3269  Unit

[Shri Yashpal Singh]
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Mr. Deputy-Speaker: The amend-

stand part of the Bill”,

Shri T. T, Krishnamachari: I have
already stated that the pattern of the
Reserve Bank of India Act and the
State Bank of India Act docs not
contemplate a measure like this. In
both cases, the capital has been sub-
scribed for by Government. But in
this particular institution, the capital
is not subscribed by Government at
all. But, as I said. Parliament can
always call for information and can
get it.

Mr, Deputy-Speaker: Is the hon.
Member pressing his amendment?
Shri Yashpa)] Singh: Yes.

Mr. Deputy-Speaker: I shall now
put the amendment to vole.

Amendment No. T was put and nega-
tived.

Mr, Deputy-Speaker: I shall now
put clauses 42 to 44, the First Schedule
and the Second Schedule together to
vote.
these clauses and schedules,

The question is:

“That clauses 42 to 44, the First
Schedule and the Second Schedule
stand part of the Bill".

The motion was adopted.
Clauses 42 to 44, the First Schedule

and the Second Schedule were added
to the Bill.

Clause 1, the Enacting Formula and
the Title were added to the Bill.

Shri T, T. Krishnamachari: I beg
to move:

“That the Bill, as amended, be
passed”.
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Mr. Deputy-Speaker: The gquestion
is:
“That the Bill, as amended, be
passed”,

The motion was adopted.

14.51 hrs.

CENTRAL BOARDS OF REVENUE
BILL

The Minister of Finance (Skri T.
T. Krishnamachari): 1 beg to move:*

“That the Bill to provide for
the constitution of separate Boards
of Revenue for Direct Taxes and
for Excise and Customs and to
amend certain enactmenis for the
purpose of conferring powers and
imposing duties on the said Boards,
be taken into consideration™.

We often say to the House that a
measure which we have brought
before it is innocuous. Sometimes it
is not wholly true. But in this case,
it is a completely innocuous Bill. At
present, there is one Central Board of
Revenue dealing with direct taxes and
indirect taxes, that is, income-tax,
customs and excise. The Bill seeks to
divide the Board into two and confer
the powers that have been conferred
on the single Board on two Boards.

Clause 3 of the Bill proposes to set
up separate Boards as I said just now.
Clause 4 empowerg the Central Gov-
ernment to make rules for regulating
the transaction of business by each
Board. As is usual, the rules made
under this clause shall be laid before
each House of Parliament. Clauses 5
and 6 are really consequential amend-
ments in certain enactments where the
words used are ‘Central Board of
Revenue constituted under the Central
Board of Revenue Act’. Clause 6 pro-
vides for the transfer of certain pro-
ceedings pending at the time of the en-
forcement of the Act before the Central

*Moved with the recommendationof the President.
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Board of Revenue to either of the two
proposed Boards which may be con-
cerned therewith. If there are any
legal pruceedings to which the Central
Board of Revenue is at present a
party, the clause further provides that
the Central Board of Direct Taxes or
the Central Board of Excise and Cus-
toms, as the case may be, shall be
substituted as a party in such pending
proceedings.

This is nol an arbitrary decision
that has been taken to divide the
existing Board into iwo Boards, even
though the very fact of division of an
administraiive Board is not of a seri-
ous consequence. Hon. Members will
reasise that the income of the Central
Government which the Central Board
of Revenue tackled, the total tax reve-

nuc in 1930-31, was about Rs. 72
crores. It increased to about Rs. 404
crores in 1950-51 and to Rs. 1,001

crores in 1961-62 and now will appro-
ximate somewhere about Rs. 1,460
crores. The division would practically
be roughly one-third for the direct
taxes and t{wo-thirds for indirect taxes.
This itself revea's the magnitude of
the task the Board has to undertake.
The staff it has under its control is
now about 57,000, But I am arnied by
the recommendations of two bodics
that had been constituted, one to go
into the direct taxes administration,
presided over by my esteemed friend,
Shri Tyagi, and the other to go into
the indirect taxes administration pre-
sided over by a former Auditor-
General. The Tyagi Committee did
take up for consideration whether the
CBR could effectively administer this
tax structure as it then was, and it
recommended in 1959 that the Board
should be split up, but that in the
meantime the Board might operate as
two wings under a common Chairman.
The Indirect Taxes Inquiry Committee
which came three years later had
found that the continuation of the
Board as a single entity even with
two wings was of no use and there
should be two Boards,

At the present moment—in the last
three months—the Board has been
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functioning as two wings, but merely
because of staiutory requirements, we
have a common Chairman who has got
nothing to do with either of the two
sections. The anomaly cannot conti-
nue long and that is why I am troubl-
ing the House to pass this Bill which
will enable us to set right an admi-
nistrative anomaly.

One fact I would mention. The
Boards are supposed to have not more
than five members. At the present
moment, one hag 3 and the other 2.
Maybe they will have to have more
members, Maybe we might provide
some kind of co-ordination between
the two Boards by making the Chair-
man of one Board an ex-fficio Mem-
ber of the other. These are adminis-
trative matters. Until such time as
we have all the five members on each
Board, we do not think it is necessary
for us to come before Parliament to
raise the number of members of the
Boards.

The expenditure that would be in-
curred under this head is infinitesimal
in comparison with the magnitude of
the tasks that the Boards have to
undertake. I therefore hope that the
House would approve of the measure.
I move.

14.57 hrs,
[Mr. SpEAKER in the Chair]
Mr, Speaker: Motion moved:

“That the Bill to provide for the
constitution of separate Boards of
Revenue for Direct Taxes and for
Excise and Customs and to amend
certain enactments for the purpose
of conferring powers and impos-
ing duties on the said Boards, be
taken into consideration”.

Shri Vasudevan Nair (Ambala-
puzha): The hon. Minister ¢laims that
he wants to strengthen the tax admi-
nistration machinery in our country.
In the normal course, nobody should
disagree with that desire. I have no
nhjection, if he really can assure us
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[Shri Vasudevan Nair)

that steps like this will streamline the
tax administration machinery, the
taxes will be really collected, they
will be properly assessed, arrears will
be mopped up and tax avoidance and
lax evasion prevented,

The Minister himself has referred
to certain inguiries madc into the
whole matter. He referred particular-
ly to the Direct Taxes Administration
‘Committee presided over by our
. esteemeqd friend, Shri Tyagi. In the
Bill itself, it is mentioned that they
arc accepting the recommendation of
that particular Committee for the
bifurcation of the Central Board of
Revenue which is administering the
whole tax machinery at present. Bu!
I think this is only one of the severa'
propora’s and suggestions made by
that Committee and perhaps by some
other committees which went into
this matter. If the Government are
prepared to accept all the substantial
recommendations—they have accept-
ed many of them—they should also
really implement them with all earn-
estness. Then perhaps they will be
able to clear up the arrears. and pre-
vent tax avoidance and tax evasion.

15 hrs.

We all know that this administration
has not succeeded. 1 would go to the
exient of saying that they have failed
in preventing tax evasion, tax avoid-
ance, in mopping up tax arrears. Every
year we are told by the Finance Min-
is‘er in his Budget speech that a large
amount remains as arrears. The
Tyagi Committee which went into this
problem in some detail have given us
the figures for the period 1954-55 to
1958-59. Every year the income-tax
arrears were to the tune of Rs. 200 to
Rs. 300 crores. In 1954-55 it was
Re. 205 crores; in 1958-59 it was Ra. 271
crores.

Of course, Government may argue
that this ig not effective arrears, that
a part of it has to be written off, that
a part accrues from the records per-
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laiung to the period of the war. Even
s0, the effeclive arrear is a staggering
figure, being somewhere between
Rs. 150 and Rs. 200 crores. ] would
like to know what the Central Board
of Revenue was doing all these years,
what effective steps they were taking
to really mop up these arrears. What
is the meaning of telling Parliament
every year that Rs. 150 to Rs. 300
crores in income-tax alone remains as
arrears, and then calling upon the
people to give more by way of taxes?
It is common knowledge that our peo-
ple today have reached the saturation
point. Especially in the case of in-
direct taxation, you have put so much
strain on them, you are fleecing them
like anything, while hundreds of crores
of rupees are left as asrears.

Mr. Speaker: The hon. Member
might accuse the Government, not me,

Shri Vasudevan Nair: I am sorry.
Through you, I am accusing the Gov-
ernment.

So, this is a very serious problem,
for the sclution of which Government
has to take energetic, effective steps.
I have no illusions that by mercly
bifurcating the present Central Board
of Revenuge they can achieve it

They are incurring new expendi-
ture, When a new department s
created, the expenditure always goes
up. The annual recurring expendi-
ture will be Rs 2 lakhs and perhaps,
as the Minister has said, we may not
grudge it if the creation of a separate
Boarq for Direct Taxes really helps
in achieving the objectives that are
before us. But I am not optimistic in
that. We have to be convinced by
practical expericnce in the coming
vears that all the taxes are really
assessed and collected, that people are
not allowed to get away from taxes.

Wpe always hear in this country a
hue and cry especially from the vest-
eq interest; that the incidence of
direct taxation is the greatest here;
but then what is the secret of the
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accumulation of wealth, unprecedent-
ed accumulation of wealth, in the
hands of a few in this country? For
the last so many years, Government
hag been telling us that they are en-
quiring into it. The Mahalanobis
Committee is there.

Shri Bade (Khargene): But it is
not coming out with its findings,

Shri Vasudevan Nair: But it 1s a
fact that in spite of this tall talk
about the high incidence of direet
taxation, people are accumulating
wealth like anything. There is con-
centration of wealth in a few hands.
How can it happen unless there is
large-scale tax evasion in this coun-
try, unless there is a kind liberal atti-
tude towards such pcople?

I do not think the Tyagi Committee
was composed of any revolutionaries;
they were liberal minded, moderates.

Mr, Speaker: Iz he sure that Shri
Tyagi is not a revolutionary?

Shri Vasudevan Nair: I think he
was a revolutionary at one time. I
would like him to be a revolutionary
again, but I think perhaps he ig sitt-
ing in an improper place to be a re-
volutionary, That is his difficulty.

Shri Tyagi (Dehra Dun): He wants
me to be near him.

Mr. Speaker: He does not know
the difficulties that I experience even
when he is sitting there!

Shri Vasudevan Nair: This com-
mittee drew pointed attention to the
fact that ipn the case of people who
kept taxeg as arrears, proper action
had not been taken. They say:

“In pur opinion, the provisions
of section 41 are not being put to
sufficient use. This conclusion
gains further strength when the
arrears appearing under Item 9
are also taken into consideration.

1642 (Ai) LSD--6.
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They show that even though tax
hag become due, no action for
recovery had been taken by the
department,......

—the department about the Min-
ister was just now speaking—

“....for effecting collection,
and the assessees appear to have
been granted free respite in the
matter.”

(Interruption).

Mr, Speaker: If the hon. Member
hag to take any exception, he can
stand up and state what he wants.

Shri Bade: My point was that
another Parliament is going on there.

Mr, Speaker: That consultation be-
comes necessary.

Shri Vasudevan Nair: Similarly,
in the case of tax-evaders and anti-
social elements who do not co-operate
with society and Government, the
committee says that the business com-
munity, as far as moneyg that accrue
to them are concerned, are very par-
ticular to get them, but in discharging
the responsibilities to the public ex-
chequer they are lagging. Against
such people Government and thie
department have failed to take strin-
gent action. They have not even made
use of the provisions already existing
in the various Acts of Parliament.

About tax-evaders, the Tyagi Com-
mitte has said:

“We feel that unless it is
brought home to the potential
tax-evader that attempts at con-
cealment will not only not pay,
but also actually land him in jail,
there can be no effective check
against evasion.”

Ang the Committee pertinently
pointeq out that in spite of large-scale
tax evasion taking place in this coun-
try during the last ten years, there
was no case of a person belng con-
victed and put in jail.
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Shri Tyagi: I do not think there
has been any even after this report.

Shri Vasudevan Nair: The thing
remains where it was.

So, the Minister has a duty to tell
the House and the country what prac-
tical, concrete steps were taken by the
tax administration machinery after
this report, to check these anti-social
elements, to mop up the large-scale
arrears,

They have asked Parliament to

give them more facilities, more
offices, more officers, more money
to spend on them, We would

not grudge granting such facilities and
financial assistance. I am sorry that
the Minister failed to give us the ple-
ture of the work that the Central
Board of Revenue has done till now.
‘The amount invelved is only Rs, 200
thousands or so, which may not be a
big amount taking the whole thing
into account; all the same we want
to be satisfied about the function-
ing of this administration. There
is a lot of collusion between
tax-evaders and perhaps a scction of
the tax administration machinery. 1
do not want to give details but I know
instances where uncorruptible junior
officers wanted to do their duty but
the big sharks and influential people
immediately got them transferred from
place to place, from Delhi to Madras
angd then the next month from Madras
40 Bombay. How cap they discharge
their responsibilities? There are very
powerful elements who can get away
with al] the wrong that they do.
While replying to the debate on the
other Bill, the hon. Minister blamed
us for not supporting certain things
which are progressing according tc
him ang he asked why the communists
are going with the Swatantra and all
that. Our difficulty with the hon.
Minister, his party and Government is
that they say from house tops that
they are doing very big things and
have big ideals, have socialism as
their goal, but we see practically no
relation between their word and deed.
When it comes to deeds, they fail;
they do the very opposite of what
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they declare. They have gone ahead
with a certain amount of direct taxa-
tion but they have miserably failed on
the question of implementation; on
many occasions they have colluded
and helped those who want to evade
the lawg passed by Parliament. Unless
Government streamlines the machi-
nery ang brings home to administra-
tions that they should not budge an
inch in carrying out their duties who-
ever it be that they should do their
duty with sincerity ang earnestness
even in respect of influential magnat-
es and big shots, there ig no use of
expanding the machinery which al-
ready exists. You can have 20 boards
instead of two but the objective can-
not be achieved. Government should
create an effective and thorough-
going tax administration machinery.

=Y wiwT A AT (FT)
ooy gErRm, & 2w faw &t and @
T A AfFT T A A T oavn
IfEmanra afzAw i am
%o F1 @S 31 frmr wm | w3
miFaTHz ® 3 AvE A7 ge gan fr
TR &M G 41 A7 fFAr O A
TATH 99 AT AT AT i OAANE
T TS0 FAT & 0 fAE A § A
T RTIT Ko TATH IF T TIIZAT X
TH A7F AT A T FFA AL B Az
¥ F74 1 fr 77 fam mar mar 2

e 7w g faq T #7 ay E A
F11 20 i o JrT afeT 2 A At
A7 A1E Lo qEe M | AfE ¥ g
e g f& za 3 @ A & A de
THA TF EN AN | AF G A awd
AT T AN G149 fF TEET agr & o
S F9 3 AT, Al °g AF A A |
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TH Al @7 X § IV qF ZAT | gAfe
T & g A ZATH w131 sqAT daw
FagTgm g, A F aga Am & =
ar §, 39 age fnT o | gET
e FAAT 07 g9 W T A E 9w
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Shri T. T. Krishnamachari: Sir, I
woulq like to say that my task has
been made comparatively easy, The
hon. Member belonging to the Com-
munist party who has spoken, wanted
to know the effective arrears. The
effectivp arrears as on 30th September,
1963, is Rs. 170-4 crores, It is really
jess than half the demand that could
be collected. He also dealt with the
problem of arrears: the guestion of
inability to punish, tightening of the
laws ang so on. That could not be
done pow. I could not bring a law for
tightening up the collections, for mak-
ing people pay and punish them ina
manner that will be salutary in this
measure, It is, ag I said, just an ad-
ministrative measure which makes it
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possible for us to divide these two
different actions of the Centra]l Board
of Revenue, one having nothing much
to do with the other. It may be that
the hon. Member will have an oppor-
tunity later on to speak about these
measures when we bring the budget
before the House, If then the Gov-
ernment fails to dp something in
order to collect the money due from
the people who evade, then I suppose
it will be the proper time for him to
make a charge and for me to explain
or give the assurance about whatever
may be necessary at that time.

The other hon. Member who spoke
mentioneq about the notices being
given about the collections at incon-
venient time. I think he hag very
largely in mind the operation of the
sales-tax by the State administrations.
I do mnot know if the income-tax
authorities exhibit such an alacrity as
to collect money at a very difficult
time, I could not make out what he
wag driving at. 1 do not think there
is anything much for me to say beyond
what I have said by way of my preli-
minary remarks.

Mr. Speaker: The hon. Member's
complaint was that, whereas on the
one side there are ‘'many cases of tax
evasion and s0 much amount is in
arrears, on the other side, there are
cases about income-tax and sales-tax
where unduly the people are harassed
and who are not liable to tax and
even then notices are issued to them.
He says he is a contractor himself
and personally he got @ notice to pay
income-tax about some works that he
had done in Punjab or some other
State while he had not taken up any
such work.

Shri Krishnapal Singh (Jalesar):
There are a lot of such cases (Inter-
ruption).

Shri T. T. Krishnamachari: The
point is this. Sometimes there are
abuses, but without power we are not
able to collect. It js difficult to strike
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the golden mean. If the hon. Mem-
ber will let me know the instances
where such a thing has been done, it
could be seen to. I heard stories also
where probably sometimes an assess-
ment is kept in arrears for three
years.

=1 Y BTC T AT 2 F AT AT

utas FERA : G4 q99 &
fazz: & o TaFr 57 ZifFmar

Shri T. T. Krishnamachari: Some-
times, the tax for all the three years
ig assessed together angd they are ask-
ed to pay in 3 week. I am deeply
eonscinus of a]] the shortcomings of
the administration, and it shall be our
endeavour to improve things, and
basically we start improving right
from the top, and sometimes later I
think it could come down below. I do
not also know what is the case men-
tioned by the hon. Member from the
Communist party. If he could tell us
the case, where one officer has been
transferred within the course of a few
months—'n Bombay, Cualeutta or Mad-
ras—the matter could be looked into.
It may be that in one or two cases it
has happened. Maybe the reasons are
different. The officer who is transfer-
red may rationalise it by saying that
he has incurred the displeasure of
some assessee who has got powerful
friends in Delhi! If instances are
given to us we could examine them.

Shri Bade: There is one difficulty.

Mr. Speaker: There js no time
now.
Shri Bade: The difficulty is about

clause 3 at page 2, which says that
the new Boards “will exercize such
powers and perform such duties as
may be entrusted to the Board by the
Centra] Government or by or under
any law. Are you pgoing to prescribe
the duties after passing this Bill?
Why not you prescribe them here
when bifurcating the duties? That is
my difficulty, because either they will
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have to bring another law—"under
any law"” means they will have to
prescribe the rules—or the rules will
be placed before Parliament. The
question is whether they are going to
prescribe the rules for the duties of
these two Boards or whether it will
be only Government's concern.

Shri T. T. Krishnamachari: The
Boards have no statutory powers but
they are administrative bodies. The
powers are delegated to them from
time to time which do not take away
the power of the person delegated,
namely, the Secretary of the Depart-
ment. That is what is sought to be
conveyed in the clause that my hon.
friend refers to.

Mr. Speaker: The question is:

“That the Bill to provide for the
constitution of separate Boards of
Revenue for Direet Taxes and for
Excise and Customs and to amend
certain emactments for the pur-
pose of conferring powers and
imposing dutiegs on the said
Boards, be taken into consi-
deration.”

The motion was adopted.

Mr. Speaker: We now take up the
clause-by-clause consideration of the
Bill. There are no amendments. The
question is:

“That clauses 2 to 8 stand part
of the Bill.”

The motion was adopted.

Clauses 2 to 8 were added to the
Bill.

Clause 1, the Enacting Formula and
the Title were also added to the Bill.

Shri T. T. Krishnamachari: T beg to
move:

“That the Bill be passed.”
Mr. Speaker: The question is:

“That the Bill be passed.”

The motion was adopted,



