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SHRI DINESH SINGH : Mr. De-
puty-Speaker, Sir, all the points that
have been brought beforg the House at
this stage have been more ‘or less thra-
shed out and I have gone into the de-
tails of them. The suggestions made by
Shri Damani were covered by me
yesterday. So far as the question of
management of funds of these mills is
concerned, as the House is aware, the
Company Law Administration goes into
these matters. So far as this Bill is
concerned, it is to look into the regula-
tion and working of these mills and to
see whether those which have closed
down can be revived. At no stage have
I said that we shall take over all the
mills. I do not want that misunder-
standing to remain in the House. Our
effort will be to run those mills which
could be run. For those mills which
cannot be run economically, we shall
have to find some other way; liquida-
tion or something else. We shall have
also to see how best we can provide
for the workers—whether it would be
necessary to set up new mills, whether
we shall have the resources and whether
we can find out some alternative em-
ployment for them.

I hope the House will agree with me
that we should try to run this Corpora-
tion and the mills under it in an eco-
nomic manner and that we should not
come up with constant losses, for which
we have been blamed without justifica-
tion. We have not even set up the
Corporation yet. Still, people have al-
ready assumed that it will run into
losses, this will happen and that will
happen. Government is not going to
rush into this. Our purpose is to see
that production goes up and employ-
ment also continues. We shall do our
best to meet these two things. With
these words, I submit that the Bill may
be passed by the House,

MR. DEPUTY-SPEAKER :
question is :

The
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“That the Bill be passed.”

The motion was adopted.

14.19 Hgs.

TAXATION LAWS (AMENDMENT)
BILL

MR. DEPUTY-SPEAKER : We shall
now take wup the Taxation Laws
(Amendment) Bill, for which three
hours have been .allotted. I think we
will have two hours for the general
discussion and one hour for clause by
clause consideration. )

THE MINISTER OF STATE IN
THE MINISTRY OF FINANCE (SHRI
K. C. PANT) : Sir I move :

“That the Bill further to amend the
Wealth-tax Act, 1957, the Gift-tax
Act, 1958 and the Income-tax Act,
1961 and to amend the Finance
(No. 2) Act, 1967, be taken into
consideration.”

Sir, this is a short Bill designed to
make certain amendments to the Wealth-
tax Act, 1957, the Gift-tax Act, 1958,
the Income-tax Act, 1961 and the Fin-
ance (No. 2) Act, 1967; to replace the
amendments made in these Acts by the
Taxation Laws (Amendment) Ordinance,
1967, which was promulgated by the
President on the 14th September, 1967.
The circumstances which necessitated
immediate legislation by Ordinance in
regard to the matters covered by it have
been explained in a statement circulated
to hon. Members, copies of which bhave
been placed on the Table of the House.
I do not, therefore, propose to repeat
what is already contained therein and
shall only explain the provisions of the
Bill.

The provisions of the Bill have, as.
their principal objective, an improve-
ment in Government's resources. The
other objectives of the measures in the
Bill are securing a larger contribution
to savings from the middle and higher
income groups and placing greater res-
trictions tham at present on the atlow-
ance for entertainment expenditure in-

*Moved with the recommendation of the President.
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curred in businesses and professions in
computing taxable profits,

Under the Income-tax Act annuity
deposits are required to be made by
resident pon-corporate taxpayers. These
deposits are to be made by them at the
rates specified in the annual Finance
Act and the amount deposited is de-
ducted in computing their taxable in-
comes. The rates of annuity deposits
specified originally in the Finance (No.
2) Act, 1967, range from 5 per cent
in cases where the total income of the
taxpayer was between Rs. 15,000 and
Rs. 20,000 to 12% per cent in  cases
where the total income of the taxpayer
exceeded Rs. 70,000. The Bill pro-
poses to increase these rates by 20 per
cent thereof all along the line, The
increased rates will apply for the pur-
pose of calculating annuity deposits to
be made in relation to to current incomes
falling due for ot ip the t
year 1968-69. Thus, the rate of annuity
deposit in the case of a depositor whose
current income is over Rs. 15,000 but not
over Rs. 20,000 will, under the Bill, be 6
per cent as against 5 per cent applicable to
his income of the earlier year; in the case
of a tax payer with a current income over
Rs. 20,000 but not over Rs. 40,000 the
rate will be 9 per cent as against 7% per
cent formerly; in the case of a taxpayer
with current income over Rs. 40,000 but
not over Rs. 70,000 it will be 12 per cent
as against 10 per cent formerly and in the
case of a taxpayer with current income over
Rs, 70,000 the rate of annuity deposit will
be 15 per cent as against 124 per cent
formerly.

under the provisions of the Income-tax
Act annuity deposits in relation to current
incomes falling due for assessment in the
following assessment year are to be made
ordinarily during the financial year
mnmediately preceding the assessment
year. In the case of a taxpayer who
fails to make any annuity deposit or who
makes a deposit which is less than the
full amount required to be made at the

specified rates the Income-tax Act
provides for the levy of an addi-
tional amount of income-tax

by way of penal tax. This additional
amount of income-tax is in substance
equal to one-half of the amount which
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the taxpayer retains in his pocket by
not making the annuity deposit or by
making a short deposit. The penal tax
is, however, not chargeable in the case
of a taxpayer whose total income does
not exceed Rs. 25,000 although such a
taxpayer has the option to make the
annuity deposit up to the amount cal-
culated at the specified rates and qualify
for deduction of the deposit actually
made by him in computing his taxable
income. The Bill seeks to make it obli-
gatory on taxpayers having a total in-
come over Rs. 15,000 but not over
Rs, 25,000 also to make annuity depo-
sits, but this compulsion will operate
in their cases only in relation to annuity
deposit to the extent of the difference
between the rate as proposed to be in-
creased and the old rate. If tax payers
in this range of income fail to make
annuity deposits to the extent of such
difference or make a short deposit, they
will also be liable to the additional in-
come-tax by way of penal tax calculated
with reference to such difference. In the
case of persons with incomes between
15,000/- and 20,000/-, the additional
tax for mon-payment of annuity deposit
will be levied in relation to the pro-
posed increase of 1%. Similarly, in
the case of persons with incomes bet-
ween Rs, 20,000/- and Rs. 25,000, the
additional tax will be levied in relation
to 13%. Tax-payers in this group will
continue to enjoy the option as hither-
to, to make annuity deposits to the
extent of the full rates as proposed to
be increased and to obtain deduction
of the deposit actually made in the
computation of their taxable income.

The Income-tax Act. already places a
limit on the amount of business en‘er-
tainment expenditure which may be
deducted in the computation of the tax-
able profits of companies, This limit
is 1% of the profits of the business up
to Rs. 10 lakhs of such profits, plos
1% of the profits over Rs. 10 lakhs and
upto Rs. 50 lakhs, plus $% of the pro-
fi's over Rs. 50 lakhs and upto Rs. 170
lakhs. The maximum amount for
which deduction may be allowed to a
company in respect of expenditure on
business entertainment is, thus, Rs.
60,000, where the profits of the business
amount to or erceed Rs. 170 lakhs.
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The Bill proposes to reduce the limit
by exactly 509,. The reduced limit
will apply also to non-corporate tax-
payers, and will operate, in all cases,
in respect of entertainment expenditure
incurred in businesses or professions
after September 30, 1967. The new
limit will be 4% of the first Rs. 10
lakhs of the profits of the business or
profession, plus }th per cent of the next
Rs. 40 lakhs of the profits, plus #th
per cent of the next Rs. 120 lakhs of
the profits. Thus, the maximum amount
which may be deducted in computing
the profits of a business or profession
in respect of entertainment expenditure
will, hereafter, be Rs. 30,000 which
will be the limit where the profits of
the business amount to or exceed Rs.
170 lakhs. In the case of a business
or profession having profits of less than
Rs. 10 lakhs, there will be an alterna-
tive monetary limit, as at present,
of Rs. 5,000. This monetary limit will
apply where the amount calculated at
the rate of i per cent of the profits of
the business or profession comes to less
than Rs. 5,000,

The Bill also proposes to make tran-
sitional provisions for taxpayers whose
accounting year falls partly before and
partly after September 30, 1967. In
such a case, where the taxpayer is a
company, the deduction for entertain-
ment expenditure incurreq before Octo-
ber 1, 1967 will be limited to a propor-
tion of the amount calculated in accor-
dance with the existing limits, in the
ratio of the number of days in the ac-
counting year upto September 30, 1967
to !Iu:, total number of days in the ac-
counting year; and the deduction for
entertainment expenditure incurred by
the company after September 30, 1967
will be limited to a proportion of the
amount calculated in accordance with
the proposed limits in the ratio of the
number of days in the accounting year
falling after September 30, 1967 to the
total number of days in the accounting
year. Thus, in the case of a company
maintaining its accounts according o
the calendar year, the deduction for en-
tertainment expenditure incurred by it
during the current accounting year upio
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September 30, 1967 will be limited to
3/4th of the amount obtained by apply-
ing the existing limits to its profits for
the whole of the year 1967; and, the
deduction in respect of entertainment
expenditure incurred by the company
after September 30, 1967 will be limited
to ith of the amount arrived at by ap-
plying the proposed limits to the com-
pany's profits for the whole of 1967.
Where the taxpayer is not a company,
no monetary limit will be applicable in
respect of entertainment expenditure
incurred upto September 30, 1967, but .
the deduction in respect of entertain-
ment expenditure incurred after Sep-
tember 30, 1967 will be limited in the
same manner as in the case of com-
panies.

Under the Income-tax Act, simple
interest is chargeable .from taxpayers on
the tax due on the income declared in
the return, where the return has been
delayed beyond the due date, on tax
dues in arrear; and on shortfalls in pay-
ment of the advance tax due. The rate
of simple interes; chargeable from
assessees, in such cases, is 6% per
annum. This rate of 6% is less than
the rate at which unsecured loans can
be obtained in the market and is not,
therefore, proving an effective incentive
to the payment of our taxes, The Bill,
therefore. proposes to increase this
rate from 6% to 9% with effect from
Ist October, 1967. Likewise, the Bill
proposes to increase from 6% to 9%
per annum the rate at which simple
interest is payable by Government to
taxpayers on excess payments of ad-
vance tax, on delayed refunds, and in a
case where the assets of a person have
been seized in the course of a
on the moneys retained by Government
in excess of the tax liability of the
person.

The Wealth-tax Act and the Gift-tax
Act also contain similar provisions for
charging simple intersst from assessees
on tax dues in arrear, and for payment
of inlerest by Government to assessees
on delayed refunds. The Bill proposes
to increase the rate of interes; under
these Acts also from 6% to 9% per
anoum in respect of the period falling
after 30th September, 1967.
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Sir, I hope that the provisions of this
Bill will receive the unanimous support
of this House,

Sir, 1 move,
MR. DEPUTY-SPEAKER : Motion
moved :

“That the Bill further to amend
the Wealth-tax Act, 1957, the Gift-
tax Act, 1958, and the Income-tax
Act, 1961, and to amend the Fin-
ance (No. 2) Act, 1967, be taken
into consideration.”

SHRI N. DANDEKER (Jamnagar):

Mr. Deputy-Speaker, Sir, I have
to oppose the Motion for considera-
tion of this Bill for several reasons.

In the first place, the imposing of taxes
in legislation by Ordinance is something
to which 1 take the greatest exception;
particularly when, as in this case, the
pretensions, the excuses, given for pass-
ing such an Ordinance exactly one
month after the last session of Parlia-
ment and exactly two months before the
commencement of the present session
of Parliament are altogether untenable.
It is said in the statement explaining
the reasons for immediate legislation by
Ordinance :

“In part, the measure has the object
of securing a larger contribution to
savings from middle and higher
income groups....”

I will not comment at the present stage
on the merits of this particular objec-
tive; but | would like to know what
contribution has been made, in the last
two months, between the passing of the
Ordinance and the commencement of
the current session of this House, by
virtue of having passed the Ordinance
to the savings to which it was supposed
to contribute. Here it is said :

*...with the object of securing
larger contribution to savings...”

This measure was passed in the shape
of an Ordinance, 1 presume, because
they wanted this contribution to sav-
ings to commence immediately from the
14th September instead of waiting until
the new session of Parliamen; began and
until the matter could be brought for-
ward as a Bill here.
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Secondly, the further reason given is
thai it would enhance the resources of
Government

“Iy was felt, therefore, that at least
a part of this additional liability
should be covered by taking mea-
sures to improve the resources of
Government. .”

I would like to know from the Minister
by what amount, during the two months
that have intervened between the pass-
ing of the Ordinance and the commen-
cement of the present session of Parlia-
ment, the resources of Government have
been improved.

When I put the matter this way, it
becomes perfectly obvious that this
Ordinance was no more than a gesture
to unreasonable public clamour at a
time when Government was at first re-
sisting the grant of dearness allowance
immediately in cash to the extent that
the Gajendragadkar Commission’s Re-
port recommended and then compro-
mised by partly giving it in cash and
partly in the shape of additional savings
to Provident Fund accounts. And it
was felt, I presume, that some kind of
gesture was necessary to indicate that
there was immediately going to be an
inflow of savings from the public and
there was going to be a tremendous
increase im the resources of Government
if this particular measure that was em-
bodied on the 14th September in the
shape of an Ordinance was passed, with:
the corollary that if they had waited
for this session of Parliament, they
would presumably have lost a very sig-
nificant and substantial sum of money
in terms of resources available to Gov-
ernment. I, therefore, ask this very
specific question, and I hope the Minis-
ter will be good enough to tell us, just
exactly how much additional resources
have been contributed by this particular
measure having been passed by way of
an Ordinance instead of waiting for it
to come before this House by way of
a Bill.

Sir, 1 will now examine the merits
of the matter that this Bill seeks to.
achieve and which the Ordinance sought
to achieve. In the first place, there are
provisions for increasing the rate of
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interest upon overdue payment of tax
by assessees to Government and upon
overdue refunds of tax by Government
10 assessees. Now, Sir, in principle I
do not object and I think it is quite
proper that if any one has delayed the
payment of due tax on due dates when
it has been properly assessed, in such
a situation I agree that when Govern-
ment itself is a borrower and the Gov-
ernment’s resources are themselves made
up, particularly in the early part of the
year, by borrowings, it is right and pro-
per that any one who is withholding his
tax must also be charged interest. But
this is the first time, we are told, that
the Government is justified, jn what
you might call, “profitzering” in interest
or charging usurious rates of interest,
because on short term borrowing the
interest which Government pays does
not exceed 4 or 43%. As a matter of
fact, short-term borrowings by treasury
bills are even at a considerably lower
rate of interest than that. While it is
perfectly justifiable that the Government
should not have to pay interest upon
money that is withheld by people, there
is no justification whatever for Gowern-
ment to attempt profiteering by charg-
ing usurious rates of interest such as
are proposed in the present Bill and has
been indicated in the Ordinance. 1 sug-
gest there is no case for increasing the
current rates of interest which are in
any case well above the borrowing rates
of interest for Government on short-
term borrowings. The present rate of
interest on overdue tax payments,
whether it is wealth-tax or gift-tax or
income-tax or any other tax, is 6%.
It is well over 2% in excess of the
Government's short-term  borrowing
rate. While I think, as I said earlier,
there js justification for charging a little
more than that which the Government
has to pay for obtaining resources, I
submit, Sir, to this House that this kind
of usurious profiteering in borrowing
would in fact now afford great incentive
to Government to run jts affairs on bor-
rowings instead of vigorously collecting
overdue arrears of taxes, in the hope
that the assessees will delay their tax
payments because Government can make
profit on interest of a very substantial
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amount. I submit, Sir, that these pro-
visions in the Bill, in so far as they are
concerned with increasing the rates of
interest, have nothing whatever to do
with resources which is one of the rea-
sons given for passing the Ordinance,
have nothing whatever to do with cor-
tailing inflation, and have nothing what-
ever to do with increasing savings. This
is merely a necessity arising out of the
fact that Government has to borrow
during certain parts of the year; and if
assessees withhold their taxes, they are
required to bear the burden of borrow-
ing which the Government do, In
that sense I am fully in agreement with
charging a fair rate, but not the kind
of usurious rate of interest such as is
proposed in this Bill.

The second thing sought to be done
by this Bill is the series of changes in
the rates of annuity deposits and making
the annuity deposits compulsory where
it was optional in the case of people
whose income was between Rs. 15,000
and Rs. 25,000. This constitutes a most
remarkable volte face by the Finance
Minister. During the course of the
debate on Finance Bill No, 2, it seemed
perfectly clear from what the Finance
Minister said, both generally in relation
to the annuity scheme as well as speci-
fically in answer to a question put by
Mr. Masani, that the Finance Minister
was actively engaged in considering
whether this annuity deposit scheme
was worth the bother at all and whether
something else in some other form
ought not to be the mode of diverting
resources into Government coffers if it
was necessary to do so, at all. Now, not
only is the annuity scheme apparently
to continue but they have even slapped
on increased rates of contribution to-
wards the annuity deposit scheme. Fur-
thermore, 1 wonder whether they are
fooling themselves or whether they are
trying to fool anybody else by the pro-
position that this is going to increase
savings in any manner. What is stated
in the objects is this. I would read
again what I read a little earlier in the
Ordinance, and it reads thus :

“In part, the measure had the
object of securing larger contribu-
tions to savings from middle and
higher income groups.”
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Is this going to increase savings or is
this going to divert savings? In fact,
the main trouble with the annuity scheme
was that it was firstly, merely a diver-
sion of savings; secondly, it was a di-
version of savings only for a temporary
period, because after a while these an-
nuity deposits have to be paid back, as
in fact they have already started paying
back large amounts by way of annuities;
and thirdly, it merely adds unnecessary
clutter to the whole proceedings of in-
come-tax,

We are solemnly told that these an-
nuities are designed to increase savings.
This is the first time I am hearing this.
I want to know whether the hon. Minis-
ter does really believe that compulsory
annuity deposits increase savings. It
is possible and indeed it is certain that
they merely divert savings, and opn that
point there can be no doubt,

The next question, therefore is this.
Is the diversion of savings from what-
ever contributions would have gone into
maybe, bank deposits, or maybe pur-
chase of debentures, or maybe purchase
of equities or maybe, any other modes
of investment that are available,—is the
diversion of savings from those forms
of investmen; to Government coffers
beneficial to the community or is it
harmful to the community ? Everybody
knows, and it has become now almost
a stale joke, that there is no active capi-
tal market today, that underwriters
have become undertakers and so on;
such little trickle of savings as was
flowing into risk capital, or into semi-
risk capital like preference shares, or a
little less risky capital like debentures
was small enough. I know and every-
body knows, and the hon. Minister of
State personally knows the pressure that
there is these days on financing institu-
tions like the IFC, the ICICI, IDB and
all the other available financing institu-
tions; there is tremendous pressure on
them to provide finance for industries.
Nevertheless, here we have a case of a
further diversion of savings, from that
little stream that still goes into risk capi-
tal, into the coffers of Government.

Even without the necessity of charac-
terising, as I would like to, that savings
86LSS/67—7
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diverted to Government are a waste,
even without that, I say that diversion
of savings from a desirable to a less
desirable purpose cannot, it seems to
me, be anything that is good, But cer-
tainly it is not something that increases
savings.

The third portion of the provisions
of the Bill is concerned with reducing
the allowance for entertainment ex-
penses and applying the reduced allow-
ance not merely to companies but to
individuals and others where formerly
there was no restriction on entertain-
ment. As one who had been associated
for years with the taxation department,
T have no doubt that some restraint on
entertainment expenditure in a general
way was desirable. It was always open
to the taxation department to question
whether entertainment expenditure or
indecd any expenditure was excessive
having regard to whatever could be said
to be the need or necessity for it for
purposes of the business, But the hon.
Minister has gone further. There al-
ready exist specific provisions under
which such restrictions are placed on
entertainment expenditure, 4s' the hon.
Minister of State was good enough to
recount, beginning with one per cent,
half per cent, quarter per cent and so
on related to varying rates of profitabi-
lity.,

But now it is proposed suddenly
to cut this by half. Is there a single
objective or reason stated for this in
the statement of objects and reasons for
ordinance 7 Even assuming at their face
value that the stated objectives were
justifiable, additional savings, diversion
of savings to government, inflationary
situation to be controlled etc.—is there
anything in this statement of objects
and reasons that would justify by Or-
dinance the further limitation of enftr-
tainment expenditure in relation to the
next assessment year, not the current
assessment year at all? I, in fact, is
not going to affect government revenue
during the current assessment year by
one paya paisa. Whatever it is going
to affect will be the revenues of the
next assessment vear to the extent that
these lower limits become applicable.
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But, as I said, while there is a case
for limiting extravagant expenditure on
entertainment and a case for some rea-
sonable limits, let us not take this into
nonsensical regions. We are today in a
state of acute industrial recession. We
are today wanting to boost our internal
production, wanting to boost our ex-
ports, wanting to boost our drive for
import substitution, wanting to boost
the whole range of business and industry
in every conceivable way.  Whether
one likes it or not, here there is no
question of morality or ethics or any-
thing. It is one of the common neces-
sities of business that the wheels of
business and industrial transactions are
facilitated by a certain amount of ex-
penditure on entertainment. This is a
fact. In fact, Government themselves
lavishly entertain foreign delegations
and others coming here, What for?
Why do they entertain anybody ? When
I go to a Ministry, they are good
enough to offer me a cup of coffes.
Why ? Because it is part of human
nature, part of the human set-up, that
you can facilitate transactions and busi-
ness, by a certain measure of entertain-
ment as well. It is part of necessary
business expenditure. It has always
been so considered in the past, and it
is so considered all over the world. I
am not asking for any exceptional
situation here,

Now we are told that some footling
little saving in terms of tax is sought
to be made by a drastic cut ip the level
of expenditure on entertainment, I
think we have had a terrible habit of
undoing with the left hand what the
right hand is trying to do. There were
always and still are schemes of export
promotion; and for this they are lavish
with foreign exchange. Anybody who
wants to go abroad has merely to say
that he wants to do export promotion.
There are no questions asked. But in
this thing where a little tax incidence is
affected, they say ‘Ah. You must not
spend more than this because we are
all poor, we are poverty-stricken’. We
have a poverty complex in this country;
it seems as if we want to be poverty-
stricken. We do not want to do the
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things that would boost industry and
business, that would boost the industrial
economy of the country. In any event
this kind of thing is utterly out of tune
with the purposes of the ordinance.
Even if there had to be an ordinance
for the other purposes, that this ordi-
nance should contain provisions for en-
tertainment allowance cuts and that it
should be embodied in this when it
should form part of the provisions of
the annual Finance Act is just a very
simple way of trying to earn cheap
popularity with the public. Sir, the
Ordinance and this Bill are attempts at
trying to rob Peter to pay Paul, I least
expected this sort of thing from the pre-
sent Finance Minister, even though I
had been accustomed to tricks of this
kind from the previous Finance Minis-
ter.

Therefore, Sir, I would like to say
that both in terms of the stated objec-
tives as well as in terms of merits, and
also in terms of the timing of some of
the provisions, this Bill is totally bad
and 1 am opposed to its being taken
into consideration.

SHRI VIKRAM CHAND MAHA-
JAN (Chamba) : The Bill which is
before the House does meet certain
needs of a developing nation, though
there are shortcomings. The object of
taxation is to increase the revenue of
the country to meet the economic needs
of the developing country. At the same
time, the operation should be so pain-
less that the tax-payer does not feel the
pinch. Though whenever one has to
pay, the pinch is always felt, the object
is to reduce the pinch.

There are certain objections raised
against certain clauses, for example, the
one relating to the raising of the rate
of interest. The rate of interest has
been raised for the benefit of the
assessee as well for penalising if there
is delay in payment of tax. If the tax
is due and the assessee fails to pay with-
in time, he has to pay a penal interest
at the rate of nine per cent, Objection
is raised to this that it is usurious. If
you want to take a loan in the market
you have to pay 12, 15 or even 20 per
cent as interest on borrowed capital,
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while here, the rate which was previous-
ly six per cent has been raised-to only
nine per cent, and still it has become
usurious for them, because, if they were
making a profit of 20 per cent before
it will now be reduced to 17 per cent.
That is the only thing. Why should an
honest person be bothered by this?
This provision is only for the defaulters,
and for defaulters there should be no
mercy, because for a person who de-
clines to pay income-tax due to the
State we should not have any sympathy.
Therefore, my submission is that the
charge that the rate is usurious is un-
called for. It is also for the benefit
of the assessee because, if the depart-
ment does not refund in time, he will
get this extra three per cent interest
en the sum due. So, it benefits both
the assessee and the department, and
there can be no quarrel with enhancing
the rate of interest.

Then a great point was made that
the entertainment allowance has been
reduced, that a certain percentage is fix-
ed and therefore business will suffer,
that while in cxport promotion the
maximum advantages are given, here

entertainment allowance is being cut
down. Any businessman with prudence
will normally entertain within the

allowance granted by the department,
This allowance has been used and s
being used actually for evading income-
tax rather than for the purpose of pro-
moting business. Business is not pro-
moted by entertainment or throwing
lavish parties. - Business is promoted by

tors and highly paid executives.
not spent actually on entertaining
people.

Therefore, the present Bill meets its
limited purpose, though there are cer-

tain shortcomings. One of them is this
i.e,, the annuity deposit scheme has
hampered capital formation, and there-
fore it should be dropped. At the same
time, I suggest that the death duty
should be raised, so that the capital
formed is used by the individual who
has been, by his competence, able to
increase his capital, but it may not pass
on to the successor who may benefit by
this unearned income and live without
working. So, to enable capital forma-
tion, the tax could be reduced a little.
But, at the same time, death duty should
be raised, so that the unearned group
of people, the people who live on un-
earned income, should not be able to
five on the income or on the capital
formed by their forefathers. Therefore.
I suggest that the annuity deposit
scheme should be dropped. But. at the
same time, certain measures should be
taken to raise the taxes on unearned
income but reduce the taxes on other
income. With these submissions, I sup-
port the Bill.

SHRI S. S. KOTHARI (Mandsaur) :
Mr. Deputy-Speaker, Sir, at the outset,
I would like to deprecate the tendency
to govern by ordinances to which
this Government is  prone. |
mean not only the Finance Ministry
but also other Ministries of the Gov-
ernment of India. After the matter has
become a fait accompli, it is submitted
to Parliament for rubber-stamping. Ordi-
nances in effect constitute a travesty of
democracy; just as the Home Ministry
should use the armed forces for inter-
nal disorders only in cases of grave
emergency and not ‘off and on, so also
the Government must resort to an ordi-
nance only when it finds it absolutely
necessary and not otherwise.

1 oppose the motion more in sorrow
than in anger. It is amazing how the
Deputy Prime Minister can be so imper-
vious to public opinion, I would not be
betraying a confidence if I said that even
a journalist friend told me that the an-
nuity deposit scheme had become almost
a nuisance, that it was wasteful and
oppressive and that effort should be
made to have it dispense with as early
as possible. I invite the Finance Minister
to take an opinion poll on this issue, and
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I am sure even his own officers would
not vote for this scheme.

AN HON. MEMBER : He will not
vote for it himself !

SHRI S. S. KOTHARI : Yes; be-
cause he has done it against his own
convictions. Even Mr. Bhoothalingam,
in unequivocal terms, has condemned
the scheme. It obstructs rationalisation
and simplification of the tax structure.
Mr. Bhoothalingam has said :

*....even from the point of view
of raising comparatively short-term
resources, the value of the scheme is
not particularly great, I would, there-
fore, strongly recommend that the
scheme be abolished with effect from
the current year.”

The Government has acted
what Mr. Bhoothalingam thas recom-
mended. 1 ask, if expert studies are
made and the suggestions are only to
be rejected like an empty tube of tooth-
paste, why such studies should be under-
taken ? What is the advantage and
why waste money on such projects ?

against

The Government's policies are also
altered with mercurial swiftness. In
July this year, the Finance Minister
held out the distinct probability of drop-
ping the scheme or withdrawing the
scheme next year when he said he
would be having more finances. But in
September probably he became so
enamoured of the attractiveness or the
efficacy of the scheme that he actually
raised the rate of annuity deposit. I be-
lieve he has acted against his convic-
tions and on an ad hoc basis, which
only means this : how can people have
faith in the Government? If senior
Ministers do like that, what about lesser
mortals, or what about the assurances
.of lesser Ministers? No wonder the
intelligentsia and the people are disillu-
sioned with the policies of this Govern-
ment.

Has the Finance Minister taken cog-
nizance of the fact that for more than
a decade of tax pyramiding, increase in
taxes and tax rates, both direct and in-
.direct, the honest assessee of yesterday
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has become a marginal evader of today,
and a person who a few years ago pro-
bably was a marginal evader has crys-
tallised into an unrepentant, confirmed
tax-evader. These things are directly
connected. If you discuss these matters
with the Ministers, they simply say,
“Well, the people are dishonest and they
are bound to evade the payment of
taxes”, 1 beg to differ. The evasion is
directly connected with the rate of
taxes, and it is on account of this ple-
thora of taxes that the slippery path of
evasion has been rendered attractive. If
morality has become a casualty in so-
ciety today, successive Finance Minis-
ters must bear quite a part of the blame
for this, because it is the edifice of high
taxation and spiral of inflation which
together have resulted in this state of
affairs. This is a social consequence
of importance, directly flowing from the
Government’s misguided fiscal policies.

15 Hours

Sir, the Taxation Laws (Amendment)
Bill, 1967 provides that the annuity de-
posit shall be raised by about 20 per
cent all along the line. As if the
scheme was not complicated enough,
the Bill provides that for assessees
whose income lies between Rs. 15,000
and Rs. 25,000, it would be obligatory
to make annuity deposits to the extent
of the difference between the enhanced
rates and the previous rates. It would
thus result in further complications.

The provisions would immobilise an-
other Rs. 5 crores of the income of the
people. Ostensibly, it is said to be an
ad hoc measure intended to cover part
of the additional liability that the Gov-
ernment has to incur on account of in-
creased dearness allowance to its em-
ployees. It is said that it will be par-
tially neutralised by throwing the burden
on the middle and higher classes. But
what is the state of the middle classes ?
Is the Finance Minister oblivious of
their financial condition? They are
squeezed not only by high taxation but
also by inflation. The result is, it is
difficult for them today even to balance
their budget. If you search the heart
of any officer of the Government of
India who is subjected to this annuity
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deposit scheme, he would say, “Well, it
should be dropped”. And yet, we find
that the rates are being increased. '

SHRI S. M. BANERJEE (Kanpur) :
Do you think they have hearts ?

SHRI S. S. KOTHARI: Whether
they have hearts, it is for you to say.

The scheme, besides, is retrograde.
Its punitive effect is more severe on
those who have rising incomes, ie. the
dynamic sections of society. But those
who are on the verge of retirement or
whose incomes are going to be redpced
in future may benefit a little out of it.
But if any tax structure penalises the
dynamic sections of society, I should
think it is retrograde.

The annuity deposit scheme, besides,
provides an antithesis to the normal
schemes of savings. Usually small
driblets of savings are collected month
by month and put aside, so that at the
end of a certain period, it may be avail-
able in the form of savings for emer-
gency use, on the principle that “little
drops of water make the mighty ocean”.
But the scheme connives at dissipation
of savings and resources, because the
small driblets of savings that are receiv-
ed back by the assessec are taxed. After
taxation, the amount that remains is so
small that instead of being saved again,
it is dissipated into expenditure and
adds to consumption. That is usually

probably the greatest indictment of this

scheme. Actually Sir, devilish ingenuity
has been exercised to conceive of this
mischievous scheme. Adam Smith in
one of the canons of taxation said that
the taxation structure should be such
that it would be of the greatest conve-
nience to the tax-payer. But the an-
nuity deposit scheme not only- exaspe-
rates the tax-payer but leads to great
inconvenience for him, because he is
supposed to keep a correct account of
the various small driblets that he re-
ceives on different dates. God forbid,
if he misses to include any one of those
instalments in his return of income, he
would be penalised for having evaded
tax. Besides, the amount that is receiv-
ed back is taken at the highest rate. It
is added to his income and taxed at the

rate applicable to the highest slab. It
means that he loses in every way and
the amount, in a manner, is almost, for
all practical purposes, lost to the
assessee. The amount of routine and
heartbreaking work that the officers of
the Reserve Bank have to do is tremen-
dous. It is a painful process and 1 would
rather, cheerfully avoid going into the
details and leave it to the Finance
Minister to investigale and find out for
himself, if he is so inclined.

May I submit, Sir, that it requires
great courage and conviction to reverse
wrong policies and to discard what is
injurious to society. Shri Morarjibhai
has the strength and determination to
do it, if he takes a decision. I would
say, let him rise to the occasion.

SHRI N, K. SANGHI (Jodhpur) :
Mr. Deputy-Speaker, Sir, I rise to ex-
press my disapproval regarding the
Taxation Laws (Amendment) Bill which
is before the House. I entirely agree
with what Shri Dandekar and other
hon. speakers have said on this occa-
sion.

If you will go through the Statement
of Objects and Reasons you will find
that the most important reason that has
been given for bringing this Bill is that
with a view to improve the financial
resources of the Government that these
changes are being envisaged. During
1961, when the Income-tax Bill of 1961
was ir*roduced it was hailed as a piece
of wonderful legislation compared to
the out-dated Income-tax Act of 1922.
What happened thereafter ? More thran
206 amendments have taken place to
this Aet. Year after year, in season
and out of season various amendments
are being brought to it. What has hap-
pened to this law 7 If one goes through
it he will not find a parallel to this sort
of jumble of a law anywhere in any
other country.

Already more than 206 amendments
have been made to this law. When the
Finance Bill was passed only in the
month of July this year, this amend-
ment after such a short time belies the
hopes of all members here and the
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people in the country. I do not agree
that this will improve the financial re-
sources and that the resources are going
down. If you have a careful and
thorough look at the Income-tax law im-
plemented in this country, you will find
that there is quite a lot to be done in
this matter. There was a question in
this House put by Shri Madhu Limaye
at one time and the hon. Minister had
given a statement saying that there are
more than 700 persons from whom
more than Rs. 0.5 million as taxes are
in arrears from each of them in the
last so many years. The answer given
for th=se arrears is that either they are
sub-judice, the cases are in the court of
law, or the assets are not available or
the people are dead.

If you go through this Act you will
find that whereas a time-limit has been
imposed for reopening of a case no
time-limit has been laid for completing
the case. Cases as far back as 1944
and 1945 which have been reopened
have not been completed in assessment.
If a law is to be administered for these
tweaty years and if the people are dead
or their assets are frittered away, I do
not think in a progressive democratic
country like this we can progress very
far.

1 have to draw your attention parti-
cularly to clauses 146, 147A and
251(1). There is a time-limit for re-
opening of the cases but, as I said, un-
fortunately, there is no timelimit for
the department or the Government to
complete these cases. It is a parody
which I do not think one can find any-
where. A man is being charged, and
being guillotined but no decision is
being given. 1 think it is one of the
biggest vagaries one can think of as to
how taxation and revenue laws are ad-
ministered in this country.

When these cases are reopened, no
reasons are given to the assessee as to
for what reasons they are being reopen-
ed. It is always at the nick of time
that some of these cases are opened
under this section and no reason is
given because the time is short and no
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explanation can be sought for in the
short time with the result that these
cases are reopened and the assessees
are led to go for years together without
completion and without their knowing
when these assessments are going to be
completed. If the Government is real-
ly very keen to improve its resources, I
think it would have been really in the
fitness of things if it had taken into
consideration one of the most impor-
tant recommendations of the Tyagi
Committee in which he has hopefully
stated that the assessment should be
completed in two years’ time. There is
a statutory limit under the Income-tax
Act that income-tax cases should be
completed in five years. But an assur-
ance was also given in this House some
time back that these cases would be
progressively completed earlier. I
would suggest to the hon. Minister to
issue a mandate on the officers under
him, those officers who are implement-
ing this law, to see that cases institut-
ed under the taxation laws are complet-
ed within a period of two years. This
is going to bring us better revenue and
the man who pays the tax would know
what he has to pay. It is a vagary of
this law that cases are not completed
in proper time and taxes are lost.

Not only this, the way in which the
Income-tax Department and the Reve-
nue Board is working is really pitiable,
If one has made an application to the
Central Board of Revenue about some
question on tax he is never replied to
and no clarifications are given. Not
only to the assessees, but even if the
officers of the Government of India,
who implement these taxation laws, if
they ask for any clarification regarding
the implementation of these tax laws,
they are not replied in a satisfactory
way with the result that there is no
clear-cut policy and the whole thing is
lingering from year to year without the
cases being completed.

Not only this, it is high time that a
better atmosphere is created between
the tax-payer and the tax recovering
authorities. Now a psychosis of fear
has been created between the tax-payer
and the tax-collector and we find that
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there is hardly any public relations left
between the assessees and the officers
concerned. This psychosis is created
not only in the assessees but also in the
administrative classes. In one charge
under a particular Commissioner, I know
it for a fact that during one year out
of 70 officers 45 officers were trans-
ferred. Is this not a sort of dictatorial
type of working of the government
machinery ? With that [ do not know
how it is going to bring better relation-
ship.

There are many points which need
quick clarification from the highest ad-
ministrative officers and from the Cen-
tral Board of Revenue. Yet, whenever
a reference is made, no reply is elicited.
For example, when a penalty has to be
imposed because the submission of a
return has been delayed, should it be
imposed on the firm or it should be on
the individual members of the firm ?
There is no clearcut policy on this
with the result that a number of cases
‘have gone to the court of law, because
both the firm and the assessees have
been penalised. This is a matter on
which the administration should sit
down and sort it out for the betterment
of the assessees.

Not only this, there are many other
matters which the Ministry should take
note of. There is a system of tax
challan, which is a very cumbersome
system. One has to obtain, a challan
and sometimes the challans are lost.
So, I think it would be in the fitness of
things if the Ministry introduces a sys-
tem of pass books for the payment of
taxes so that the pass books can always
be produced for easy verification by
the people.

It has also been stated in the House
previously that the calculation method
of income-tax is very very cumbersome
and then we have so many amendments
coming from time to time which further
makes the whole law a sort of jungle
law. There are certain small conces-
sions given to married people and
people who have two children. While
these concessions for people who are
married and who have a lot of children
should remain, at the same time, it is
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high time that the law is simplified for
better administration by officers and
freedom from harassment for assessees.

During the discussion of the last
Finance Bill it was categorically stated
in this House that the recommendations
of the Boothalingam Committee would
be taken into consideration. One of
the primary recommendations that this
Committee has made is that the Annuity
Deposit Scheme should be done away
with and some better method should be
found out to implement it. The whole
procedure of the annuity deposit scheme
is very cumbersome, because it involves
many calculations at various levels. The
Finance Minister in his speech had also
categorically stated that he will be con-
sidering these suggestions which the
Boothalingam Committee had made
and would be coming before the House
with proposals for implementing them.
It is a sorry plight of affairs that this
report has been completely side-tracked
and now, in the midst of the session,
we are asked to consider a Taxation
Amendment Bill, one major and .impor-
tant feature of which is that the Annuity
Deposit Scheme has been made com-
pulsory between the income range of
Rs. 15,000 and 25,000.

Government has also introduced a
functional system of working. But I
am sorry to say that this functional
system of working with the income-tax
offices, instead of improving the admi-

nistration, will out it back by a couple
of years.

ot g 9= wOA@  (IAA)

JareTd WEEA, W A(THT AT
FFATE | q3A F A< wfag=a w1 A
Hqdr safery giar Tifgn dfer w8
zq qug a3 IIfeAT AL § 1 el
A ST FEE FFA fag g 9=
# 1 Seaix g faoig faar ar fF &7
# #7& 7 F7% Hfave & &1 A4l GO0
=ifgq 1 73t @ GAg OF W ST
et aufeaa 7@ € )

MR. DEPUTY-SPEAKER: The
Minister of State, who is piloting the
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Bill, is present here. Of course, this
point is raised often and, I hope, the
Minister of Parliamentary Affairs will
take note of it.

SHRI KANWAR LAL GUPTA
(Delhi Sadar) : But you do not pro-
tect us in spite of our repeated re-
quests.

MR. DEPUTY-SPEAKER: The
Minister of Parliamentary Affairs is not
here at the moment but, I hope, he
will take note of it.

SHRI KANWAR LAL GUPTA:
About a dozen times you have been
requesting the Minister but he does not
give heed to it. That is the whole
trouble.

=it §F9 T FOAX : FAAT AIZAT
T Tt & w2 # Ii’l’ﬂﬁtﬁa‘qﬁ
FT ST A AT E |

st FgTE™ W ¥WE "R,
ATTHT T, TIET AEE F 6, AT
AT T A T IAFT W W G A
AT g3 Far @ fF amfer =
graw &1 ufassr w17 @ ? uw S
& F1 Wl agr <@ ey, 4w e
¥ qTRT = AT T E | T FE A
fafrex = afamddr sdad &
FE & ST 39% AR W AT e 17
efF urae A A @I g =
AT FVE T T F @G T F@T A
MG T 7T A A TG T | T I FET
e g fFag ww sraer & i o o
TEHEl F Gfa 2 sueT am @ @)
SHH 3§ fF agowmz @ g ar
A | UF AR Fg ¥ MW, & 9 FEy
F AR AT AT A FgA F aE WY
TP Al BT & @i % awmar
g% w@aa &1 AR e W g
& W oafamT A g @ F fax
M FEM 5 oarw g0 ST e
I g . L., L.
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&t waTaw o g fw @
IH 9T FS FHATE FfC AT T T]A
F g g fom #3 & fRlE Sifeg

ff g g} IR Fg & T Al
TaT AE1 gien |

SHRI RANGA (Srikakulam) : 1
would very much like to agree with
my hon. friends but then this is not the
occasion for the reason that this parti-
cular minister, who also happens to be
my own personal friend, happens to be
Minister of State designated for this
specific purpose. Therefore there is no
need for a Cabinet Minister also to be
present. It would have arisen if he
were 10 belong to any other ministry
but so far as his own ministry is con-
cerned he is given the same powers as
the Cabinet Minister so far as the ad-
ministration of revenue is concerned.
I think, whenever those questions come
up in the Cabinet, he is entitled to be
present in the Cabinet. Therefore, on
this occasion we need not raise this ob-
jection.

MR. DEPUTY-SPEAKER : Without
my conveying the feeling of this House
the protest has served its purposc. Let
us proceed with the Bill now.

=Y WA T ;AT AT T
fafrex a7 w8 9% f5 d#fae
& FT S ggi g fgd 1 F ST
gfs fafex e 2§ 7 w=r
R FT AN §, qG AW AGH &
FAA AR W A fex @ i
wfate T Frae @ Tifew | 78 =
Fr wfassr &1 ara & | 5 SR WY
AT T AW T AT FT T TS
% f5 wew & wfgwr 7 e g
wifge & F wwr g f e S@
e &, ana €, g gud a7 o we
q3 & ag o< =i o o 59 ¥ fag
fieRR §, ) et 1 ww Ag
@ &1 et o ofr W oAl @
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wimr g aem g frawfra st s
T fF AT FEA FI® 90 @H
a1 smEear 7@ gl | F 47 qqw Y
FEATARATE 197 F% A& 9@ FT
/AT AL & |

st oY 9 ¥
w2 T I #

MR. DEPUTY-SPEAKER : Hon.
Member, Shri Gupta, is not speaking
from the patty point of view. Normally
it is expecied that if one of the Cabinet
Ministers is present in the House, it is
beiter; it adds to the dignity of the
debate and the proceedings. But as my
hon. friend, Professor Ranga, pointed
out just mow. ...

SHRI KANWAR LAL GUPTA: 1
know the rules as Shri Ranga knows
them.

O AT

MR. DEPUTY-SPEAKER : .... on
this occasion he is fully competent to
deal with the matter before the House.

SHRI N. K. SANGHI : Mr. Deputy-
Speaker, I was only drawing the atten-
tion of the hon. Minister to the fact
that the time at which this Bill has
come before this House is premature.
A new procedure has recently been
introduced by the Income-tax Depart-
ment by which income-tax cases of
a certain category have to be sent for
the approval of the IAC. At one place
the Government wants to increase the
revenues and at another place they
want to dissipate the revenues by hav-
ing an unusually large brigade of offi-
cers and people in this department. I
personally feel that the post of IAC
should have been disbanded to save
some sources of revenue or some such
other methods should have been adopt-
ed by which it could have reduced the
expenditure of the Government which
would not have warranted the Taxation
Laws (Amendment) Bill at this junc-
ture. A new procedure has recently
been laid by which certain cases are
sent for approval of the Inspecting
Assistant Commissioner. 1 feel it would
have been a good idea for the IAC to
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look into these cases himself and be-
come an assessing officer himself. The
very idea of sending cases to the TAC
is vitiating and is not proper.

It has been said in various decisions
by the High Court Judges that the
Income-Tax Officer, being a quasi-judi-
cial officer, should be competent to
finalise the cases and not to send for
approval of others. When the case is
sent by the Income-Tax Officer to the
IAC, it is like a junior judge sending
his judgment to a senior judge for ap-
proval. This procedure should have
been avoided and they should make
the TAC into a taxing officer himself
for those cases to save the revenues of
the Government and not to bring in
this Taxation Laws (Amendment) Bill.

The Income-Tax Depariment has be-
come a Department of terror to vari-
ous people. Millions of people who
are uneducated, who do oot know these
taxation laws, they are small tax-payers,
are virtually afraid of going to the In-
come-Tax Department. I have not seen
a single example where these pcople go
with their cases for assessment with
faith for a fair deal or the Income-Tax
Officer is good enough to explain to the
person all the complications, his liabili-
ties, obligations and duties in a rational
way and make an assessment with cour-
tesy and goodwill. I think, it is high
time that we set up a high-level com-
mittee to take up this Income-Tax law
and to examine proper implementation

thereof.
it Qo Qo WY (TAT) : SuTSEE
HEISA, §a &+ a1 fedas § saer

darfs gfe §q@ 1€ fadw =&
FCU 8, WX & 99 @ gt F
dgar g a1 A Qav avar g feagar
OF TOI T3T TS @I R aw
¥ o afas #wrE, S FAIC W EW
IO &99 WU W § | 9 gHIR I
FHIfEt F Agms FT ¥OT FaT 41,
aa gu st #i wgr 1T FF o wgmd
TR &% 1, Tgad A AT IuH
W gErHnafeadfgam 7 39
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[+t geo qwo wieil]
T g fF ag gw w0 g1 A
Tfgd IR TFR F AT FEAA
2 Zr 9rfed | 7afe g 7 s+ falm
fFar, aorggw & TEy 4 fv wiw
7 uF faq 1 61 gga g, FW Awi
T z\%! a1 faar f5 6 wdy w1 o
THAT & %1 &9 6 WA & fo9Ff Hid
FET A& FaaR &1 gafy R
FHAA TS fEars §, e gn 3
Foq faai &1 Fgr 5 o= 3w & fag
T 99 &I I8 ¢, A A F7 qg 6
T a1 @ & 5 ga afaw S 9
AT gH &F9 T T @ S, a9 g9 WAl
‘A A o wifed o gEfed
T A IS A foam ) v 99T &
it ag W Farar 74w F fwai A
a1 % fad gw evd #1916 v e
g AT FL &I 19 g B I I
Fng

#ag wrar g fv 15 g A &
Hfaw W 99 dit X g of=d
TS o7 @ &, wfew w150 T
wgrr famar @, s A § &
¥ fad sw v wwge fear T
Wi farfae = & % afa 7@
fa<m afi§, A A dmmg Fw
78 fasorn @ ? gwed Aol A
0F FIAT {— I &, T e
T A N A AT 2, IEAH frww
FEIARFOTTE 1T
ol o @ 3, fF ai ¥ fsem—
Fm? oF @A ¥ ag wer F ae-
g F) GgrT WA 9ifed, a9 g
a3l & o faa § sy—afes a4 w6
A8« 7eW T FEr—aoTAT =T |
o 2W # %o W 3a|d & fF Fd A
iR F 9= ot &rf §, 3z -
Tt oI i § A1 T FEAT W AT
o7 qeafas Ffa t—ag swae
2 e owlg a7 AT W @
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REHEGT F FIT A F FT7 | T o

¥ F4T AT =iy |

ATy A€ A F fag e 5 9w &
ez Afe—F aw qem g fF
1 TEHER I FW E, T
faem® s W1 FIH IIATE | AGT
FgT AT ¢ AL W Ay fom m €
500 FIT &F FF T8 AT § 1 Ffwa,
¥ TEEI 300 FUT To WM 4T E,
e d srmr SO E o
Tt ¥ fa@ ®= F=w @ M,
Fr Ia% foa 78 afeaw fare
T ? YW HEA T OF 9qw 8T
1—1963-64, 1964-65, 1965-66
& wefaam § gwamr F@w w0 fraw
@t & faars sqwfa & o ) 9|
gac faar—1963-64 # fFdT &
FETH THEAT AE) AATAT AT, 1964-65
¥ 13 safeagi A€l A 28 T
Ty fF3 Wi 1 1965-€6 7 TS TG |
s WA g1 {5 57 13 i 31 a7,
fors faars awgm SemaT wr—
T gafa 4 ? @1 77 Tamar @

fF 77,95,097 %ol A Tl i §

500 FUF T F AT [FAT 77 T
¥ ferlt =T STaT | 98 99 OF 4@
2, UF A ¥ WA, T A
¥l frgn afas sonl & fa=rs Wt
g&ir ¥ 29 S g, oafw QAT ARG
giaT 8, Tafad e & ST T\ 73dQ
T[T AN GEIE |

o T AT @ F1 FaET g
T, I 9L I AT @, X UF
e ax &9 Frr S fe o afaw
HATE, T9F FIT 39 AT FAT, IT F

g § Wi SAIET qgAT AT |
it 59 F¥7 AR A grodwc mE A
v f5 w0 S &1 TEE-EE
&t wm }, AT g T § )
femgeat & qradt foraiT &, wae aeew
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AT FT 9aT TE £ | TH I 7 FQE
o @8 &, o g a9 v MaTET
TR G & 7 o g ag FEA & (% &
A afaar § e @a & SR
AT T AT FL ITH( QAT AGL
aifgh, a9 a9 F137g FaITE F
g0 AN Ft IraEl-FraaE geT g |
HICreAT T 9 gATE /19 A FT
© 9, gk e §, v 9% wraeir Wi
& qu1 v st ag asg i 7 s
HT F¥IaT § SHT IO
feam wm &, T SEF FOAT AT
FYE A e & ? it o AT ¥
g AT A E AR I qoaT
AT Fgi gL § — WA giar g 5
F1E FHMF LA | 5T &, FiL FaqT-
FEAVE 3 &, I T¢ TS
farqr dar @S ElaTE, g T A ST,
g 99 T © fgema 7 @ amar @
AT Em-Law & 9Ed g faa @t
39 g S=0 FE TEST AT
A T AT, qE FE 39 §—IF S,
31 gL, 9T 9L &5 g 47 AT a8
9 T F 99 qww § | T aE
¥ gm agas fafmex am § &
g, gura amrEs AT
ST W\, 9t & war § e
OF ARHAT T G0 Teego o T
FTH 744 & fog amar a9 4% 39 afy-
10 #i gel fF 3, 9 feei & F 3
w1 § o gu o e g o g afe
FH QO G giaT § IH TS S47el
& § ot dar w4 giar & 7 TEE g
wraw §§ e 7w, 94T = at
FATRAT | IF HFEFT X AH T &
g Fy fFamam v dw g ar
afew o A Fex § I E, T|WH
9 §9 §® HWHYS @M QAT &f
AT ag a9 FHATY WA d@y § v
% faeii & Q7 s g & frew
W T ST T TEE AwAE | ST

o &1 999 &7 g1 foear § a9 Ay
AMAE FC @ E A I9 gaT 7 20
IR & TR ! § qg FO9ET ATg
@ a1 5 i A qfid A fea
g @& A TER Ao I FTSA A
2, T ST FT SO A § 9g A
G giaT AT @IE |

OF AT qATE A AT @ w4 A
q@T 91 SEET A FiE &, 9 &
TR AT § | 49 e a1 o
srare farm gran faget amae S K
I G AT ATEE g SHHT A
FEFWE | A7 qgIerar fF 1962
¥ AT AT T ATF AT G FIL
frr 3 a1 3T ST S A e
foar & &1 v&A & Gar faqar fasr ?
s WAT e AT f5 SAA & s Al
Foi qgF T oeT g AT SAwr e g
a1 g "EgwA g A1 Q@ «wn ¥ faw,
aoerar fawmit & g smed feat
FX @G § 7 IAGT TqTE WA ATATE
IE qi AA T AT gAT & |

T FATH YT T T 4 g %
TF UF TF a7 HTaHrdr A3 99 4w
FHET FI A WAETT 47 HIT AL a=
Fam ¥ gerfs ag i 9T I
argr 41 ? wE o fw oag SEr oW\
qedT § ! IER FIX agd as 4r | fe
7Y 99 wreHT v o @ fF T e
FT FTH AEN S@AT L AT Bidl FTC
FOF 7 I ATT AT THATST @R
A TT TW Y AT FT T TG TR0 7
ag e i adr AT A MTIEAE |
Faqerfs Figeddd sue aae
fad fr ag sara w1 2 7 39 fAem w1
2389 FE TAF TTF AT TE HIT IR
drem & a9 1422 W gEET d@r
foam faem ? 4 0T 24 W 83
g AT 3 AT g ¥ fa,
gorrdr vt & fau o ARt &
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fag et ol ? sO=-F09 ST
TRET, B1E 967 FIC & AT A T |
I g FE1 AT A% AT Al B
feaar Sar fasan & s=iv Far 5
g AEN ATATA ST THAT FEID IR
A & adt foar & 1 s s
QRATIT T E A & 9w § fF
AR T fawmii 7 ag F1% agd ?
FR Ai fa2wil qmae 6 qgr o &
fg 8% wWife F 397 & sami dar
fadr, 4 wTT wogr faar i F@0 99F
foer st dF . .

MR. DEPUTY-SPEAKER: The
hon, Member should remember that we
are not having a discussion on general

budget. A specified taxation Bill is be-
fore the House.

=it qde Qo St : 7 F 77 @
g fr ag wfafes exaw o7 2 vo7
e ® svF Gaadi ae §, gEn
g2 AT A § | geveAde fv 3
MWHF g Ffenads da
| AT T30 T § AT ag S
FTLANE AT E 7 W 912 a8 Wl TET
Tl T awrg siserarR g a
g @i fe agad adr 7@ §
THT N g7t s wred § | gwafn
Wi A fawy w1 g T @
dt 5% 0% ¥ Wi WA § o fAwi
¥ 3o fAear 7 § 7 W wer W
aaT a5 § % 97 dafas gfez @
IF w1 faga Al frar ) afsq
TN FAF AR G F agen drad
s fF qiEFT maw ¥ 3w fadw
fFar | affst % F9x 3w g
g Tt &A@ GI FERT =T
T Fi | AFT AT 31§ 7 F@ A4
& | 917 3o w0ar afgr ag adff &
Wi\ T F F2a0F fF 199 gAr
1% 5ATATT A AT Y | TIF gw A
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qaew 941 gidig | A gq Wil & G
frqi, 6w & fag Wi s Wil A
19 faar £ o 998 e § @A
|Tgq R IT a9 AT AT A gAB!
St wreEad fggr g 6 FoAal &1 Q99
% fac gn we7 7w worg foew
AFAT A FiAdl B AR, T§ AEA
At AT A1 AR G FA FI ATTR]
sqrT T@r wifge | gaAT e H g9

QT AT § FgAT ARATE |

SHRI S. R. DAMANI (Sholapur) :
I rise to support this Bill. The first
item is the increase in the rate of inte-
rest to be charged from the assessee
and that to be paid by Government.
According to the rate of interest ruling
in the banking circle and m the market,
it is very much justified that the rate has
to be increased, because the banks are
payinz_7 or 8 per cent on deposits and
on advances they are charging 10 per
cent. Therefore, it is advisable and
even reasonable that the rate of imte-
rest in this case also should be increas-
ed. The previous rate was based on
the bank rate of 4 per cent, but now the
bank rate has gone up to about 6 per
cent, and, therefore, it is justified that the

rate to be charged should be increased
in this case also.

Secondly, I would like to point out
that the number of assessments pending
has considerably increased in the last
three or four years. It was about 17
lakhs cases pending about three or four
years back, but now it has increased to
about 35 lakhs, and it has almost dou-
bled. If the cases are not settled by the
officers and afterwards they have to pay
a heavy rate of interest, it will be an
additional burden on the people and
that will not be justified. Therefore, the
first thing that the department should do
should be to clear the assessments as
quickly as possible and an effort should
be made in this direction. I would re-
quest the hon. Minister to see that the
assessments are completed earlier and
that a certain time-limit is fixed for
completing the assessment. Unless that
is done, the arrears will continue.
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Regarding entertainment expenditure,
1 think that now Government have
come forward with a rational policy.
Previously it was not linked to profit,
and entertainment expenses were allow-
ed according to custom or practice.
But in this Bill Government have linked
it with profitabilit. That is a very
reasonable thing. But I would submit
that the rate of ¥ per cent or % per
«cent is on the low side. According to
me, in these days of high prices, it is
difficult for a businessmen to entertain
some of their customers and others in
such a small amount.. So, I would re-
quest that the matter may be reconsider-
ed and if thought fit, some increase may
be made in the rate of entertainment
tax allowed.

Regarding  the annuity  deposit
scheme, it is a véty complicated scheme.
Every year there is a deduction, the
next year 1/10 is added and deduction
is made. It thus becomes a cumber-
some process and requires a lot of work
on the part of the officers. The energy
of our officers is wasted in such calcu-
lations. Also mistakes are likely to
occur in the process. There is no ob-
jection to the scheme as such, but I
suggest that whatever annuity deposit
is taken should be returned after ten
years and that should not be included in
the profit. The rate of interest offered
is so low. In the market the rate of
interest is 12 per cent whereas a person
under this scheme receives only 4 per
cent. He thereby suffers a loss. If he
had invested his money' in blue chips
or other shares, he would definitely
benefit much more. So I suggest that
the amount should be repaid after the
expiration of the period .and it should
not be included in the income of the
person.

I think by the present scheme only
50,000 people arc affected, but in view
of the present arrears of cases and in
consideration of the difficulties of cal-
culation, I suggest that Government
should modify the scheme in the light
of the submissions I have made. With
these words, I support the Bill.

SHRI P. RAMAMURTI (Madurai) :
In the statement of objects and reasons,
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Government have stated that with a
view to improving the financial re-

sources of Government, the President
promulgated an Ordinance.  What is
the wonderful thing that has been done
in this Bill to improve the financial re-
sources of Government ?

Shri  Dandekar talking about a
poverty complex in this country, asked
why should the entertainment allowance
be lowered. My question is : why
should entertainment allowance at
all be allowed ? Is it that these compa-
nies cannot get on without entertaining
people ? After all, who are the people
who are being entertained ? We know
what is happening in the Asoka Hotel.
Company executives come and stay in
that hotel. They cannot stay in other
places. They cannot stay in any place
unless it is an air-conditioned room or
suite,

SHRI RAJARAM
they go to Oberoi.

(Salem) : Now

SHRI P. RAMAMURTI: A better
hotel. )

Who are the people who are normally
entértained ? Big officials of the Gov-
ernment, big Secretaries of the Govern-
ment of India with whom licence deals
are struck across the table over a bottle
of wine perhaps.

Therefore, this entertainment allow-
ance fis an important source of cor-
ruption in this country as far as com-
panies are concerned and this is some-
thing which should not be allowed.
Anyway, Government have now come
forward with a Bill lowering the exemp-
tion limit on this item.

15.44 Hers.
[SHR1 G. S. DHILLON in the Chair]

May I also point out that there is
such a thing as expense account and
perquisites of company executives?
Apart from the fat salaries of Rs. 5,000,
8,000 and 10,000 that they give in
many of the companies, these executives
are allowed to travel abroad.  Their
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entire expenses are paid from out of
company funds. Even when they go
out of the country one month every
year, they and their families are allow-
ed a holiday with all expenses met by
the company. In addition, their bung-
lows are rent-free, furpiture and fur-
nishings are provided for, the gardener
is paid for, medical expenses arc met.
You know these poor people drawing
about Rs. 8,000 cannot afford to pay
their medical expenses themselves. Then
medical expenses of their familics are
met. All these things are met out of
company funds. What is the rationale
behind all these things ? Is it also, the
question of poverty complex? I want
to know why these things are being
allowed. Why is it that the Govern-
ment of India does not today say that
these perquisites will not be allowed as
far as the company executives are con-
cerned ?

Of course, Mr. Dandekar can oppose
this Bill and the Government can come
forward today and say that they are
very much against the richer sections of
the people. In reality, I am reminded
of what we call this cardboard sword
fight. In the cinema you see people
who are fighting each other like hell
with big swords and all that, those
acrobatics.  Anybody would think
that those people would die. Unfortu-
mately or fortunately those who have
gone into the cinema studios and have
seen them know that they are not fight-
ing with real swords.  The Congress
Party and the Swatantra Party are today
engaged in this kind of cinema fighting,
that is what is happening, Mr. Dande-
kar opposing and the Congress Party
coming and saying that they are bound
to suppress this wealth, and all this
kind of thing, This is what is happen-
ing, this is a kind of eye-wash, that is
exactly what is happening.

If the Government were really inte-
rested in augmenting their revenues,
after all it is known in this country how
much of tax evasion takes place year
after year, 1 thought there would be
some amendment to the Income-tax
Act. But what do I find?

1967 Laws (Amdt.) Bill 3286

In answer to Question No. 1623 put
by Mr. S. M. Joshi on the 23rd of this
month about the number of income-tax
cvaders against whom prosecutions were
launched by the income-tax department
during the years 1963-64, 1964-65 and
1965-66 the Government gave a reply.
Do you know the number of cases that
were launched 7 You will be surprised
to learn, I am not surprised because I
know what to expect with the type of
Government that we have, that in
1963-64 not a single case was launched,
that means there was no tax evasion at
all as far as this Government is con-
cerned in 1963-64; in 1964-65, 13 per-
sons were prosecuted; in 1965-66 not
a single person was prosecuted for tax
evasion. This is the way in which the
income-tax  department is functioning.
Not a single tax-evader was prosecuted,
therefore every income-tax payer was a
perfect gentleman, he never did any-
thing wrong.

With regard to the cases launched,
what happened to them ? The answer
is that punishment was not awarded in
any case by the courts, one case was
compounded. You compound a case.
Here are people who evade taxes. It
is not an ordinary offence. After all,
the taxes belong to the pcople, that
means to the society. It is one of the
biggest offences against society that is
being perpetrated by these people, be-
cause the more the tax evasion, the
more the common people are taxed to
meet the needs of the Government.
Therefore, the entire people are attack-
ed by the existence of these tax-evaders
who defraud the entire community.
Therefore, when such a big crime is
committed by you, what is your act?
Your act will not be treated as a crimi-
nal offence, it is to be compounded.
This is the manner in which they look
at this problem. Therefore, not a single
case was launched.

What is the total amount of tax in-
volved in all these cases during these
three years 7 A sum of Rs. 77,95,000.
This is all. Yet Government comes and
says they are very much interested in
improving the revenues of this country
and therefore they are bringing forward
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such a frings legislation which will give
at the most a few lakhs of rupees.

Mr. Dandekar was opposed to the
increase in the rate of interest from six
to nine per cent. May I point out to
Mr. Dandekar that the Government has
been very even on that? If these peo-
ple do not pay the amount in time, they
will be liable to interest at nine per
cent; if the Government has got over-
payment and does not return in time,
Government also will pay nine per
cent. The Government is very even,
thereforc 1 cannot wunderstand this
fight at all. Once again, I am reminded
of the cinema fight.

This whole thing is supposed to be
a very terrific aitack as far as the
wealthier sections of the community are
concerned. That is why I point out
all this. I am not opposing this Bill,
you are not going to get much by way
of this, but whatever it is why have
this kind of farcical thing? If you are
really interested in augmenting the re-
sources, tax the sources; at least bring
a legislation which will make tax eva-
sion a criminal offence. In any civi-
lised country, even in the United States
of America where you say democracy
exists, even there, today a tax-evader
is sent to jail. Here, you would not
send even a single tax-evader to jail for
the simple reason that they are your
kith and kin. That is the trouble. You
cannot touch them. But you will talk
of law and order. When it comes to
the question of the worker who is to-
day fighting for his very bread, if he
fights for a little more bonus, you will
say, “law and order is involved.” But
here, when people are found to evade
hundreds of crores of rupees by way
of taxation from year to year, then, it
is no law and order problem! It is
only a matter to be adjusted ! It is a
matter to be compounded if it is found !
This is the attitude that the Govern-
ment is adopting. Therefore, I want to
point out that this kind of legislation
cannot fool the people of this country.
They will certainly understand, and we
are there to point out to the Govern-
ment, to the people of this counky,
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how this Government is nibbling at the
problem and is really not interested in
checking the blackmarketeer and tax
evasion in this country, and it is letting
all those people scot-free all these years.
It does not even dare to launch prose-
cution against those people. Therefore,
I would ask the Minister, if he is really
interested, to bring forward some other
legislation. I am not asking for any
revolutionary legislation. I know it is
impossible from this Government. I
am not asking them to bring a revolu-
tionary legislation, saying, “confiscate
business.” I am not asking that. Even
within the framework of the ordinary
bourgeoisie society, even within that
frame work, certain things cannot be
allowed. Why are you allowing those

‘things? Why should this society sink

to such a low level, and even normal
things which are done in any ordinary
bourgeoisie society, this Government is
refusing to do.

Therefore, I would ask you, at least
bring forward some legislation which
will penalise this kind of tax evasion,
take effective measures to see that tax-
dodging is put an end to once and for
all, so that at least about hundreds of
crores of rupees year after year cam
accrue to the Government and to that
extent the common people can be
spared from heavy burdens of taxation.
This is a simple thing, I would urge,
and in the absence of that this is
only an eye-wash, and nobody can be
fooled by this kind of eye-wash legis-
lation.

SHRI SEZHIYAN (Kumbakonam):
Mr. Chairman, Sir, this Bill has
come to replace the ordinance pro-
mulgated by the President on the 11th
September, 1967. The objects given
in the ordinance as well as in the Bill
seem to enhance the rate of annuity
deposit and extend the scheme for in-
come-groups from Rs. 15,000 to Rs.
25,000. This has come as a bit of a
surprise to many who have followed the
taxation policy and the pronouncements
of the Finance Minister. Speaking in
this very House, on the 27th July, 1967,
just on the day when the Finance Bill
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was being considered, the Finance

Minister said

“I am trying to simplify the in-
come-tax law but that is an exer-
cise which takes time. Annuity
would not have come in if CDS
had not been opposed as it was
opposed. I do not want to take
the risk again of such opposition
without understanding. Therefore,
1 am looking at it very carefully
and by the next budget I would be
in a position to say definitely what
1 will do. I can only say at this
stage that I am not very much en-
amoured of this annuity business.”

This is what he said on the 27th July,
1 do not know what transpired since
he said that. Instead of doing some-
thing to eradicate the entire scheme of
annoity deposit by the next budget, the
Finance Minister, within about 45 days,
has come out with ap ordinance not
only improving the annuity scheme but
even enhancing the rate and the scope.
This is dubious talk, or double stand-
ard, which this Government is indulg-
ing in. I do mot know why he should
say on the 27th July, “I can only say
at this stage that I am not very much
enamoured. ..” What made him en-
amoured of the annuity scheme by the
14th September is a matter of intrigue
to the public.

One thing, 1 can say. Due to the re-
cession that has set in, due fo the in-
flationary measures that have been in-
dulged in by the present Government
and the past governments, there is not
much of savings capacity in the middle
and the lower income-groups. The sav-
ings have been very meagre, For 1966-
67 they budgeted for savings to the ex-
tent of Rs. 135 crores, out of which
the actual collections were only Rs, 118
crores. That is something good for
which y can take credit. But for
1967-68 they have estimated Rs. 130
crores, but in the first 7 months, till the
end of October, they have been able to
collect only Rs. 38 crores. This shows
the -capacity to save .has been eroded
tmto by the unwise economic policies
and the récent recession.. People find
it difficult even to manage their family
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budget within their income, not to
speak of saving. The recent recession
has disclosed high idle capacity, closure
of many units, rising unemployment,
growth of cases of retrenchment and
lay-off and serious fall in production.
Our Finance Minister says, this is not
recession, but slump. In economics,
slump is another name for recession.
Usually recession means, there will be
fall in prices, decline in production, eic.
But in India, a peculiar thing is hap-
pening. The prices are not falling, but
rising. The other aspects of recession
are being fulfilled.

Many reasons may be given by the
Government like successive droughts,
continued threat on the border, etc.
But these are not the only causes for
the economic malaise in the country.
We should know why there is idle capa-
city, why capacities have been created
regardless of availability ot inputs re-
quired to sustain such industries. For
15 years, they have been planning with-
out any regard to the capacity of the
Indian masses to absorb and also to
sustain these industries with the raw
materials essential for their running.

One important reason for the econo-
mic malady of the country is, to a
great extent they have neglected the
agricultural sector. That is why we
have been in a series of economic crises.
In the sccond and third five year plans,
the farm outpupr has bzen of a very low
order. During the whole period of the
second plan, national income rose by
7.3 per cent, but farm output did not
keep pace with it and increased only
by 4.3 per cent. In the third plan,
while monetary national income went
up by 7.6 per cent, farm output has
been erratic and almost stagnant
throughout. This has resulted not only
in cutting down our agricultural pro-
duction and increasing imports, eating
away large chunks of our foreign ex-
change, but also eroded into the pur-
chasing power of the wast sections of
our people. The statement of objects
and reasons says “With a view to im-
proving the financial resources of the
Government . .." etc. - But before try-
ing to improve the financial resources
of the Government, they should try to
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improve the financial resources of the
people, of the farmer in the fields. When
they planned, they should have given
high priority to fertiliser production.
They should have set up fertiliser facto-
ries before trying to get Bokaro on the
industrial map of India. But they fail-
ed to do it, with the result that not only
the Government, but the people at large
are put to much suffering.

16 Hrs.

They want the people to save. I want
to know what the Government has done
to save much of the infructuous ex-
penditure that they incur. Recently in
the Madras Assembly one thing was
pointed out. The Prime Minister, Shri-
mati Indira Gandhi, when she visited
Madras State just prior to the elections
and attended so many of the Congress
meetings, all the expenses in that con-
nection have been borne out of the
State exchequer. I want to know
whether this is a fair thing, whether
we are saving the funds entrusted
by the people in the Government
coffers. If government funds and gov-
ernment machinery are to be utilised
for party ends then, I must say, the
Government does not have any moral
integrity to ask the people to save, be-
cause even if the people save and give
it to Government funds all that will be
spent for party ends.

Sir, the speakers who preceded me,
Shri Ramamurthi and also Shri Joshi.
told the House about the very serious
conditions in which the Income-tax De-
partment is working. Professor Kaldor
when he gave his report about ten years
ago—1I think in 1955—56 he gave his
report—put the undisclosed income or
tax evasion to the tune of Rs, 200
crores to Rs. 300 crores. I do not
know what the Government has done
till today to reduce these tax evasions.
Large amounts of tax arrears are there.

income is growing, It is
given the name of ‘blackmarket money’.
These blackmarket monies are being con-
verted into non-taxable forms. How far
Government has been able to bring out
these concealed incomes is a thing well
known to the entire public. During
the last three years, as has been

Taxation AGRAHAYANA 7, 1889 (SAKA) Laws (Amdt.) Bill

3292

pointad out by Shri Joshi, it is very
pitiable that only thirteen cases have
been taken for prosecution. Therefore,
the Government, while it is preaching
to other people that they should save,
is itself not saving anything in its own
orbit,

I want to remind the Government
that the recent recession has to be
taken in all seriousness., It is a symp-
tom of a deep-laid malady that has cor-
roded into the entire economic fabric
of our country. This has been the cul-
mination of a variety of omissions and
comrnissions on the part of the Govern-
ment. Unless they go deeper into the
malady, unless they stop these infructu-
ous payments, unless they reduce this
enormous administrative expenses, un-
less the Government take steps to root
out tax evasion, unless they come for-
ward to spend the money given by the
public for the cause of the public and
not for party purposes or for the wvisit
of the Prime Minister or other ministers
for party purposes—she came to Madras
not to attend government business but
she came specifically to address election
meetings for which the expenses have
been met from out of the State funds—
they have no right to preach to others.
Before promulgating ordinances like
this or introducing Bills of this nature,
Government should coime forward to
make good the amount that was given
in their custody by the people. Unless
and until that is done, all talks of im-
proving the financial resources of the
Government will go in vain and they
will only be making untrue statements.

SHRI 5. M. BANERJEE (Kan-
pur) : Mr. Chairman, Sir, I do not
agree with many of the observations
made by my learned friend, Shri Dande-
kar. But I must admit that by lower-
ing down the limits of the annuity de-
posits Government is not going to pet
anything more or save any amount
which may help the Government to get
some more revenues. Now, what was
the experience in the past? When the
annuity deposit scheme was introduced,
it was objected to by practically all of
us. In 1964-65 what was the total
return? Rs. 40.28 crores. In 1965-
66 it was Rs. 37.34 crores. Then, in
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the revised estimates for 1966-67 it was
Rs. 22 crores. The “budget estimate
for 1967-68 is Rs. 22 crores, Now,
by doing this they may hardly get Rs.
5 crores or 6 crores more. When we
were discussing the question of granting
additional dearness allowance, which
the Finance Minister tried io freeze, he
told us that he is going to take certain
very progressive measures by which
there will be some curb on the income
on higher slabs. One of the decisions
was that he will see to it that the slab
for the annuity deposit was lowered by
which the exchequer will get something
more. My submission is that in this
country a person who gets Rs. 1,000
or even Rs. 1,200 is supposed to be a
middle class person. Unless the prices
go down, unless the prices are checked,
I do not consider a person getting Rs.
1,000 to be in this category because he
is not in any way better-off. We are
all getting nearly Rs. 1,000 and I doubt
very much whether we are able to save
anything out of it.

Then, coming to the curb on enter-
tainment. 1 welcome it. [ must con-
gratulate the hon. Finance Minister
for bringing this piece of legislation in
which there is some limit on the enter-
tainment.

SHRI K. C. PANT : Lowering the
limit,

SHRI S. M. BANERJEE : What is
this entertainment ? The representa-
tives of big business houses, how lav sh-
ly they spend! Many of our officers
are corrupted and polluted by these re-
presentatives because in Delhi, some of
the officers say, if you reduce the cost
of Scotch whisky to Rs. 10, there will
be po corruption, because while the
officer is prepared to refuse a sum of
Rs. 10,000 he does not do so in the
case of a crate or bottle of whisky. They
say that everything is settled and de-
cided over a bottle of whisky. It is
said that blood is thicker than water

but, then, whisky is thicker than both."

I do not mind businessmen spending
some money on entertainment but,
then, there should be same limit. When
there is a race between poverty and
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starvation, betweep poverty and unem-
ployment how do you expect that this
money, which is after all peoples’
money is spent? Does that money not
come from the sharcholders ? Is it not
spent merrily by these people in posh
hotels, spending Rs. 250 a day simply
for bed and breakfast? So, I say that
there should be a restriction and the
restriction imposed by the present Bill
is a welcome feature,

Then 1 come to the question of tax
collection. It is a sad commentary on
our tax collection—my hon. friend from
the DMK also referred to it when he
spoke—that according to the report sub-
mitted by Professor Kalsor the far
evasion was to the tune of Rs. 300 to
400 crores. But I am not talking of
tax evasion now. [ am talking of tax
arrears, which stood at Rs. 278 crores
in 1964-65 and which today, according
to the figures available to us from the
answers given in this House, rose from
Rs. 278 crores to Rs. 528 crores. These
are recoverable effective arrcars. What
is the amount written off 7 The amount
written off in 1962-63 was Rs.
4,39,91,363; in 1963-64 Rs. 1,60,37,681,
in 1964-65 Rs. 97,47,072, in 1965-66
Rs. 37,55,004 and up to 31st July, 1966
Rs. 9,10,152.

This amount is written off. We have
been raising several questions in this
House about one industrialist who once
upon a time fought Shri Dandekar—
Shri Ram Rattan Gupta. I am cons-
trained to bring his name once again
into this House. One of the ministers,
who was responsible at that time and
had issued orders for writing off the
amount of Rs. 31 lakhs, is today the
Governor of Uttar Pradesh. So, if
you also becoms a minister and write
off some big amounts, you will not
simply be a Chairman but you will be
a Governor somewhere.

SHRI NAMBIAR (Tiruchirappalli) :
It is a good chance. One should try for
that.

"SHRI S. M. BANERJEE : We were
assured -in this House that this matter
will be investigated, that there will be
a proper investigation. What has hap-
pened to that? 1 have got great res-
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pect for' Shri Morarji Desai. 1 know
that he is a straight forward man, Will
he come forward now and say for what
purpose these Rs. 31 lakhs were written
off? Did Shri Ram Rattan Gupta mig-

rate to Pakistan? Was he physically
not present here ? He got somebody’s
property attached in his name, Ulti-

mately it was found by the Life Ins-
urance Corporation that the property
did not belong to him, that it was some-
body else’s and that he got it attached
wrongly. He is such a icriminal and
still the Company Law could not do
anything about him., He has been dod-
ging some Minister. 1 say with some
confidence that Shri Dinesh Singh has
succumbed to the black .magic .of Shri
Ram Rattan Gupta. These are things
which are circulating in the country.

Only one Ram Rattan Gupta has
been caught and he also is free because
he happens to belong to the ‘ruling
party. It was once upon a time the
ruling party in U.P. but it is not that
today. Shri C. B. Gupta and Shri Ram
Rartan Gupta are trying to topple down
the Government there. In the Srafes-
man it was said that no action was
taken against Shri Ram Rattan Gupta
because he was helping to topple down
the Charan Singh Ministry. 1 can say
that with all the confidence and in all
seriousness. . Let the hon, Minister have

courage and conviction to take action.

against them. They are anti-social, If
they are in the Congress today, they
will pollute the Congress, They have
done enough. If they are in the Oppo-
sition, the Opposition also must kick

them out. What action has been taken
against them ?
Then, in 1966-67 the revenue from

income-tax was Rs. 628.73. crores
against the estimate of Rs 666.22
crores. There was a fall. Is somebody
punished ? Nobody gets  punishment.
Who pays the income-tax honestly and
sincerely ? It is simply the salaried
persons. The tax structure should be
simplified. Many people evade taxes
not because they do not want to pay
but because the system is so bad that
it is impossible for them to function
under this system; naturally, they start
evading taxes.

‘We supported him.
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Then 1 come to wealth-tax and gift-
tax. What is the total money that we
are getting from wealth-tax, gift-tax ar
estate duty? I do not know whether
there are some ministers in the Cabinet
or there are ex-minisiers who pay
wealth-tax. 1 want to know what is
the total amount that has been realised.
Let us take the figure of 1964-65 and
then compare with that of 1965-66.
What are we getting? Are people pay-
ing taxes? If these loop holes cannot
be plugged, I am sorry, such legislation
is not going to help.

Another question which I will ask is
a pertinent question. When Shri
Morarji Desai was discussing these mat-

‘ters with us on the question of pay-

ment of dearness allowance, he request-
ed us, or rather asked us, to beg from
22 lakh Central Government employees
for six months' tme. He said, “Do not
ask for money in cash, let six months’
arrears be deferred and put in the pro-
vident fund, give me six months’ time
and I shall see that prices do come
down.” What has appended to that?
I and Shri S. M.
Joshi, despite severe objection or criti-
cism by some of our opponents, who
said that we had actually sacrified the
workers and had betrayed them, agreed
and said, “You pay us the current one
and for the past arrears we shall see
that this' is deposited in the provident
fund.” What was our expectation-then,
we do not find today, Therefore, I
request the hon. Finance Minister or
Shri K. C. Pant that he should make an
announcement here and now that these
measures have been taken and what has
happened to the lowering down of the
prices of essential commodities. Even
today, during the Question Hour, Shri
Jagjivan Ram told us that adequate
measures have been taken.” What mea-
sures have heen taken ? 1 know nothing
has been done. This Government want
to put their hands into anything and it
vanishes. The biggest magician of this
country is the Central Government,
whatever it touches vaniskes, with the
placard they have wlth the black -mar-
Letee:rs on their head. -

SHRI K. C. PANT : “You are im-
mune.
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SHRI S. M. BANERIJEE : I am not
immune. Two wrongs do not make one
right. I do not impute any motive on
the hon. Minister. He is a citizen as
I am; he is also <lected by the people.
What do we find? I do not say what-
ever is done by the Opposition Govern-
ment is according to the'r promise, They
have also not fulfilled the promise. I
equally criticise them. But as long as
this Government is in power at the
Centre, no Opposition Government can
function. Today, they have toppled
‘West Bengal Government; tomorrow,
they may topple Bihar or Orissa,

I can assure you that unless some
radical changes are brought in, these
loopholes cannot be plugged. Thou-
sands of such enactments will not bring
down the prices and will bring in money
to the Government. They will always
move with a begging bowl to every
country, whether it is Soviet Union
or USA., and ask for money.
Somebody will give them wheat on cer-
tain conditions, somebody will give
them arms and ammunition on certain
cenditions, and we shall be beggars, in-
ternational beggars, with our non-
aligned policy.

st waea o (Feei-ase)
qurafa 72153, s fadas g8 F aE
<ar T §, 7 ag wwaan g 5 o fw
a it § 1 aver Arag er &
S3gaar § &R A o shm §
F g7 7 A 1 g AR ¥ faad TR
# Wt agdem ¥ qra fea g g fe @
gawaar & faolied 3T | @
Tt d gafan aga 7 fgd @ an
I, AT W T AEAH T
T FAATET gL AR 67 TE@ §F THC
JER A T AT G E—ER
AT AR WA TG TG AT |
Sz R aee 7 gn € A
frmar fegoedl ft waw &
ay g8 NF wFd —I @A
S Oex F fAa, Fwwar o AR
§ saar fagdie sy F fag—
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AT AW 4T @I & WY FgAT TTAT
g5 o@ a% 39 i smav |

F Y R gmRa § R oW
w7 7 T g M § dqiEw-aAnw
QT HATITATE | A9 ST E9 g1 H1
Tgongwr A AE @ E 1 F T I
qar g 5 w@ fadgas 9 91 geEA-
e G IEET TR, ST ww A
t—ag OF A9 arq g A IEET A
@I FWTE | I @A FE —
wiwd fd aawarg 6 o oA
AR WX Ug St I¥ay A X
ofsms Fawa e & am § "l
w1 &R g Afawmifoi N T ow
fryam 37 F10F 797 aOH0 (68,
TWEA A P T g — THEA §
THFT W FATE | ATFT A @
aama g o feaem o oy w3 T
&, fean o I Fr@ T Jifww,
AT TE Iz AE EAATA @1, A I
Wt ST AT ALY FFAr — AT
@, aTfS |, T IAR ET TGV
# T FTAT F AT I FE THATE—
1097 5 9= WME GF & dwiE
o #r oie ifaw, S 9E "q&aT
T 290 T 339 g g | Iafed,
gufE HEEd, Ug W T FAT &
g g, AR IF WAARE  FET
2T | I AUF EH MF  EFEA
Foamfas g, a7 7 @AAATE 6 o
HATEAT & A€ g0l afed SAIET ZWh |
g afz few @ @ & AFS B
¥} @ 9 gg wifET & WA fE
ARl S THH T ¥ §, 9 A
& TR 9w Y &, SUE WAT @
®/E § o e g oA,
wifs @ §qET @ge AmmEr |

gad ¥, I gEFafaed ®
wfeat 33 &, =of@l #1 Fed §
Fim@r s dfi waa s
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qFAT 5 F1% AT § qaaT gRw
Y, AfeT o avar e sy §
AT AF WA qoAA qAE &
ITH qE K FIC & war HR S0
T @ IENT W AT w1
T WX I EF AN § A F enw g

I &1 g% A4 § F g 1 R Al

FT1 7 0F, & IAENRAT el §
W € forimdr & 9w 3 ITEwr
RATTEIE | WA oF 791 far 5
FAE Iy o FOOS foqr dw
3 E ? o A wTe w1 w e g
T AT IR 1,800 §97 AZA K K1
T {fear FHT wdE A gEd A%
TAF ASAT WEAT ITHT AL EH Wi
fasa g wom wwi wE w0
Ffar s 39 fAer w3 F Swwar
if¥ 3-4 g I WEF ITET AT
i w9 FA & fae g9

9T
w feii i fae &% & wq
62-63 % UJAAAT IF§ W T
¥ 2 W@

& % fag @few

6364 % THEAT AT ¥T
i 3 wEAfimw @e 62-63
sia @, W% o1 fegae 63
a® v ® Aifew foar
2 AT G IR AWHT A
WU [ARHIH W7 wiwA §  wov
ARy § qeAr wewr g fw
Mraq 9T % ANfew q9F T
fegr war ? #Tw 63-64 %1 THTHE
TRTC EIAT AT WT ¢ W 9
%mmwwﬁf*ﬁw{’r

TR FT wo6x | IR A o A
WU T a7 @ ¥ afed wné
T IR xar @R T Al T

Towg fewi A w9 qwwr
& ? @@ A& 64-65, 6566,
66-67 WYX 67-68 W aF H1E AFwT
TIER wuaR T "9
™ ¥ fqg 9@ wiw &
o oAET ¥ FEE ¥ AT
§ wafq i amd? w4 @ v
e} ? & qe g g fiv few faa
W a6 S faar mar fr age
@A AFead dag O o srde
TR AR AT A AT AT § 3w
®i 94 qeAqar § AfET I
® wE dar i Ad F @
wWAdW ® AT 7 TewEE
T 4l a1 F wE  faEw
feme  star § 1 @ cfaww w@)
T T ANH AT § TAFTER
T ¥ Gra 28 (4) @A AR
g:

“The following income shall be

chargeable to income-tax under the

. head, ‘Profits and Gains of Busi-
ness of Profession’..."

AN @ WrhwT ¥ fau 4 7 zg
g:

“The value of any benefit or
perquisite whether convertible into
money or not arising from busi-
ness or the exercise of profes-
sion. .™

*T A AT F7 R ¢ aE
Wt 5 o AT 97 2 AR

MR. CHAIRMAN : How is it rele-
vant here? Is it within the scope of
the discussion of this Bill ?

SHRI NAMBIAR : He says that that
has also to be taxed; so much should
not be given as perquisites.
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- 2 - is not the question. In my opinion it

8% o al® waw I FW | goes nor fall within the scope of this

AR & o 29 & fo swrer G anfg@ stage of ‘the Bill. You are taking up

= T zafeg  individual cases, whether the assessment

'{ﬂfﬂﬂm%uﬁl’a’ o %ﬂ? of a certain individual was done or not,

H. FEAT ATgdl §° You may discuss that at the appropriate

: . time and not under the cover of the
MR. CHAIRMAN : How is it rele- general d'scussion of this.Bill.

vant here to quote individual cases ?

SHRI GADILINGANNA GOWD
(Kurnool) : He has already sa'd what
all he had to say. So please allow him
IwWo more minutes.

SHRI KANWAR LAL GUPTA :
You should not feel disturbed when I
say = something about Mr. Kamaraj.
Please permit me to say what I want
to say.

i gz q AWl AT,
VI, CHATRMAN : He comot ke sy 48 3 v o o 3 e
B b TAT A AT FE X A OF FT A2

ol faca ey - wafT W@, v @ ¢ 09 fepw difadss

§ i P F @ ¥ 3ME W FAE & 37 ATz § o 5 9 dam

*@ﬂquﬁﬁﬁﬁﬁiﬁﬂ- &Y 3 397 39 a9 ¥ I 1

wza DB | AT 236 B oawx V<AL F AR AR ATA FT 7w

frar gom & 5 dw pemgm Ry 0 ¢ | FA 0 SR faw @
AT A A EFAITE ¥ A ifem FT $43 F1 0F I70-
g 3T AmEAr o wnA sfewm fege

MR. CHAIRMAN : He cannot take TEEAT 0T #37 &4, IAE) ATAEAT
up individual cases here; that does not )

fall within the scope of the discussion 71 =3 T afeT s Eﬁ?' q;i'q"q‘
of this Bill. If he wants, be may take WY 9T £F7 AGl a¥a | AT 3f8aT
up with the concérned authorities at

the appropriate time.

ft WA = gwEfa @Ry,
77 77 3 faqe 2 AfF & =@ 33
®E L M R F Qe W
Aaag faar @ @ 9 FToO T HawA
faar mar & @1 9@ fogw & o o
IF  gwgfaga § St ag 3,000 @
3,500 BT WEWT & IW 9T & AGY
W Z9 WM | K UF SO 34T
g § #R F g fw gwfa ngikm
ATT FA G A5 A ATAR 7T ISR |
aF qF F TEeT § w1 O a-
A g fF A g N E R

forg wreravT #Y oY 9% E37 AT
¢ afew amer $fear wrdq w32 #t T9-
@Y 9 ife |t Aw § & 99 ¢ &8
T AT Y | FAFT A GAHY T4 36
fafre &1 2% frar & 7 & wanY
Tt foee amr @@ £ 1 @ S99
¥ a7 g g 5 A% w0 Of9d =
FH AR A smowr gEar faer aman
g & ara gfear s #9d &
fras smar cézg & AR fergeam &
Ry ¥ waw afsa ag 9 AE
TEE | W arH ¥ aga
R Faf | g8 ¥Aw  f @
FqT &1 A AL § Avay Freer 2w
FHT T2 Y a7 @ AfE F oow
W e w1 A faedl Ww wH
FAE & anfer & ¢ & foamw &
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T FHAT TR F OFTAT 1000
TIGT AT AT E | 1000 TIAT AL
9@ UF ¥ 7Y § A7 g faww w7
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F1E 9 T FaT |
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TEE FT 4 200 TIT YT 31 AT
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e &9 wifeaT q Aifzw faam
AR F71 5 amat §eq o samer
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et HqEy g1 7 Ay a9 g WS
T 35 W | § wTew g 5 0w g
g sifse s & wfow ar ffy dfifa
fediz gaifer & afw fe 9z frad
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g S ¥ TATHSH T, 904 97 F,
fraz 39 w1 AR @z gH W A
&3y ¢, w7 3% IO ¥ oA gaw
& ar 7gY | UHI.Few A F A€ Y
AT WA afqq 9T &A1 Fg THA
g f& ag auar arfem 9w s ad
FAAT IAH! FgT I BME  §F TG
g1 ¥ arm wrgmm § WeY WENRW
& fr aw BR-8R @M F, 27 A9
iy & fegem § o wEd w0
10 9T e 0% §  faeer B ard
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f& gdt wgeT 9% TX H TEA-
FOT FT |-

SHRI SRINIBAS MISRA  (Cut-
tack) : Sir, this side of the House,
if not the whole House. has time and
again objected to the rule by ordinance,
but it appzars that these observations
from this side have fallen on deaf ears,
as in June 1967 the Finance Act was
passed and within 45 days an ordinance
became necessary. It has to be seen
whether this is justified, and whether
there was an urgency for promulgating
such an ordinance, Was the financial
year coming to a close ? Was the Gov-
ernment in need of this paltry sum
which will come out of this ordinance ?
Sir, there was no necsssity. Presumably,
the Deputy Prime Minister, from his
newly assumed position and in view of
his proclaimed view that he is against
deficit financing, wanted to by-pass this
House and to show thai he has not re-
sorted to deficit financing just after six
weeks he came out with this ordinance
for more finance.

To come to this Bill itself, what does
i achieve? Does it touch the higher

slabs of income? It does not touch
them at all. Again, does it touch the
13 or 14 big business-houses ? What

does it seek to do? It is only seeking
to curtail the entertainment expenditure
that is allowed to the assessees.

16.31 Hours

[MR. SPEAKER in the Chair]

Of course, I welcome this as a step
in the right direction, but still it will
be seen that the assessees are left with
Rs. 30,000 per annum im the name of
entertainment expenditure. I  think
Rs. 30,000 is enough to corrupt at least
30 officers, if not more, What is this
entertainment expenditure for ? They
are paying salariés to their officers and
they are paying wages to the workers
but they do not want to increase it.
But we are allowing them this enter-
tainment expenditure. Of what use is
this entertainment expenditure unless it
be to prod the noses of some hounds ?
It will be seen that many of our indus-
tries in which these high income groups
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are functioning are having a surplus
and not deficit production, because the
prices are rising; therefore, there is no
necessity to entertain people from whom
they would ger supplies. In order to
by-pass the regulations and in order to
get morz favours, they are only to en-
tertain the officials. Now, the step has
been taken in the right direction to
check this. But still I feel that the
amount of Rs, 30,000 which has been
provided for should have been brought
down to the bare minimum of
Rs. 10,000.

My suspicion is that this Bill has only
been brought forward as an eye-wash.
You will find from clause 4 :

“On the first Rs.) at the rate of 1
10,00,000 of the | per cent or Rs.
profits and pains 5,000, whichever
of the business or | is higher.”
profession

Half a per cent of Rs, 10 lakhs is
Rs. 5,000, It would be clear for anmy-
one to see that. So, where is the neces-
sity to provide that it will be % per cent
or Rs. 5,000, whichever is higher?
Could not the draftsmen have found
out that it is so? If you go through
this Bill you will find several such
things. Sometimes they will say which-
ever is less, and sometimes whichever
is more they would say something which
is favourable to the assessees in the
higher income groups.

If Government wanted to raise some
money they could have raised it by re-
course to direct taxation. In fact, we,
for our part, are prepared for a single
tax legislation which will mop up all
the income beyond a certain limit. Gov-
ernment  will get our full support if
they say that all income beyond a cer-
tain limit would be mopped up. But
why should they adopt this circuitous
way ? In this way Government are try-
ing to take something like a loan by
force. When they had come forward
with the annuity deposit, of course, they
had done it. They tried to raise small
savings, but that did not come up to
the expectations but went on falling.

NOVEMBER 28, 1967

Laws (Amd:) Bill 3306

This year, as has already been pointed
out, this is far short of the expectations.
Before the annuity deposit scheme was
introduced again, the Bhoothalingam
committee had reported that it should
be dropped because it was ineffective
and very little money was coming out
of it and that had made the assessment
cumbersome. But I do not understand
why and how and on what principle
Government say now that there will be
interest when they get a deposit from
the assessee ? Normally interest is paid
when somebody has given money to
somebody else. But here it is interest
on the deposited money of an assessee.
Do Government want to take it as a
deposit ? Again, if the assessee does
not pay, it is said that he will be charge-
able for interest. This is the concep-
tion that has com= into effect here. Now,
Government want to raise the rate of
interest.

As regards the other part also, Gov-
ernment will perhaps say that we have
raised the rate of interest for the
money that we have to pay. But there
is discrimination. Why this discrimina-
tion? When an assessee has to make
a deposit and fails to do it, he will be
chargeable from the date the deposit
becomes due, but when Government
have to pay interest, they will pay after
the expiry of the six moaths from the
date of the order. Why this discrimi-
nation ? It is a question of interest, a
question of monetary transactions, the
relationship between creditor and de-
btor. Government should also pay in-
terest from the date when the money
was deposited. This does not make
any sense. Simply they want to take
some advantage here and they will get
a paltry sum of a crore or soof rupees.
‘Their estimate is Rs. 22 crores, but I
am very doubtful if they will get more
than a crore of rupees or so.

Some observations have been made
by one hon. Member that this sort of
taxation and rise in the rate of inte-
rest is exorbitant and usurious and
would not help capital formation. My
view is that this is not relevant to the
purpose. Taxation has to be resorted
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to for getting money for meeting ex-
penses. It has to be made direct. So
while supporting the principle of the
Bill, what I object to is the circuitous
method of realising taxes in the garb
of loans and penalising persons who do
not give the loans. This is really ridi-
culous. Government  should be
straightforward and come forward with
legislation for direct taxes to augment
their resources.

SHRI K. C. PANT : I thought after
the introduclory statement I had made
and the statement of reasons for imme-
diate legislation by ordinance which had
bezn circulated to hon. Members ear-
lier, this debate would have confined
iself to the narrow limits that had been
prescribed and it would be relatively
easy for me to try to persuade hon.
friends who differed about the reason-
ableness of the proposals I have put be-
fore the house. But the debate did not
remain confined to those limits; as a
matter of fact, sometimes it seemed to
me as though we were discussing the
entire question of income tax adminis-
tration, taxation rates and so on.

I must begin with a confession that
in the short time available to me I
shall not be able to do justice to all
the points raised here, useful as they
might have been, and I can only assure
hon. Members that Government shall
take note of the various suggestions,
even though the occasion may have
been somewhat irrelevant, and try to
take full advantage of these.

Two broad points have been raised.
One is regarding the ordinance as to
why it was necessary to promulgate it.
Secondly, there have been attacks from
two opposite sides on the intention be-
hind the ordinance and the Bill. Tak-
ing up the latter first, we have had Shri
Dandeker on the one side supported in
part by Shri Gupta throwing up his
hands in horror at the excesses being
committed through this legislation and
middle income and higher income
groups, and on the other hand, we have
been accused by Mr. S. M. Joshi and
Mr. Ramamurti of shadow-boxing and
pretending to hit the rich. Although
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the hon. members all sit on the same
side of the House, if they can look at
it from two different angles, probably
the mean is the correct one, and I
think the Government is on solid
grmm::l‘

ot wy femd () : qw A
T & | T ge !

SHRI K. C. PANT : I am glad that
even Mr. Limaye recognises the force
of this.

stay o : s T E ! q@ A
Fater & Y E

SHRI K. C. PANT : What is incon-
venient is not an argument.

One of the reasons given in the state-
ment of reasons for the immediate pro-
mulgation of the ordinance was the pre-
vailing inflationary pressure in the eco-
nomy at the time and the need for se-
curing a larger contribution to savings
from the middle income and higher in-
come groups. | would only touch on
this briefly.

The House will recall that for the
last three years we have been passing
through a difficult inflationary situation.
Prices have gone up at the rate of 15
per cent or so in the last three years
every year, and I think that all sec-
tions of the House are agreed that the
need to control this upward spiral of
prices deserves priority, and so it was
in this background that the Government
held talks with the representatives of
labour unions and of Government em-
ployees with regard to the additional
dearness allowance that had become due
to them, and it was as a result of these
talks that the employees agreed to pay a
part of their arrears of DA due to them
into their provident fund accounts. It
was in this context that it was felt that
if we askeq the employees to make a
sacrifice by putting what is their due into
their provident fund accounts, which
amounts to giving a kind of loan to the
Government, then it is only fair that
those sections of the society which are
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better off should also be asked to con-
tribute their mite to enable the country
to get over a diflicult situation, in which
it was not possible to suddenly in-
«crease agricultural production but it
was possible through injection of more
money to continue to raise prices, and
therefore when the chief occupation
was to curtail the injection of more and
more money into the economy, and, as
1 said, the WGovernment employees
agreed to the logic behind this proposi-
tion, it was felt it was only fair that
the middle income and higher income
groups should contribute. We had
even promised the representatives with
whom we had the dearness allowance
matter that the Government would
come forward with proposals like this.
In fact, some of these proposals had
been spelt out to the time,

The second point was that the ad-
ditional dearness allowance that be-
camc payable was worth Rs. 30 crores,
apart from the arrears in the provident
fund which were Rs. 24 crores, and
this Rs. 30 crores had to be found. 1
can tell the House, certainly there was

some provision in the budget, but the
provision was not enough.

SHRI S. M. BANERIJEE : Only
railways.

SHRI K. C. PANT : There was some
in the general budget also, but it was
not enough, because it had already been
eroded by various concessions that were
made at the time of the budget, and this
was a hard, practical question, where to
find the money, Therefore, 1 would
beg of hon. Members to consider this
whole question against.the background
of the need for generating more re-
sources at the moment for finding some
money, and the changes we have made
in the annuity deposit scheme will yield
about Rs. 10 crores this year in addi-
tion. Thasefore, it is not right to say
that this has not he!ped in that particu-
lar situation.

_ SHRI N. DANDEKER : How much
during the last two months ?

SHRI K. C. PANT :-1 do not have
all the figures, but I-shall enlighten him
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about the details of the thing later.
This is the broad background and it is
against this broad background that the
need to promulgate th's ordinance should
be appreciated.

Secondly, Mr, Dandeker at least will
appreciate that if a man has to make
the annuity deposit this year, he would
like to know as early as possible that
he has to make this deposit so that he
can provide for it, and if this was done
in September already six mon.hs had
gone by; it was only fair that the annuity
deposit should cover the whole year and
he would get as early a notice as possi-
ble of the Government’s intention to
levy annuity deposit from him.

Various other points have been made,
and 1 do not want to go into all of
them; 1 shal' briefly cover the main
po'nts, made by some of the speakers.
There was rcfereace to the fact that
the raising of the interesy rate from six
par cent to nine per cent on taxes due
to Government but not paid to Govern-
ment is usurious; it was the word used
by Shri. Dandeker. He said Govern-
men: was profitcering : Would he say
that the assessez was also profiteering
because he was also getting nine per
cent ? After all, what is the intention
behind this ? The intent'on behind this
is to recognise the fact that today in
the money market unsecured loans can
be obtained at only much higher rates.
It recognises the fact that the rate of
interest charged by banks on overdrafts
ranges up to 10 per cent today. There-
fore, 1 am sure he will agree that it
would not be rght to create conditions
in which a man would not pay tax but
would go out and borrow money from
elewhere. After all, why should it
be cheaper ? We should periuade him
to pay the tax and 1 think if he counts
it as a disincenfive against those who
would rather not pay taxes in time, I
am prepared to accept the charge; and
the Government wants to have this
kind of incent've.

There was the basic criticism of the
annuity deposit scheme from - several
Members of thc House. and it was said
by  many of them ‘that the Deputy
Prime Minister had once expressed soms
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views about this particular scheme. It
was also sajid that the Bhoothalingam
Committee had recommended the scrap-
ping of this schemez. Now, at this junc-
ture, all I can say is that in order to
raise this extra revenue it was necessary
1o make the changes that have already
been madz in ths scheme, but 1 cannot
possibly say anything about the future.
1 am sure that this scheme, like other
taxation measures, will be constantly
under review ang such changes as will
be necessary are not ruled out.

“Then, a word about entertainment ex-
penditure. Now, Mr. Dandeker thought
that it was reasonable to give cups of
coffee as entertainment. but he thought
that others should be allowed to give
something more. He said Ministers
give cups of coffee and Secretaries give
cups of coffee. 1 think cups of coffee
are provided for here already.

SHRI N. DANDEKER :
ing foreign delegations,

Entertain-

SHRI K. C. PANT : [ know you can
entertain foreign delegations and others
surely within the limits that have been
prescribed and if not, vou can spend
part of it, because you have heard what
Mr. Ramamurthi sa'd. He asked, why
any entertainment allowance at all?
Without going as far as that, 1 would
request you to consider the psychologi-
cal atmosphere in the country. When
we ask small sections to make contri-
butions, surely if those sections which
receive large salaries by Indian stand-
ards are asked to contribute by paying
for a part of their own entertainment,
this is not something which should be
considered at all unreasonable.

Mr. Kothari said that the Bhootha-
lingam Committee's recommendations
had been rejected. 1 do not have the
papers with me, but we have accepted
many of the recommendations. We have
not accepted a few and many of the
recommendations are under considera-
tion. It is not correct to say that we
had rejected them.

A few hon. members referred to the
lowering of limit to Rs. I5000. Mr.
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Kothari said, why did you complicate
the law in this respect ? What he calls
complication is really an attempt to re-
cognise Mr. Banerjee’s point that even
at Rs. 15,000 or Rs. 25,000 level today,
the middle class deserves some consi-
deration. What has beep done is this.
Previously Rs. 25.000 was the limit and
above Rs. 25,000 penal tax was charged.
Below Rs. 25,000 no penal tax was
charged. Now the rate has been in-
creased from 5 to 6 per cent for the
slab Rs. 15,000 to Rs. 20,000 and from
74 to 9 per cent for the slab Rs. 20,000
to Rs. 25,000. But it has not been
made obligatory on these middle income
groups to pay the ent're 6 per cent or
9 per cent compulsorily. They are
only required to pay the difference bet-
ween the old and new rates, i.e. only
1 per cent for the slab Rs. 15.000 to
Rs. 20,000 and 14 per cent for the

slab Rs. 20,000 to Rs. 25,000. The
compulsion is only to that extent. On
the other hand, if they want to save

on the taxes, they can pay the full 6
or 9 per cent. They are not debarred
from doing that. So, what Mr. Kothari
refers to as complication is really a re-
cognition of the fact tha; some special
consideration has to be given to the re-
latively lower income brackets amOng
the annuity depositors. i

Mr. Kothari took objection to the
fact that although many of the bureau-
crats do pot want the scheme, Govern-
ment is still implementing it, Usually
the criticism is that the bureaucrats run
this Government and we are not able
to resist them. 1 am very glad that it
is recognised that at least in this res-
pect, Government is run by the minis-
ters and the bureaucrats do not have
their say.

Mr. Sanghi made a wide-ranging
speech on tax administration. 1 cannot
take up all his ponts, though I have
made a note of them. The only thing
I would submit is, in~ regard to the
question of tax arrears, which was re-
ferred to by some other hon. members
also, we are very much conscious of
the fact that arrears should be cleared
quickly. We have in fact set some
target dates by which time we want’ to
clear the arrears.
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SHRI KANWAR LAL GUPTA:
What is that date ?

SHRI K. C. PANT : You will know
in due time. At the same time, we
have introduced a system under which
the smaller income groups, below Rs.
7,500, are treated leniently in the sense
that their returns are not scrutinjsed
in the same intensive manner as larger
income-groups and accepted at face
value, so that these arrears do not keep
piling up. Cons'dering the fact that the
total income-tax collections have in-
creased greatly in the last few years,
one has got to recognise the limitation
of making do with a limited number
of Income-tax Officers.

In this context I would only like to
*say that the arrears of Rs. 500 crores
has to be viewed against the annual col-
lections which are of the order of Rs.
640 crores. You cannot view this ques-
tion in the abstract. When you consi-
der that in one year the collection is
Rs. 640 crores, there are bound to be
a few cases which overlap into the next
year and there is carry-over. This ques-
tion of Rs. 500 crores arrears has to be
seen in that perspective.

SHRI S. M. BANERJEE : In Kanpur
income-tax arrears amounted to Rs.
4,98,00,000 in 1957. I know, non-pay-
ment of Government revenues is their
working capital. From Rs. 4,98,00,000
in 1957 it has been reduced to Rs.
3,98,00,000 in 1967.

SHRI K. C. PANT : Kanpur has the
most difficult people in this country.

Shri Joshi, in fact, confused this
question of arrears with evasion. He
said that there was Rs. 500 crores eva-
sion. I do not want to go into that.
He also referred to the fact that Gov-
ernment promised to reduce prices, It
is difficult to promise to do that. But
1 am glad to say in the last few weeks
there has besn a certain steadying of
prices, even a certain marginal reduc-
tion, and with the promise of the new
crop we arc certainly hopeful that the
situation will at least be stabilised if not
completely controlled.
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SHRI 5. M. BANERIJEE : Say some-
thng about Ram Rattan Gupta.

SHRI KANWAR LAL GUPTA :
Shri Kamaraj also,

SHRI K. C. PANT : Shri Sezhiyan
talked about recession and inflation.
Again, that is not really germane to
the discussion we are having today.
But, again, I hope, because both of
these are rooted in the failure on the
agricultural front, with the improve-
ment in the agricultural front this pro-
blem will also become more amiable to
treatment.

Shri Banerjee talked about tax eva-
sion. Other hon. Members also talked
about tax evasion. I certainly do not
want to go into this question which
comes up almost once a week in Parlia-
ment during Question Hour. It has
been gone into at great length and in
reply to questions statements have been
issued to all the hon, Members outlin-
ing the various measures—legislative,
administrative etc.—which have been
taken in the last few years. I certainly
do not want to take the time of the
House by recounting all those steps
once again, but as a proof of the pud-
ding I would only like to state the
figures for 1965-66. In 1965-66 the
number of cases in which penalty was
levied was 24,165 and the total amount
of penalty levied was Rs. 4,59,28,541.
Extra tax demanded on concealed in-
come was Rs. 7,60,51,804. Therefore,
I hope even those who are not fully
satisfied will concede that the depart-
ment is doing its bit.

SHRI SURENDRANATH DWIVE-
DY (Kendrapara) : How much was
realised out of it (Interruption) ?

SHRI K. C. PANT : That is not given
here, but if the hon. Member is interes-
ted we can give it. I hope one of them
will table a question and we will cer-
tainly look into that.

o vy fawd : oreaw wEww, WU
W & 5 aw wdt wEeg s wwAr
AT g FT |
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SHRI K. C. PANT : 1 will take only
two or three minutes more.

st wwTE® w@w X W ST
wgEn g f 5t wgrew aard fs s
¥ F A1 sy gR? ana sfe
FIEW T & A F F9E 9w gAAT 7
AR 9 Eg T & &1 SEEY -
T gt =fge

SHRI K. C. PANT : I am glad he is
giving so much attention to our Presi-
dent (Interruption).

Now, Shri Ram Rattan Gupta's case
was cited by my friend, Shri Banerjee.
I would like to remind h'm that this
Rs. 30 lakhs had been written off and
now this has been revived and it is at-
tempted to collect it. Therefore, instead
of charging us, he ought to have con-
gratulated us.

17.00 Hgs.

SHRI S M. BANERJEE : | thanked
Shri Morarji Desai for that 100 per
cent. Bug I thank you also 50 per cent.
May I know how much of it has been
collected so far ?

SHRI K. C. PANT : I would not like
him to be more generous. I will be
satisfied with his miserly 50 per cent,
because he has already paid 100 per
cent and I do not think he has any sur-
plus left.

But the fact remains that in this parti-
cular case we have re-opened the case.
Though these Rs. 30 lakhs had been
written off, we are trying to real'se it.
It is not a case in which Shri Banerjee
should have any complaint. Again, this
is a question which comes up every time
in Parlament and, certainly, we will
answer any question he has to ask

Shri Misra said about entertaimment
allowance, % per cent or Rs. 5,000,
whichever is more, that if you calculate
it on Rs_ 10 lakhs at ¥ per cent, it comes
to Rs, 5,000. So, why do you say more ?
The whole point is, if the profit 's below
Rs. 10 lakhs, then too Rs. 5,000 would
be permissible, That is the point,

Shri Kanwar Lal Gupta referred to
matter which the Presidng Officer
thought were not quite relevant. But,
unfortunately, he persisted in referrng
to them. In order to set the record
straight, since he has made certain re-
marks about the Congress President, 1
should only like to tell him that his ob-
jection to the Congress President not
filling a return after 1962-63 is really
not well founded. After all, the Con-
gress President was the Ch'ef Minister
of a State till a certain date and he had
a certain income. So, till then he had
paid tax on that income and he filed a,
return. After that he had no taxable
income at all. Now, I do not see how
you can compel anybody to file a return

ol waeeTE T . aEwE  wEIaw,
&% 1963-64 M1 fted & fad war wm,
TATdE A Aww ¥ Afer v gam,
afer o wawrE T fem o
IAFT I qAT9 § | AA P for B
& s Tendea faw 2, fra-m-T
FA T

SHRI K, C. PANT : How can one
compel somebody, who does not have a
taxable income, to file a return ? There
are millions of people in this country
who do not file a return because they do
not have any taxable income. '

St $ITE T F G I E
fFrrag

Will he make inquiries if the income
is there or not ?

SHRI K. C. PANT : He interpreted
the law in a certain way, saying that he
was exercising or carrying on a vocation
That is an interpretation which is not
accepted by the Law Ministry. I am

sorry. the Law Ministry does not agree
with him

SHRI KANWAR LAL GUPTA :
Sect'on 56 of the Act.

_ SHRI K. C. PANT : No inceme-tax
is payable by Shri Kamraj. I am sorry,
this is so. I am sorry I have to deny
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him the privilege of spreading sensation-
alism.
SHRI KANWAR LAL GUPTA:
Why did he not file a return? What

action was taken against b'm for that?
He could have filed a nil return.

SHRI K. C. PANT : I am not y.eld-
ing. I am very sorry that a member of
Shri Gupta's....

SHRI KANWAR LAL GUPTA:

Stature.

AN HON MEMBER : Not
standing.

stature;

SHRI K. C, PANT : The very fact
that T have to grope for words shows
that I am rather worked up now. He
made certain statements which are ab-
solutely false.

SHRI KANWAR LAL GUPTA:
Let us have an inquiry then.

SHRI K. C. PANT: An inquiry
about what? An inquiry why he made
baseless statements ?

SHRI KANWAR LAL GUPTA:
Appoint somebody to find out whether
the All India Congress Committee has
income which is taxable, Shri Kamraj
has income which is taxable. I chal-
lenge you,

5t 7y fed: sww wEREm,
AT a7 739 a7 37 A% AT AT @ |
ifar 4% qzmg fan v f5 o
F 9edl F1 qa7 ¥4 fgar 17 HO0
Ffei d I i g

SHRI K. C PANT : He talked of the
valuation of Anand Bhavan in Allaha-
bad. He gave the figure of Rs, 55,000
which s not correct. But it is a facl
that it was valued in the normal manner
at Rs,/36,000 by the Income-tax Depart-
ment,

v SHRI KANWAR LAL GUPTA :
I am prepared to get it for Rs. 36,000. -
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SHRI S, M. BANERJEE: Shri
Kamaraj should be kamarajed.

SHRI K, C. PANT : When this fact
came to the knowledge of Pandit Nehru
he sent for the papers. He said, “This
is absurd; this 1s worth more” and he
raised t to Rs. 1,75,000 with his own
pen.

I hope that in future my hon. friend
will be far more responsible and will go
into the facts before he makes charges
on the floor of this House. That is all
that I have to say in this regard.

Sir, I have done. I hope, 1 have dealt
with all the points that bave been ra'sed
I commend this Bill to the House.

MR. SPEAKER : The question s :

“That the Bill further to amend the
Wealth-tax Act, 1957, the Gift-tax
Act, 1958 and the Income-tax Act,
1961 and to amend the Finance
(No. 2) Act, 1967, be taken into
consideration.”

The motion was adepted.

MR. SPEAKER : We will take
the clause-by-clause consderation
MOorrow,

up
to-

17.06 Hrs.

MOTIONS RE. REPORTS OF PUB-
LIC ACCOUNTS COMMITTEE
oft 7 fomrg (9A7) A wearw
(1) “Fr fe ol 7= A @@
¥ yfawe ager 7 50 @
7 grafeaq 991 & fawg &
&% ar gfafa F 547
sfadzs (Ffadt  Sre-ar)
7 &Y ¢ famriomi av g
T A TE TG F A
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