whole administration can be put
in fine fettle so that our outgo is
reduced.

Economy c¢an only grow with
means and principal among the means
would be money. We have all the
resources in the country. In a capi-
tal hungry country like India the
main difficulty is money. Money here
means the difference between ex-
penditure and income; you may call
it surplus or profit. Thiy should
substantially be saveq and the savings
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of the country have to be increased.
If economy has to grow, the savings
should remain in appropriate hands.
This would fall into two groups--
private as well as corporate. The
Finance Minister will have to sce
that savings and investment are suffi-
oient to provide for #he rate of
growth envisaged. I was one of the
few persons who eagerly supported
our credit squeeze even in our party
forums, I should still continue to dc
30 because I do not think that infla-
tion had been fully arrested. In-
vestments should continue to provide
for the expansion of the goods and
requirements, We have not been able
to arrest the growth of our popula-
tion and this pressure is bound to be
reflected in the internal demands and
unless we provide for additional
goods and services in a time, internal
pressures could not be checked. I
feel that this year we were fortunate.
It give us 12 months clear advantage.
This year the monsoon looks to be
good. I am sure that the economy
will be in very good form and will
take a really big stride. The 12
months period should be utilised for
consolidating our gains and for crea-
ting production capacity and produc-
tion capital that we need very badly
today.

16.00 hrs,

There has been some talk about
agricultural taxation and so on. One
of my hon. friends referred to it
We have enacted land ceiling. At the
rate at which commodity prices are
falling, I think we have done enough
to limit the income of the agricul-
turist. What is left after the whole
family of a farmer has worked day
and night, if really someone takes
that into account and caloulates ihe
inputs and returns, he would see the
real position. It is a vital seclor and
we need it badly We do not want
to import foodgrains, We want our
industrial operations to be smoothen-
ed. Therefore, agriculture is a thing
which should not be bothered about
now, Agriculturists cannot be said
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to \bg not paying taxes. They are
paying heavily in indirect \axes, In
fact all the people in India are pay-
ing taxes in one form or another.
Therefore for the time being agricul-
tural direct taxes may not be talked
of Dbecause it would unnecessarily
scare away people, Already they are
demoralised anq we should not ‘co
anything more to raise their
burden.

Regarding trusts, we have operat-
ing systems in Maharashtra and
Gujarat. In both the places chari-
table trusts have worked very well
Examples of trusts could be seen, 1
feel that they should have given some
guidance and some sort of a system
might be built in by which we can
operate the trusts. The purpose of
the charitable trust is good.

And the operation of charitable
trusts could be bad. Therefore, there
is a gap between the objective and
the implementation. Because some
people are not ¢ooperating or misus-
ing the trust’s funds, I should not say
that the idea or objective should not
be encouraged. In other words, trusts
have been of great help in the fleld
of education, in the field of develop-
ment and so on. After all, the Gov=-
ernment with its budgetary require-
ments and other things is not always
in a ready position to help as soon
as need arises and these trusts then
come to help.

We have seen that the cost of re-
placement of capita] equipment has
increased multi-fold due to inflation.
Asg it is, we have to pay above 100
per cent for replacement of ten year
old equipments, On the one hand,
Govt, is thinking of re-valuing the
asgets and on the other hand, for the
purpose of replacement, the current
depreciatioys rate at best can provide
up to 100 per cent of original per-
chase price. For replacement of the
same asset he needs 200 per cent.
This means, the installed capacity
will become half after 10 years. In
other words, the unit will become
sick and this sick unit will go into
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the lap of the Government. Having
a hospital for these sick units is a
costly affair and we should try and
see that 3 reasonable course is adop-
ted by which plants replacement can
be made.

There has been some talk of not
making economic offence justiciable,
From my own experience, I would
just tell you that during the last 30
years in my life I must have argued
50 to 100 cases and I have yet to lose
my first case. It is not that bureau=
cracy is infallible. They do go be-
yond whatever the provision is made
and there again, the courts could set
the matter right. If you make it
non-justiciable, we are leaving it
completely to the bureaucracy and
are inviting corruption. Today, one
can fight in courts, he can seek jus-
tice and justice is bound to be given,
Before making anything non-justi-
ciable we should make it gure that it
would help us and our main purpose
is to see that corrupt elements are
brought to book and filibustering is
put an end to. This is a good objec~
tive and we have to see that this ob-
jective does not become a mirage for
us,

Much has been talked about black-
money. I do realise that there is
black money and some problem is
arising out of it. The Wanchoo Com-
mittee has dealt at length on how to
solve this problem. Personally I feel
that unless and until tax system is
properly tuned to see that there is no
incentive for creating black money
and parallel economy ig broken down,
till then whatever steps we would
take we will not solve the problem
of black money. Several measures
have been suggested like demonetis-
ation and raids. All these are costly
affairs and we cannot say that they
are hundred per cent <foolproof.
After all, Government has to create
wealth in the country for the growth
of the economy and for wolving the
problems. In other words, whatever
bleck money is there, we nave to see
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that this i used for productive pur-
poses and for creating additional em-
ployment.

With these words, I support the
neasure.

THE MINISTER OF FINANCE
(SHRI C. SUBRAMANIAM): Mr.
Chairman, Sir, I am not surprised
that there was only a limited debate
on this Bill because this matter has
been counsidered by various commit-
tees and also periodically we discuss
the income tax and various other
connected matters every year during
the discussion on the Finance Bill
As far as this Bill is concerned, it
went through the Select Committee
stage where extensive evidence was
taken, varioug documentg were scruti-
nised and there was full and frank
discussion within the Committee on
the basis of which the proposals have
been formulated now. There could
always be adjustments either on this
side or that side but ultimately we
have to take a decision and we had
taken a decision. 1 am not prepared
to say that with the passage of this
Bill everything will be all night.
Particularly in matters of this kind,
it is a hide and seek play. You plug
the known loopholes. After all,
human ingenuity is such that one al«
ways got over any statutory provi-
sion and particularly when we have
a learned profession engaged in
methods of finding avoidance, Certain-
ly, whatever we may do in this
House, I am sure, is not going to be
the end of it. We have to review the
position continuously and we have to
plug the loopholes,

As long as the present structure of
taxation stands, we cannot —make
very many radical changes. If we
get away from that, then the whole
thing will have to be looked at in a
different way altogether. Therefore,
taking into account the existing struc-
ture, whatever points are to be exa-
mined have been examined complete-
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ly only recently by the Wanchoo
Committee on the basis of which
these proposals have been formulated,

Even some of my colileagues have
been giving various suggestions. It
is not as if these suggestions have
not been considered. These very
suggestions have been considered by
the Wanchoo Committee and later
on discussed in the Select Committee;
and we have taken some decisions.
Naturally, a concern wag expressed
with regard to black money, because
this is one thing which is corroding
the life of the nation as a whole—I
mean this parallel economy. There-
fore, any one who is interested in the
healthy development of the economy
will have to be greatly concerned
about the generation of black money
and the use of the black money in
various ways. The hen. Member,
Shri Banerjee gave an estimate that
it might be Rs 17,000 crores or
Rs. 20,000 crores, It would then be
not black money. but black wealth;
because money means that it should
be in the form of currency notes or
coins. This black money continuous-
ly gets converted into various sorts of
assets like real estates, shareholdings
etc. Therefore, this process conti-
nuously goes on. Therefore, when
we talk in terms of black money as
such, it is g limited amount. Taking
into account the toial currency avail-
able, and out of the currency taking
into account what has come into the
system, it is only a small quantity
that will be in the form of black
money as such. We have to distin-
guish between the two. It is the
generation of black money which
leads to Dblack wealth. We have,
therefore, to take steps to see what
are the sources by which this black
money is generated and more than
that, where this black money is in-
vested. Unless we tackle these two
things, we would not be able to find
a solution. Now, we are trying to
find out where they are invested. As
a matter of fact, the real estate, par-
ticulatly in many of the metrapolitan,
urban areas, has been the ares where
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perhaps most of the monies are in-
vested as such, apart from this money
being usvd for trade purposes. That
is another matter. But as far as in-
vestment is concerned, they are in-
vested in houses, in cinema houses,
godowns, commercial buildings ete.
That is why now, if we have ap-
pointed special squads for the pur-
pose of looking into the valuation of
the various buildings which have
recently come up in the 4 metropoli-
tan areas, it is for the purpose of
identifving how these investments
had taken place; and whether they
had been accounted for properly; and
if they had not been properly ac-
counted for, then to give an oppor-
wnity to the owners of these houses
to explain as to from what source
they were able to put up these
houses or various buildings. This is
one thing on which we are concen-
trating our effort; and even within
the last few weeks during which
these squads are operating, it looks
as if a dramatic result may come out
of it. Therefore, it is that area which
we will have to take care of.
Secondly, we have also to see the
areas where the black money as such
is used, for the purpose of hoarding,
for the purpose of corneriag stocks,
cornering shares and various other
operations. This area also will have
to be tackled properly; and jt is in
these two areas that we will have to
concentrate and try to ensure that
this outlet is blocked as much as pos-
sible; and to the extent that we are
able to block this outlet for black
money, to that extent will the moti-
vation for generating black money
also get reduced.

Therefore, to argue always on the
basis “bring down the taxation, then
there will be less temptation to evade
taxes” is completely illusory in my
view. As long as there is scope for
investment of this black money and
make more out of it, to that extent
there will be that temptation. That is
why we have to see that in our eco-
nomic system there is no scope for
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the investment of this black money.
Perhaps what we are doing may not
be adequate and we will have to fur-
ther think on these lines, even do
some research on these lines, and
try to find out how effectively to plug
all loopholes and outlets, profitable
outlets for black money. This is one
aspect which has to be kept in mind.

Then, naturally we have to tackle
the sources of black money also. As
1 stated another forum, there are two
aspects of black money. One iz black
money which arises out of illegal
transactions ab initio illegal tran-
sactions like smuggling or black-
marketing or corruption. Thege are
areas which give rise to black money,
because these cannot be shown in any
accounts. Therefore, ab initio they
arise out of illegal activities. This
will have to be taken care of. The
second area is where initially it was
a legal transaction but, because of the
evagion of taxation, it becomes blaek
money because it cannot be shown in
the books.

To the extent this black money
gets generated in either of these
forms, it is not available for invest-
ment in the economy or for the
healthy functioning of the economy.
That is why it distorts the economy
as a whole. I say that it should be
our effort to see that we eliminate
these aspects as much as possible.
The present Amendment Act provides
certain facilities for the administra-
tion to get at the source and thus see
that black money is not generated
and, even if 1t is generated, the out-
lets for its investment are plugged
as much as possible. But, ultimately,
it is the social consciences alone
which can provide an effective ans-
wer to that.

Today a tax evader is as respect-
able a person as any other citizen.
After all, what is the difference bet-
ween a thief or a robber and ' a tax
evader or black money earner? One
is as bad as the other. But, unfor-
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tunately, today the tax evaders pass
off as respectable citizens. Unless we
have stringing laws ‘'we cannot tackle
this, In my view these anti-social
elements are more harmful anti-
social elements than even thieves or
raobbers because, while the area of
operation of robbers and thieves is
naturally limited, here the area of
operation gets expanded; the more
powerful he becomes the greater the
area in which he can operate. There-
fore, in my view, these people are
more anti-social.

Even in a capitalist country like
America tax evasion is considered to
be a very very serious offence, As a
matter of fact, many of the crooks
who get away in respect of various
other laws get ceught in the tex net
and then they are sent to jail for
seven years, or even life imprison-
ment is given. But here we take a
very very lenient view and the judi-
ciary also takes a very lenient view,
saying “after all, he has only evaded
taxes; therefore, have a fine”. Re-
cently, we found a very famous case
where imprisonment was given till
the rising of the court. What is that
punishment? A person will have to
stay in the court till the evening and
then he can get away even though
he has tried to evade lakhs and lakhs
of rupees. It is because of this lack
of social conscience that the judiciary
also thinks that this is nothing
serious. The social conscience with
regard to the anti-social nature of
these activities will have to spread
more and more. I this I am sure the
members of this House can play a
great role, As a matter of fact, the
discussions that took place should
set this tong for the purpose of creat-
ing a new atmosphere in our country.

Today we are saying that there
should be minimum punishment. Ia

my view, even this minimum punish.:

ment which we are proposing may
not be adeguate. WA will have to

man stealing but, certainly, I cannot
understand a rich man induylging in
these anti-socia]l practices.. That is
why I say that the attitude will have
to change—not that when a poor man
commits an offence, he steals & small
piece of bread something else, he
gets imprisonment for three months,
six months or one year while a rich
map gets away with imprisonment
only till the rising of the court. In
the latter case there shoulg be a
greater punishment, and that can
come enly by bringing about social
conscience in the country,

Therefore, it is not that we are not
aware of the existence of black money
in the country. We should do every-
thing in our power to eliminate this.
We are making very serious attempts
to unearth this. We are taking various
legislative and administrative measure
to see that this doeg not become an
increasing cancer, a spreading cancer
in our economy. I hope and trust the
House will give generous support o
these efforts.

I want to tell Shri Shastri that you
de not achieve anything by wholesale
condemnation of the adniinistration as
such by saying that the majority of
them are corrupt. I am not saying
that ithe income-tax department con.
tains only the paragons of virtue.
There are black Sheep everywhere.
There are black sheep” among polid-
cians. Because of that, can we say
that all politicians are corrupt people?
It it is stated that way, will we not
get offended? In the game way, even
though there may be some corrupt peo-
ple in the incom-tax or any other de-
partment, we should not do wholesale

condemnnation. That {s not the right
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way of doing things. That ig the
easiest way to make even honest offi-
cers corrupt because they will think
that in any case they will be dubbed
as corrupt, so why not really hecome
corrupt.

SHRI RAMAVATAR SHASTRL: I
said that many of them are corrupt.

SHR] C. SUBRAMANIAM: He said
that the majority of them are corrupt.
It is not correct. That is not the wav
to approach the problem.

SHRI RAMAVATAR SHASTRI: I
still hold that view

SHRI C. SUBRAMANIAM: It is not
that I want to justify the corrupt ele-
ments. They will have te be chased
out. But, for that the approach will
have to be different. After all, this ¥
a difficult area to work. Very easily
suspicions grow. Therefore, we have
got to be very cautious. Simply
because somebody says that some one is
corrupt, we cannot fake it that he is
corrupt. We can take action only
whenever facts come to light with re
gard to corrupt practices. This is one
aspect of it.

Then, apart from the aspect of cor-
ruption, naturally our administrative
machinery will have to be competent.
They should have the competence to
deal with an area which is not only
complicated but which is powerful
also. Unless that competence is de-
veloped within the machinery, what-
ever might be the statutory provisions,
we may not be able to achieve results.
It is here that we are trying to give
better training to our officials, training
at varioug stages and at various levels.
We are periodically gneeting the offi-
cials. But now I want to institutiona-
lise it so that all the Commissioners
meet at least once for two or three
days, discuss gll the problems and try
to ind out how a particular Comsmis-
sioner has solved a particular problem,
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80 much o0 there is sharing of experi-
ence. In this way it would be possible
fo build up greater officiency and
greater effectiveness with regarg to
this, not only among the Commissioners
but among other officials also, even at
the level of the income.tax officer.
They should be able to meet and dis-
cuss their problems and not only take
decisions for Dbetter functioning
amongst themselves but make sugges-
tiong to the Government with regard
to the difficulties with which they are
confronted. I have discussed it with
my colleague, who is directly dealing
with it.. We want to institutionalise
the periodical conferences of officers
so that they may have an opportunity
to discuss these matlers and bring to
the forfront the various problemg with
which the adminisfration is faceq so
that effective _Steps could be taken,
either by way of statutory amenaments
or by proper directives being issued.

So, it is a question of improving the
competience from top to bottom. This
should be our effort, and with regard
to which many recommendations
have been made by the Wanchoo Com.
mittee, and we are taking each one of
them and irying to implement them, as
far as possible. I want to give this
assurance that the Finance Ministry
will see and will ensure that the vari.
ous measures which are necessary to
improve the machinery also will be
taken, apart from the statutory mea.
sures that we are making.

Various other points have been made
here that there are only about 27,000
people with an income above Rs. 1 lakh
and all others are below. These are
matters which will have to be constant.
lv gone into and we should try to find
out who are evading the tawes, only
then we will be able to do it. It is on
the basis of that that we are organis-
ing surveys of particularly the profes-
sional people. While business people,
they get assessed generally, unfortu.
nately, the professional people have
not taken note of the existence of the
Income Tax Act. That is why, we are
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having intensified surveys with regard
to lawyers, <doctors, accoifitants, con-
sultants surveyors and architects so
that it wil be possible for us to
identity the real income of these peo-
ple, so that they may be called upon
to pay their taxes; and this is perhaps
also mainly because the social consci-
ence has not developed. After all,
these are learned professions and noble
professions. In spite of that, they do
not find anything wrong in not paying
taxes. This is the real difficulty. But,
I hope that they will also realise that
they should discharge their social res-
ponsibility by paying their tax. If
they do not do it, the Law ghould take
its own course to bring net as far as
possible. Those steps are being taken.

The other area which has been used
for the purpose of avoidance of tax is
the creation of trust. I do agree that
there are trusts which have done very
good seryice to the country and to the
community. I do not deny that. But,
at the same time, there gre many
trusts which are used for the purpose
of avpidance of tax, either wealth tax
or income tax, and not only for awoi-
dance, but to have control over various
industries through trusts. So, natu-
rally, they have to be taken care of.
That is why we are not against trusts
as such. It is not that we want to take
harsh measures against thém. But
when these charitable trusts are mis-
used and abused for selfish personal
purposes, certainly, they cannot be
allowed to go on without being pre-
ventive. That is why we are bringing
in various measures for the purpose of
plugging the loopholes there, particu-
larly with regard to the investment of
funds. With regard to shares in the
trusis as well as ghares in the various
companies which are created in the
form of trusts, we have gone into it.
¥t is allowing shares to be put into the
corpus of the trust which leads to
various sorts abuses. That is why in
gpite of the Select Commitiee's recom-
mendations, wé have come to the con-
olusion that if they want to bave

B

shares, it should be im Government
owned companies and not in a private
Lid., company or a public limited com.
pany where Government is not the
owner, but the private citizens gre the
owners. This is no disrespect to the
Select Committee aa such. 1 fave
gone into it. I was a party to the
decision. They tried to convince me.
It looked as if I felt convinced. But
when [ waat into the whole matter, it
looked as if we would leave a big loop-
hole if we accept the recommendations
of the Select Committee. That is why
we have brought this amendment.

Then there are religious trusts. Un.
fortunately, it is not only charitable or
in the name of charity that abuses take
place, but perhaps the God is the most
abused institution in the world today.
God is also used for the purpose of
evading taxes, for the purpose of mak-
ing illegal profits out of these various
transactions.  Therefore, simply
because therc 1s the name of God or
religion, we cannot say, all right, that
this is a religious matter or particular
ly a minority religious matter, and
therefore, any abuse can gone on in
the name of God. If it is confined
only to religion alone, ther. we won't
come in. But when religion is com-
bined with wealth, money and econo-
mic power, then naturally the State has
gol to intervene.

That is why certain steps have got
t> be taken. Even there, we have heen
a little generous to say that if they
conform to certain standards laid
down, certainly, we would allow them
to function in a particular way. But
if they do not conform to the standards
laid down, naturally, we have to take
action against them. That has abso-
lutely nothing to do with regard to re-
ligion ag such. It is with regard to
the abuse of religion to; various pur-
poses that we have taken these mea-
sures. 1 am sure, truly religious peo.
ple will welcome it because they find
that religion is being abused for vari-
ous other purposes. Naturally, they
will themselves say, this is not true re-
ligion but in the name of religion, vari-
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»us abuses are taking place in society.
It iy from that point of view that reli.
gious trusts and charitable trusts are
given a particular treatment in the
amending statute.

These are the main points. I do
agree that this is an area in which we
should have continuous vigil, continu.
ous investigation, with regard to the
functioning of machinery, the func-
tioning of the svstem itself. 1 want to
give this information to the House that
we are also trying to find out whether
the present structure is good enough
or the structure itself should be chang-
ed. Some expert bodies are also look-
ing mnto it. If it becomes necessary,
the Government will not hesitate to
make those structural changes if it

would jead to better performance and
better assessment of the taxes from
the i1ndividual citizens or companies.

I do not think there is much more
for me to answer. I hope and trust that
not only the present Bill will be pas-
sed but there will be greater coopera-
tion also from the House and the Mem-
hers of the House for the purpose of
proper enfortement of the various
statutory provisions.

With these words, 1 commend the
Bill for the acceptance of the House,

MR. CHAIRMAN: The question is:

“That the Bill further to amend
the Income-tax Act, 1961, the
Wealth-tax Act, 1937, the Gift-tax
Act, 1958 and the Companies (Pro-
fits) Surtax Act, 1964, as reported
by the Select Committee, be taken
into consideration.”

The motidn was adopted.

MR, CHAIRMAN: We now take up
clause-by-clause consideralion of the

Bil},
Clagse 2—there is no amendment.
The question is.

“That Clause 2 stand part of the
BilL"

The motion was adopted,
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Clause 2 was added to the Bill.
Clause 3 (Amendment of sgection 10)

MR. CHAIRMAN: There are two
Government Amendments, No, 10 and
No. 11, to Clause 3,

Amendments Made:
Page 2,—
for line 30, substitute—

“or throughout any State or
S.ates; or

(v) any trust (inclucing any other
legal obligation) or institution be-
ing a trust or institution wholly for
public religious purposes or wholly
for public religious and charitable
purposes, which may be notified by
the Central Goveroment in the Offi-
cial Gazette, having regard to the
manner in which the aflairg of the
trust or institution are admnistered
and supervised for ensuring that the
income accruing thereto is properly
applied for the purposes thereof:”
(10)

Page 2, line 32—

for “‘this sub-clause”, substituie—

“sub-clause (iv) or sub-clause ,(v)”
(1D

(Shri C. Subramaniam)

MR, CHAIRMAN: The question is:

“That Clause 3, as amended, stand
part of the Bill.”

The motion was adopted.

Clause 3, a8 amended, was added to
the Bill,

Clause 4 was added to the Bill,
Clause 5 (Amendment of section 13)

Amendment Made:

Page 5, for lines 36 10 48 and Page
8, for lines 1 to 35, substitute—

“(5) The forms and modes of in-
vesting or depositing funds refer-
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fed to0 in clause (d) of sub-section (1)
shall be—

(a) subject to the provisions of cla-
use (b), in a case where such funds
represent the original corpus of the
trust or institution or any contribu-
tions made to the trust or institution
with a specific direction that they
shall form part of the corpus of the
trust or institution,

(i) investment jn sav-
ings certificates ag defin-
ed in clause (c) of section
2 of the Government Sav-

46 0f 1959 ings Certificates Act, 1959,
and any other securities
or certificates issued by
the Centra] Government
under the small savings
schemes of that Govern-
ment;

(ii) deposit in any ac-
count with the Post Office
Savings Bank;

(iii) deposit in any ac-
count with any nationalis-
ed bank, that js to say,
any corresponding uew
bank constituteq ander
section 3 of the Banking
Companies (Acquisition
and Transfer of Undertak-

BoZ ")7 ings) Act, 1970;

(iv) investment in wmits
in the Unit Trust of India
established under the Unit

520f 1968 Trust of India Act, 1863;

(v) investment in any
security for money created
and issued by the Central
CGovernment or a State
Goverument;

(vi) investment in de-
bentures issued by, or on
behalf of, any company or
corporation both the prin-
cipal whereof and the in-
terest whereon are fully
#nd unconditionally guar-

anteed by the Central
Government or by a State
Government;

(vii) investment or de-
posit in any Government
company as defined in sec-
tion 617 of the Companies

10f1956 Act 1956;

(b) in a case where such funds re-
present—

(i) the corpus of the trust or ine
stitution immediately before the lst
day of June, 1873; or

(ii) the original corpug (being as
sets other than cash) of any trust or
institution created or establishcg on
or after the 1st day of June, 1973; or

(iii) any contributions (otherwise
than in cash) made to any trust or
institution on or after the 1st day of
June, 1978, with a specific direction
that they shall form part of the cor-
pus of the trust or institution,

any form or mode, oiher
than investment in shares
{(not bheing shares entitled
to a fixed rate of dividend
whether with or without a
further right to partici-
pate in profits) in a com-
pany (not being a Gov-
ernment company as defi-
ned in section 617 of the

Yof 1956 Companies Act, 1956 or a
corporation established by
or under a (entral, State
or Provincial Act);

(¢) in any other case, the forms or
modes referred to in sub.clause (i),
sub-clause (li), sub-clause (lii) and
sub.clause (iv) of clause (a).

(6) Nothing contained in clause (d)
of sub-section (1) shall apply in rela.
tion to any monieg accumulated or
finally set apart and invested or depo-
siteq in the manner referred to in
clause (b) of sub-section (2) of section
11.”, (1)

(Shrt C. Subramaniam)
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‘MR, CHAIRMAN: The question is:

“That Clause 8, ag amended, gtand
part of the Bill”

The motion was adopted.

Clguse 5 as amended, was added to
the Bill.

Clauses 6 to 10 were added to the Bil.

Clause 11 (Insertion eof new section
44B)

Amendment Made:

Page 8, line 28, for “44B”, substitute
“4UAA" (2)

(Shri C. Subramanian)
MR. CRAIRMAN: The question is:

“That Clause 11, as amended, stand
part of the Bill.”

The motion was adopted,

Clause 11, as amended, was added to
the Bill”

Clauses 12 to 23 were added to the
Bill,

Llause 24 (Amendment of section
80P)

Amendment Made;

Page 13 for lines
tufe—

‘(ii) for the words, figures and
letters “deductions under section
80H, section 80HH, section 80J and
section 80JJ", the words, figures and
letters “deductions under gection
80HH, section 80J and section 80JJ"
shal] be substituted’, (5)

(Shri C, Subramaniam)
MR. CHAIRMAN: The question is:

“That Clause 24, as gmended,
stand part of the Bill.”

The motion was adopted.

Clause 24, as amended, wa; addeq to
the Bill.

Clauses 25 to 27 were added to the
Bl

2729, substi-
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(Amendment of section
109)

Amendments Made:

Page 14 in line 13, for “the follow-
ing clause”, substitute “the following
clauses.” (4)

Page 14, after line 22, ingert—

‘(ib) “consultancy gervice company™
means an Indian Company whose
businesg consists wholly in the provi-
sion of technical know-how, or in the
rendering of gervices in connection
with the provision of technica] know-
how, to other persons.

Explanation —In this clause and
in sub-clause (3) of clause (iii), the
expression “provision of fechnical
know-how" has the meaning assign-
ed to it in sub-section (2) of section
80MM;’. (5)

Page 14, in line 26, for “in the case
of an industrial company”, sub-
stitute “in the case of an industri-
al company or a coasultancy service
company”. (6)

Page 14, for lines 35 to 40, substi-
Ut e

“in the case of gn Indian com-
pany, not being an indusiria] com-
pany or a consultancy service com-
pany, a part of whose gross total
income consisty of profits anq geins
attributable to the Lusiness of pro.
vision of technical know-how, or of
rendering services in connection
with the provision of technical
know-how, to other persons, or of
construction of ships or of manufac-
ture or processing of goods or of
mining or of generation or distri-
bution of electricity or any other
form of power—". (7)

(Shr C. Subramaniam)
MR, CHAIRMAN: The question is:
“That Clause 28, as amended,
stand part of the BilL"”
The motion was adopted.

Clause 28, as amended, was added to
the Bill,

Clause 28
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Clouses 29 to 61 ﬁwe added to the
Bill

Clause 62 (Insertion of new section
2714)

Amendment Made:

Page 41, in line 43, for “section
44B" gubstitute “section 44AA”. (8)

(Shri ‘C. Subramaniam)

MR UHAIRMAN: The question 18

“That Clause 62, as amended.
stang part of the BIll.”

The motion was adopted,

Clause 82 ag amended, was added to
the Bill

Clauses 83 to 78 were odded to the
Bill.

Clause 79 (Amendms 1t 0} section 295)

Amendment Made:

Page 51, »n line 30, frr ‘*section
448", substitute “section 44AA". (9

(Shn C. Subramun.am)
MR. CHAIRMNN. The question is

“That Clause 79, as amended,
stand part of the Bill.”

The motion was adopted.

Clause 79, ag amended was added to
the Bill,

Clauses 80 to 125 were added to the
Bill,

Clause 1, the Enacting Formula and
the Title were udded to the Bill,

SHRI C. SUBRAMANIAM: Sur, I
move:

*That the Bill, as amended, bde
passed”,

MR. CHAIRMAN: Motlon moved.

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

#, wa fawr w1 awry GrEY ¥ g
firar ot ey i sl a7 & @) s
¥ aza A sy iy R SRR
sgr fe o ¥fSfumzm & A &
Fr A wy §, w arard vl
ST g7 g § 9w 97 wfaaew ey w1
T TN TE & Tyt wur ¥ s 3@
ger SaTdT wrqor fazT 1 & duEr QrAeT
g, 5% fad weafaer ot & Y wgal,
f& un w1 \1g oo @, WY afw
wgrATR w vy faeT ZmT %

7T (eat qvwwario, & o747 9 3r37H
AT gAY WARaATiR qreAlE wededr

qfe fa=r sAre & Ot TR
gr gxf 1 A F¥HA &7 oY far &
T 91ie7 fom | SW ¥ 9 w17
wgre fFar a8t | B HEZ FMAQ TN
¥ WA I AT G AT A7 qFA | A
efa 7 yrare wmw 2, a7 & "i7
HTF A #1 AQY Fgr, afex gwe AT W
ferar 257 &, A7 2@ AT 7 wETEEN
gAYy =rfgd

it @t 7 oFer ¥ B oavwiew
XAAT AT ¥ qg o T S et 4
WIT TR AR G g 0E "rew
Fr T wgqy R D g Gy
g AEAT ATT FA KA A P oW
IR T fray 3 P s e
T ATY FI DA AT FT J900
7 e AT & 1 W1 79 o qufe
7z #7 7 § I e oqw-favuor A
fawfea fisar wmar @ 1 gst foom &
HUTAT T T FIH T FA AR HWTqDS
§ sfragan s A E, avEA A
=qaeqT AT iy R o & &a Qs
W |
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' g, orfedt & faw fear @
W, W A § erd o
eftordy § oW ¥ WRT FTH WeerTT
¥ AP RN X werdfeagam
WY qZA TYT FT FET 0 A9 § | W
v § ove Hr qr met ot wr e
v Y fear o1 s ad & w2
FaWT ¥ ¥P qw-a® AWt WO
fegr & 1 N o fedeg & Al & s
T B X AT § WK WY T FT i
Fqd fr frad gr-qepat £ v R} we
&) & o 9 ga-ow T § o 7@
Wamwamw g T § famms R
are ox fer 77 fear Sfew = oe
17 & 12 o el AF L I A g
¥ R ¥ oARE w2 R, @ AR
T WfEy o 5 oow w1 S AN
AR I8 RILGAALH H w4
o & Hfew s A A e A EE &
& 78 A ®var (1 st ¥ ary
s e e fey T AT § 0
Fgar & f& ogr = A wEr R
IT FT AT T wTfEq WY 39§
wort Faeet =nfew | 9 &% wry aaTer
R FY AT ALY & A9 A% WY FT A
I AP AW awar FiF qwww w}
qaT A€ T qwdT | aga o A womg
ATy £ oy ot § W sy e
@ | Ayl w OF ¥ Ay 9w &
W F U w93, faw ®
s srow 2 )

A Mo 7 ¥
S s A Mo #o W ¥
1976 W dRr & @ 2 faar
R g & arw vy Qemre
e § TRmiwmH R
eagRgmidn Hag §1 W
s & e wrr avtere gt W @
Wi R T W 9 ¥ qg FAR G, AT
A I Ny FT AT ¥ S b,
U T IR ®T AT N F T gt WG

(Amdt.) Bin'
IT %Y B feur war 1 W wT e
¥ b Y ag & o@ @ wwwd A
WU T AT gREw W R
WO T ATCAT | WTT A ate o
wea # wivaret & 9F § 5 oy 9@ AT
afeerdt § 9 %@ § 97 Y ow T
e ¥ fE gurt g Ay @ T
atg & 9 Fr arwr F o Y ¥ %
97 g, FahrEl & 9w wqre qwfa
rafarmgEswoeam A st
TET I | F TAYH A AT WA,
gt & fag fredac 8 of & T
qT & A I TR O WAL IT WY
vz faer S Y dwr & gaT< FAv e
rafm goT g o & £ o #
WA Y G QATC WA g §
NwagReead 1 fqemE s
orT # Fewmr war & 7 W awy & fr
&9 TH q19 B HALY I Y ag A
fr #m a7 &% MW AT €
@7y FRfeat v wwr § AR wrar g7
FgT St AW ghav §, T K AW
Wt § W ETE wrghe ¥ S A ywE
afvaw &) ag vgr ww § W gEm
fear v & fr ferrergine &3¢ o
W | IE FY WIETT TAT E A A
wreY | qF qar T v Gar w0 @
YIX TIHT TH A9 T QAT FT X
fe xw fifas & sy ot AT ¥
qry &, o% SAT FI&@T 3, Al qI A
g forwer w7 w1 omgen s e asTe
#! JET TG ¥ | g FTET A HEEA
* BT war §, g Farl w G
w7 § ST qE angwl ® QT 3,
W< A gfvar § oY woaw w@ €
Wi ag T gFA & T A A e |
W gEd B gWr v & Ry g
sl g § fir qowT a% el 9eT |
WEOER A ¥ q9w g g 9T
fear, o€ qaT A TN 9T A4S FA
ar wft | W @Y g W A WS
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o 2 W ey wrw ¥w # ¥
L HHE XA WY www § 9 guhag
*R ¥ ¥ & 3 wremaa wgan § e
Nt ¥ forw < Fagr gom &, soe wiw
€ J17 A AF wHId % famw oY
¥ AT Y N FTAET F7AT T
faedrare @ & wi aryg avg fodt w1 ot
T O1¥r oY | gy fEew WY syEeqy TwA
qdEie wh g T1fee X 3T amy
»f ot a7 ¥ wigg ofe gk o
ST QA% AT G WX AT AT
THT AT CF WTH WV 87 ¥ OF Rwar
AAE T ATHE X AN H w @ )
TEH WY 7 A% T §, 59 woow
1 "1g $¥ A% 793 § WIFRaTeg wY
R 0w wwdr § orw o fim g e 7 81
QO QT T FTAT R ) AT AT X
WO § fiw sro oy & g1 AR g T
AT iy fie frdY gra< % wY owe
foar ar wrygft A s ar wifwe oy A
o5¥ feqr ®iT o aF TF HAHSS
ot fw 2w ) famrerr & o7 ag
T FTOEAT | WY AW THEY 6T
IO U AE g9 | w19 98 fawwant
w1 W A e N iy HrawT §
Foredrare § WY @ wreT g f2 w0
2| Wt fewpy o gmA 7 W /ar
& r-urhien & foag foedmre § ST
3w A wgd § I fr gl weaw,
T weaT, afEar wT AT wmfs 9 @,
foris a1 ¥ wraarl ¥ W g, IEwr
FHf o @ ¥ WOE AWy FTAT
AT THIFE § | WO FTAAT A §,
AT T FT T | SFHY g I
ORI oWl Ady weur wT AT § AN
R Aw § e fawrd § | W gL
vk faumw WSy wEw I, A
MY A& LT qq |

wafg 4 x9 famw w1 wHEW
AV AT g WA WTeT F@r § W g

WMAN frwemrd o v
anaT g T vt ¥ ff Wz wd
arC W€ g, TR qoRTe awedY, avft
AW ®T FITT W N

SHRI D. N. TIWARY (Gopalganj):
In a few minutes this Bill will be
passed. At the outset I want to say
that I welcome this Bill, But I want
to draw the attention of the Finance
Minister to a very great omission.
Perhaps it has escaped his notice 1
have written three letters to him,
ong in May, another in June and the
third one in July, An acknowledge-
ment wag recelved from his Pnivate
Secratary. I am afrad whether the
letters have been placed before him
or not because I have not got the flnal
reply ss yet. It is about forelgn com-
panies who have got their branches
here. A few days ago I had taken from
the Registrar's office the details of a
few companies who have find their
returns. There are huge trarsactions.
The returns show losses mostly or
very poor profits,; What happeng 1s
that they carry on business here and
transfer their whole profits to the
head office, They account all the ex-
penses here and show losses or mea-
gre profits. Most of the companies do
not flle regular returns, Some have
filed upto 1972, some upto 1974 and
many have not filled, These things
shoulg have been taken care of and
if properly investigated, I am sure a
huge amount of tax would have been
realised.

The Reserve Bank olss look to their
functioning. I do not know why the
Regerve Bank is not taken into con-
fidence for their registration here or
for their carrying on business or for
release of foreign exchange If these
things are properly investigated and
a strict vigilance is kept on them, you
can get a huge amount of tax from
them, They simply bypags by showing
losses or meagre profits and keeping
all the profits with their head office.

I have not many things to say, I
welcome this Bill But this omission
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should be taken care of and the Fi-
wance Muster shoutd see that these
lugeign companies winich ale making
huge profits—some gre Japanese,
some are brilish ang sovule ace Aine-
1ican—are properly tackled zand he
Lexeg due realised irom them,

BilRI VASANT SALHE (Akola): 1
Just want to make a lew suggestions
at this stage.

We have given as many powers as
the Depariment wanted =zt the fime 01
tae Select Commiitee and at other
stages also. We did not grudge them
any powers. Full powers have Leen
given, Now, let us see how within
the framework of the 1ncome-tax
siructnie, they can achieve ihe objec-
tives. Where greater evasion iy taking
place -that you have spcit out and
you are gomng to coucentrate on them.
Sometime back an ofler was mide to
all those people who have unaccounted
weanih to voluntarily disclose and give
their taxes or even surrender part of
ine unaccounted wealth. But thati did
not work. 1 would say in the present
atmosphere vl emerge.acy there is a
.cure that Governmeni now means
business and any unaccounted wealth
whether 1t 1s i1n the form of real
estate or other assels or hoardings etc.
will not now go undetecied, It 1S
bound to have an impact on produc-
tion also because wh=ther we like it or
not the scare will scarec away even
the investable resources. Money is
what money does whether it is black
or white, Black money also has been
used for invesiment in productive sce-
tors-—distributive as well as produc-
tive. Therelore, I wouid submit that
will this not be a proper time to make
a package deal?—Suppos.ng a person
had disclosed only Rs. 1 lakh and has
other Rs. 2 lakhs with him which he

has not disclosed. You {ell him to
disclose rest of the wunaccounted
wealth, we will take only a certain

percentage of it not by way of
tax,. We will make you to deposit
30 per cent, rest of the 50 per cent
will become white. We will not ask
you to mccount for it but we will re-
quire ybu to invest it in the way we
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want. With this package programme
of some sort of demonetisation, mnot
complete demonetigation previcuely
known as ‘SEMIBOMBLA’, we get
wealth. It does not make the money
shy or to get away from productive
investment. In this way tie incustries
will not suffer. If some such thing
can be thought of I believe, it i1s the
right time. Such a measure may give
you some result. Thereiore, wome
exercise may be made by the Tax
Department.

SHRI K. NARAYANA RAO (Bobil-
li): Sir, we have been hearing about
the relief given by the courts to the
tax evaders. From my experience I
can say that off late courls have been
very considerate so far as exchequer
is concerned, put when the courts find
some Jegal lacuna, an unavoidable
one, courts grant{ relief tv the tax
evaders, My feeling is that there is
something radically wrong with our
system. We provide for something
but somehow scomething creeps in
which actg as a lacuni, So far as
Income Tax laws atd vracticeg are
concerned, thev ara verv difficult to
understand oven for advocates. It is
now time for us to think of putling
laws and other things in very clear
and categorical terms so that there is
nothing left for the courts w come
to the rescue ¢’ "2 lax evaders,

THE MINISTER OF FINANCE
(SHRI C. SUBRAMANIAM): Sir, Shri
Sarjoo Pandey made a pointed refe-
rence about his accusation againsi an
officer. Thig macter had been gone
into ang I think my colieague had
already written to him; perhaps I
have also written 1o him. e is ane
of our best officers but naturally,
particularly, against a strict officer, it
is always easy to get aliegations by
various Interested parties. We should
be careful in giving credence to these
sorts of abuses which son.e people
may inake. This matter has been
gone into and it is not as if enly if
his accusations are accepled he can
think that justice hus heen done, and
if he takes such attitude, I am afraid,
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He is taking a wrong attitude as far
as this is concerned.

Then Mr. Sathe made reference
about the unaccounted wea.th or in-
come, I am sure he {s aware of the
new provision which we have made
with regard to what we call the settle-
ment procedure there. My own view
is, if anybody is honest envugh now,
whatever might have been the past,
if he wants to cisclose his income
and all those things, this would be the
best occasion and it will be a wvery
easy procedure and the proceedings
there are also final and there is mo
appeal against it arq perhaps this
would be the best method to do it.
And we can find out far in the getile-
ment procedure we can lay down
guidelines which will induce people
to come forward and disclose their
unaccounted assets or evaded income.
This is certainly g matter which would
be looked into.

Shri Tiwary made a pointed refo-
rence about companies’ income and
headquarter expenses. 1t 1s not as if
unlimited amount can be iemitted as
heéadquarter expenses. There is a
formula for that. And it is not as if
they have evaded. If they have evad-
ed in some other matter, that 1s a
different thing. This matter of head-
quarter expenses is :~mething whica
has become relevant to us also We
are there in certain enterprises abroad
and we ask also for hcadquarter ex-
penses, We want to get some of the
profits which are earned there.
Therefore, what we are attempling tn
get we cannot deny to others, and we
should see and have a halanced ap-
proach, as we are going to have more
and more Investments abroad. But
In this particular case 1 do not know
whether they have not even filed the
return. I have asked my colleague to
verify that. I would look into it but
I do not think that they do not file he-
cause they cannot afford this kind of
open deflance of law.

The hon, Member mentioned about
complexity of legislation. I do agree,

Bill

it is g little bit complex, but we have
iried to make it simple now. But un-
fortunately we give various exemptions
and they have to be hedged in with
varioug safeguards, which is what
makes it a little more complex and
difficult {o understand, But once we
know the structure and on what basis
these &xemptions have been made 1
have mo doubt in my mind that it
will be easy to understand the ratio-
nale behind it by those who are con-
cerned, Even I who have Leen sub-
mitting the income-tax returns, except
for the fact mow that I am here ¢S
Finance Minister, anq | have to know
something about income-lax, even now,
it is my audilor who prepres the re-
turn; I sign it: 1 take it for granted.
Fortunately taere are no complexities
in my income ‘Thereforc it is not
very difficult to do it also,

17.00 hrs.

There are the ‘exeinptons’ which
create difficulties, as 1 snid. and I am
trying to plug various loopholcs vhich
arose now and then, which has made
11 a little more complex than it is
necessary. But, for the ordinary citi-
sens, we have got publications which
give various facts and the informa-
tion with regard to how to file g re-
furn. That is good enovugh for &ny-
body. If the hon. Member goes
through it—I am sure he would have
gone through it—when he is cngaged
as a lawyer to deal with many cases,
that ig a differeni matier and he will
have to study it—he will fing that for
mere filing of a return, i is 2 made-
easy publication.

17.01 hrs.
[SuRr Vasant SaTHE in the Chuir]

With these words, I would like sgain
to thank the House for the generous
treatment they have given to this Bjll
It is now, having ziven all the powers
which the administration wanted,—
for the Administration to deliver the
goods. I think they will deliver the
goods,
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& Nagaland State Leg. Bill

MR. CHAIRMAN: Now, the question

i
“That the Bill, as amended, Le
passed’.
The motion was acdopted.
17.01 hrs.

STATUTORY RESOLUTION RE:
CONTINUANCE 1IN FORCE OF
PROCLAMATION IN RESPECT OF
NAGALAND AND NAGALAND
STATE LEGISLATURE (DELEGA-
TION OF POWERS) BILL.

MR. CHAIRMAN: We shall now take
up ilem Nos, 26 and 27. These two
items may be taken together. Shri
Brahmananda Reddy may move the
motion &nd then move for leave to
introduce the Bill for consideration.

17.02 hrs.
[Stkt VAsav1 Satuy, in the Chawir|

THE MINISTER OF IIOME AF.
FAIRS (SHRI K. BRAIIMANANDA
REDDY): Sir, I bez to move:

“That this llouse approves the
continuance in force of the Piocla-
mation, dated March 22, 1975, in res-
pect of Nagaland, issued under arti-
tle 356 of the Constitution by the
President, for a further period of
six months with effect from Septem
ber 26, 1975.”

I heg to move*:

“That the Bill to confer on the
President the power of the Legisla-
ture of the State of Nagaland to
make laws, as passed by Rajya
Sabha, be taken into consideration.”

Sir, the House !s aware of the cir-
cumstances which necessitated the
proclamation of the President’'s Rule
tn Nagaland, in the month of March,
1975. If I have to recall to your

— ——
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memory what the Governor had stated
then, it would read as follows:

“One cannot reasonably expect
that another ministry, if formed out
of the present Legislature, would be
stable, or that unprincipled defec-
tions. induced by lure of office, would
not confinue. This would be an un-
happy and disturbing situation in
any State. And, it is particularly so
in g Stale which has special security
problems hecause of insurgency with
the insurgent: maintaining contact
with, and securing arms from,
foreign countrv. It is only a fresh
election at which electors may with-
hold their support from defectors
that holds out the prospect of a fully
stable minict-y.”

At that ti ~e, it was felt that the
Governor woul | explore the possibility
to seec whether a popular ministry
would again come in. But, in view
of the shifting loyalties of the Mem-
bers of the Levislature of Nagaland. it
was not possible and, therefore, the
Governor, in his report, dated 18th
May, 1975, had stated as follows:

“In view of the instances of shift.
ing loyalties during the last five
weeks or so, one could not reason.
ably expect that a ministry now
formed would be stable....apart
from the scale and frequency of de-
fections, there have been allegations
from. both sides that Members had
been taken away more or less against
their will and kept under duress,
that in addition to offer of minis.
terial office, substantial amounts of
money had heen offered or paid in
certain cases. The reports I bave
reccived from independent sources
suggest that these allegations are
not wholly unfounded.”

Thig is what the Governor has report-
ed. Theretore, the Assembly was dis-
solved on the 20th May, 1975. 1 may
also submit to this House that after
the Governor has taken over on the
President's Proclsjmation, there has

T s S
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*Moved with the recommendation of the President.



