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[Mr. Doputy-Speaker]
Enacting Formula
Amendment made:
Page 1, line 1,—

for  ‘Fourteenth'
‘Fifteenth’,

substitute

(Shri Manubhai Shah)

Mr,
is:

Deputy-Speaker: The question

“That the Enacting Formula, as
amended, stand part of the Bill.”

The motion was adopted.

The Enacting Formula, as amended
was added to the Bill.

The Title was added to the Bill.
Shri Manubhai Shah: I beg to move:

“That the Bill, as amended, be
pmed.ﬂ

Mr. Deputy-Speaker: The question
is:

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

The motion was adopted.

13:44 hrs,

TAXATION LAWS (CONTINUA-
TION AND VALIDATION OF

RECOVERY PROCEEDINGS)
BILL
The Minister of Finance (Shri T.
T. Krishnamachari): Mr. Deputy-

Speaker, Sir, I beg to move:

“That the Bill to provide for
the continuation and walidation
of proceedings in relation to Gov-
ernment dues and for matters
connected therewithf be taken
into consideration,

The object of this Bill is to ensure
due continuity and effectivencss of
proccedings initiated for  collection
and [recovery of tax demands out-
standing against assessees, without

1, 1964 Laws (Continuation
and Validation
of Recovery

Proceedings) Bill

13506

prejudice to the legitimate rights of
an assessee who genuinely disputes the
validity or/correctness of the quan-
tum of the demand created against.
hin, As explained in the Statement

of Objects and Reasons, the Bill has -

been necessitated by a recent judgment’
of the Supreme Court according to-
which, where a tax demand created
on the basis of an/as:essment order
is varied by an appellate or revision-
ary authority, the origina]l order
merges into the order of such autho-
rity, and all steps already taken for
the collection or recovery of the
demand with reference to the origi-
nal order become inoperative wunder
the law. On the principles enunciat-
ed in this judgment, it would become
necessary for the tax  authorities
in all cases wherever the demand
based on the original order has
been reduced on appeal or revision, to
take proceedings ab initio for the:
collection and regovery of .the por-
tion of the demand which has been
sustained by the issue of a {fresh

demand notice and allow time to the |

assessee afresh for payment of that
demand, even though the reduction
obtained by the assessee might be
insignificant and he might have ;had
ample timc of several months or
cven years for the payment of that
demand. Following this principle to
its logical conclusion, fresh demand
notices may have to be issued even
where the original assessment order
has been confirmed, because in that
case also/it may be argued that when
the appellate or revisionary order is
made, the original order of assess-
ment merges into it and all action for
collection or recovery taken on its
basis ceases to be cffective under the
law.

1 have mentioned previously in fthis
House during the discussion on the
Demands for Grants relating to the
Finance Ministry that it is necessary
for us fo/ strike a balance betwcen
the rights of the citizen and the
rights of the State in the matter of
taxation. The Income-tax Act con-

I
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‘tains adequate provision for safe-
.guarding the rights of the citizen.
Thus, under one of the provisions in
.section 220 oflﬂ.he Income-tax Act, 1961
(corresponding to section 45 of the
Indian Income-tax Act of 1922) it is
wpen to an,/assessee who does not
-accept the assessment made by the
.Income-tax Officer and goes on appeal
to the Appellate Assistant Commis-
sioner/ to make an application before
‘the income-tax officer for a stay of
the collection of the disputed amount
-of tax till {the disposal of his appeal.
The income-tax officer is bound to
vonsider the application on merits and
1o stay recovery in icases of bona fide
-dispute, The assessee can  also
approiach higher authorities in  the
matter. Furiher, wher¢ a demand
has been reduced on  appeal, the
income-tax officer is required to ask
the tax recovery officer to stay the
recovervy of the balance of ‘the tax
demand even though the Department
micht have gone in  appeal to the
hipher authorities against that appel-
lz2'¢ order.

An incomettax officer is empowered
1o impose a penalty on a defaulting
assessec if the undisputed tax is not
paid by him within the time allowed
in the notice of demand. Before
levying a penalty the income-tax
-officer is required to give him a|rea-
sonable opportunity of being heard.
This gives the assessee one more
opportunity for paying the tax before
the penalty is actually levied.. The
order imposing the penalty is also
.appcalable,

These provisions are necessary for
safeguarding the legitimate rights of
the assessce, However, on the other
side, we come across a considerable
nurmber of cases where assessees are
‘not willing to pay even the demand
created on provisional assessments,
which are based on the income
returned by assessecs themselves.
There are numerous cases Wwhere
assessecs who have parned large
income have been defaulting in
the payment of tax demanded on
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the basis of assessment orders which
have been upheld in appeal. When
pressed for payment, many have suc-
ceeded in obtaining temporary injunc-
tions from the courts, on wvarious
frivolous pleas, for the stay of the
action for recovery. The Department,
no doubt, succeeds in the majority of
such cases before the courts, but this
takes time, and dishonest assessees
have been found to utilise the
interval for realising or transferring
their property through benami trans-
actions or otherwise in order to evade
recovery. A very large amount of
arrcar tax demands is accounted for
by such assessees. And hon. Mem-
bers of this House have been constantly
pointing their finger at the large
amount of arrears that remain to be
recovercd. W  cannot, therefore,
afford to accept the proposition that
the entire amount of a a tax demand
created by the taxing authorities is
washed out the moment it has been
made the subject of an appellate or
revizionary order and a part of it is
reduced and that collection or reco-
very procecdings should be instituted
afresh for the demand which has been
upheld. If this position were accept-
ed, all that an assessee owing large
amount of taxes to the State would
need to do is to file an appeal against
his assessment. Then, all the pro-
ceedings already taken for the reco-
very of the tax would be completely
washed out, even though the bulk of
the tax demand has been sustained
on appeal, It ig apparant that if this
position is accepted, the collection of
taxes lawfully due to Government
would be delayed considerably and
might even be put in jeopardy in
many cases. The practice of the
Department all along since the
Income-tax Act came inlo operation
has been to serve a fresh notice of
demand on an assessee only where
the amount of the original demand
was enhanced by an appellate or revi-
cionary order. A fresh notice of

demand in such cases is issued only
in respect of the additional amount
of tax due from the assessee. Wherse
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there is a reduction in the demand,
the practice has been to intimate the
asscssee as well as the tax recovery
officer of the reduction in the
demand, without issuing a fresh
demand notice sp that the recovery
of the taxes finally due from the
assessee may be proceeded with with-
out any interruption. This does not
prejudice the assessee because under
the law he is required to pay the
demand whi h has been sustained on
appeal. The Bill sceks to make pro-
visions for the continuation and va'l-
dation of this procedure in regard to
the collection or recovery” of Gov-
ernment dues. Further, it seeks to
make a provision that where the order
reducing the tax demand  becomes
final and any penalty already imposed
upon an assessee for the default in
paymen! of that tax exceeds the
demand as reduced, the excess amount
of the panalty shall not be recovered
and chall be refunded to the asscssee
if it had zlready becn collected, This
will safeguard the intcrest of an
assessee who has not succeeded in his
appeal against the jmposition of the
penalty or has not filed an appeal
apainst it.

I have indicated broadly the object
underlying this Bill and also its main
provisions. There can be no dispute
regarding the need for taking mea-
sures to ensure that the recovery of
the Government dues is not unduly

delayed or thwarted. TherefoFe, I am

seeking the support of hon. Members
for this Bill.

It may be asked Why not accept
the Supreme Court’s decision?’. Sir,
1 have outlined the position. The
Supreme Court’s decision, as it now
stands, is wvitally concerned with a
matter of procedure. If the position
is not rectified, then, we do hot know
the number of assessments that will
be affected. It is not a question of
our going against a decision of the
Supreme Court in a matter of law
or in a matter of interpretation of
Jw, but mainly in regard to a
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matter of inlerpretation of proce=
dure in regard {o which if ade-

quate steps are not taken to put right
the procedure by re-enacting the law,
then Government would suffer. The
operative portion of this Bill is really
clause 3. Hon, Members who read
this particular clause will find that
the position has been stated very
clearly that there is nothing that is
being done here to take away any of
the legitimatle rights of the asseszees;
but only to help to make recovery
casy without imposing the additional
work on the Department  of jssuing
fresh demand notices in every case
where  such procedura! changes as
contemplated by the Supreme Court
come in.  Maybe, the totality of such
transactions might run to 8§-7 lakhs
every vear. The 1olal number of
asse=sces now, T am glad to =av, has
risen since last year and the latest
figure: T have got give us about 6
lakhg af assescces, So, it may eome 10
about 7-8 lakh= To issue these
demands afresh would meroly delay
the collection of taxes it would also
impose a burden on us perhaps neces-
sitating the  augmentation of the
staff at our disposal.

Mr. Deputy-Speaker: Motion moved:

“That the Bill to provide for
the continuation and wvalidation
of proceedings in relation to Gov-
ernment dues and matters con-
nected therewith, be taken into
consideration.”

Shri Heda (Nizamabad): Mr,
Deputy-Speaker, Sir, The ma‘n inten-
tion of this Bill has been explained
by the hon. Finance Minister and it
is to overcome/ possible objections
from the judiciary. It is time that we
ass7ssed the entire procedure of col-
lecting income tax and other tnxes.
In faclf the experience that the hon.
Finance Minister is having at his
hand is such that it would not be
wrong if T xugesxr"lhai the country
expects from him a radical change
and a simpler procedurec :o that the
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tax is not evaded and it i§ properly
collected. It is nof for me to tell him
that there a great number of persous
who cvade taxes. 1 am glad/that the
number of persons who are paying
taxes has increased tremendously.

He gave us the latest figure of 164
lakhs, This is}a big figure. At one
time it was only nine lakhs; about

7-8 years ago it was only five lakhs
The real ﬁguref’would be much larger
but we are not able to get them
Into the orbit. I would repeat one
suggestion which was made /at onc
time by Mr. N. V. Gadgil whose views
are respected and whose approach to
things was remarkable. He has said
that; even those who may not neecd
to Zay incometax should file returns.
If we make iv compulsory for a larger
number of personssto file returns, the
person's own conscience will prick
him and he will find that it will be
easier for the income-tax|department
to find out what his real income is.
whether it is more fhan that men-
tioned in his return. It is just possi-
ble' that he may show his real income.
It ic dificult for the income-tax
department o get at a new person
and find out his income and assess him
from that angle. Take, for instance,
a person who sells a small article like
pan. There are Jpcople who sell il at
5 nP. and people who sell at one
rupee. T know persons who drive
their cars five miles/to reach a
shop where they pay ohe rupee or a
quarter more and buy a pan and en-
joy it. I have known,’ a small shop in
Kalbadevi in Bombay' where a gentle-

man sells only buttermilk and Peda.
If vou look at the counter you will,

find coing and notes flying, them s
such a huge rush there. So, it is very
difficult to assess the income of simi-
larf persons because it varies from
person to person, situation to situation
and qualitv to quality. If the sug-
gestion of Mr. Gadgil were accepted,
we could create a category of people
gay that all thnse whose income is.
say, more than 2500 or something like
that. They would file their returns
and then it would b» easier for the
income-tax department to find whe-
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There is one other development.
There are a number of income-tax
officers who do not have a  proper
channel for their l:mnmc)tia-migr because
the number of persons who could be-
come Commissioners is so small that
most of themn have to retire as Assis-
tunt Comunissioners.) They retire early
from the service Jnd join the Jegal
profession of income-tax practitioners.
For a lay man like me, it is jalways
a surprise: how is it that even the class
of people who pay income-tax prefers
a tribunal to the judiciary, takingia
decision, Whenever there are disput:zs
between the assessee and the income-
tax officer and the disputes should go
to the highest in the income-tax de-
partment—-they may be independent
or may not be independent—even the
assessees  agree 1o their  decisions.
Rarely thev go 'to high courts. Hence
the reconl expression of opinion by
men in high positions in the judiciary
thut the svstem of tribunals should;be
given up, the matter should be pro-
cessed thoroughly and there  should
be provision that they may be brought
up to courts. [ think that is a wvery
healthy provision and if we adopt it,
it would be easicr for submission of
botter peturna.

14.00 hrs.

The earlier instance I gave indicates
that there is a good number of per-
sons, government officers, who were
in the income tax department, which
who have changed over to the income
tax profession. It shows that there
is something by which matters are
adjusted and thereby real tax, what-
ever it is, is not collected. Some bar-
gain, some compromise is arrived at
and that is why a number of authori-
ties. foreign/and Indian, who investi-
gated the tax structure here—even
Kaldor—have remarked that there is
far greater tax evasion—I am not talk-
ing| of tax avoidance—in India than
in any country similary placed, whe-
ther it is UK or US.A. The USA] is
is quite notorious for evasion of tax,
but I think we have beaten them in
this regard. Therefore, we have to-
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find out a proper method by which
we can catch them.

A recent development in my home
town surprised me, rather intrigued
me. There people are taking to culti-
‘vation of grape vines. It is a new
fashion to have bigger and bigger
farms of grapes. No doubt} it is a
good industry; if one worked wvery
hard and was careful, he could earn
about Rs. 1000, Rs. 2000 or even/
Rs, 5000 per acre. But I suspect some
of them are taking to it so that they
can bring their black moncy and show
here the gains in agriculture. Since
agriculture i1s not taxed, they can
easily say that by having a farm of
5 or 10 acres, they have earned about
Rs. 25,000 or Rs. | lakh and thus thov
can turn black money inio white. This
is & very easy way they have found
out. I suspectad this because a num-
ber of persons who ecame into  this
form cf agriculture was such as had
Lo experience or inclination towards
agriculture,  Some of them were, 1
belicve, from overseas who hud  only
hard cash and who had very gond
experience of tradine, mav be export'
import.  Apart from that, I do not
think they have had/any type of ex-
pericnce,

So we find that a number of devices
are used to evade income tax. There-
fore, it is time the!Finance Minister
applied his mind and came out with a
full svstem. Earlier I had paid him
a tribute for devising a system of/tax
structure in a unique way. I have no
doubt that in the course of five or ten
years, may be 25 yearsy the salient
features of this tax structure would
he adopted even by countries like TK
and US.A. Therefore, I do/hope that
while he holds his office, he hpplies his
mind {o it and comes forward with
another measure more comprehensive
by whichj he would make tax evasion
.an impossibility.

Dr. M. S. Aney: Foolproof,
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Shri Heda: One cannot have any-
thing foolproof, but as far as possivie
it should be perfect.
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So farjas this Bill is concerned, the
object is very limit ed. I think the ob-
juct is very good, It is to overcome
an ﬁmmediate difficulty of procedural
delays and avoid unnecessary expendi-
ture and time. Therefore, I give my
full support to it.

Shri A. N. Vidyalankar (Hoshiar-
pur): As my hon, friend preceding me
has said, the purpose of this Bill is

very limited, and generally we all
support it. Thcf'only thing 1 want to
say is that in the administration of

faxation laws, one principle should be
adopted. It shouid be adopted gener-
ally in the administration, but speci-
illy in this case one principle must
be adopted, that after all, the govern-
ment officials have to serv* the people
and they have to make it ‘more ennven-
icnt for the people to follow the law.
Here the purpose of the Bill-is that
no niw notice should be issued. So
far as the law is concerned, 1T want to
protecet  the  Government. Because
no | fresh notice is issued, therefore,
the whole recovery proceedings should
not be stopped and should not be
jeopardised. I agree with that. But :
so far as the administration is con-
cerned, I would say that most people
generaily do not know about the
procedure. That is the/case with even
educated people s=rmetimes. They
do not understand the complexity of
the law and,fcel the difficulty. [ know
many MPS find it difficult, they do
not know how to proceed, so far as
procedure is concerned. Therefore,
it is very necessary that irf the rules
it should be provided that the assessees
should be given some nolice or some
idea as to the total amount they ‘have
to pav. Here if the amount is reduced,
the Government has no obligation, Our
tendency is to arm officials with all
the Powers and then we try to reduce
the'obligations. Just as so far as the
law is concerned, I do not want to
create difficulty for Government in
the matter of recovery of the amount
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‘by placing more obligations on Gov-
ernment if the notice is not issued—
-otherwise it becomes absolutely impos-
sible to effect recovery—in the same
way in the mater of prpcpedure and
rules, you may 'provide}in the rules
that notice shoﬂld be issued and the
assessee should know what is  the
amount he has to pay. He should|be
reminded in some form or other
about it. In these matters, the admi-
nistration should take up a helpful
attitude. I know that jn many cases
dues are not paid not because the
assessees do not want to pay but be-
cause they do not know how jto pay
it. '

In my own case, I can say that last
year I sent my returns. Till now I
have not/ received any  assessment
notice. I sent letter after letter.
Still I have had no reply from the JTO.
It I c:m;J experience this difficulty,
there will be many others who will
experience the same difficulty. Then
sometimes notices come all at once
for one,/two or three years. The poor
people ‘and middle class people can-
nol pay all at once as demanded in
this manner.

Therefore, they /should put their
own house in order, That is very
necesary. There is a lot of confusion
in the recovery department. There-
fore, while, supporting the Bill, I
would request the Finance Minister
to make rules in such a manner that
assessees are given all kinds of /help
so that those who really want to pay
are enabled to pay.
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afed | 3 A & § 1 T w
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7 § gan) g7 73 93 fay v
A wwm X 1 wTIR) AT TG §
fs fem fow qeg #r sfwafaaad
xAT E
555(Ai) LSD—5.
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Shri T. T. Krishnamachari: Hon.
Member Shri Heda who spake did not
speak on the subject of the Bill. He
spoke about certain difficulties felt by
assessees, and also on the need for
ensuring proper collection by issuing
notices to people even though they
do not normally fall within the cate-
gory which has to be taxed. I am
grateful to him for his suggestion.

My hon. friend Shri Vidyalankar 1
do not think quite caught the import
of the second part of clause 3 of this
measure. This measure only says that
where on appeal the decisicn is in
favour of a reduction of the amount
due, no fresh notice need be issued. If
there is enhancement, sub-clause (1)
(a) of clause 3 provides for it, and
fresh notice has to be issued. As it
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is, even if there is a reduction or any
variation in the terms of the assess-
ment to the benefit of the assessee,
this sort of thing has to happen. That
is why, as I have mentioned, once an
appeal is filed, even a frivolous ap-
peal, that means the whole thing is
stopped. It is not loaded against the
assessee at all. Where the decision
has gone against him and the amount
is enhanced, then, of course, a fresh
notice is given.

We have also made provision lo say
that notice should be given in regard
to the difference of the amount due.
Essentially it is a procedural matter.
It is not a matter in which you put
the assessee in any position of jeo=
pardy. Nor is a law being enacted
which is against him. The procedures
are changed because there are pro-
cedural issues,

The Supreme Court's decision has
unfortunately gone in favour of an
assessee who has shown continuous
intransigence. To this gentleman,
Seghu Buchiah Setty, the income-tax
officer gave nolice under section 22(2)
of the old Act on 5th March, 1954.
The return was due on 9th April. For
nearly one vear the assessee did not
file a return. The income-tax officer
issued a notice under section 22(4)
calling for books on 18th March, 1955.
The assessee did not turn up. An ex-
parte assessment was made on 23rd
March of that wear. The demand
notice was served on the assessee im-
mediately thereafter. The assessee
did not file any application under sec-
tion 45 asking for permission to with-
hold payment till the Appellant Assis-
tant Commissioner disposed of the
appeal. He merely ignored the in-
come-tax officer’s notice of demand.
The income-tax officer waited for six
months and issued a reecnvery certi-
ficate only in September, 1955.

1t is a case of this nature in which
a procedural defect has been noted,
and the decision in favour of the as-
sessee in this matter opens the flood-
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gates in regard to collections, and
puts an enormous amount of labour
and difficulty and duplicatlion of pro-
cedures on the department. From the
subject matter of this particular deci-
sion, one can say on merits that he is
B recalcitrant person.

So, we are only dealing, as I said,
with procedures, rather than the law,
and I hope my explanation is satisfac-
tory to the hon. Member from Punjab.

I have nothing much more to say
In regard to this Bill.
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Mr. Deputy-Speaker: The question
Is:

“That the Bill to provide for
the continuation and wvalidation of
proceedings in relation to Gov-
ernment dues and matters con-
nected therewith, be taken  into
consideration.”

The motion was adopted,

Mr. Deputy-Speaker: There are no
amendments to the Bill.
The question is:
“Clauses 2 to 7 stand part of
the Bill.”
The motion was adopted.
Clauses 2 to T were added to the Bill.

Mr. Deputy-Speaker: The question
is:

“Clause 1, the Enacting Formula
and the Title stand part of the
Bill”

The motion was adopted.
Clause 1, the Enacting Formula and
the Title were added to the Bill.

East Punjab 13920
Ayurvedic and Unani
Practitioners’ (Delhi

Amendment) Bill

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

"That the Bill be passed.”

Mr. Deputy-Speaker: The gquestion
is:
“That the Bill be passed.”
The motion was gdopted.

EAST PUNJAB AYURVEDIC AND
UNANI PRACTITIONERS’ (DELHI
AMENDMENT) BILL.

‘The Deputy Minister in the Minis-
try of Health (Dr. D. S. Raju): I beg

to move:*

“That the Bill further to amend
the East Punjab Ayurvedic and
Unani Practitioners' Act, 1949, as
in force in the Union territory of
Delhi, be taken into considera-
tion.”

The East Punjab Ayurvedic and
Unani Practitioners’ Act of 1949 as
extended to Delhi provides for  the
constitution of a statutory body called
the Board of Ayurvediec and Unani
Systems of Medicine, Delhi, for pur-
poses of carrying out the provisions
of this Act, which includes, inter alia,
regisiration of practitioners of Ayur-
vedic and Unani systems of medicine
and the conduct of examinations in
thes® systems. For these purposes
the Board is empowered to make re-
gulations under section 30(1) of the
Act, which includes conduct of exa-
minations. So, this Board has got a
dual function of econducting examina-
tions in Ayurveda and Unani as well
as registering these qualified practi-
tioners. These functions have been
in cxistence for some years now since
the Act came into force, but experi-
ence has shown that there is  some
difficulty in working out these pro-
grammes, and we found that this
arrangement was not very satisfactory.
Subsequently some developments

*Moved with the recommendations

of the President.



