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to S.Q. No. 182 re:

Transport Cooperatives

4, Quanrity reserved for Co- No  such re-
operative Societies ou' of servation is
the quan'i'y obe ex- made. Quan-
por:ed during 1965. tities of raw

sugar supplied
by Coopera-
tives for export
during 1963
and 1964 were
as under :—

Year Total Quantity Quantity  of

of raw sugar - raw Sugar sup-
procured for plied bv Coope-
expor' (Lakh rative fac'ories
Tonnes). out of quan-
tities shown in
column (1)
(Lakh Tonnes)
JER ) B ) R
1963 252 077
1964 2:24 098
12.27 hrs,
COMMITTEE ON GOVERNMENT
ASSURANCES

MmuTtes oF EiGHTH SITTING

Shri Siddananjappa (Hassan): !
beg to lay on the Table the Minutes
of the Eighth Sitting of the Commit-
fee on Government Assurances held
during the current session,

12.27} hrs.

CORRECTION OF ANSWER TO 5.Q.
NO. 182 re: TRANSPORT CO-OPE-
RATIVES

The Minister of Transport (Shri Raj
Bahadur): In a supplementary gques-
tion arising out of the reply given to
the Starred Question mentioned above,
Shri Buta Singh wanted to know whe-
ther Government proposed to set up
separate financial Corporations to as-
sist the transport cooperatives, I had
stated in reply that one of the recom-
mendations” of the Study Group on
Transport Cooperatives was that the
State Governments should set up such
Corporations, and funds could be with-
drawn from the State Governments
or the State Bank of India. The actual
recommendation of the Group regard-
ing this is that the financing agencies
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for transport cooperatives would nor-
mally be the State and District Co-
operative Banks and State Financial
Corporations which should, in their
turn, be able to secure the necessary
funds from the State Governments or
the State Bank of India, on State Gov-
ernment guarantee

12.28 hrs.

DIRECT TAXES (AMENDMENT)
BILL—contd,

Mr. Speaker: The House will now
take up further consideration of the
following motion moved by Shri T. T.
Krishnamachari on the 24th Septem-
ber, 1964, namely: —

“That the Bill further to amend
certain laws relating to direct
taxes, be taken into consideration.”

Shri S. M. Banerjee might now con-
tinue his speech.

An Hon. Member: How much time
has been allotted for this Bill?

Mr. Speaker: The time fixed is 4
hours.

Shri S. M. Banerjee (Kanpur): I
feel that certain provisions of this Bill
are welcome provisions, but before I
proceed tn make my observations on
the various clauses of the Bill. I must
say that the income-tax arrears or the
arreas of gift tax, wealth tax etc. have
not been rqduced.

When we are discussing this Bill
and considering the measures by which
relief could be given tg the assessee
50 that he may pay the arrears, what
is the picture that we have before us
regarding the arrears of these taxes?
The gross arrears of income-tax as on
31st March, 1964 amounted to Rs. 290
crores, and the effective arrears of in-
come-tax on the same day amounted
to Rs. 170:8 crores. The Finance Mi-
nister, according to the Hindustan
Times dated the Tth April, 1064, is
reported to have said at a meeting of
the parliamentary consultative ecom-
mittee that the total gross arrears of
income-tax amounted to Rs. 292:16
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crores, out which an amount of Rs. 123
crores had constituted arrears for three
years and more. The flgures are
Rs. 30 crores for two years, Rs 48
crores for a year and Rs. 57 crores
current arrears, 1963-684. Thus
the total effective arrears amoun-
ted to Rs. 193 crores, Rs. 71 crores
outstanding for three years and more.
Rs. 22 crores for two years, Rs. 42
crores for a year and Rs. 57 crores
current arrears, Arrears of wealth tax
are estimated at Rs. 6:66 crores, estate
duty Rs. 4.36 crores, gift tax Rs. 81.5
lakhs and expenditure tax Rs. 43'6
lakhs,

These are figures according to offi-
cial sources. I feel that no effective
steps have been taken to recover ar-
rearg of income-tax. I know that in
1957, when I was first elected to this
House, 1 raised a question about the
the arrears of such taxes in the city
of Kanpur only. The fijgures were
revealing when I came to know that
in Kanpur alone the arrears of income-
tax, gift tax and wealth tax were to
the tune of Rs, 4:98 crores.

An Hon. Member: What is Shri Ram
Ratan Gupta's ghare jn it?

Shri S. M. Banerjee: 1 do not know.
Shri Ram Ratan Gupta is one of those
who have been exposed, But there are
other Guptas and Singhanias in Kan-
pur. After raising the question in this
House &and getting an assurance
from the Finance Ministry, this
amount wag reduced to Rs. 3*25 cro-
res. Even today I know that in Kan-
pur alone this amount is nearly Rs. 3
crores,

As regards other commercial taxes
also, the question wag raised in the
State Assembly about saleg tax. The
arrears in Kanpur alone were of the
order of Rs, 64 lakhs, We are not dis-
cussing sales tax now; we are discus-
sing direct taxes. I would like to
know from the hon. Minister what
effective steps are being taken to rea-
lise these grrears,
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While speaking on the Finance Bill
on 21st April 1964, Shri T. T. Krish-
namachari observed:

‘“Evasion is very wide. That 1is
conceded, In fact, in the last
six months that I have been in
charge of this Ministry, I have
found that our estimates of eva-
sion have been somewhat of an
under-estimate. Evasion is much
greater. In what we call the
sample tests that we are making
in particular streets, we find the
number of people who have evad-
ed are not small people but some-
times big people also”.

The hon. Minister says ‘sometimes’,
but I know it is all times that the
big people evade. The policy of the
income-tax department—I have nbth-
ing against any particular officer: |
do not’impute any motive; I have
the greatest regard for the chairman
of the Board who is a person of un-
questionable integrity—the policy of
the income-tax department is: be
kind and polite to the big people and

harsh to those who belong to the
lower category. When income-tax
arrears are due from gn ordinary

shopkeeper, he is prosecuted, perse-
cuted and humiliated. But what hap-
pens in the case of those big people
who are responsible for the total in-

come-tax arrears, non-effective
arrears of Rs. 202 crores? Cases are
pending in courts of law. While

announcing his tax proposals in the
budget for this year, the hon. Min-
ister gald:

“As the House is aware there
is a general feeling that the
Government is losing a fair share
of revenue due to evasion and
avoldance. This has been attri-
buted in the past to the prevailing
high rates of taxes. But with
the reduction in the tax rates
now proposed, I hope we shall
hear less of this. The proposed
slight reduction of tax has been
mainlv in respect of incomes over
Rs. 15,000".



4325 Direct-Taxes
Now, what wag the
know my hon, friend,
who is not present....

reduction?
Shri Morarka

An Hon. Member: He is present.

Shri Bade (Khargone): Is Shrj
Tyagi the would-be Finance Minis-
ter?

Mr. Speaker: He headed the Com-
mittee on direct taxes administration.

Shri §. M, Banerjee: A feeling was
given to the country that the hon.
Finance Minister by his tax proposals
had spread the low income group peo-
ple. But what are the facts? People
who are within the Income group ot
Rs. 5,000 pay less—I agree. What are
the items? Tax Rs. 92, CDS Rs. 14Y,
total Rs. 241. Under this, they would
pay only Rs. 84 as fax. So there is
a reduction of Rs, 8. But what hap-
pened further on? A person getting
Rs. 10.000 per year who was paying
Rs. 680 as tax and Rs. 250 CDS, that
is in all Rs. 930, now pays Rs. TOY.
The variation in tax over 10963-64 is
plus 29. A person getting an annual
income of Rs. 15,000 now pays Rs, 40
mbore,

T—
Who gets the concession ? The
entire tax proposal was that those

people getting Rs. 20.000 and above
upto Rs. 3 Iakh should get concession
to the tune of Rs. 83.649. Thi: is how
the tax proposal hag affected the com-
mon man. In this particular Bill
another concession is being given t¢
those who want to contribute to the
Nehru Memorial Fund. Why not -
concession be given Increasing the
exemption limit for income-tax from
Rs. 3,200 to at least Rs. 6.0007 I say
this because the poor middle class,
whose backbone has completely been
broken with these high prices, shoula
be helped in this way if thev cannot
be helped in any other way, This was
the unanimous request made in this
House that the slab should be raised
to Re. 7.500. Some said it should be
at least Rs. 6.000. that is upto those
who are getting Rs. 500 per month or
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They should not be
taxed at this hour when Government
have miserably failed to hold the
price line and are unable to check the
price line because of the policy they
are pursuing.

Shri Kashi Ram Gupta (Alwar):
Will we be included under that?

Shri 8. M. Banerjee: Yes.

My submission is that some effec-
tive steps should be taken to realise
all income-tax arrears.

As regards the proposed clause 13A,
as follows:—

“any special allowance speci-
fically granted o an assesses by
his employer to meet expenditure
actually incurred on payment of
rent (by whatever name called)
in respect of residential accom-
modation occupied by the assessee,
to such extent (not exceeding
three hundred rupees per month)
as may be prescribed having
regard to the area or place in
such accommodation is gituate and
other relevant consideration”,

1 welcome this concession proposed to
be given to those employees who are
serving in commercial firms. But 1
think the main purpose of the Bill
is contained in the amendment to
section 88 as follows:

“in sub-section (1) after clause
(i), the following clause shall be
inserted, namely:—'(ia) ae
donations to the Jawaharlal Nehru
Memorial Fung referred to in the
Deed of Declaration of Trust
adopted by the National Com-
mittee at its meeting held on the
17th day of August 1964”.

This is something extraordinary. It
was never done in the case of the
Gandhi Memorial Fund or in alfiy
other fund. It was done to some
extent in the case of the National
Defence Fund. I can agree.
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The Minister of Rehabilitation (Shri
Tyagi): It was done in the case of
the Gandhi Memorial Fund.

Shri §. M. Banerjee: Was the Act
amended? No. I have got both tne
principal Act and the amendeq Act.
It was not done. It was done in ire
care of the National Defernce Fund 1
agrce; but for that, it was never done
in the history of our taxation or 1n
the history of our Finance Ministry.

Shri Tyagi: In the case of the
National Defence Fund and the
Gandhi Memorial Fund, the same

treatment was given.

Shri S. M. Banerjee: Unfortunately,
from Finance you went to Defence.
then you became defenceless, again
you are rehabilitated. Naturally, you

have forgotten these things of the
Finance Ministry, 1 am sorry. 1 have
got the principal Act.

Shri Tyagi: Does my hon, friend

want rehabilitation?

Shri §S. M. Banerjee: You rehabili-
tate me after discharging me? Buth
of us have been rehabilitated.

Shri Joachim Alva (Kanara): He
has not forgotten what you have done
to the Kanpur factory.

Shri S. M, Banerjee: What is the
position today? Supposing 1 have
earned Rs. 5 lakhs,. 10 per cent of it
1 can pay to any charitable institu-
tion or National Defence Fund or
Gandhi Memorial Fund, or any fund
to which I am allowed to contribute;
that is what we called allowable ex-
penditure. That is, I shall not be
taxed on Rs. 50,000, but if I want to
pay Rs. 2 lakhs, then, naturally, I
shall be taxed on the balance
Rs. 1,50,000. The implication of the
present clause is explainey by the
hon. Finance Minister thus in his
Notes of Clauses:

“Clause 5 geeks to amend section
88 of the Income-tax Act. The

SEPTEMBER 29, 1964

(Amendment) Bill 4328

effect of this amendment will
be that the entire amount paid
by an assessee during the previous
year as donation to the Jawahar-
lal Nehru Memorial Fund refer-
red to in the Deed of Declaration
of Trust adopted by the National
Committee on 17th August, 1964
will qualify for rebate of Income-
tax under section 88 of the In-
come-tax Act without application”
of the monetary limit laid down
in sub-section (3) of section 88
of the Income-tax Act (viz, 10
per cent of the total income of the
assessee or two hundred thousand
rupees, whichever is less). It has
been laid down in this behalf
that donationg to the aforesaid
fund will not be taken into
account in calculating the above-
mentioned monetary limit."

Shri J. B. Kripalani (Amroha):
That meang the Government is making
the donation.

Shri S. M. Banerjee: Exactly what
is the total donation we are
receiving? The hon. Prime Mims-
ter announceq that the total amount
is Rs. 9 lakhs. What a poor res-
ponse! And out of this Rs. 9 lakhs,
only one concern has paid Rs. 5
lakhs. Mr. Birla has yet to see what
amendme=nt is moved. Dalmia has
yet to see what further concessions
are likely to be given in the name
of Shri Jawaharlal Nehru. All these
people are waiting patiently to see 1f
certain  concessions are given in
income-tax, in Wealth Tax, in Gift
Tax or any other corporate tax. It
some incentive is given, they will
give further donations to this Fund.
This is a very sad commendatary on
the democratic functioning of this
Government. Tt will be really crea-
ting blackmarketing or profiteering
or racketeering even in the Nchru
Memorial Fund.

I am sorry that the name of this
beloved leader of this country, who
has no parallel in this country, :s
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being brought in the form of coins, in
the f~rm of income-tax rebate. I d2
not know to what extent they are
going to put his name in the dust. |
am sorry at this. I am an ardeat
follower of Nehruji, without getling a

ticket frem him, mind you. He has
been opposing me. Still, 1 really
follow his words as gospel. I know

he has given something not only to
our cecuntry, but to the wcsld, but
should we go to this extent? If we
did not do it in the case of Gandhi
Memorial Fund or any other furd,
why should we do it here?

We have done it in the case of the
National Defence Fund, because, as
very correctly said by the wvery
leaders of this House as well as
leaders outside, after all, the ccuntry
is greater than Nehru. And nalural-
ly, I oppose this clause.

Today there is a provision that 10
per ccent will not be taxable, but
what is the response? No response.
So, I feel that this shoulg mnot be
done.

Shri Tyagi: The functions of this
Nehru Memorial Fund wili bz prac-
tically thz same as those of Gov-
ernment, except that non-official help
will be obtained, and thercfore my
hon. frieng might keep that objective
also in mind.

Shri J. B. Kripalani: Why should
not the Government directly make
the contribution. Why this indirect
way, I really cannot understand., If
you have to steal f{rom people's
pockets, do it honourably.

Shri §. M. Banerjee: As very ably
explaineq by Shri Tyagi and very
well replied to by Acharyaji, I should
say that in that case, let Government
come forward—we will give tnem
sanction—angd say that they want to
contribute. Nobody will object in
the case of Nehruji.

What happened in the case of the
National Defence Fund? Much of it

1283 (Ai) LSD—I16,
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has been misappropriated. What
happened in the case of the Gandhi
Memorial Fund. We have a bad
history, and whenever some contri-
bution is askeq from the comm"n
man, h2 says:

“qr fRT W Fi FiE F ar vy

People have started telling this,
because we could not give a good
answer to them. I would only re-
quest the hon. Finance Minister to
kindly consider the various aspects,
the various suggestions given by the
Tyagi Committee.

I would like to know from Shri
Tyagi what has happened to the
Viswantha Sastri Report. There was
an income-tax investigation commis-
sion appointed under the chairman-
ship of Shri Viswanatha Sastri. Whaut
happened to that? I understand that
simply because the Commission made
rcathing criticism of certain houses,
including Birlas, that Commission’s
1cport was never published. It is
surprising. I would like to know
what hag happened to that Comms-
sion's report and whether all the
recommendations of the Tyagi Com-
mittee have been implemented.

I am happy that this Bill has
brougnt two or three good items, but
penerally our expectations of the
Finance Minister have been belied.

With these words, 1 would once
again reauest them not to bring
Nehruji's name in this particular
thing. Let it be left to the people
concerned. If Tatag want to pay
Rs. 10 lakhs, or Birla wants to pay
Rs. 25 or Rs. 27 lakhs, let them all
pay income-tax, let them not be given
incentive in the name af Nchrujl.
That iz what T have to sumbit.

Shri V. B. Gandhi (Bombay Cen-
ira] South): The object of this Bill
is to remove certain unintended hard-
ships to sssessees, and also to provide
relief to assessees in certain cases.
The Bill ag it has come before us has



Direct Taxes

4331

[Shri V. B. Gandhi]

certainly achieved the object, and
hence we welcome this measure.
There nave been several promises
made in this House by the Finance
Minister during discussions on the
budget, ang this Bill, as we see, has
also taken care to implement these
promises.

This Bill has offered certain con-
cessions and certain reliefs from
hardships to a class of assessecs. Ior
instance, we have here Clause 3
which =zllows the exclusion {rom the
total income bf an assessee of any
zllowance specially granted to him by
his employer to meet the expendi-
ture incurred on payment of rent
for the residential accommodation
occupied by the assessee, not exceed-
ing Rs. 300 per month. That is a
very timely and a very deserving
concession which has long been over-
due. It is going to be of great relief
to the middle class people, and par-
ticularly the Government and other
employces with a fixed income are
going to benefit from this concession.
This rced ig very urgent in large
cities like Bombay and Calcutta.
There ic one clarification which 1s
sought by some people about this
provision and it is whether the 20
per cent allowance for perquisites will
be kept out of the calculation of
these rent allowances. It makeg one
feel rather sad to hear what has
just mow been said by Mr. S. M.
Banerjee about the provision in clause
5 in regard to Nehru Memorial Func.
This Fund is going to be used entire-
ly for the purpose stated clearly in
the Deed of Declaration of Trust.
That there should be any expression
of disagreement on a proposal of this
kind for the memory of a man of the
eminence of our late Prime Minister
is, as 1 said, a very sad commentary
on the minds of some Members from
the Opposition. After all the fund is
going to be used for publie purposes.
The purposes are stated. I do not
think that anybody can have any
objection to the purpose as indicated
in that Deed.

SEPTEMBER 29, 1964

(Amendment) Bill 4332

I will come to two other very im-
portant clauses 10 and 18, These two
claus2s are going to be of great value
in unearthing hidden resources in
helping the authorities to secure dis-
closure of assets of great value and
in securing that there shoulq be no
evasion of tax. It is provided here
that there shall be no registration of
any document unless there ig a tax
clearance certificate produced before
the registrar. We were a little appre-
hensive whether a provision of this
kind would involve some kind of
inconvenience. But we have npow
the assurance that there ig going to be
not much inconvenience felt because
there is a provision that a ceriificate
will be granted within a stipulated
time or that the party will be infor-
med that no certificate can be grani-
ed. That is a very good and sensible
provision. '

Another clause of importance is
the one dealing with the provision
which would require that the con-
tractor who secures a contract for
construction will inform the income-
tax officer about the contract. Now,
this is also one way in which con-
cealed assets in immovable property
will come to light.

There is one more clause about
which I would say a few words
before I close and it is about clause
2 which is about the distribu-
tion of accumulated profits in the
case of companies which are
acquisitioned by the Government or
other governmental corporations.
Here, we agree to the principle that
these accumulated profits should not
be chargeable to tax as dividend
but we find this concession is limit-
ed in point of period. It says it will
be available for the years “attribu-
table to the accumulation of profits
of the company, relatin to the period
prior to three successive previous
years immediately preceding the
previous year”. If really it is intended
to be fair to the shareholders of the
companies whose assets had been
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taken over or acquisitioned by the
Government I do not see why we
should be not be generous in our
approach and in our offers. After all
it is not very likely that the com-
panies would come to know of the
Government’s intention to acquire
their assets or their companies in
advance of three years and actually
a company whose accounts are made
up in the calender year 1864 would
have to forego the benefit of tnis
provision up to the year ending 31
December, 1860. I do not really think
that this being taken is necessary. 1
think it would be more fair if we go
the full length in our desire to be
fair to the sare¢holders of the com-
panies in this respect.

Shri Prabhat Kar (Hooghly): Sir,
while moving this amending Bill, the.
hon. Finance Minister has stated that
he had thought over many points
which were raised during the discus-
sion on the Finance Bill and after
having applied his mind is now
making certain changes with a view
to give relief to certain section of
the assessees

oY gER W wga: (3[9)
TEA WERG, FEW H FIW AGr
FaT 17 AW d3 &

Mr. Speaker: Let the Bell be rung

—now there is quorum.

The bell is being rung—now there
is quorum. Shri Prabhat Kar may
continue.

18 hrs.

Shri Prabhat Kar: Sir, I was saying
that the Finance Minister, after
consideration, has come out with an
amendment of the various tax provi-
sions to give some sort of relief to
certain sections of the assessees.
Along with that, with a view to
tightening up the tax-collecting =
machinery so that avoidance or eva-
sion of taxes can be checked, ,he has
come out also with certain changes
in the Income-tax Act. Now, I would
say that we have found that most
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of the time the sympathy is mis-
placed. In the present State of affairs,
with a steep rise in the prices of the
daily necessities of life, it is the
lower rung of the salaried employees
who are hard hit. The persons who
draw a salary of five hundred, six
hundred or even a thousand rupees,
persons who cannot under any circum-
stances evade a single Paisa of taxation
and whose taxes are deducted at the
source at the time of payment of the
salary, these are the persons who
are hard hit.

Shri R. S. Pandey (Guna): Sir, on
a point of order, Is it permissible for

any person to occupy the Prime
Minister's seat in the House?
(Shri Bibhuti Mishra was at that

moment sitting in the Prime Min-

ister's seat).

Mr., Speaker: He might decide it
within his party.

Shri Prabhat Kar: Sir, these are
the section of employees who today
are hard hit. The relief granted....

Mr. Speaker: It is desirable that
the Prime Minister's seat should
remain vacant when he is not there;
it should not ordimarily be occupied
by any other person. That would be
a good tradition, if it is established.
I would ask Members not to do like
this.

St gWR W FTIW  IUT F 7T
Tt 3@ TR 7 a5 £ ffuw @

g1

TEAR AE W ;. WAL AWAR 1T
JUT EF 7 wiEg g Fifw £ 3

Shri Prabhat Kar: Sir, we suggest-
ed that so far as income-tax for this
rate of salary group is concerned
there should be a relaxation, that
instead of having the income-tax
imposed on the earnings of Rs. 3,600
it should be raised to at least Rs. 7,500
and the relief should be granted to
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this section of the employees.
Because, today, as it stands, it is very
difficult for them even to pay
income-tax to the tune of five, ten or
fifteen rupees a month.

This year, during the
speech, no doubt the Finance Min-
ister  granted some relief by
withdrawing this compulsory deposit
scheme. But so far as the tax inci-
dence is concerned it was increased.
The totality of the deductions,
including the compulsory deposit,
hag surely been reduced. By the inci-
dence of tax is more than what was
the incidence of the tax along with
the compulsory deposit. The com-
pulsory deposit was an amount which
was returnable after five years, and
in the case of those who had
deposits of less than Rs. 150 they
could get it back within a year. Now
the tax incidence in the lower
income group has increased.

budget

Today we find that concession is
being granted to a section of em-
ployees who are drawing house rent
allowance, and the relief is given
after Rs. 300, It means that a section
of employees who are drawing a house
rent allowance much more than
Rs. 300 a month; and it will mean a
section of employees whose emolu-
ments will be roughly between
Rs. 1,500 and Rs. 2,500 or more as
monthly salary.

When we consider that because of
exorbitant house rent, some relief
should be granted so far ag taxation
is concerned, I would like to know
whytfor those sections of the em-
ploytes who today are forced to live
in a situation by which sometimes 25
to 30 per cent of their monthly salary
goes for the payment of house rent,
nothing has been provided. As I was
saying, the sympathy is a misplaced
one, You are granting a concession
to a section of the employees. No
doubt they are salaried employees. I
quite agree that any question of tax
evasion does not arise in their case.
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But you are granting a concession
to a section of employees who are
for better off compared to the ogther
section of employees who afe
suffering and whose number is
large, and there 1is no concession
granted to them. As I said earlier,
during this year's budget, although
the compulsory deposit scheme has
been withdrawn, the incidence of
taxation has increased. What was
necessary, considering the present
situation, was that tax relief should
have been granted to the lowest-
grade salaried employees who today
are groaning under the rise in
prices.

Now, the tightening-up provision
in clause 10 is no doubt a welcome
provision. With a view to checking
tax evasion, clause 10 seeks to insert
a new section, section 230A, in the
Income-tax Act where the register-
ing authority will refrain from
registering any document of a value
which is more than Rs. 50,000 until
a tax clearance certificate has been
produced. And the certificate is only
in respect of Income-tax but in
respect of various other taxes. This
is a welcome provision.

In the same way clause 18 is alse
a welcome provision. This refers to
contracts for house building and the
contractor has to submit all the
details to the Income-tax Officer. As
has been rightly stated, one way of
evading payment of taxes is to build
immovable properties, and also,
almost always in the name of a third
person, a benami transaction.

So these provisions are welcome.
But I would like to know what
efforts have been made to find out
whether, with the changes made in
the Income-tax or other tax
structure, the incidence of tax evasion
or avoidance has decreased. As was

quoted by my hon. friend Shri
Banerjee, the Finance Minister
admits that the incidence of tax

avoidance has not decreased. How
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this thing can be checked, what are
the positive efforts made by the
Finance Ministry, how to tighten the
tax-collecting machinery: these are
the things in which we are much
more interested today, because we
learn often about the unaccoun
money. We are told, and rightly so,
that many of the effective measures
to control the prices or to really
keep our economy under proper
control are being frustrated because
of the huge amount of unaccounted
money which is moving in the
market. How has this unaccounted
money come, and is it not possible
for the Government to find it out
and check it? It is often being said
that unless that is done, it will be
very difficult to have a grip over
the economy of vur country. The
Reserve Bank with all its power has
failed to do it. I do not know. There
was recently some enquiry about the
money lying in some banks or
vaults; it was said that some money
was found. I want to know why this
ig not done in the tase of the bpig
houses. It is a known fact that so
far as money is concerned, they are
in the voults. You will find curiency
notes there, or you will find currency
notes converted into silver or gold
bars. Why have you stopped with the
checking of some accounts only of the
film stars? Why can’'t you go further?
Is it not possible to open the lockers
in Delhi and Bombay, places where
you will be able to find out un-
accounted money? Why is this mnot
done, if you are serious about it?
So far as the gearing up of the
economy and controlling it is con-
cerned, if you are serious about
collecting the taxes which are due
and if you are to find out the tax
evasion, these steps are absolutely
necessary. I do not find any positive
efforts being made by the Finance
Ministry to this effect.

As I have said, in this Bill there
are items which we welcome. There
are items to which I am not opposed
but then I would say you must go
further in regard to those items. When
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you grant concession by way of
income-tax relief to those earning
up to Rs, 300, think of the millions of
workers who are drawing much less.
They are today finding a crisis 1n
therr own families; a situation has
come about which hag created a crisis
among them ang the stage has reach-
ed when they have almost becume
extinct. Why don’t you think of this
and grant concessions to thcm as far
as income-tax is concerned?

Now, clause 5 geeks Lo amend sec-
tion 58 of the Income-tax Act, ana
it dealg with the donation to the
Jawanarlal Nenru Memorial Fund.
Some hon, Members have said that
there snowld not be any controversy
about this. Tnere may not be any
coniroversy so far ag ine creation oOf
the Jawanarlial Nehru Memorjal Funa
1s concerned and the purpose lor
wnicn the Fund is utiised is con-
cerned. But wnat doeg it signify?
it signilies that today we have come
t0 a stage When contributions will not
be maae to the Jawaharial Nehru
Memor.a] Fund unless you granit con-
cesslols &ngd unless you give incen-
tives! Ths ig exactly the meaning
ol thus parucular clause, Thuugh we
are saywng that we should not say
anytlung about thig particular aspect,
because he was a national leader and
not a party leader—with which I
agree—the inclusion of this clause to
amend the Income-tax Act means
that today there will be no contribu-
tion to the Fund until and unless you
give those contributors a rebate, 1
would put it like that.

It reminds me of a story. Iln a
village chapel, the priest used to
stand on the pulpit and give sermons,
but the benches were empty. He
thought that in order to draw the
people some music and other things,
say, g band party, could be given. So,
the announcement was made that on
a particular Sunday there would be
music and band; the people came and
after hearing the music, they went
away; the benches were again empty.
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Therefore, another announcement was
made that the first item would be
the germon of the priest, when all the
members would stand up, ang afler
that, the band or music party would
be allowed to play. Simularly, here
is the Jawaharlal Nehru Memorial
Fund. Here is the purpose known to
the country; the purpose for which
this Fund has been created. It 1s
going to help the building up of th.
varioug aspects of our national lite.
But then the meaning of this clause
is, “if you want to get the concession,
then, if you contribute to the Fund,
you will get income-tax relief.” The
most important thing is that you get
the relief first and then contribute!
Is this the way by which you are
going to get ~contributions to this
Fund which has been created for the
purpose of building up a new India?
If one says that such a clause should
not be put like that, there would be
Members saying that there should not
be any controversy about it But I
say this is a great insult that great
personality of India: for contributing
to the Fund you are to give scme
concession so that the people may
contribute to the Fund! It is an insult
to the great leader of India and an
insult to ourselves to include thus
particular clause and ask the people
to contribute and get the income-tax
relief.

So far as the provision in relation
to the companies which will be liqui-
dated and which will be taken over
by the Government is concerned, 1
agree with the proposition no doubt.
It is not a question of liquidation for
the promoter, but for the purpose of
taking over by the Government, the
companies will have to be liquidated.
Naturally, the promoters or the enter-
preneurs should be given some amount
of concession over there. There, I
entirely agree with fhe suggestion
made by the Finance Ministey that it
should be for the last three years’
accumulateq profit, because he said
in his opening remarkg that some-
times prufits had accumulated when

SEPTEMBER 29, 1964

(Amendment) Bill 4349

the company goes into voluntary
liquidation and that at the time o1
distribution the tax would be evadeu.
So, the period is limited to three years
I agree with that part of the clause.

Then, on the question of charitable
institutions, I hold a very strong view.
For the proportionate part, it iz a
tax on dividend. If it is g charitable
institution, it is a known thing, which
we have discussed on various occasions
We have said that the charitable
institutions also will have to be en-
quired into and we must know what
exactly is the type of charitable ins-
titution that is functioning, so that :f,
can get the credit of the concussion
which is being granted. Today, we
have charitable trusts and the chari-
table trust is utilised for the charity
which always should begin at home
and for the purpose of the person who
creates the trust. Considering {ihat
aspect, the concession has to be tho-
roughly enquired into.

Lastly, so far as the tightening up
of the tax-collecting machinery 1s
concerned, it has become very impor-
tant at thls particular stage, and 1
would like the Finance Minister to
take up thig isue. On the questicn of
granting some concession on house-
rent I would again appeal to the
Finance Minister to consider the case
of the low-paid employees who are
today suffering very much.

13.19 hrs,

(Mg. DEPUTY-SPEAKER in the Chuir)

Shri N. Dandekar (Gonda‘: Mr.
Deputy-Speaker, Sir, I am in general
agreement with the purposes and
objects of the Bill. There can be no
doubt that some of the concessions
that have been sought to be given are
due ang would ease the hardships of
the assessees concerned with those
particular matters. I would in parii-
cular, as regards the case 'of the salari-
ed earners, endorse the plea that wus
made by the hop, Member who just
spoke before me, namely, that it is
not enough to clear off the hardship
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of a particular section of the salury-
earners. The salary-earners today, --
with the rise in prices that has taken
place and the economitant rise in the
cost of living, and also the fact that
in the case of the salary-earners thers
is no guestion of loss or any suspiciuil
of loss of tax or under-assessment,--
are a category of tax-payers who arc
probably the most severely hard-Lit
ag a result, 'on the one hand, ol risig
taxation, both direct and indirect, and
on the other hand, of the risc 1n
prices ang the rising cost of living. 1
do not think the tax authorities are
fully aware of the extent of hardshp
that has been suffered by tne salaried
class, perticularly people ‘n the
lower income brackets, namely, thos?
carning up to something like Rs, 10,uti)
to Rs. 12,000 per annum. And [ would
very earnestly.

st gFA [ w@AA:  ITEAA
WEYZ gIEE W &I Ad 21
Mr. Deputy-Speaker: The hon.

Membe- may resume his seat. 'The
Bell is being rung.

There is quorum now. Shri Dande-
kar may continue his speech.

Shri N. Dandekar: Sir, I was on the
subject 'of concessiong to salary earn-
ers. 1 do very strongly support the
suggestion that was made by the
hon. Mcmber who spoke before me.
that the lower limit of totaj exemp-
tion from tax inm respect of salary
earner® in particular ought to te rais-
ed very considerably. I have been
myself very much in touch, both
while I was in public service gz well
as during the years I was in gervice in
industry, with the conditions suffer=d
by, wial one may call, the ‘white-
collar brigade’ in regard tc their
standard of living arising as I have
said, frrm these two circumstances,
namely increasing direct and indirect
taxation on the one hana incrcasing
cost of living on the other. I do not
think it is appreciated that in the
»ase of persons of that category there
is also the further fact that the rum-
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ber of carning members in most
salary carners’ families s usually
only one, rarely two, but never more
than two, with the result tha; most
of them not having either adaitional
salary earners, and most of them not
having any other sources of incwne.
they zrc @ category of people for
whom I think, the more we con do
in terms cf reliefs the better it wou!d
be. And, while I am not jn thc least
opposed to the relief that is sough; in
terms of tax-free rent allowance for
thosz whio are in receipt of such
allowances, my very definite fee'ing
is that the lower bracket of salary
earners, who constitute the very large
mass of the middle and lower midiie
class, ought to be assisted in the way
I have suggested.

The other reliefs do not I think call
for much comment. I think they are
just and proper;—for instance, relief
in regard to accumulated profits of
companies that are being wound up in
consequence of their being acquired or
being taken over by other government
concerns. The only point I have in
regard to that is, 1 wonder why the
accumulated profits that are to be
exempted from the definition of divi-
dend are only those relating to periods
prior to the last three successive pre-
vious years, Why those three succes-
sive previous years should be exclud-
ed from the benefit of this particular
provision, I am unable to appreciate,
though I am sure that whep the hon.
Finance Minister replies to the debate
he will probably clear up that point.
1 would say this, if there is no clear-
cut reason either of principle or of fact
geared to possibilities of evasion and
so on, then I would suggest that thai
little exception to this particular
exemption ought to be removed,

There are two other provisions tr
which 1 wish to refer. One is i~ zon-
nection with the removal of the limit
to the exemption, that is, the tax re-
bate in respect of contributions for
approved charitably purposes. I refer
to the proposed removal of the limit in
the case of contributions to the Nehiu

e
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Memoria] Fund which, doeg call for
comment. A1t is not that there shuuid
be np tax benefit, or rather, iax con-
cession or relef to people who do
make such contributions, But | think
we are tending, of lale, L0 maske a
very unfortunate singlng out of the
late Prime Minister concerning whom
personally there can be no gues.on,
there is no one Who has less Lhan the
highest possible respect ifor  his
memory, for the position that he hela
in the affairs of this couniry and the
affection be enjoyed from the public.
But I wonder, for instance, how |
would fee] if I were relaied to him
and tound that continuousiy inings of
this kind were bewng attemp.eq al-
most tp a point at which there is some
kind of deuication of him, There was
a debate the other day, about the pro-
posal to have the eftigy ol FPandit
Nehru emposed on the coins taat are
going to be munted hereatter. ‘'here
were reterences to other maticrs also.
Now this is another pne that has come
up, namely, that in so far as the upper
limit of coantributions for purpcses ot
tax rebale are concerned the ccniribu-
tions of Nehru Memorial Fung would
be excluded so that contribution 1o
that fund may be made withcut any
limit and they were still be eligible
for rebate purposes. Certainly, people
ought to contribute, ang will bc con-
tributing to the maximum of tineir
capacity to g fund of this kingd just, as
when Mahatmg Gandhi died jhere was
an excellent response to the Fund
that was raiseq in memory of the
Father of the Nation (Interruption).
But then there was, as my hon, friend
here points out, no amendment to
abolish the limit in respect of contri-
butions to that particular Fund. It is
difficult on a matter like this, not 1o be
misunderstood. At the same time, I
think, we have to observe certain
principles of propriety, certain princi-
ples of uniform public policy ang not
single out particular individuals, no
matter how highly we esteem them, no
matter what their contributivn to the
progress, and all that goes with it, of
this country is. 1 do feel tnat this
proposal is contrary to public policy.
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I do feel it is setting up a precedent of
a kind that ig unfortunate. I do feel
it is making discrimination of g kind
that is unfortunate. I personally, for
instance, have no less esteem for the
late Prime Minister than I nad for
Mahatma Gandhi; but it seems to me
that it is really unfortunate tnat this
kind of thing should keep on cropping
up in one form or another i1n connec-
tion with him. I do respectfully urge
that I can fing no over-riding reasons
of public policy or propriety which
justify this kind of special treatment
in regarq to contributions to the
Memoria] Fund for the commemora-
tion ‘'of the late Prime Minister, Pandit
Jawaharlal Nehru,

Sir, I would not say more than that.
I will now go on to some of the other
benefit; and reliefs that are sought to
be given. I think they are sound.

In regard to the procedure for tight-
ening up the machinery I would like
to make just two general comments.
The first is about clauses 8 and 9
which are concerneq with fresh
demand notices being issued in con-
nection with advance payment of tax
consequent upon later returng involv-
ing higher self-assessment and so on.
1 fee] this continual revision of the
demand for advance payment of tax
resulting from this business of self-
assessment, provisional assessment, re-
gular assessment,—the whole thing is
becoming rather too confusing. And
1 believe the additional financial
returns that are involved in this, as
compared with the cluttering up of
work in the tax office are trifling. I
do not think it is worthwhile, I be-
lieve today an over-load position has
been reached in tax offices where in
connection with all those multiple
assessments, and ip connection parti-
cularly with income-tax matter such
as self-assessment, provisional assess-
ment, regular assessment, advance
payment of taxes, re-assessment,
amendment of a assessment, amend-
ment of mistake in assessment, amend-
ment of mistakes on appeal and sp on,
every one of them have continual
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consequences upon the demang for
advance payment of tax, But every
one of them has also such an appre-
ciable effect in termg of workloag in
the tax offices that I think it js time
one did consider and weigh this inct
against the very little additional
money that would be coming in,—
which is merely money coming in a
little in advance, because it would
come in anyhow—even if these chang-
es in advance tax demands were to
cover all situations in the tax returns
or in the provisional assessments and
regular assessments. The siluation to-
day as I know it is that so much of the
time of the tax officers is continually
engaged in these matters that they can
devote little time, I would almost say
they have very little leisure, io the
careful examination of the more diffi-
cult cases, as well as of those that in-
volve a considerable amount of tax
evasion, There are cases which could
not and should not be handled in a
hurry; they are cases concerning
which the tax authorities need to sit
back and think,—they have got to
have some litt]e time to sit back and
think because it is always a continuous
race between those who want to
evade or avoid payment of taxes, and
the officers of the revenue department
bent upon the State getting is full dues,
But the tax authorities do not in fact
get sufficient time to deal with really
important cases I believe that this
sort of changes in legislation, though
they do result in a little amount of
money coming a little earlier than
would otherwise be the case, does re-
sult merely cluttering up of the laxa-
tion machinery.

Regarding the other two provisions
for tightening up assessments; which
are perfectly good in themselves, my
only comment is that they lay down
too low a limit, In regarq {o pro-
hibition of transfers of registry until
the production of a tax clearance cer-
tificate, I think it is an excellent pro-
vision. Similarly, the provision re-
quiring the contractors tp report to
the tax authorities the fact that they
have secured contracts is again an
excellent provision, But I do think
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these limits of Rs, 50,000 are too low.
Today, as a simple consequence of the
price rise, g transaction which ten
years ago would be of the order of
Rs. 30,000 or 40,000 or something of
that kind would today be equivalent
to double that amount, if not more.
Consequently, if one is to get proper
benefit out of this, without harassment
on the one hand angd without cluttering
up of the offices of taxation depart-
ment on the other, I would very
strongly urge that these limils of
Rs, 50,000 should be raised a little
higher, I woulg suggest a figure of
Rs. 1 lakh.

The provisions about estate duty
are again excellent. But I think
there is some computational difficulty
here. 1 do not want to enter into it
in detai] just now, but there appears
to exist a good deal of computational
difficulty in the proposal as to the
precise extent to which rebate of
estate duty has to be given in connec-
tion with properties that are
sold for purposes of payment of estate
duty, instead of a corresponding relief
against capital gains tax. Otherwise,
I think these two provisions are also
good.

The general comment that I would
make is, therefore, that the proposals
made in this Bill are in principle
sound and I commend them. There
are however certain matters of detail
connected with the reliefs on the one
hangd and the tightening up of the
machinery on the other which would
merit reconsideration.

Shri Morarka (Jhunjhunu): Lir
Deputy-Speaker, Sir, ] welcome this
Bill mainly because it fulfils the
agsurances given by the hon. Finance
Minister to this House during the last
budget session. The Bill has five
purposes. One is to give some con-
cessions, as some hon. Members have
been pleased to call; secondly, to
remove the unintended hardships,
thirdly, to tighten up the provisions,
tourthly, to withdraw some of the
unintended concessions and; lastly, to
deal with some procedural matters.
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This Bill has been criticised on the
ground that jt seeks to give some con-
cessions. 1 have gone through it
carefully ang I find that there are
only two concessions, if you call them
concessions, which an, sought to be
given. Ome is, house rent allowance
up to Rs. 300 per mornth is sought to
be exempt for the salaried classes.
Another concession is to charitable
institutions on the dividend income to
th. extent of proportionate share of
the super-tax. The hon, Finance
Minister had agreed to both these
things at the time of the discussion of
the budget. As he could not make
any amendments on the jspot, he
assureqd the House that he would come
to the House with thege amendments
in due course. I am glad that in ful-
filment of this promise he is now
coming with these proposals.

At that time it was pointed out to
the hon. Finance Minister some of the
provisions which are really harsh.
For example, if a property was liable
to estale duty as wel] as capital gains
tax, if the total incidence of taxation
was becoming more than 100 per cent,
that was really an unintended hard-
ship. At that time, the Finance Min-
ister assured the House that he would
examine the case and, #f necessary,
bring an amendment to the Act.
Similarly, under the gift tax Act, a
nominal gift costing Rs. 5,000, while it
is exempted from the wealth tax Act
is coming within the purview of the
expenditure tax Act. That is another
hardship which is sought to be remov-
ed by this Bill.

The third amendment relates to
companieg going into liquidation. If
the company goes into liquidation
with the sole or main object of evad-
ing tax in one way or the other, the
distribution of the accumulated profits
ag dividend is subject to taxation.
That is understandable. But if as a
result of Government's action the
assets of the company are taken away
and the company is obliged to go into
liquidation, if the assets are distribut-
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ed to the shareholders ag dividend,
because there is no other alternativ
it should not be made subject to
heavy taxation. So, we are oblig
to the Finance Minister for bringing
these amendments.

The hon. Member who preceded me
posed the question why this period of
three years should be there. At the
time of moving the Bill for considera-
tion the Finance Minister has ex-
plained  it. Unfortunately, Shri
Dandekar was not present in the
House at that time. According to the
Finance Minister, it is quite possible
that sometlimes these negotiations
about taking over by the State takes
some time during which the informa-
tion leaks out and when this informa-
tion leaks out some of the companies
might distribute all the accumulated
profits just with a view to evade this
tax. Therefore he prescribeq this
period of three years. All the profits
accumulated during these three years
would not be exempt from that tax
but the profits accumulated prior to
these three years would be exempt.
So, I think that it is not only rational
but equitable and there is sufficient
reason behind this.

There are two provisions to tighten
up the provisions of the Income-tax
Act. One is the registration of ecer-
tain documents. It is now sought
that no document transferring the
property or limiting or extinguishing
the proprietary title in those proper-
ties will be registered by the register-
ing authority under the Indian Regis-
tration Act unless a certificate of
clearance is obtained from the tax
authorities. For that a limit of Rs.
50,000/ is prescribed. That means
that property below the value of Rs.
50,000/ -.

ot PR TR GATT UG AL AT
Frew qur Y £
Mr, Deputy-Speaker: The bell is
being rung. Now there is quorum.
It was the second time that the quo-
rum bell was rung within half an
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hour. I request hon. Members to
maintain the quorum. Shri Morarka
might continue his speech.

Shri Morarka: I was saying that
now i this property is below the
value of Rs. 50,000/-, there would be
no registration and at the timc ot
registration no certificate from the
Income-tax Officer would be required.
The hon. Member, Shri Dandeker,
said that this limit of Rs. 50,000/- is
too low. I see an amendment in the
name of Shri Bade and others which
seeks to increase this limit to Rs.
1,00,000/-. But I shall draw the
attention of hon. Members, particular._
ly Shri Dandeker, that in another
Act called. the Payment of Tax
(Transfer of Property) Act, 1949
where a similar provision existed,
there was no limit at all. That means
that the registration of any property,
irrespective of its value, required such
a clearance from the tax authorities.
Now the Government says that insteag
of prescribing no limit at all, they
prescribe the limit of Rs, 50,000/-.
So, while to Shri Dandeker this limit
of Rs. 50,000/- may appear to be on
the lower side, under the previous
Act which was passed in 1949, namely,
the Payment of Tax (Transfer of Pro-
perty) Act, no limit was preseribed.

But in my view this limit of Rs.
50,000/- is a little on the high side.
Therefore I have suggested an amend-
ment, being amendment No. 30 on the
list, seeking to reduce this limit to
Rs. 10,000/-. When I come to the
amendment, I will give my reasons in
detail; but here I may say lhat since
the main purpose of this is to plug
possible loopholes for tax evasion and
to bring those, who have got un-
accounted money and who are not
assessees at all, to the Income-tax
Department, I think, this limit of Rs.
50,000/- is on the high side because,
as you know, it is not unlikely that
properties are deliberately undervalu-
ed and a large part of the considera-
tion or the value of the property is
given in cash outside the account
books. If that is so then this limit of
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Rs. 50,000/- would not serve the pur-
pose which you have in view,

Besides, it is not a tax measure at
all; it is only a regulatory thing. It
may be #hat it may involve g little
more work for the Income-tax
Dcepartment in issuing a certificate,
but, I think, the Government must be
prepared for that and they must
undertaks that little more quantity of
work if they really want to bring to
book those people who through all
sorts of transfer of properties without
becoming assesseeg at all. I, there-
fore, suggest that this limit of Rs.
50,000/- should be reduced to Rs.
10 000/-. I repeat that it is not a tax
measure. You do not charge any
duty or tax. It is only a regulatory
thing. For that purpose there will
be no difficulty at all; on the other
hand, it would require people trans-
ferring any property above the value
of Rs. 10,000/- to obtain a tax clear-
ance certificate from these authorities.
When I say thig thing, I also know
that the agricultural property is com-
pletely exempt from this provision.
Therefore I think that there is ample
justification for reducing this limit
from Rs. 50,000/- to Rs. 10,000/-.

I 3aid that another object of the
Bill is to remove the unintended con-
cession also. That has been done in
the case of playwrights, artistes,
actors ete. Under the Income-tax
Act as it exists, they can deposit up
to 25 per cent of their total income
by way of annuity deposits, but after
this Bill is passed they would be able
to deposit only 25 per cent of the
professional income and not the entire
income. I think that it was never
the intention of Government ever in
the beginning to give them  this
facility for the entire income. Thc
intention was only to give lhis cor-
cession in respect of their profes-
sional income. To that extent 1t re-
moves the unintended concession
which has been given to these people.
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Other things which are mentioned
in the Bill are mostly procedura] and
they are intended lo tighten up or
facilitate the proper administration of
the Income-tax Act. No doubt, they
would involve more work and would
make the Act more cumbersome as
Shri Dandeker pointed out; but still
in the interest of equity and justice
they are necessary.

The hon. Finance Minister had
given scme more assurances at that
time. Of course, he hag brought this
Bill implementing some of them, but
some are still left out. 1 am sure, he
must have implemented them by
means of departmental instructions or
rules which were framed. The mos:
important assurance which the hon.
Finance Minister had given was that
if the amount of direct taxes collec-
tion came to Rs. 1,000 crore; annually,
he would substantially reduce the
rates of direct taxes on earned as wel]
as unearned incomes. We live in that
hope and we do feel that sooner or
later that expectation of the hon.
Finance Minister would be fulfilled
and then it would be possible for him
to reduce the rates of the direct taxes
substantially.

In conclusion, I only want to say
that there are many amendments
standing in my name and in the name
of my hon friendq Shri Ravindra
Varma. Most of these amendments
are of drafting nature and of clarifi-
catory nature. Only two of them,
namely, amendments No. 13 and 16,
are of substantial nature. As I have
already said, amendment No. 13 pro-
poses to reduce the limit from Rs.
50,000 to Rs. 10,000. So far as amend-
ment No. 16 is concerned, it provides
the right of an appeal to the person
to whom g certificate is refused by
the Income-Tax Officer about register.
ing his property. In the registration
of property concerned, there are two
parties, the purchaser and the seller
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or the person who transfers the pro-
perty and the person in whose favour
the transfer is made, that is, trans-
feree. It is quite conceivable that in
some cases, after the transaction is
completed, the transferer or the per-
son who wants to transler the pro-
perty may himself change his mind.
Therefore, with the connivence of the
LT.O, he may not Jike to get the pro-
perty transferred. In such cases, it
should be open to the transferee, that
is, a person in whose favour the
transfer was to be made, to approach
in appeal to the Commissioner for the
certificate. The rights which are
there can only be exercised by one
person, namely, the assessee. Here
there are two persons involved, the
transferer and the transferee. I
request the hon. Finance Minister to
have this provision of appeal inserted.
I may say that this is not a new pro-
vision. I again refer to the Act of 1949
where a similar provision existed and
in that provision this right of appeal
was specifically and clearly given to
the persons so affected, not only to the
assessee but to the persons affected by
that transaction or who claimed to be
affected by that transaction. 1 Lope
the hon. Finance Minister will consi-
der my request and if it is possible for
him he would accept them.

Shrl Heda (Nizamabad): Mr.
Deputy-Speaker, Sir, as Mr. Morarka
has stated, the Finance Minister has
come forward with a Bill to fulfll some
of the assurances that were given dur-
ing the Budget session, The Bill is
not drafted with the object of tighten-
ing the measures or improving  the
present machinery of collection of
taxes. Otherwise, he would bhave
found out certain other measures too.
Therefore, I will touch only two or
three points.

Firstly, it is very good that the
Finance Minister has come forward to
give concession to the salaried cmp-
loyees so far as the house rent is
concerned. But in my opinion  the
measure jg a little half-hearted be-
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cause the upper limit that is there
is only Rs. 300. I had come acr s- a
very piquant case of a verv highly
respected organisation, respecled by
the country and which is forined
under the Constitution. It so happen-
ed that when the head of trat or-
ganisation retired and another gentle-
man was appointed, the newly ap-
pointed gentleman refused to go into
the house allotted for the head of
the organisation,

Shri Harl Vishnu Kamath (kHocha-
ngabad): Why not name the organisa-
tion, not the person?

Shri Heda: That organisation is
held in the highest respect.

Shri Hari Vishnu Kamath:
why it should be mentioned.

That ir

Shri Heda: As highly respceted as
this Parliament.

Shri Hari Vishnu Kamath;
fight shy of naming it?

Why

Shri Heda: When the head of that
organisation retired, the new gentle-
man who was appointed as the head
of that organisation did not go to the
house which as meant for the hesd of
the organisation, The reason he gave
was that he will have to pay a higher
income-tax if he occupies a bigger
house which is not more useful for
him, He said that the house that he
had been occupying was as good and
as adequate for his purposes as the
other one. So, this is a reason that is
felt by the salaried employees and
this is the only class from which the
taxes can be collected, I ma: say,
hundred per cent correctlv. The
Finance Minister was good enough to
mention 10 per cent and 20 per cent
all that. I thought that he would fix
some percentage and its ratio to the
salary itself and not put a big proviso
of the upper limit of Rs. 300.

Then, I come to the point which was
taken yp by two or three hon. Mem-
bers about the benamidars. The pro-
vision seems to be good, But I do not
think that it will bring in any fruits
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or it will serve any purpose because
when somebody constructs a house—I
am talking of these benamidars—it is
more than possible that there will not
be a single contractor for the cons-
truction of the entire house. It is
just possible that there may be no
contractor as such, In these days,
generally what happens is that the
labour contract is given to somebody.
The main items are directly purchas-
ed and different items like electrical
fittings or interior decorations are
given to different contractors.

Shri Bade: There will be more
evasion because of sub-contracts.

Shri Heda: Therefore, I do not think
this limit of Rs. 50,000 will serve any
purpose and, in fact, the limit propos-
ed by Shri Morarka of Rs. 10,000 will
also not go very far because if it is
the spirit of evasion, they will find
different ways. This is not a foolproof
measure to stop it. However, it is
good as far it goes.

Now, I will come to the companied
which have to go into liquidation
either because the Government have
taken them over or they voluntarily
lie to go into liguidation to avoid
taxes. When you think of companies
as such, you come to a different con-
clusion, But when you think of
share-holders, you might come to
different conclusions. The prices of
shares vary according to the accumu-
lated profits of the company and,
therefore, to think that at the time of
liquidation every share-holder was
a share-holder from the very begin-
ning of the floatation of the company
would not be correct and that is why
the Finance Minister has given a sort
of exemption of three years, that 1s,
the last three years accumulated pro-
fitg will alone be taxed. So the point
is that the share-holders are not, eX-
cepting in rare cases, from the very
beginning of the floatation of the
company. Generally, they ptchase
shares in between and from that angle
they have not purchased shares at the
face value but they have purchased
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shares at the enchanced value, at the
market value, Therefore, I think this
measure though doing some juslice
may not be doing full justice to them.

With these words, I support the Bill,

Shri U. M. Trivedi (Mandsaurj: Mr
Deputy-Speaker, Sir, the most of the
provisions of this Bill are commenda-
ble and if 1 offer some criticism v
some of them, it is not because I do
not commend the general amendments
that are being suggested but because
I feel that in some cases an oppor-
tunity has not been taken to further
amend the Bill to ameliorate the con-
ditions of the assessees which are ap-
parent,

14 hrs.

The first thing that strikes me is
this. In these days when the value of
the rupee has fallen go low that it is
not more valuable than 1-1|2 anna; of
1938, it is high time that the exemp-
tion limit for income-tax purposss
which is now Rs. 3600 ought to have
been raised to at least Rs. 4800.
In my opinion, the time has come now
when we must realise and evaluate
things in their proper perspective and
not stick to mere forms or be so con-
servative as not to realise that things
have changed and the shape of things
indicate clearly that in the present-
day life the purchasing power of even
Rs. 400 has become negligible and it
is not even equal to that of Rs. 100 in
other pre-war days I would, there-
fore, suggest that early steps ought
to be taken in this direction. This
was the proper opportunity tc have
done that. In any case, I Lope the
Finance Minister wil] take nots of it
and make use of this suggesticti when
the Finance Bill comes up next be-
fore the House.

The other thing which ought to have |

received the attention of the Finance
Minister ig this. When thig guestion
of direct taxes ig being dealt with,
something must have been done
as to make the appeals before
appellate commissioner appeals

thr
on'
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matters of fact as well and not merely
routine matters, matters in which the
income-tax officer merely sits down
and tries to hear the complaint that is
made against him and then makes a
note of the word used by the assessee .
or his legal representative and then
takes the next opportunity to pounce
upon him as hard as he could if the
language used by the assessee is not
proper according to his own wish and
pleasure. It is high time that some
amendment ought to have been made
of this nature whereby the first ap-
peal. so to say, would be heard by a
proper person and be heard on facts
and also law. Generally, it so hap-
pens, as I have already narrated—and
I would not like to recapitulate it—
that the matter of oppeal before the
appellate assistant commissioner is
entirely a routine matter and no re-
lief is available except perhaps to the
extent of a few rupees, annas and
pies. Sometimes, the assessments are
so illegal and perverse that we have
hopes of seeing that if the appeal s
heard by a man with sound knowledge
of law and discretion and knowing
how the discretion should be used and
how particular inferenceg should be
drawn legally, there would be no as-
sessment at all on the basis of the
facts that are placed before him. But
that never happens, and that is never
dreamt of by any of the practitioners
in the whole of this country, Often
one thinks that it is a great thing if
an illegal assessment of Rs. 10 lakhs
is reduced to Rs. 5 lakhs. Even that is
considered as a very big thing if it
happens. But nobady would concede
the position that even the Rs, 10 lakhs
assessment is absolutely illegal and
cannot be levied, This could be look-
ed into only if facts could be ascer-
tained, and ascertained positively by
an officer who is not in any manner
concerned with the revenue of the
Government but only with the admi-
nistration of the law.

Some such suggestion has galready
been made in our country by the
Direct Taxes Enquiry Committee, The
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Law Commission has also made such
a recommendation on the direct taxes
administration, The Law Commission
recommended the abolition of the
tribunal and suggested a direct appea!
both on questions of fact as well as
of law to the High Court on the orders
of the appellate assistant commissioner-
This was what the hon. Chief Justice
had said very recently, more or less on
the same lines. I fee] that the hon.
Minister should have lookeqd into this
aspect of the matter also, because this
was the proper opportunity for doing
so, and during this debate, we also
would have been able to look into the
matter properly and then come to a
proper conclusion whether or not such
a procedure would be more conducive
to the proper administration of the
Income-tax Department,

However, as far as the clauses go, as
I have said, I do appreciate the amclio-
ration that would come about as a
result of what little has been sought
to be done. But when I look at clause
2. I cannot refrain from orfering a
little criticism on that point. I do not
know why the limit of three years only
has been put in. A suggestion is made
that when there is a liquidation, it
shall not include any profits of the com-
pany prior to three successive previous
years immediately preceding the pre-
vious year in which such acquisition
took place. I see no reasonable indicia
to distinguish between three succossive
yvears and four successive years or five
successive years. If a sort of reserve
back the dividends and not by paying
funi has beepn built up by keeping
dividends, and if it extends for five or
six years, I see absolutely no reason
why that is not brought into the pic-
ture and amelioration is offered only
to the extent of the last three succes-
sive years, T would, therelore say
that this is not a very reasonable piece
of legislation and the provision ought
to have been seen in that light.

So far as clause 3 is concerned, I
would say that it is a very good provi-
sion, and it has been very much desire
ed by the assessees as well as the in-
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come-tax officers.
sion in that sense.

It is a good provi=

Coming to clause 5, I would not like
to offer any criticisms in derogation of
the matter that is contained therein.
I would very humbly suggest that in
future we should hesitate to crcate a
controversy about the name of our
deceased Prime Minister, It should
not become a matter of controversy
for anyhdoy. In that sense I say that
I do not see the propriety of bringing
forward such a provision just for the
sake of granting income-tax relief.
Those who have got the hearts to pay
and the desire to maks payments will
not hesitate to make the payment and
would not like to have a mere incen-
tive from Government or from the
Income-tax Department or from the
Finance Ministry to make the contribu=
tions that they desire to make, I shall
not enter into any further discussion
on this point, because it is a very
touchy matter with many, and I do not
like that I should indulge any more in
it.

Now I will draw attention to cl, 8.
I am very much surprised as to why
this amendment has become necessary.
This is merely a sort of pinprick which
will not help anybody except that it
will create more work for the income
tax department. After all, you have
various methodg of assessing escaped
income, correcting an error, revising
orders, reassessments, all sorts of me-
thods by virtue of which you may not
lose a paisa of your revenue if you are
a little alert. So even if the advance
payment has been made onz way or
the other, just to get a little more. just
to earn a little more of interest thereln
or lose some interest thereon, I do not
think it is necessary to have this
amendment. Why this amendment has

been suggested passes at least my
comprehension.
T know that in these days paper

work in government departments has
increased tremendously, with the net
result that even simple assessments of
day to day affairs of people who hon-
estly submit their returns arc held up,
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not on purpose but because the man
dealing with it does not reach that par-
ticular person. He has got pileg and
bundles placed one over th; other and
unless they keep on moving, he does
not reach that person's flle. The work-
load itself has increased tromendously.
From this it should not be construed
that I take a sympathetic view of the
income-tax officers’ ways. No. This is
because I know that some of them are
not honest people. Yet, man to man,
I feel that the Workload is such that
even with honesty and Integrity
income-tax officers will not be able to
dispose of the work before them.

Dr, My 8. Aney (Nagpur): They are
over-worked.

Shri U. M. Trivedi:
do over-work,

So I feel that this additional work
should not be created for them. It
would have been better if this amend-
ment had therefore, not been suggest-
ed

They secm to

In some cases, T have felt that
retrospective operation even of a fiscil
measure is not called for. It creates
trouble for the officials, for the asses-
sees and for the office also., In no way
should such retrospective measureg be
encouraged. There ig absolurely no
reason why in September, 1964 we
should make a law to take affect from
April, 1984. It ig a fictional law which
should not be encouraged. State Gov-
ernmentg generally take the hint from
what the Centre does. They zn a step
further. Thev make laws with retros-
pective effect going back to 1958. One
State Government has made a law
very recentlv, in 19A3, with retrospec-
tive effect from I058. There must be
some fimit to making these laws effec-
tive retrospectively. 1 would there-
fore suggest that in making these laws
applv retrospectively should not he
encouraged. Of course. in this parti-
cular case, the Finance Minister is bet-
ter informed and he mav have his
reasons for it, but I would persuade
him not to fall into the hands of the
bureaucracy in this manner., and he
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should avoid bringing forward laws
with retrospective operation,

Shri Rameshwar Rao (Gadwal):
Mr. Deputy-Speaker, thiz Bill has been
generally welcomed and supported
mainly because it is in consequences of
the assurances given by the Finance
Minister when he made his tax propo-
sals early this year. The Bill proposes
to tighten up certain loopholes in the
taxation machinery and also prevent
evasion,

I shall not take the time of the hon.
House in going into very many details
of various aspects of the Bill. But
1 would begin by correcting a mis-
impression which seems to have arisen
regarding c¢l. 2, that the clause seeks
to include the accumulated profits of
only three years and not make them
subject to tax. Ag my hon, friend from
Jhunjhunu pointed out when Shri
Heda was speaking, it is the other
way round. It is the accumulated
profits prior to three years before
liquidation that will not be subject to
this tax. This, he explained, was to
prevent any firm or company taking
undue advantage of the proposed
takeover by Government.

My main intention in making obser=
vations on this Bill is to draw atten-
tion specially to cl. 10 This clause
seeks to put a limit of Rs. 50,000 above
which all registrationg of property
require a certificate from the taxation
authorities to the effect that no tax
is due from the person concernad. The
hon. Member opposite, Shri Dandekar,
said that this limit was too high while
my colleague, Shri Morarka....

Shri Kashi Ram Gupta: He said the

limit was too low.

Shri Rameshwar Rao: I stand cor-
rected. My colleague, Shri Morarka,
said it was too high. I am inclined to
feel that the main reason for bringing
about this provision is to track dowm
tax evasion and to plug loopholes. It
is observed in large areas in this
country—I do not know if there is
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any area which is exempt from this
practice—that most registrations are
in fact being undervalued. Govern-
‘ment is logsing in two ways on this
account. Of course, there is loss on
stamp duty and registration charges
which is a direct loss. There is aiso
the implication that quite a large
amount of money on real estate tran-
sactions is being taken as what has
come to be termed either as ‘black
money' or ‘On money'—or “unaccount-
ed money”. It is very easy for this
unaccounted money to be absorbed in
either real estate construction or real
estate purchase and sale, I am in-
-clined to agree with Shri Morarka that
this limit should be reduced to BRs.
10,000 and I would like to support his
amendment in this respect at the
appropriate stage, Merely fixing
a figure above which registrations
cannot take place without a certificate
from the tax authorities js not enough
to plug this loophole. While by pro-
viding a figure of Rs. 10,000 it be-
comes more difficult for people to
register property at ridiculously low
prices, it does not avoid the possibility.
I would like to urge the Finance Mini-
ster to consider whether he would
not like to include an “enabling provi-
sion” whereby whenever either the
taxation authority or Registrar or such
government department, as may be
specifically authorised, deems such
Tegistration to be at ridiculously low
prices, it should have the right to take
over the property by paying about 5,
10 or 15 per cent over the registration
wvalue. That alone will be an effec-
tive deterrent to this continued pro-
cess of undervaluation in registration.

This, to my mind, opens out certain
wother possibilities too. Once Govern-
ment is willing to take over such
under-valued properties, I do not see
why it should be restricted to only
properties where registration hag been
‘low. It should also extend to proper-
ties where returns for wealth tax
purposes, or estate duty or other pur-
poses, is found to be unduly low.
*There also, Government should have
the right to take over the property

1283 (Ai) LSD—T
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giving 5 or 10 per cent extra, what-
ever be the formula evolved, nver the
evaluation in the estate duty or wealth
tax return concerned, If for any
reason the Finance Minister feels that
he cannot include such a provision
now, I would urge him to consider it
and bring in such an enabling provi=-
sion as early as possible, and at a
convenient date,

I would like to draw your kind
attention to one other matter in this
Bill, and that relates to Clause i9(b)
wherein a provision has been made
enabling Government to accept or
take over property in satisfaction of
the whole or any part of estate duty
due. I would like to submit to the
Finance Minister through you that
this provision should be extended to
cover all direct taxes. Therc is no
need to limit this facility to estate
duty only. It should cover all direct
tgxes‘ If any assessee would like to
ElVe over any property as payment of
taxes, it should be acceptable to

Government. T do not see any diffi-
culty in this regard. T hope the
Finance Minister will consider these
possibilitleg too, r

With these observations, I support
the Bill. PP

Shri Kashi Ram Gupta: Mr. Deputy-
flpeaker, Shi; Before I come to the

auses of this Bill, I would r
the Finance Minister to give his :%ﬁiff
deration to the assurances given on
the floor of this House. One of these
Was about the late flling of refurns
u_:d the penalty thereon. The hon.
Flpance Minister had assured that
th.u? Provision would not be taken
seriously and latitude would be allow-
ed to the people, but so far as my
k_nnwledge Boes, the assessing authori-
ties do not care, do not spem even to
know about this assurance, and they
are taking the same steps, and on the
basis of the provision, some people
being harassed, So, I would request
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the hon. Finance Minister to see whe-
ther a directive cannot be sent to the
authorities concerned, or if it has been
sent, to see that they implement it.
If the assurance has not reached the
taxing authorities, that must be sent
ag soon as paossible.

Dr, M. S. Aney: Immediately.

Shri Kashi Ram Gupta: Then there
is g system of fixing the district tai-
gets for income-tax realisation. As
a matter of fact, this is being used to
coerce the people. The targets are
only meant to give some rough idea,
not that they must be fulfilied at any
cost, whether practicable or not.
Therefore, it is very necessary that the
income-tax authorities must be given
a directive not to coerce people like
that. Especially in the districts where
low-income people reside, they have
to face these things in a very bad
way.

Then, 1 may point out that there
should be a code of conduct for higher
authorities when they visit the dis-
tricts. 1 have seen that Commis-
sioners of Income-tax or some other
higher authorities, when they visit the
districts, use the cars of assessees, and
there are also some ways in which
they are entertained, and honest and
simple officers are put in a very
awkward position when such officers
arrive there. Therefore, there should
be a strict code of conduct so far as
the tours of these persons are con-
cerned.

Then, what is going on is this.
‘There are some honest officers who
have got the human touch. Naturally,
they want to see that the small
assessees are not harassed, but again
the authorities from above try to force
them to realise the targets in such
a way that even against their will
they have to do it.

Then, in my opinion, when there
are always conirolg of this kind gnd
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that kind, there should be a wing 10
the Finance Ministry to see the effeets
of such controls. For example, the
Gur Control QOrder of U.P, has given
rise to so many gmugglers and black-
marketeers, so many persons are in-
volved in it and lakhs and crores
have been evaded. Unless and until
a scientific way is evolved to find
out such culprits, this black, un-
accounted money will go on increa-
sing . Of course, the policy should
be liberal to small persons always.

Then, I have to refer to a very
important point. Up till now, dead-
rents and royalties under the Mineral
Concession Rules were treated as
coming under revenue expenditure,
but due to certain High Court deci-
sions, there is an anomaly, because
some High Courts have taken it as
revenue expenditure, while others are
treating it as capital expenditure.
The income-tax authorities, instead of
taking remedial measures, are think-
ing of realising money on the basis
of such decisions. My humble sub-
mission is that, in the first place, the
Mineral Concession Rules of the
Government of India and the Mines
and Mineral Concession Rules of the
States should tally, and if there are
certain judgements on the old rules,
then, ©f course, they cannot be
applied now, and cannot be made a
general thing. Even if it is so, on
practical grounds, never can these
expenses be treated as capital expen=-
diture, and if they are treated like
that, it will even go to harm our big
industries like the steel plants cven.
Therefore, the necessity is that imme=-"
diate steps should be taken to re-
medy this, and an amendment, if ne-
cessary, must be brought in to treat
this expenditure as revenue expen-
diture. Personally, I think there is
no need of an amendment, even &
directive will do. Anyhow, this should
be examined, and without any delay
it should be remedied.
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So far as the low income group is
concerned, the present limit is not
conducive to the people. It is now
quite certain that the present high
prices are not going to be lowered.
They may not be allowed to rise fur-
ther, but they are not going to come
down, and the present index of prices
is such that these people have to
face hardships.

Now, I come to the clauses. So
far as Clause 5 is concerned, many
friends have spoken before me. My
humble submission is that Shri Jawa-
harlal Nehru was a man whose spirit
and whose wishes were quite diffe-
rent, and this action 'of the Govern-
ment is quite contrary to his own
wises and spirit, because he was a
man who never likeg the money of the
monopoly class to be used in such
cases. This Clause js clearly meant
to benefit the moneyed class in the
name of contribution. Therefore,
I have strong objection to it, and in
my opinion, it has been put in a
hurry. This should be further exa-
mined and put off till at least the
next Budget comes in. At the same
time, Shri Jawaharlal Nehru's name
should not be made so cheap as to
allow the monopoly capital to use It
for their own purposes.

So far as Clause 10 is concerned,
I may very humbly say that the pro-
cess of this clearance certificates is
very cumbersome in the Income-tax
Department, and people are much
harassed. In gpite of directives, there
ig more delay. And now not only
income-tax, but Wealth Tax and
Estate Duty have also to be cleared.
There is no provision and it is not
clear whether people who do not pay
Wealth Tax ‘or Estate Duty will need
to get Wealth Tax and Estate Duty
clearance certificates. It is put in
such a way that there is confusion.
There should be more clearcut word-
ing and it should be bound down
upon the authorities to give them
within a specified time.

So far as clause 18 is concerned, it
is all right so far as PWD business
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is concerned. In my opinion there
are other class of people for whom
there should be an amendment. For
instance, the transport people must
also be bound down to declare such
things at the time of purchase of
their transports. Among people who
avoid taxes are doctors and lawyers
and those people must also be spe-
cially dealt with because I have seen
an American expert's report that in
India tax evasion is done by a cer-
tain class of people. So far ag the
point about limit is concerned, 1

agree with my hon. friend Shri
Morarka on principle. The limit
should be Jlowered down from

Rs. 50,000 to Rs, 25,000, but not
to Rs. 10,000 so that people may not
be able to evade these things.

All the amendments which had been
brought forward by the hon. Finance
Minister  according to his assurance
are quite all right. Still there are
certain things left behind and 1 hope
that in the next Finance Bill there
would be no such lacunae and the
anomalies would be removed.

A fepaw fag (EgE)
JreE o, W fagas w1 @ H
aq W) & fawt 7 feet w9 § @A
gor & 1 & s T Evw F g,
TET TP THIGW I W AG HAT HT
e eamr fammar w@AT E 0

w fadaw & g gAww
¥ 58 AR fem A foiw
faar mr & 1 e o feew
fear s & swwT dwA & qUT GaT AT
t v wrge fafeex ¥ 3 g9 @@
9% IFT Ai—4 1% Fgr ™ fis i |
# warer fe fadwm w93 gu §—
fomd ®eor I aF aF qefiafst
%1 ¥ faa & i fes fear ¢ wix
¥ g9 W &1 W @

arer 3w § g F wTOT AT
ST IEF AT GWT & | W19 3§ fw
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[ fagaw feg)
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et #o s wraT T & & wTOEy
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SATAT § 7 WG 9% TFT R, A TN
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a1 feam SR A9 ¥F F OF qTET
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a1 § agt 1 qrY 3 A Frea, w@r
T q1T T Jaar § agh X qe Iq
FNTAT | "I FTEAHTT FY o 16
12 %% fov faerar 3 1 qwfoy Sawy
wfaw arft 3w a1 wfuw sErE wAr
a7 wEE g | SEw §9
feeftw et wifge | & draan ot 5
S AT Fa gfer SuT ot @ d )@
feamt &Y e Wt STonr Wit W
2 ¥ AW BT FHY &, W AT FT FI@TC
FTW & fog g A1 CAT FIW FTAT
ifer |

STHT BT ¥ U qEY §T OF aF75q
frer a1 A a8 g v o fw gw
4T e & 3G fr wfe w1 IR
AT AT | 99 TF IS®T & AH
ST eI TRT R, FW A aTn FW
= @ g | Ffg # dEvETe aard
& for feam ® sfqera s faar
o wifgq 1 {F Ioie & fF e
W I 9« famr Smom fs o
EE 3T AET g AT & IAST qEAT
feam #Y fomr amomr Ak feme @
fag fawrat at =T +7 & @A
s fram #1 5@ w1 #1579 wpfaaa
& 9 JY INET 9% FHAT £ | WG
g St A A syoft F A¥r § g oY
fetts faar s =fee

WA TF AR FgT weer d
HOA TE @ fF A a=re g &Y wredf
FT ST FAAT ARG INIAF q1 H
v femiw wfefede agw arfaw
FTAT EOT | MIET AET N FE
ag fafae samr @ 1 & WY 9% qEE
FT AN &A@ § | WTIC WG o=
Y fafge w@d at a9 § a9x
# foq o7 o gient 3%, @ W
a1 Qi g §ITT & ITAET FET | =Y
fafae &v sT & W@ qATEE F@
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I At fre W warge w3 ) Fifw
&3 afsq fox W) amF qma samEr
T grar

FEX WY OF WX AVSr W
T wET @ w9 v safae wme geme
o1 T fus F wET anA w1 S
2 ag OF WEM & oL IEE! gA
AR i miwaT w1 2 2 anfs @@
wMad fF T agr a @ |
A TW 99T F 7FW T F 5F
T A FTHIT T & 41 Feafaar W E
sfa faviw aga w0 GR 3nfrr v §
R RO AT I A" F A
AN Y § SEET F@C H SFT av
2 3 afem Al amm w1 39 A
&, 7 woar gy, @ie it |7 qeArg
FUT | @ 50 A@ AR 4% AAT HT
qar 7dY 99 FEAT | FTE AFE I F,
IAH qgdl HeAw wAT w0 AG
FIOUA &1 qGT AT gl § W F]F
s # f6 s wAt e gon @1 S
o gar § fE =iw oy et | fedt
¥ § gz ¢, afawac aFw F € F
ar €17 F ®7 # | wOx O AWO0F
" TaE g Afew aga ¥ a3 7@ S
F a8 feu s IR R awd§
w1 AT forere fomn | s T A
FIA ¥ 9 ¢|T W 2 3 fF W &
#rf 35 S ¥ fwit F qamm A
frrm T o fer gade &< @
"R aga §8 faear 1 e qEn
g far mar | g FTor aw N
FI9 IBET § IAFT IAST WAL qIAT

g

gl T% AwET ¥ 994w g, ¥ A
qra 9% § | 89 1950 ¥ Ww dF
aga W T § 1w ww o af-
g3 ¥ wraw 2 & A1 T qaT W0 Ew
g fe &1 1050 ¥ s aw famr Ao
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T3 § W q@ "IOHT g4 @ Jrea e
qg TGAT FA ATAT | WA W@ |
FLLT ARAT W THE AT A g
|1 &% AT HOH /THA ST SO 0
zafaw 332 & gra WA @A™ T
99T W & e w19 e afaee
& T 98 AT ] A foer wfwee
& oW % I fF A1 AW T sEEr
g1 & A9 399 AREC w1 2 famn,
w3 & Bt 1 7F q9 @ ¢ | @
s Ffeq 7@ 2, wWifF ;N TwE=.
wiafadedr & @ @ FTORww #
Tl 9tfwe & 7ff s Ew fag
mm@mgu’l‘zgﬁtmms
arfeat gt §

1%ﬂ'é’raaﬁaﬁamfa'qﬁm
o wfus A Fg & f5e o 2% Twap
R w1 0T ' feensan f gt
g WX A8 F g8 sy faqw g
s B8R wWI ¥ dveg amdt
#1 oY fieeftw & anfs a9t #1 s @
fr foeiie a1 90 a6 987 &
7 fr Faw wOwwwfEt & @9 6 gL
TR '

Dr. L. M, Singhvi (Jodhpur): ;
Deputy-Speaker, Sir, the Bill befaore
us is to be welcomed as an instaj-
ment in the rationalisation of our
tax system, indeed as a necessary
consequences of the experience ac-
quired in operating the parent Agt,
and in view of the fact that certain
unintended hardships had appeared gn
the horizon of tax administration in
our country. One is therefore impelled
to say that in so far as the Bill goes,
it is very much to be welcomed.

I would, however, also add that this
is a somewhat insignificant and small
step in that direction. We are entitled
to expect a more comprehensive
piece of legislation before us for re-
casting and streamlining the tax
system in our country. One is im-
pelled to object to the various omis-
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sions in the Bill rather than against
what it contains.

Mr, Deputy-Speaker, you would
recall that the Finance Minister had
at one time promised to this country
that he would bring about 3 recast
of the tax structure in the country.
We would like to have an earnest of
that promise; we would like to have;
successively and progressively, and
in instalments if necessary, otherwice
in the form of a comprehensive Bill
if possible, a complete blueprint ot
tax reforms in this country which
would go far, which would go deep.

I also want to invite the attention
of the hon. the Finance Minister to
the question of modifying he present
machinery of tax  adjudication. I
would have hoped that an opportu-
qity would be taken while bringing
forth this Bill to give us an idea of
what changes in the tax adjudica-
tion machinery can be effected or
is likely to be effected in the near
future. Only this morning, Sir, ans-
ering a question during the Question
Hour, the Law Minister said that the
question of eliminating the Income-
tax Appellate Tribunals is engaging
the sericus attention of the Govern-
ment. You would recall, Sir, that
this suggestion had been made at one
time the Chief Justice of India,
and the Government naturally felt
that the suggestion deserved to be
examined in greater detail. I was
disappointed, however, when the Law
Minister was unable to tell us of the
keasons and the advantages adduced
as grounds in favour of eliminating
the Tax Tribunals gnd vesting these
powers in the High Courts. I should
tike to welcome the Law Minister's
-opinion voiced this morning on the
floor of this House that the trend of
academic analysis is that the High
Court should pe vested with powers
of adjudicating both on facts as well
as taw. This would, I think streng-
then the structure of the rule of law
which we are so anxious to preserve
and promote in our country. Because,
the arbitrariness of the revenue-
collecting officials, the various com-
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pulsions which drive them to collect
and even to exact taxes, the various
modalities employed by them, the
various tactics pressed into service by
them, have become a bane of the tax
administration in our country; and un-
less a structural, institutiona] and
functional reform is carrleq out in
the machinery of tax adjudication, the
assesgee would continue to be haras-
sed, would continue to be bedevilled
by the tactics of the Income-tak offi-
cials.

I would like to refer to one more
matter and I would have done. I feel
that there is considerable ground for
allowing royalty payments based on
mining output as allowable business
expenditure, as expenditure which
would be deductible in the computa-
tion of business income. This I say,
Sir, in view of the fact that the
Taxation Enquiry Committee of 1853~
54 as well as the Tyagi Comniittee
felt that where royalty is payable on
the basis of production of mining
material, it is clearly admissible as
deductible business expenditure, The
Tyagi Committee said in clear words:

“The royalty payable on the
basis of output is clearly admis-
sible under the Income-tax Act..

It was pointed out that these
payments of royalty, whatever
their mode of calculation ana

however they may be judi-
clally interpreted, have to be
made for the purpose of working
the mines and extracting minerals.
There is great force in these
arguments and we feel that dis-
allowance of royalties in thc
assessment cases of mining indus-
try would obviously hamper its
develepment and abilitv to com-
plete in the world marlkets.”

An assurance was sought to be con-
veyed in this House by the then
Finance Minister in this respect that
royalty payments based on outpul are
deductible as business expenditure.
However, on account of ; recent
judgment, of the Rajasthan High
Court, this is not the position. The
result is that royalty paymenis are no
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longer regarded as deductible busi-
uess coxpenditure,

Sir, cven after the decision of the
SBupreme Court in the cases of Pingle
Industries and Abdul Quyam, ihe
Income-tax Department continued to
allow royalty payments based on out-
vut as deductible expenditure in the
compulation of business incoms. This
has ceased to be after ihe judgment
of the Rajasthan High Court. Before
thig a Full Bench of the Luhore High
Court and a judgment of the Privy
Council had held that payment of
rovalty was the price of the raw mate.
rial or stock in trade and therafore 1t
was considered to be a revenue ex-
penditure. I would be appropriate it
the Finance Minister proceeds to give
relief in this respect to the mining
industry. Otherwise I apprehend
that the mining industry in various
parts of the country, and particular-
ly in the State from which I happen
to hail, would suffer 5 setback from
which it may not recover for a long,
long time to come.

Shri Kashi Ram Gupta: The Cal-
cutta High Court has treated it as
revenue expenditure.

Dr, L. M. Singhvi: I am aware of
that. But unfortunately the Depart-
ment has proceeded not to permit the
royalty payments as deductible ex-
penditure in the computation of busi-
ness income. [ would hope that the
Finance Minister would consider this
matter on its merits which are intrin-
sically very convincing and persua-
sive, and which I hope would Le
foungd all the more compelling in vie¥
of the objective to which we are com-
mitted, namely, the development and
promotion of the mining industry in
our country. I hope the ! Finance
Minister would be able to tall us,
when he rises to reply to this debate,
as to what measures and according to
what time-schedule he proposes to
carry out to sireamline the tax ad-
ministration in this country and to re-
form the machinery of tax adjudiea-
tion in our country. He would also,
q hope, be able to say or react to the
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submission that I have made in res-
pect of permitting or allowing royalty
payments as deductible Business cx-
penditure in the computation of the
business income,

oY amere Py (Fa1) @ IameTe
HERA, T a9 WEIT T8 AT FT o7
fe #1 sfivifaas faq amr sm@r,
afyw amAm faw @&t & 9eR #1917
& qATT 9F F1 @ I FfOW L
g a9 ¥ Tt wrar fs ¥ ¥ grefagi
& foeits iy & 44 &9 s9ar 71
T ®AIT AT |

= faq #t &9 3 ¥ a7 suwewr
st 7 2 fr fafede ovdrgfess Y
Ha¥oer oeneom & feoy ¥ fau
oY QFHEE § A1 @Nd QAT
frrerar &, et Sag Whne faar mar &
fafadm owimgfess # ar g
W fear w8, e s aoeTh
FAAT AT qHTQ WIFRwT *7 2199-
T gargw 9x #1§ 4w qeq Ag
faar war & | 37 a% ¥ mehagi #t
717 foamag 37 & fom & a7 fas =mar
mar g W e § oun = oA ad
fas® ga ag w7 &3 B o awr g%
W & ImA 4, wa fF 9 S,
™ 7 A7 faw @ g Y eR
Az @9z %1 215 Frmga © 0 2

gziamm A v g fe 1z
#faem 1 /i ST AIET AT I E
g AT F Tawst o ®| s
qF AT Al HOT foar A1 @G 7
A 18 # foar 7 2 2

“Where any person...enters
into a contract for the corstrue-
tinn of a building for, or the suppihr
of goods or services in connen-
tion therewith to, any other
person, the value of which exceeas
fifty thousand rupees, le shall
within one month of the making
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of the contract, furnish to the
Income-tax Officer having juris-
diction to assess the contractor
such particulars relating to the
contract and in such form as may
be prescribed.”

TEST @1 §T 7aw@a a8 ¢ fF 46,000
4T 48,000 §9Y ¥ wIweH fea JFT
O AR AT ¥ FeET @A
& 18T | IE W A W G 5
TFH I IE—ATfTF FFA— F
TR FIwX w1 fgmra L@ marfE
3ux foma wdaze fodr & | wdve 9
39 aw A o o= fr ) aEa®
3% ¥ | B Ty v owfas
T #1 @ Efeew ¥ Amed Wk
FEwEY F weeT #7% & fAU 50,000
Y T 7T W@ AY | G AfAE
AFM F1 AT FE & qAH F92%,
TAAHE FEFLY, AT A1 3% 9T FIW F@
qF A1 F 99 W

BN, @ av afsms FAwEE w1
A B AFAT ¢ | FHTL 7 gW fFami
F A 99 WY T 9§ A fe
IR IHAT FT 250 T 9 & feaw
¥ I | AT AER TA ATHRED
%t wefraa &1 g7 7@ &an, a1 65
g R miRI gl
foamr mifes a1 #ivz qarwETd S
&

gaTT &g a1 fr araet fas @
@ fasr ¥ 70% w1 & fau, avafer
Aifew A uFeeaTafes Afew & fan
#ré Tt #Y fFor T wTEA, A
T At faer ¥ o og Wt A wr
f af=r ¢&F w1 FTRIETC 29 § ErEAT
far s, o= fe ow greE § gl
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THT g araT fear mar @ fF 9 s ne-
F . T e famr SmiRm ) O FTE-
T A1 uF dan o foefios 427 e man
g AfwaER Aty o=
& I @ fF fagen wo Y = A7
& o afte & frara ¥ faselt f 7€ R,
wafs feamt &1 10 & ) afe &
foama & faorelt Y € 1 w9 @@ W0
R TR ¥ Ty A faw gafrg
iy oW ® & 5 gt afmi 6
TRIE T JW |

T g TEaTe ¢ 6w g fam
G ®9 ¥ AET g, A THA TAAT FATH
FeT @ s fr o @ 8 &
dam faar o1 @Y 2, IR TGEES &
HIdZq 7 OTSr 9 | ATH Feqded FY
A w&sara feu wu g, foma fafew
difeae # gréaE & o9 & 99 WY AET
Cl

§ wrowr gwewe & fag o v
mqﬁmﬁ‘ﬁ{!{o o TTHTT A
qraTE 9T 75 ¥ 79 F1 $F9 AW R,
w9 f& 3a9 TaE 1 FAT 45 w99
# aq & g | fom 99 1 W7 45
§9F WA ¢, I 9 75 T4 7 £ A
@ wwar & 7 afew feiwed w1 AR
sEeaTaa fau qu g fF & feami #
Wregadl #1 @ q@ A qOE WA §
fFrrRaflardasA a1 T aw
7= a1 g A fear & A Ay
AT Es A A a9g | F 7o dlo
¥ 52 faai & grom TAITE | EW WA
§ fr os T afrn wor S &
o fog gy dor gar W W R
GYET g ATHIT a9 FT &I TWT FHET
¢ oI qITAETE FGT g 1 TEE
3@ A W 7@t doan @, witw S
o fire AT & 1 IEX WIR AW FY
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WY 5o &y gET 9% et fear @, anfe
7 Tifgaa T & 1Y, arw =T O
q & 7 " G | e 99
A FY s X F ag femmar 2
W 3FE § @ wRE ¥ S 8,
afor as &4Y 3fFe 3 wnfed

YT 59 faer ¥ Y sygeqr 31
f& mitreafoz w1 o2 g At
49 Tgd faadt | wiga femer faelt ?
ea 99 &1 faeT &, o weafa &
Feafaat #1 w7 sar foma 7@
& fow ag faer smar mar ¢

e MEdHe 7 e fafaees &1
FH® # Tg 9AT™ @7 97 f& e
¢3q & UHITW T FEET F< fEar
STy | 4g Wyl & A § o ¥
&9 GIETEY F WHEd g o, a1 9
g 399 [T 9T WX gHH! AWeAT
@ 9 5 g W mfae &
TH 9% 0F g A fomy mam @
afsq ow e S g fadt @ o
9 g 39 T AT | W AW
fafmed & am 9g SIFEE &1 T,
@ 37 w1 e a8 @ gaTd wTHE
T Y gw WA ¥ v agw
@ & ¥ gw owEE g R
MAN T R TTFA MR E

A faw wat & & ag fAdE
FE1 fF gmarw quwer g TfEd |
IAFT AN FOOWMTEHTS 1 gefew 9w
F WA FOT F FATT WTECT FAT
aifgd | WA Few 7 W-gy 9x dam
o1z faar 91 | 59 F 95y WY-gy, AU
frmm, B2 1T W B gFMA-
are o F1E THW E 9T | WS gW
ey # fr faw-mfaew 39 & A1
TR ST T 450 FOT FTGT AX FI
i%ﬁg'tm!ﬁﬁmwﬁ%
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forg #1§ ardre 7 @, #f ot
¢ feit o ord e g @ ) A
T UF (F8F &7 a7 gragray &7
9= AT W AT @ AT, d1 99 #11
9FF F Aq A w9 fear smar &)

T e g g fF ow o+t
grera faredt s @ ] 1 W g
TEFTEATH TG FOM, a1 F7aT AT
AT A€ FAM | FH OGE &
feddt & | 7 ¥ 7R Ay faer
qdt ¥ @g wrw w3 § f fo acg &
IR NeE K F wEew ¥ AT a5
< 1 fFar & 97 3w #7 fgq fear
2, 9§ 7@ ¥ 7g far, B2 gaTAR,
B Z3-T #RR B AT §aw
# Tga ¥ 1 FE-TE A o WK
W H9 FA §, AT T w6
g T 41 fF ag ey @ 1 5 Fou-
AT T Y ®Y A9w w7 F frmd |

oY wax fay (i) o wwEe
FOT Y ATGA-HIT W d |

wt o wo wwi (TETEYR)

WEF F AP FT AGE FQ
L

Mr. Deputy-Speaker: The Finance
Minister,

15 hrs

Shri Bade: Sir, is not my name
there in the list of speakers?

Mr. Deputy-Speaker: 1 am sorry, it
is not there. Shri Trivedi from your
party has already spoken,

The Minister of Finance (Shri T. T.
Krishnamachari) : Mr, Deputy-Speaker,
Sir, I had followed the speeches made
by hon. Members with a considerable
amount of interest. Broadly, it seems
that ‘many have welcomed this mea-
sure because it gives a certain amount
of relief in cases of hardship—not re-
lief from taxation but relief from hard-
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ship on the working of taxation iaws
which cause hardships.

This is not a comprehensfve Bill at
-all; I made no claims of that nature.
Of course, some hon. Members had
raised the point whether Lhe gccasion
should not be taken to provide a
large measure of relief. I think hon.
Members must be gware that in the
last Finance Bill, in the case of a
person who has a wife and two child-
ren the limit was Taised to Rs. 4000.

15.02 hrs,
[Mr, SpEAKER in the Cha'r)

Shri Kashi Ram Gupta: The prices
have gone further up.

Shri T. T. Krishnamachari: It has,
1 agree. But, any way that was done.
‘Somebody did mention it should go
to Rs. 4000. I am replying to those
suggestions. [ only mentioned that
some concession wag made at the time
of the Finance Bill. So far as this
measure is concerned, I make no
claim that it is something which gives
a general relief. In fact, ag hon.
Members pointed out, I hag promis-
ed to look into some of the points
raised by hon. Members at the time
of the Finance Bill and it i in res-
ponse to that promise that certain re-
liefs are given where, as I said be-
fore, the law is really hard. For ins-
tance, in cases where Government of
their own volition bring a company
into liquidation the entire amount of
money that is in the reserves should
not be treated as dividend and taxed
and some portion of it which need
not have been ploughed in with any
knowledge that, the company will go
into liguidation or will be taken over
by Government should be separated.
Insteaq of paying the normal income-
tax on the entire amount that portion
of the amount which has been plough-
ed into reserves three years before
Government’s decislon was made
known would only attract capital
gains,
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In fact, this Bill ig not intended to
benefit any particular section of the
community, as for instance the capi-
talists. I think the jdea was that the
capitalists, people who have a arge
income, would not benefit consider-
ably because of these concessions be-
cause they will be paying g very High
rate of capital gains tax, and it is
only in the case of the smaller people
that it might help.

. Similarly, the question of conces-
sion in regard to rent has a limitation
of Rs. 300, It is not intended to help
the bigger people but only the medium
and smaller type of people,

I think the general charge that this
is intendeq to help the affluent class
is not right. Even in the question of
taxation of that income which goes to
charity, from which they were
exempt, we seek to give some relie!
only where the beneficiary happens to
be a charitable trust which in turn
helps only the needy people. There=
fore, I would humbly submit that any
charge that has been made on the
floor of this House that it is intended
to benefit any particularly affluent
class is not right.

Sir, suggestiong have also been made
by hon, Members by means of amend-
ments. Some of them want to tigh-
ten the provisions. For instance, one
set of amendments do not want the
three-year limit to be put in respect
of companies which go int; liquida-
tion where a portion of the amount
distributed is sought to be
treated as capital and there-
fore taxed under the (Capital
Gains Tax. The whole idea is, as my
hon. frieng Shri Morarka explained,
if people with any knowledge of some
such thing happening plough their in-
come into the reserves so ag to get
away from the obligation to pay taxes
on dividends, that should be avoided.
Hon. Members might ask, why there
is g three-year limit? In fact, I think,
in a previous wording of this taxa-
tion—I think it was in 1954-55—there
is a total limit of six years right up
to the time of payment. Well I
can understang if hon. Members say
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that three years is too long s period
and two years is the proper thing. It
ig a matter of judgment, and the
judgment of hon. Members may be
better than mine. Somebody may say
that three years gives a large con-
ceggion, it should be made into 4
years. But I do not understand the
reason for completely taking away
this limit which, I think, is inherent
in any concession of this nature.

On the other hand, my hon, friend”

Shri Morarka had suggested that if we
put a limit of Rs, 50,000 either in
respect of contract or in res-
pect  of notification of persons who
transfer property or acquire them it
is likely to be avoided. It is true, As
somebody mentioned, Rs. 48,000
might be the amount so as to avoid
this, We will have to watch such
cases. In fact, as some hon. Mem-
bers did mention, provisions of this
nature throw ap enormous amount of
burden on the taxing authority and
it is also likely that the area of people
to be covered becomes wider. It may
be that there might be a bona fide
transfer of property which is not of
a very high wvalue, not above Rs.
50,000. I give this assurance to hon.
Members who hag suggesteq this
amendment, that [ appreciat= the
basis or the reason for which they
have made this suggestion. But let us
work this for gome time. We are
making a change. W2 are putting in
a limit and we are trying to get
people outside this limii. If, say, after
working for a period of a year or so,
even in the six months period that
would elapse between now ang the
Finance Bill next ycar we fing that
evasion is there, I would come to the
House and say that I will lower it.
Therefore, I submit tg hon. Members
that it is not that I do not appre-
ciate tho.r desire to make the mea-
sure cast iron, but [ do not want to
increase the area unnesessarily, I do
not want to increase the area (f con-
trol. We will have to do it after ex-
perience. Therefore, I assure them
that I will watch the position. Al-
ways any limit is arbitrary. Even
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Rs. 10,000 is arbitrary. We are fixing
a limit of Rs. 80,000 because that is
not on the abnormal side. It may be
that for flats in Bombay it may be
Re. 30,000. We will watch the posi=-
tion and see. Anyway, Rs. 10,000 js a
very smal] limit. It may be Rs. 25,000
or Rs. 30,000. I will certainly watch
the position ang if I need any change
1 shall come to this hon. House.

Certain fears were expressed in re-
gard to arbitrary refusal or unneces-
sary delay, ang certain provisiong are
sought to be suggested. I will give

‘thiz assurance that in the ruleg that

I make I shall put in the safeguard
necessary for the purpose, that there
should be no undue delay. We shall
put a limit by which g person should
either refuse or grant the certificate
and thep leave the party who is af-
fected to take such further proceed-
ings as he wants. But I dg not think
it is necessary for m= o put it in this
statute.

Some hon. Members said that I
have given certain assurance in re-
gard to self-assessment. [ may tell
them that this assurance has been
conveyed by means of instructions to
the income-tax officers. If my hon.
friend has any particular instance in
which he thinks that it has been
ignored, I shoulq be happy to have
the details of that particular case. I
will look into it. I shall, before long,
be meeting the Commissioners of
Income-tax and this is one of the
things that I propose to tell them,
that while we are considering the
question of checking evasion we have,
at the same time, to be careful in re-
gard to avoiding any harassment
which is unnecessary. I shal] not lose
any occasion to hammer this down to
the minds of the officers concerned.
And I think if anybody feels that he
has been taxed more than what he
ought ta pay, he immediately comes
up and questions the intentions of
the officer, though it is not always
the case, It is true that I am my-
self offended sometimes when there is
an arbitrary element in taxation or
interpretation of taxation. But that
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is normal. In fact, if we are injured
we alwayg try to rationalise, There
is a story in my part of the country
that a very rich moneyed man, who
was ignorant, hag gone to the court,
as most of those people of those days
were litigants, ang he lost the case.
He called his clerk and asked him the
result of the case and he wag told
that he had lost it. He immediately
asked: “ What? Did the lawyer not
urge the merits of my case?” The
clerk replied: yes, the lawyer spoke
for three days. Then he asked: is the
judge a fool? Because, according to
him, if the lawyer did his best and
still he lost the case, the judge must
be a fool. That is the logical ans-
wer. It is an inherent trait of human
nature to rationalise everything when
we think something has gone wrong.
But, nevertheless, I do not rule out
the possibilities of there bemg a case
of harassment here or there, where
something is being done in a hasty or
abrupt manner. But, by and large,
most of these officers are not bad.
They may alsp be harassed some-
times; they may be over-worked or
worried or afraid of pressures, To-
day their position is very gifficult, Of-
ten many income-tax officers come and
tell me that they have been told that
unless they do this, or that, they are
going to be reported. Of course, once
you report against a person there is
no relief. The report will come and
it will have to be enquired into. So,
the other side of the picture should
also be understood by the hon. Mem-
bers.

In regard to one matter raised by
my hon_ friend, Shri Banerjee, on the
question of arrears, may I tell him
that as against the budgeted figure
of Rs. 440 crores the collection last
year was Rs, 524 crores? The collec-
tion in the last month was so heavy
that the collectiong in the subseguent
months are limping. So there has
been an enormous amount of effort
and there has been a considerable
amount of Increase in the collections.
1 think the collections during the last
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month amounted to Rs, 139 crores.
Angd I may tell him that while the
book arrears of income-tax in March
this year wag about Rs. 280 crores,

quite a lot of it are amounts which
are not going to be rccoverable, The
effective arrears are about Rs. 170

crores in regard to income-tax, Rs. 6
crores in regard to wealth tax, Rs. 4
crores in regard to estate duty and
Rs. 81 lakhs in regard to gift tax. In
the totality of collection of about Rs.
924 crores, I think these Rs. 200
crores is not very heavy.

Of course, as ! watch the drawals
from the Reserve Bank week by week,
naturally, I have also to think in
termg of what the collections are.
Ang it is very queer that sometimes
watching these collections also gives
you a certain amount of uneasiness, 1
have found that lha customs revenue
is going up, growing up rather fast.
When I analysed this, 1 found that
a major item happene to be kerosene.
Of course, it is a good thing to have
more kerosene because j{ means a
little more supplies. At the same
time, it meang a certain amount of
erosion intp the limiteq foreign ex-
change that we possess. It is a mat-
ter which we have to watch. I do
not think the position is really un-
satisfactory by itself,

There was one particular point on
which hon. Memberg raiseq perhaps
their protest, or their disagreement or
their disapproval, and that is in re-
gard to clause 3, exempting gifts and
donations to a particular charity.
Some hon. Members said it ig some-
thing new and one or two hon. Mem-
bers also averred that when Maha-
tmaji died and g fund was started for
the purpose of commemorating his
memory, no such thing was done. Un-
fortunately, there they are wrong, I
think in 1949 an amendment of the
Income-tax Act was undertaken and
in the Act, as it stooq until 1953 in
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section 15(B), there is a proviso to

sub-section (2) which reads thus:

‘“Providedq that where any sum
paid during the previous year as
donation to the fund known as
Gandhi National Memorial Fund
is in excess of the limits prescrib-
ed in this section, the exemption
granted under this section shall
apply to the whole of that sum.”

Mr. Speaker: Yet, Shri
was sure of his poasition,
not to be so emphatic,
when something is brought to his
notice. There ig always the possibility
that one might not kn2w certain facts.
So, one should be cauticus that there
i¢ a possibility that somelhing might
not be within his knowledge.
When Members make assertions,
though they might be doing them
with confidence, when it is brought to
their notice that “no, that is not cor-
rect”, or something different has hap-
pened, they ought to exercige some
caution, because it is just possible that
they are wrong or misinformed.

Banerjee,
One ought
particularly

Shri Bade: May I submit that the
hon. Minister is quoting from the Act
as it stood in 19537 Could he quote it
from the Act as it stood in 19637

Shi T, T. Krishnamachari: I am
sorry, I am quoting from a text-book
of income-tax. This wags repealed in
1953. I am merely mentioning this.

Shri S. M. Banerjee: It is not in the
present Act.

Shri T, T. Krishnamachari: That is
true. It has been repealed in 1953.

Shri S§. M. Banerjee: We looked into
whatever Act was available. We found
a reference to the National Defence
Fund but not to the Gandhi Memorial
Fund and hence the comments.

Mr. Speaker: My remark was in
general terms; not in relation to any
particular instance. When a Member
is asserting something, when once jt is
brought to his notice that what he is
saying is not correct, or the position is
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slightly different, he should exercise
certain precaution before asserting it
again and going still further. Because,
there is always a possibility that some
facts may not be within one's know=-
ledge.

Shri T, T. Krishnamachari: I just
appreciate the position. I had the
advantage or disadvantage cf having
been in this House for a long time. I
was here at the time when this amend-
ment was moved in 1949. The con-
cession that given is roughly of the
order of 50 per cent; that is to say,
whatever money they give, 50 per
cent they might get concession in tax.

Mr. Speaker: I am not talking of
the merits or otherwise.

Shri T. T. Erishnamachari: I am
going into that matter . Therefore, it
means that the money received from
that is only 50 per cent. I can tell
you when I was thinking of this mat-
ter, I was wondering because the only
purpose of the fund that we have
started in memory of the late Prime
Minister is going to be a purely pub-
lic purpose. I shall not come to this
House and tell them that I should
contribute an amount equal to that
which has been contributed by the
people. That is one of the things that
1 thought of. Finally I was told it
would involve a lot of procedural de-
lay and so on that T should accept the
position that has been tried in g pre-
vioug instance. I am merely men-
tioning this. I am not claiming any
more justification then to say that this
is g matter which is covered by a
precedent and nothing more.

Shri S. M. Banerjee: Sometime later
you will come to this House ang re-
peal it.

Shri T. T. Krishnamachari: It is
possible that I may not happen to be
here at the time when a repeal would
be necessary. AH the same, if I hap-
pen to be here after 1967 and the hon.
Member is also here, he might remind
me about that.
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Mr. Speaker: Let us hope that both
of you will be there.

Shyi T. T, Krishnamachari: It will
be a punishment in my case; it might
be a benefit in his case,

Shri S. M. Banerjee: Great men
think alike.
8hri Yashpal BSipgh: You will re-
main here.
—_—
Shri T. T. Krishnamachari: The hon.
Member, Shri Dandekar, spoke about
this Bill. T must gay that I should be
hesitant tp say anything about any
remarks which he made about this
Bill and try to controvert it for the
reason that while I am only a Finance
Minister he has been a man who ad-
ministered these taxes for a number
of years and knows them so well. In
fact, I think, he must know more
about how these taxeg are adminis-
tered and how these taxes are evaded
much more than I. [ am not saying
it in the sense that he is a business-
man but as a person who was mem-
ber of the Central Board of Revenue
in charge of income-tax. We have a
very high opinion of his acumen and
knowledge of this tax. Therefore I
think, while all that he said he said
as g person who now occupieg a dif-
ferent position, I have no doubt that
he realises that the area of evasion
is there. Of course, there are cases
of harassment which is inevitable
when we try to check evasion. When
we put that in the rules, it make the
position  a  little more  difficult.
Ultjmately, he would recognise that it
is a case of pull devil, pull bake;
sometimes the devi] wins, sometimes
the baker does. Therefore he will
not mistake me if T do not attempt it.
I accept hig compliments in respect
of the Bill not in respect of the
Finance Minister; but, at the same
time, I would like to suggest that the
defacts in the working of the Income-
tax Act generally have been there

even in the time when he was admi-

nistering it are there when I am
the Finance Minister and will conti-
nue until the process goes on all the
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time when we try to amend it here
and there, partly to check evasion and
partly to lighten harassment. That
process has to go on. I do not think
any Finance Minister can say that he
has produced an income-tax act which
is absolutely perfect. In fict, no le-
gislation can ever.be perfect.

The hon, Member, who has very
good intention which 1 appreciate,
spoke about the difficulties of the agri-
culturists. We know it; but it is
neither the forum nor the measure
which could help. The hon. Member
suggested as to why not I reduce the
duty on diesel oil. 1t is merely for
the reason that the agriculturist con-
sumes only a very smal] portion of the
diesel oil; other people consume more.
Ultimately, if you want to do any good
to the people then diesel oil has to be
taxed until we reach the time when
we have no tax at all which, I think,
will be very good and then you will
have no Finance Minister at all which
will be equally good. Those kind of
haleyon days will never occur. I think,
in the days as we go on the Govern-
ment will become more and more com-
plicated; Finance Ministers will be-
come more and more harassed persons
and, of course, hon, Members wil
have to criticise them and they have
to adjust their sights fram time to time.

But essentially 1 agree that there
are a lot of things that could be im-
proved in the State sphere. I hope,
the hon. Member who has spoken will
stand for election as a member of the
State Assembly next time in which
case, ] think, he can make his in-
fluence felt in regard to an area of ad-
ministration which concerns the people
Assembly.

Shri D. C. Sharma: They like the
Lok Sabha much more than the State
Assembly,

Shri Bade: He wants that he should
become Lord Krishna,
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Shri T, T. Krishnamachari: The only
trouble about it ig that instead of 64
I should have been 16; then I would
have appreciated all this. But I can-
not do it. Therefore, it is amusing,
interesting and also good from a
Member who feels kindly towards the
Finance Minister. I thank him for it:
but I can say no more about it.

I think, I have more or less covered
the points. About amendments that
have been given notice of in order to
improving the Bill, of course, all
amendments merit consideration but
there is one particular amendment
which my hon. friend, Shri Morarka,
has given notice of in regard to the
provision of appeal. I find that if I
accept it, I have to do something in
regard to section 230 where similar pro-
visions in regard to different types of
people obtain. All that I can pro-
mise js in regard to the question of
harassment, ag regardg the question of
allowing a person opportunities, we
will frame the rules and the rules will
come before the House. In regard to
the question of appeal, this is a matter
which I will examine and find out be-
cause if I do anything here, I have
to touch section 230. Therefore I will
beg of my hon. friend to bear with me
for some time. I will have the matter
examined and, if necessary, we will
bring it up in another amendment.
There is always an annual amendment
of of the Income-tax Act and we will
bring it up then,

I would also like to tell my hon.
friend one thing. I prefer this three-
year limit to be there. As I said, we
have to have a limit. He may say:
Have two, three or four, but you can-
not do without a limit because the
moment people know that the company
is likely be acquired, as is the case in
the case of electricity companies, then
the obvious reaction is, “Why should
we declare a dividend this year; we
will just put it in the reserves?”;
all that you have to do is to pay.
Capital Gains Tax provided the
area of the spread is something
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considerable, Therefore, if the hon.
Member had suggested that I
should not have the limit as three
but as two, 1 would have perhaps
agreed; but since he wants a removal
of it, 1 am unable to accept the re-
moval of the period. As I said, it is
a matter of judgement whether two is
good or three is good; probabiy they
mean more or less the same. So, hon.
Members will please bear with me if
I do not accept these amendments; but
I will certainly examine the position.
If by reason of something like these
amendments being incorporated would
benefit the assessees, then, I think, I
will think about it.

Shri Kashi Ram Gupta: May I put
one question to him? The hon. Fin-
ance Minister has not been kind enough
to answer my point raised about the
assurance given in this House at the
time of passing the Finance Bill that
the late filing of returns will not be
penalised in the ordinary way and
directions will be sent to the 1TOs,

Shri T. T. Krishnamachari: I have
said that we have done that. If there
are instances where people are being
harassed because the instructions are
not followed and if any of these ins-
tanceg are given to me, I will follow
it up. We have sent the instructions
to the Income-tax Officers. What is
being done is as a matter of routine.
Any assurances given here a:z 1n:.r-
porated and it goes out as letters. I
have Been assured by my officers that
it has been done. But if hon, Mem-
ber has any instance in which he feels
that it is not being followed. 1 am
quite prepared to take it up if he will
give me the information.

Shri Yashpal Singh: The State
Governments are running under the
control of the Central Government.
He cannot avoid the question by
simply saying that they are indepen-
dent. They are running under their
control.
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Shri T. T. Krishnamachari: No, they
are not.

Mr, Speaker: May I put one ques-
tion myself? The question is:

“That the Bill further tc amend
certain laws relating to airect
taxes, be taken into considera-
tion.”

The motion was adopted.

Mir. Speaker. The House will now
take up clause-by-clause consideration

of the Bill. Clause 2. . Are there
any amendments to it?
Shri Morarka: There are amend-

ments in my name and in the name
of my hon. friend, Shri Varma, but in
view of the assurance given by the
hon. Finance Minister I do not propose
to move any of them?

Mr. Speaker: They are not
moved. Then, the question is:

being
“That clause 2 stand part of the
Bill”

The motion was adopted.

Clause 2 was added to the Bill.

Mr. Speaker: Is any amendment be-
ing moved to clause 3?

Shri Chandrabhan Singh (Bilaspur):
Tn view of the assurance given by
the hon. Finance Minister I do not
wish to move my amendment.

Mr. Speaker: The question is:

“That clause 3 ctang part of
the Bill.”

The motion was adopted.
Clause 3 was added to the Bill.

Clauses 4 to 9 were added to the Bill
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Clause 10— (Insertion of new section
2304)

Shri Bade: Sir, I beg to move:

(i)Page 4, ling 9,—

for “fifty thousand” substitute—
“one lakh”.

(ii) Page 4,—
after line 24, insett—

“Provideq that the Income-tax
Officer shall grant the certificate
within fifteen days from the date
of the application and if no cer-
tificate ig granted ang ng reply
is given within fifteen days from
the date of the application it will
be presumeq that the certificate
is granted.” (2)

Sir, this amendment is to clause
10. In clause 10, there are some res-
trictions put on registrafion of trans-
fers of immovable property in certain
cases. My submission here is that
instead of Rs, 50,000 it should be
made Rs. 1 lakh and this amendment
should be made:

“Provided that the
Officer shall grant the certificate
within fifteen days from the date
of the application and if no certi-
ficate is granted and no reply is
given within fifteen days from the
date of the application it will be
presumed that the certificate is
granted.”

Income-tax

The hon, Finance Minister has just
assured now angd also he did in the
beginning of his speech that he will
mention the time-limit in the rules.
But instead of mentioning the time-
limit in the rules, why does he not
mention it in the Act itself?

1531 hrs.
[SHR KHADILKAR in the Chair]

Sir, T have seen cases under the
Indian Registration Act where the
people try to avoid the duties and the
court fees. Instead of valuing the
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property at Rs. 50 lakhs, they make
sub-divisions as part 1, part 2, part 3
and so on of the same building and
value them at Rs, 50,000 and Rs. 30,000
and Rs. 20,000 and like that. They
avoid the court fees and they avoid
the registration also. So, my sugges-
tion here is that instead of Rs. 50,000
it should be made Rs. 1 lakh. Then,
Sir, here they have to obtain the
clearance certificate from the Income-
Tax Officer. 1 have seen cases under
the Wealth Tax Act where whenever
a certificate is requireq from the
Income-Tax Officer that no arrears
for the last year are pending, they are
pending for two years or three years
or even four years and then there is
no registration if there is no clearance
certificate from the Income-Tax Offi-
cer. 1 think that will be harassment
and the persons who want to purchase
the property and the persons who want
to raise money by selling the property
will suffer by this. So, there should
be some time-limit fixed, that is, if
not 15 days, 30 days or it may be
two months. We know that in the
Income-tax officeg there are heaps of
cases pending, one thousand to two
thousand cases. When the man goes
there, the clerk finds out the file and
he puts it before the Income-Tax
Officer and then after 15 or 20 days
the man again goes to the office and
comes back. There is a proverb:

“faar @ aw A @ FN AT,
@ wEr § o, wwen ¥\

wota @ifée g v =ifegd,
wq g =rfgd 9 gfe 97 & TR
¥ quFT T, A @ AT g oI

¥ anrd Sar @ g wifgd o

qar T § At ewdwm ¥ wifew

HoFear ¥ w9 F wow W
This is the proverb. So, I think, some
time-limit should be given. Only the
assurances will not do. Some time-
limit should be fixed so that the per-
sons may know that they will get the
clearance  certificate  within the
month or two months or three
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months, whatever the time-limit
the hon. Finance Minister wants to
fix. He gave ap assurance in the
beginning and today also he has given
an assurance. That means, he realises
the difficulties. But I do not know
why he does not accept my amend-
ment—if not 15 days, let it be 30 days.

Shri T. T. Krishnamachari: Sir,
I mentioned that the question of
time-limit will be covered by the rules
and the rules will come before the
House. They will be placed on the
table of the House. So far ag the
raising of the limit is concerned, from
Rs. 50000 to Rs. 1 lakh, he himself
has mentioned that limit and there
are various cases where the limit is
much lower. Having said that, I do
not think one could ask for the limit
to be raised. I am unable, therefore,
to accept the amendment.

Shri Bade: What will be the timc-

limit?

Shri T. T. Krishnamachari: We
will mention it in the rules and we
will place them on the table of the
House,

Mr. Chairman: Now, I shall put
amendments No, 1 and 2 moved by
Shri Bade to the vote of the House.

Amendments No. 1 and 2 were put
and negatived.

Mr, Chairman: The questinn_ is:

“That clause 10 stand part of the
Bill."”

The motion was adopted.

Clause 10 was added to the Bill.

Mr, Chairman: There are no amend-
ments on clauses 11 to 17.

The question is:

“That clauses 11 to 17 stand part
of the Bill."

The motion was adopted.
Clauses 11 to 17 were added to the Bill.
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1531 hrs, O IW W ogAd N yEw ¥
& wowar § fr sy fafeee e

ot w¥ : 1 bog to muve. ag W fis gr @ 2t ww fr
wizw 3u ® g Afew 2 fear 9w

“Page 7,— o1 Tt I g HPeamw s

after line 39, ingert—

“(4) Before imposing the fine the
Commissioner shall gerve the con-
tractors with notice to show cause
why he should not be fined and
after hearing him the Commissioner
will make an order.” -

means the

Explanation—"contract”
contract as defined in the Con-
tract Act 1872." (3)

& ¥ v @ wielie ¥ g7 wwr @
f& sfamT sdwez 1 50 TaT ™
T BRA FE ¥ @Y I B A F
ffew @ w7 gan wfgr o S
aot @€ 27 #7 Ther AT =ifew
¥ Afew T w7 g1 w7 fF @ 7@
o fe 39 o O wgw w6 oA
v w< famr o 7 afe g s e
sfAfer i oA adar iy
CRE SToHE g AT & | 9K aw
fr ag o = 9w wift ¥ w7 5
¥ qrA aran g @ w1 9w A @
g § | 7 Fg fewr omar @ feqw A
wive < fow ¢ 1 9fw ow A &
wT g9 7 v e ) &Y
TR JH 9 AT WA TN e
mr ) & wgar f R oo F oW s
Afew & =yeq AT wTfgd 1w
%7 g qrarw faw § fF 9 frdt #r
T & oreft § O war X ¥ 0@y I«
¥ AT YRT § W W ¥ g@r v
¢ fe ag xawmd f 3 ag war it A
& amr | Tw W g ¥ A § oA
Whaft P ¥

&w T ¢

% ¥ IR ¥ W@ ¥ ag faam
e -

“285A, (1)
(hereinafter referred to as the con-
tractor) enterg into a contract for
the construction of a building for,
or the supply of goods or
services . . ."

Where any person

ug Wiz W G #1 3T g W
g § WX g wF e 1w
oy aismefe
g iz @ B v § e oag
crfegfer w3 & ) Tw ¥ it &
o 35 51 & B a1 Sy af
§ ¥R Wiy ag waws § fr wéw
sroforr a1 s @ ag @
fe famer &9 ¥a® w01 &1 & T|@
50,000 ¥ $3% W 25,000, 25,000
& & ZHE) § M T X § W} 99 g
# 3w ® feda ¥ At ge@ 7
o ¥ cawwdsw W1 ¥ 39w wEwA
iy W qufer @ ¢ fe g
g @ i §, T i fafeat
@ & § ford fr 78 dww o 3w W
ax § 1 < arey & wrgan § v woerS-
& T w1 N garwr s fafrex
|TER A ITrAT § A X I B 0
FAIFEH AT W §
g § i wiwe # dwf o
W are € a1e afx 9@ &7 a9 Y
99 ¥ 93N I¥ FA ¥ &7 W Fw
Aifew wawr w9 firgr omg | W T
¥ & ¥ qg witwde far §
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Shri T. T Krishnamacharl: 1
think the hon. Member does not
realise that before a Commissioner
p.oceeds to levy a fine under this sec-
tion, he will certainly have to ascer-
tain the facts to justify the levy of
the fine.

The information is to be furnished by
the contractor as prescribed by the
rules and the provision will have to
be made for various items for which
information has tp be furnished.

The facts relating to those items wil]
be within the contractor's know-
ledge. T think, therefore, that there
is no need for a specific provision here
such ag the one suggested.

Then, my hon. friend may probably
be confusing penalty with fine. If it
is a fine. then the circumstances are
different. That is why section 131 of
the Act does not provide a specific
appeal such as the one that is provi-
ded for penalty. However, a provi-
sion could be made in the rules re-
quiring the commissioner to give the
contractor a reasonable opportunity
of being heard before levy of a fine.
In the circumstances, I find myself
unable to accept the amendment.

Mr. Chairman: I shall
amendment No, 3 to vote.

now put

Amendment No, 8 was put and nega-
tived,
Mr. Chairman: The question is:

“That clause 18 stand part of
the Bill,

The motion was adopted.
Clause 18 was added to the Bill.

Clauses 19, 20 and 1, the Enacting
Formula and the Title were added to
the Bill

Shri T. T. Erishnamachari:
to move:

“That the Bill be passed”.
Mr. Chairman: The question is:
“That the Bill be passed”,
The motion was adopted.

I beg
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PRESS COUNCIL BILL

The Deputy Minister in the Ministry
of Information and Broadcasting (Shri
C. R. Pattabhi Raman): I beg to
move:

“That this House concurs in the
recommendation of Rajya Sabha
that the House do join in the Joint
Committee of the Houses on the
Bill to establish g Press Council for
the purpose of preserving the libe-
rty of the Press and of maintain-
ing and improving the standards
of newspapers in India, made in
the motion adopted by Rajya
Sabha at its sitting held on the
15th September, 1964, and commu-
nicated to this House on the 17th
September, 1964, and resolves that
the following 30 Members of Lok
Sabha be nominated to serve
on the said Joint Committee,
namely: Shri Peter Alvares, Shri
C. K, Bhattacharyya, Shri N, C.
Chatterjee, Shri Tridib Kumar
Chaudhuri, Shri Yudhvir Singh
Chaudhary, Shri C, Dass, Shri L.
Flayaperumal, Shri Ansar Har-
vani, Shri T. D, Kamble, Shri
Cherlan J, Kappen, Sardar Kapur
Singh, Shri M, K. Kumaran, Shri
Nihar Ranjan Laskar, Shri Shiv
Charan Mathur, Shri Mathura
Prasad Mishra, Shrimati Sharda
Mukeriee, Shri Mohan Nayak,
Shri Man Sinh P. Patel, Shri
Kishen Pattnayak, Shri Shivram
Rango Rane, Shri Sadhu Ram, Shri
Shram La] Sarat, Pandit K. C.
Sharma. Shri Shashi Ranjan, Shri
Vidva Charan Shukla, Dr. L, M.
Singhvi, Shri Tula Ram, Shrj S.
Veerabasappa, Shri Virbhadra
Singh, and the Mover.”,

In 1952, as the House is aware, the
Government of India appointed a
high-powered Press Commission to
enquire into ‘the state of the press
and its present and future lines of
development’. The House is also aware
that this commission was presided



