4897 Motion for Adjournment

TLk: Minister
Natural Resources and Scientific re-
search (Maulana Azad): I do not
think there is any necessity for it
after Mr. Girl's statement.
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Shri V, V, Giri: I submit, Sir, in viewV

of the fact that an Adjudicator has
already been appointed, if further in-
formation is required it is better that
the Production Minister, who is in
full possession of the facts, states
them tomorrow.
tomorrow.

Mr. Speaker: So even for the
ap hour discussion let us wait till
iomorrow when the Production WMin-
ister will be here. I believe the hon.
Member’s point is gained by making a
statement in this House as to why be

of Education and°*

He will be present,

half -

wants an adjournment motion, .

Dr. S. P. Mookerjee: 1
make one submission on what the hon.
Minister said. Technically he is
correct that the inittative has to be
taken by the Madras Government
since it is situated in the State n?
Madras. But what brmzq it nearer to
the Government of India is the fact
that the Government of India is the
employer, and if the Government of
India agrees not to dismiss these eight
hundred and odd people immediately
but to keep them in service till the
adjudication is completed, there will

can onlyv

be no strike and there will be peaceful-

settlement. And that is a matter on
which the Government of India will
have to decide. If that decision i

takerr there will be no trouble at all. v
Mr. Speaker: The little tulk we hadv

has already gone to achieve his qbject.
The Government will bear that in
mind and do whatever they like.

Shri K. K. Desai (Halar): May I

know when this Adjudicator was
appointed by the Madras fSovern-
iment?

Shri V. V. Giri: About three days
ago.

Mr. Speaker: Then there does not
seem to be any occasion now..

Dr, S P. Mookerjee: Sir. the I'rime

“?Mnmster is here now and perhaps he

can dispose of the matter more quick-
ly and expeditiously.

v

-
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Mr. Speaker: 1 do not think we !
need take more time on this.

'd
Dr. S. P. Mookerjee;: Can we not
have the discussion today? Tomorrow
they have declared their intention to y
go on strike,

Mr. Speaker: 1 do not see as to how*
ony discussion is going to turther
matters towards the end we have in
view. The hon, Member has already
invited the attention of the Govern-
ment to the demands of labour and
pressed upon the Government the
urgency and seriousness of the matter.
It is said that an Adjudicator has
been appointed. Let us see what
the hon. Minister of Production has
to say tomorrow—if at all he wants to
say anything. But now there does
not seem to be any occasion for pur- .
suing this.

Shri Nambiar (Mayuram): If before
{omorrow evéning a better under-
standing could be reached that would
be better.

Mr. Speaker: For that it would be
better if they have a discussion with
the hon. Minister concerned outside
the House and not in the House.

Shri Nambiar: That we have
continuing to have.

been

Mr. Speaker: That disposes

of the ./
adjournment motion.

INCOME-TAX NAMEND- v+
MENT) BILL

INDIAN

Mr. Speaker: We now come to the
Indian Income-tax (Amendment) Bill.
The general discussion will take place
today and at the end of the day the
motion will be put to the House as
has been decided or recommended—
which recommendation we should
take ag binding* on us—by the Busi-
ness Advisory Committee * and the
clause by clause reading will teke
place on the 23th and on the 27th. In
al! three days are fixed for this.

Shri M. S. Ghrupadaswamy (My-
sore): Only one day for the general
discussion?

Mr. Speaker: One day has been
decided by the Business Advisory
Committee on which all parties are
represented Let us have a conven-
tion..

-
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Dr, 8. P, Mookerjee (Calcutta South-
East): Some of us felt that four days
would be necessary for this Bill. Ana
I had suggested that instead of three
days for the PEPSU Bill we mignt
1educe it by one day and have an
extra day here. "

Mr. Speaker: Is it agreed that the
PEPSU budget will be finished in the
two days?

The Minister of Parliamentary
Affairs (Shri Satya Narayan Sinha):
Government have no objection.

Mr. Speaker: Then there is no
objection, But later on, in respect of
the PEPSU budget, it should not be
said “we had no idea about the poini3
involved and the time is not ennugh”.
We must be very clear on that.

Shri Punnoose (Alleppey): I suggeést
that a decision may not be taken
regarding this now. The time lmit
for the PEPSU budget my be taken
after this,

Mr. Speaker: 1 am merely trying to
adjust the convenience ana wishes of
Mcmbers. I am not giving any ruling.
Ag regards the PEPSU budget, perhaps
Sardar Hukam Singh might enlighten
us on that point.

Sardar Hukam Singh (Kapurthala-
Bhatinda): I wish only to say that the
time that is allotted for the PEPSU
bhudget should be reserved for that
vurpose.

Mr. Spedker: The programme given
here is two days for the PEPSU bud-
get. and for the PEPSU (Delegation of
Powers) Bill one day. So in all three
days are allotted.

Dr. 8. P. Mookerjee: Let us have it
half and half—two and a half days
for that and half a .day extra for this.

Mr. Spesker: I believe Government
are agreeable to that?

The Minister of Finance (Shri C. D.
Deshmukh): I was going to suggest a
compromise, namely that we might
carry on this discussion for the whola
of today and that I might reply to the
debate first thinz on the 25th morning.
Then we might take up the amend-
ments. I think the amendments will
not thke very long. I have received
notice of sixteen amendments. Some
of them are. sort{ of, consequential to
one another. And there are only two
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or three important poinis which are
involved in those amendments. 1
myself am inclined to think that twou
days will be too much for the amend-
nents. :

Mr. Speaker: That clarifies the
position,

Shri C. D. Deshmukh: One .and a
half day we might have for the con-
sideration, It will be more convenient
to me also.

Mr. Speaker: One and a half day
—extend it if you like—for the con-
sideration and one and a half day
for the clause by clause reading. And
the whole thing we will it in three
days. On this understanding let us
proceed.

'

Dr. 8. P. Mookerjee: If we can get
half a day from the time for the
PEPSU budget it will be better.

Mr. Speaker: We will proceed on
this understanding. We will see later
on.

Shri C. D. Deshmukh: I beg to
move:

“That the Bill further o amend
the Indian Income-tax Act, 1022,
as reported by the Select Com-
mittee, be taken into considera-
tion,”

MR, DEPUTY-SPEAKER in the Chair],

When the motion to refer this Bill
to Select Committee was made on the
9th July last I said that the mnrain
features of the present Bill were that
it contained a number of beneficial
provisions. Now, the Bill contains 31
clauses of which the first two relate
to commencement and definitions.
Out of the operative clauses of the
Bill fourteen are beneficial, eleven are
procedural, administrative or merely
clarificatory, and the remaining few
are designed to check evasion of
taxes. Therefore, in my opinion,
there is hardly anything in this Bill
which raises any serious controversy
except the two or three points to
which I referred a ‘little while ago in
general terms. Moreover, the Bill
has had the benefit of very careful
and. I might almost say. meticulous
examination by a twentysix-man
Select Committee. There were in all
nine sittings of the Committee and
the time taken was about twenty-seven: -
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. hours. On an average about twenty
Members attended the meetings. They
have therefore devoted about 540
man-hours in the deliberations over
this Bill. So the Bill as it emerges
from Select Committee is the result
of very close scrutiny, and I am
grateful to all the Members of the
Committee for the very
and interesting discussions
were contributed by them.

which

" The' House will have noticed that
the provisions have been further
liberalised wherever it was possible
to do so. . The report of the Select
Committee was presented to the
House on the 7th November 1952 and
the Bill as amended by the Com-
mittee has been before the House for
a fairly long time. It is therefore not
necessary to go into all the details
and I shall only deal briefly with the
important changes suggested by the
Select Committee.

Now, first the commencement
clause. Clause 1 relating to the
extent and commencemernt of the Bill
has been modified to make it clear
that the substantive provisions .of the
Bill. except where specific retrospec-
tive effect is given, to a provision,
come into force with effect from the
assessment vear 1952-53, and that ‘the
procedural provisions apply to pend-
ing cases also. This conforms to the
general rule of construction of

statutes

Then in regard to the ‘previous
year’, some slight change has been
made by the Select Committee to
make it clear that the previous year
of a firm will be the previous year of
a partner of the firm also in respect
of his share therein, ounly where the
firm itself has been assessed as a
unit. Where the firm is not separate-
ly assessed, the partner can include
the firm's share in the ‘previous year’
adopted by him,

In regard to this definition of the
‘previous year', some apprehensions
were expressed in the Select Com-
mittee whether under the amended
definition. it would be open to a new
business to adopt in the first year a
‘previous year’ exceeding twelve
months as at present. To make the
position clear I may say that where a
business is started in the preceding
financial year and it makes up its
accounts for a period exceeding
twelve months, then such a case
would be governed not by clause (c)
of the definition, but by clause (b)

<and a ‘previous year’ longer or less
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. than twelve months could be adopted,
provided it was not designed i0 evaae
any income-tax by including losses, or
excluding profits of a later period.

) Then I come to the clauses govern-
ing the exemption of incomes of
charitapble institutions. -In brief, the
changes made by the Select Come-
mittee secure that:

(1) the income is exempt even if
it is not applied to religious
or charitable purposes in one
year, but is accumulated tor
application for such purposes
sbsequently;

(2) the charitable purposes should
notmally relate to something
done within the taxable
territories and that in cases
where such purposes are
without the taxable territori-
es, the income will not be
exempt, unless the Central
Board of Revenue grants the
necessary exemptlion;

(3) the exempted income is iiable
to tax when it is diverted to
any other purpose or ceases
be set apart for religious or
charitable purposes,

The question was raised whether
scholarships granted to Indian Na-
tionals for studies abroad would neot
lose the exemption on the ground that
this did not relate to anything done
in India. I can assure the House
that so long as this is proved to be
done for the benefit of the country,
the exemption will be available in
respect of the amounts spent on such
scholarships. ' ’

Then there is the question of the
exemption of the daily allowance paid
to Members of Parliament. In the
Bill provision had been made for the
exemption of daily allowance of Mem-
bers of Parliament up to the 1st April
1952. In view of the subsequent
developments, the Committee thought
that the allowance should be exempted.
whether it became due before or after

that date. I am inclined to think .
that this amendment will probably
not be unwelcome to hon. Members

of the House.

Then, I proceed to the question of
the appeal against the Inspecting
Assistant Commissioner’s order swhen
exercising the functions of an income-
tax officer. In the Bill it was provid-

.-ed that where an Inspecting Assistant
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* Commissioner made an assessment
tunctioning as an income-tax officer,
the appeal should be heard direct by
the income-tax Appellate Tribunal.
The Select Committee desired that
the existing right of a first appeal to
the Commissioner should not be dis-
turbed. 1 take this change made by
the Select Committee as a tripute to
the department and as an Indirect
1eply to the critics who say that the
first appeal to the Department is
practically useless as the department-
al appellate authority merely supports
the assessing officer, If I may say so,
about 90 per cent. of the small appeals
are settled by the Department to the
satisfaction of the appellants. This
machinery of appeal, although within
the Department, ig given absolute
discretion and independence in the
matter of deciding appeals in a judic-
jous manner.

The next question is that of the
continuance of proceedings by a
succeeding income-tax authority, The
Select Committee has given the asses-
sees, the option to demand a re-hear-
ing of the whole or part of the pro-
ceedings whenever any proceedings
under the Income-tax Act are taken
by a succeeding authority. To safe-
guard the time-limit in such cases it
has been provided that the time taken
in re-hearing will be excluded for
purposes of computing the time-limit
for completing the assessment.

There was a great deal of discus-
sion in regard to the question of the
President of the Income-tax Appell-
ate Tribunal. In the Bill it was pro-
vided that the post of the President
of the Appellate Tribunal should be
‘open also to an accountant member
as there was practically no difference
in the appellate functions performed
by an accountant member and a
iudicial member. The Select Com-
mittee thought it fit that the Presi-
dent must always be a judicial mem-
ber, A statutory bar to the appoint-
ment of an accountant member as
the President in any circumstances
might create administrative difficulti-
es and unnecessary discontent among
the accountant members. 1. there-
fore. welcome the amendment tabled
bv Shri Hari Vanayak Pataskar to
the effert that the President would
onrdinarilv be a judicial member and
in duc course T would commend this
to the acceptance of the House.

The néxt auestion 7 come to is the
anestinn of the actual cost on which
depreciatlon is chargeable. As re-
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gards that, it was provided in the Bill
that depreciation would be worked
out on the basis of the actual cost
porne by the assessee, excluding the
amount he may have received from
any other source. The reduction in
attual cost will now be confined to
any amounts received directly or
indirectly from Government or from
any public or loca! authority. No
reauction will be made from actual
cost for sums received from any other
source for meeting the cost.

Then there is the question of the
extension of the exemption under
Section 15(c) to small new industries.
‘To enable small new industries to
take advantage of the exemption
under section 15(c) of the Income-tax
Act, the requirement of employing a
specified number of workers has been
turther liberalised by the Select Com-
mittee. Any new manufacturing con-
cern run with the aid of power and
employing ten or more workers or
any such concern run without the
aid of power and employing twenty
or more workers will now be entitled
to exemption according to the report
of the Select Committee.

I come to Section 18A in regard to
the interest payable by Government.
On the instalments of tax paid, the
Betect Committee was of the view
that Government should continue to
oay Interest after the 31st March
1952 on the amount paid in excess of
that found due on regular assessment.

In regard to the assessee’s right to
elaim determination of loss for ™ the
purposes of a carry-forward, we found
that there was a lacuna in the eXist-
ing law and an assessee who incurs a
loss would not file a return voluntari-
Iy nor was the income-tax officer
pound to serve him with a notice call-
ing for a return of. income. The
amendn,ent now made gives him the
right to claim the determination of
the losses and to file a loss return
pefore the exviry of time given in the
gencral notice issued every  year
nefore the Ist of Mdy. The loss
return can also be filed later if per-
mitted by the income-tax-officer, As
for the right to claim determination
of Joss for and upto the assessment
year 1952-53, instructions will be
{ssued that returns received for some
time after the nassing of ‘the Bill
should be regarded as having been
made in time

As regards the power of the income-
tax officer ‘o call for information, the
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Select Committee has also imposed
amijations on the powers of the
mcome-tax officer to call for informa-
uun  ana wealth statements. The
iniormation must be for the purposes
u1 assessment and the wealth state-
ments could be called for only with
‘ne previous approval of the Commis-
si0ner.

Then as regards impounding of
PooKs by the income-tax authorities
Lo eliminate any hardship to assessees
hy reason of the retention of books
for a long time, it has been provided
inat if It is necessary to retain them
tor a period exceeding 15 days. the

Commissioner’s approval should be
“btained.
‘‘hen a provision for purchasing

‘cigar’  certuica’es betore a  person
wawves India has been imade to sate-
guard tne .1nterests of revenue. In
maxking excepuions to this require-
ment. the Government will see that
exceptions are made somewhat liber-
ally 10 cover minors, passengers in
rransit, members o1 diplomatic Mis-
siuns and employees of the Central
and State (Governments., Arrange-
ments will also be made to secure that
certificutes are issued as expeditiously
as possible and in the case of domicil-
ed persons. they would be issued free-
ly unless there is some reasonable
apprehension that they may not
return to India. The Select Com-
mittee has omitted the criminal lia-
bility of the carrier and Rgiven dis-
crimination to the income-tax officer
to recover the whole or part only of
the tax from the carrier,

In regard tu unilateral relief in
respect of tax paid ou foreign income,
in providing any such relief to a
residenl person whose foreign income
is assessed in India, it has been made
clear that in determining the rate of
foreign income-tax, the excess profits
tax or the business profits tax impos-
ed by the Government of that country
will also be taken into account.

Then, there is some change in re-
gard to the management expenses in
the case of life insurance companies.
In the Bill the managenrent expenses
permissible in respect of renewal
nrenia were increased  from 12 per

cent. to 15 per cent. The Select Com- -

increased 15 per cent. to

mittee has
admissible

such percentage as is
under the Insurance Act. This will
enable new companies with small
business ‘o get management expenses
upto a maximum of 20 per cent. of the
renewal premia. This amendment
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s has retrospective effect from the

assessment year 1951-52.

The provision validating the assess-
ment made and the notice issued
under section 34, as amended in 1948,
was included in the Bill in consequ-
ence ot the judgment of Mr. Justice
Bose o1 the caicutta High Court in
wnicn hé held tnat this section did
not apply to the assessments relating
to the years prior to 1st April, 1848.
‘1n1s provis.on was vehemently object-
ed to by an hon. Member when the
motion 10 refer the Bill to the Select
Canimittee was made in the House.
‘I'nere was a view that Government
should not resort to such legislation
until the highest court had given its
judgment For the information of the
House, 1 may state that the judgment
ol wr. Justice Bose has been upset
by g Rivisinnal Bench of the Calcutta
High Court on the Appellate side con-
sisting of the Chief Justice and Justice
Sarkar who have 'said that this was
a short and simple point and that the
notices issued for the preceding years
under section 34 as amended in 1948
are quite wvalid Now that the court
has upheld the view of the depart-
ment, it might be said that this pro-
visian was no longer necessary. We
sre, however, advised that there is
n) harm in retaining this provision
which now remains only for the re-
moyal of doubts, It confirms the
view that the department has always
taken, and which is now upheld by
the Calcutta High Court. The reten-
tion of this clause will be helpful in
avoiding unnecessary litigation on the
part of some assessees who have the
power and may still agitate the matter
in another High Court.

Before I conclude, I may refer to
wgotner oenenclal amendment which
I propose to move which has been
rnecessitated by some observations
made in a recent judgment of the
Supreme Court in the case of the
Anglo-French Textile Co. Ltd. The
Sypreme Court has taken the view
that the carry-forward of lusses
under the head ‘“‘business” to a sub-
sequent year would be permissible
only if the loss was set off first in
the year in which it was incurred
against income from any other head.
If there was not any other head of
income. *hen the loss could nnt bhe
carried forward. This was never the
intention and the amendment propoe-
ed is in favour of assessees with a
view ta claritying the sftuation that
even if an uscessee has no othér head
of income. the loss incurred under
the head “business” would be carried
forward under section 24(2).
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1 have covered almost all the im-
portant changes maae by the Seleut
Committee and with these observa-
tions, I move,

Mr. Deputy-Speaker: Motion moved:

‘“That the Bill further to
amend the Indian .- Income-tax
Act, 1922, as reported by the
Select Commrittee. be takén into
consideration”.

Shri N. C. Chatterjee (liooghly):
This Bill is to a large extent based

on the recommendations of the In-
come-tax Investigation Commission.
The House may remember that this
Commission was appointed as a
result of a statute passed by the
legislature, the Taxation of Income
(Invesiigation Commission) Act of
1947 and the terms of reference were
that it should make suitable recom-
mendations with regard to the pro-
cedurc for assessment and collection
of taxation so as to prevent evasion
thereat. Now this kind of legislation
is bound to touch the business com-
munity and the general tax-payers at
many points and Parliament should
be particularly careful in seeing that
al*hough it has the strength of a
giant, its power should not be exercis-
ed lika a giant.

A heavy responsibility rests on this
House to see that the tax dodgers are
not allowed to escape, and at the
same time, that injustice is not done
and that the department acts with
fairplay. Unfortunately we have to
admit it with great regret. there is a
feeling hoth among the business com-
munity and also among the taxpayers
generally that the department in spite
of their very wide and somewhat
uncontrolled powers. have not been
able to get at the big tax dodgers,
but that the administration has to
some extent proved an instrument of

. harassment and persecution of the
« ordinarv tax-paver. We have got to
find out some suitable svynthesis
between evasion and eifiviency and
hotween  vigilance and fairplay and
o Justice,

. 1 think this House should publiclv
acknowledge and pav its tribute of
gratitude to Justice Varadachari and
the Membhers of the Commission for
their verv painstaking and thorough
and conscientious revort. T find ‘.r,hat
some nf the tax-payers’ assoriations
have said that the report of the

\ Investigation Commission has heen
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essentially in the nature of a Juuge's

summing up of the counsel’'s argu-
ments. That is not quite fair. The
Ex-Chief Justice ot India, as well as

a Judge of great experience of the
Bombay High Court, and a very able
admunistrator, who was associated
with the department in diverse capa-
cities, have done a thorough good job.
They have made a painstaking scarch
and probed into the problems with
that detachment and that impartialitly
which is expected of a tribunal of
this eminence. They have done a

" great service to the State.

What is to some .extent regrettable
is this. Although the recommenda-
~tions which went to tighten up the
machinery have been accepted, some
ot tne recommendations which were
meant to mitigate the rigours of the
iaw and which were meant to secure
justice to the taxpayer and the asses-
see have not been accepted and im-
plemented. The feeling naturally is
one of disappointment and it will be
shared by the business community.
that this Parliament, if it passes this
legislation in this form. is really pick-
ing and choosing and is enforcing the
recommendations for one purpose.
namely, to tighten the plugs and that
it is not doing what is fair, what is
just and what is reasonable, namely,

that it is not giving effect to those
recommendations which were meant
to help the aggessee and to bring

about an atmosphere of justice and
confldence and impartiality in the
administration, particularly the asses-
e:ng branch.

You may rememnber. Sir, that on
one point the Commission was unani-
mous: that is. as to whether the
Appellate Assistant Commissioners
should continue to be subordinate to
the' department or should go directly

under the Appellate Tribunal. The
Bill. as it has emerged from the
Select Committee. still continues the
old unsatiefactorv feature of the

subordination of the Avvellate Assist-
ant Commissioners to the department.
I sl hope that the House will see
that that is weeded out and the rea-
rommendatinn of the Commission is
arcentrd  What did the Coammiscion
d0? The Commiscion said.—this i< a

“verv imnortant voint and I am read-

ing from the report, page 317.—

“There was some ground for
misgivings that Appellate Assict-
ant Commissioners might be anx-
{rus to nlease the executive heads
nf the depar'ment and that their
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decisions in
some extent, be
consideration.”

appeals might, to
influenced by this

That was only natural; throughout
India this misgiving prevailed and
this misgiving even today prevails.
Theretore. in 'he questionnaire that
was issued by the Commission, ques-
tion No. 57 asked specifically whether

these Appellate Assistant Commis-
sioners should be removed from the
control of the Central Board of

Revenue and whether they should be
placed under the con*rol of the Tri-
bunal or the Ministry of Law. Now,
the interests concerned were practi-
cally unanimous in the answer to this
questionnajre—at least *to this portion
and the report said in para. 318:

“As regards the first point,
ovinion was practically unani-
mous that Appellate Assistant

Commissioners should be removed
from the control of the Central
Board of Revenue.”

They further say—an Ex-Chief Jus-
tice of India. Justice Rajadhyaksha
and a Member of the department were
making this recommendation unani-

mously, I am reading from para.
319— '

“We think that the experiment
begunein 1939 should be carried
torward and Appellate Assistant
Commissioners should be removed
from the control of the Commis-
sioners and the Central Board of
Revenue and placed under the
Appellate Tribunal. Their leave,
transfer and posting should be in
the hands of the Tribunal.”

We regret to see that

this réecom-
mendation is not being

implemented.
:{ This recommendation, I am sorry to
‘fay. has been characterised by one
ember of the present Commission in
‘/language " which I think is not quite
/ proper and not quite respectful. He
said that Justice Varadachari Tom-
mittee had made a doctrinaire
approach. It is not a doctrinaire
approach. With confidence I maintain
that that is not a fair way of describ-
ing ‘he Report, How could it possibly
be expected that the Appellate Assist-
ant Commissioners. vested with judi-
cial functions. will discharge their
duties oroperly. if you make their
leave. their promotion, their future
prospects and their. transfer deoend
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. upon the sweet will of the - depart-

mental’ head? Therefore, they should

be removed from the control of the
Centrai Board of Revenue. Some-
t'mes a reference is made by the

Government of the countrv i, a parti-
cular High Court and the Chief Justice
and other Judges or a Full Bench de-
cides something on a particular point.
I have never known the uext Chief
Justice or the succeeding Judees say
that their predecessors had not ade-
quate knowledge and that they did
‘something which was not aiite right.
Thig present Investigation (fommission,
not jointly, but one of the Meinbers.
has said that the Justice Varadacheri
Committee had not the adequate know-
ledge of the working of the depart-
ment, That is a very very strange
statement to make. Here was the
Chief Justice of India, who was a
Judge of great experience *:d a law-
ver of standing; not only that, Justice
Rajadhyaksha had somethii:g t0 do
with Income-tax cases: and there was
a very exnerienced mzmber of the very
department, who had himself necen a
Commissioner, and who had occupied
very responsible positions ia this de-
partment itself. Some of the present
Members now say that tiieir predeces-
sors were wrong in making this doctri-
naire approach because they hac not
the adequate knowledge. That is not
correct, One Member has said, that
if you have this recommendation im-
plemented. that wou'd be iogical. that
would be proper, that wculd make
them full-fledged Judges. lhat would
make the judiciary indepenrdeni and
so on. He says, remember, ther, in
every case when an appeal romus up
before the Appellate Assistant Com-
missioner, the department will have
to send a special represen‘ative and
that would add to the cost and create
administrative difficultics. I hold it is
a healthy reform. The costs and ad-
ministrative _ difficulties, 1 am quite
sure, if the Finance Minister wiches,
can be easily removed and thev have
got to be removed in the interes:s of
Jjustice and fair play. Will you not
admit this. Sir; every Member of the
House will realise what is happening
today, why the civil judiciary com-
mands and inspires coniidznre threugh-
out the country? The sarie thing is
not correct about the criminal mogis-
tracy because, the Subordinate Judges
and .District Judges are functioning
under ‘the High Court. And, there-
fore, they are absolutely free from
any possible influence or bias or con-
trol or dictation by the executive—not
that the executive in every case would
abuse their position or comoel them to
do something against their conscience
but Chief Justice Varadacharias and
. his colleagues have said that what is

-
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most important is not only that justice
shold be done, but justice should
manifestly seem to be done. They are

saying:

“But on the princiole that not
only thould justice be done but
that it should appear to be dox}e
and should inspire confidence in
the persons concerned, We think
that the present system reqjuires
alteration.”

With great respect I submit that this
is the correct view and_ this flcuse
would be stultifying ° itself if it does
‘not accept that view and does nut
implement that recommendation.

.

You may remember that was also
one of the directive orincinles of the
Constitution which we have solemnly
enacted. What they are saving Is:
“Implement that directive principle of
the separation of the judiciary fm_m
the executive.” And you kaow. Sir,
in actual life that this is what has
been continually emphasized by every
one who has had anything to do with
Courts of law or administration of
justice. And this insistent demand
hag come from every siungle platform.
At every session of the Indian Nationa!
Congress, year after year, this was the
annua] function which the Congress
was discharging. Every single political
organization in India has been conti-
nually clamouring for the separation
of the judiciary from the executive,
and even today we know ‘wtat is hap-
pening. There are lapses in the ad-
ministration of justice because the
Magistracy is still functioning under
the Home Ministry or undes the execu-
tive of the country.

This is not a doctrirmire approach.
Why do you still say that British judi-
ciary and British administration of
the law is at the top? Because, Sir,
the essential principle jx:

«Nemo debet esse Judex in pro-
pria fua Causa”—(No man can
be judge in his own cause).

You remember T.ord Can*_lpbeH's great
judgment when he set aside the judg-
ment of his predecessor T.ord Cotten-
ham who was the Lord Chancellor of
England. because he delivered judg-
ment in a case in which a company in
which he was a shareholder, holding a
few shares, wag involveld It was
absurd to say that Lord Cottenham
would be at all influenced by the fact
that he was ho'ding a few shares, for
£10 pr £15 in a varticular company.
But Lord Campbel] said:
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“It is of the last importance
that the maxim that no man is
to be a judge in his owa cause’
should be held sacred, And that
ds not to be confined Lo a cause in
, which he is a party, but applies to
to a cause in which he nas an in-
terest............ We have agam and
again set aside proceedinzs in in-
terior tribuna's, because an indivi-
dual, who had an interest in a
cause, took a part in the cecision.
And it will have a rnost salutary
etfect on these tribunals when it
is known' that this High Court of
last resort, in a case in which the
Lord Chancellor of England had an
interest considered that his decree
was on that account a dJdecree not
according to law, and should be
set aside, This will be a lesson
to all inferior tribunals to take
care, not only that in their dacrees
tney are not influenced by their
personal interest, but to avoid the
appearance of labouring under
such an influence.”

The same thing Lord Hewart has
said in a recent case where he set
aside on a writ of certiorari the judg-
ment of some Magistrates simply be-
cause the clerk or Registrar of that
Court happened to be a 1iember of a
Solicitors’ firm, and the other partner
of that firm had something to do with
that particular case in another capaci-
ty. The Registrar happened to 2o to
the Judges’ chamber whén the Judges
were holding a consultation among
themselves. He only went there.
The Judges affirmed an zMdavit that
the Registrar never spoke to them.
The Registrar affirmed an aflldavit
that he never had any conversation. in
fact, with the Judges. Yet, Lord
Hewart said: “I must set aside the
order. That is not British jurispru-
dence or British justice or any re-
rognition of the fundamental princi-
oles of justice.” He says:

“It is said, and. no doubt, truly......
—] am reading Lord Hewart's judg-
ment—

,

o that when that gentleman
retired in the usual way with the
justices, taking with him the notes
of the evidence in case the justices
might desire to consult him, the
justices came to a conclusion with-
out consulting him, and that he
scruoulonsly abstained from refer-
ring to the case in any way. But
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, while that is so, a long line of
cases shows that it is not merely
of some importance bhut is of
fundamental importance that jus-
tice should not only be dune, but
should manifestly and undoubted-
ly be seen to be done. The ques-
tion therefore is not whether in
this case the deputy clerk made
any observation or offered any
criticism which he might not pro-
perly have made or offered; the
question is whether he wag so re-
lated to the case in its civil aspect
as to be unfit to act as cierk to the
justices in the criminal m.atter.
The answer to that question de-
pends not upon what actually was
done but upon what might appear
to be done. Nothing is to be ccne
which creates even a suspicion
that there has been an imprapar
interference with the course of
justice.”

Apds therefure, he set aside the con-
viction. T submit my learned friend...

10 A.M,

Shri B. 8§, Murthy (Eluru): He is
not listening. He is otherwise busy.

Shri N. C. Chatterjee: He is un-
comfortable, I knqw.

Shri C. D, Deshmukh: ] am turning
my right ear to the hon. Member.

Shri N. C. Chatterjee: I quite feel
that the hon, Minister feels that Jus-
tice Varadachariar and his colleggues
were right.

and learned friend Mr..

M];é hon.
A. K. Basu in his dissenting minute
has correctly saijd:

“The Appellate Assistant Com-
missivner who is the judge is.cop-
sidered adequate to represent th'e
department—an unusual responsi-
bility for a judge to undertake.
That party really becomes a judge
in his owpn cause. This is a per-
version of judicial procedure and
is against all cardinal pr!pc-iples
of administration of justice.”

VI submit that we have pleaded for the
imp'ementation of the recommendation
of the Varadachariay Committee, and
we are still pleading for it now. and
that the correct procedure should be
fallowed. And I think there will be no
difficulty because the Income-tax Ofﬂ-
cer himself can present the case easily
before the Appellate Assistant Com-
‘missinner. At one stage I thought I
Jnay not tell this House wnat happencd
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in the Select Committee, I thought
_ that the hon. Minister was Roing to
4 implement this, and I hooe—I wish.
fervently—that the hon. Minister will

. realize the cogency of the sabmission.

. It is very important to Al up the-
loopholes, very important to tighten
the plugs, very important o give power
to get at the tax-dodger. The Commis-
sion itself has been %evasion-conscinus.
This House is evasion-conscious. We
all know that there have been eva-
sions, and we al! realise that that
should be stopped. At the same time-
there should be a system followed
which will inspire confidence, which
will not lead to persecution, because,
unfortunately-—I have got to say this,
and I hope the experience of iny hon.

« colleagues will support my statement.

in recent times (I am talking of post-
independence India) there has been a
good deal of delay in the disposal of
assessment cases; they have been pend-
ing for years and years bLut they
could be finished in a short time. 1
do not know how, but it happened.
All the Chambers of Commerce have
made very very strong comment on-
this. Chamber after Chamber and-
taxpayers’ associations have represent--
ed this matter that nowadays this pro-
crastination or delay is sitting busi-
ness. We are planning. We are put-
ting through the Five Year Plan and
so on, but this upsets business. If
these officers sit on a particular case
for years to come and from time tu
time send for them—they have got al-
most uncontro'led powers for the nur-
pose of sending for account books over-
and over and over again; they have
got to be brqought and explained—that"
interferes with business. That affects:
profit earning capacity. That disinte-
grates your programme. These harass-
ments ought to be stopped if poscible
at the earliest date. and if the Appel-
late Assistant Commissioner is given-
. this power. it will be very helpful.

I know. Sir, that the department
has given some figures, that in a large-
number of cases the appeals had been
successful and that the taxpayers amct
relief in many cases. It has been.
worked out, In one year. 1950-51. out
of 60,764 appeals disposed of  about
30,000 ended in decisions which modi-
fled either wholly or partiollv the
orders of the Income-tax Officers and’
relief had been' given to a substantia’
amount—to the tune of about 60 lakhs.
But the Federation of Indian Chum-
bers of Commerce has worked it out
and they have pointed out that it
means only average relief to the
extent of Rs. 200 per case. If you take
into account the number of cases. verv
slight relief has been given in' most of"
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the cases. Possibly something very ex-
traordinary or something unfair had
been done by the ITO on soine point
and it has been set right by the Ap-
pellate Assistant Commissioner,
it the Appe'late Commissioners are
really made judicial officers, then they
could be vested with certam powers
and it may be that some finality could
be given to the decision on certain
.points. But that could be discussed
later.

One other thing, T would requiest the

' .hon. Finance Minister to take into ac-

count, i.e. chariuable institutions. If
you look at the recommendation which
.has now been made. clause 3, sub-
clause (b) (1) has been altered. This
.amendment, if I nave understood the
hon. the Finance Minister, rightly, is
meant to overrule the Gadodia case.
‘Now in the Gadodia case, two Judges
of the Lahore High Court have held—
we shall discuss in detail later on. but
I am now asking him to consider it

-with some attention—that the income

derived by the trustees from the busi-
mess of the trust was exempt, What
happened in the Gadodia case was
that the author of a trust handed over
to the trustees a lakh of rupees and
.that money was utilised in the pur-
-chase of a Swadeshi store. Under the
deed, the income of the trust was to
be spent for charitable and religious
institutions and the trustees had the
right of winding up the business of the
Store and in investing the sums rea-
‘lised therefrom in some uther busi-
ness according to their discretion.
Now the author of the Trust reserved
‘the right top augment the trust funds.
"The question was whether the income
«derived by the trustees frora the lusi-
ness of this Swadeshi Store was
exempt from assessment of ir.come-tay
under section 4, sub-section (3). The
Lahore High Court Division Bench
consisting of Justice Din Mohammad
and Justice Sale held that it was so.
‘They pointed out that the structure of
section 4(3) was such that it was
meant to help these charities and,
“therefore, they decided against the de-
partment

Now, what the Select Committee
Nas done is to overrule that case by
making a proviso 4(3) (1) (a)—which
will mean reversal of the Gadodia
case. Now, what I am vointing out
is this: will that be fair, Sir? I would
like the hon. the Finance Minister to
realise this Sub-clause (1) says—
~exempt income derived from wroperty
held under trust for charitable pur-
-poses. Sub-clause (1) (a) says that
you should exempt income derived
from business carried on on behalf

But -
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of a religious or charitable institu-
tion when the income is applied soley
to the purpose of the institution.
Now, the two things are different.
How can you make sub-clause (1) (a)
a proviso 1o sub-clause (L). One
deals with income of property held
under trust for a religious or charit-
able purpose, That is one thing.
But there are hundreds of institutions"
in this country where there are no
Trusts, where property is not held
under trust, but there is income de-
rived still from business and that
businesg is oarried on on behalf of
some charitable institution. 1 think
the D.A.V. College is carrying on
businesses purely on behalf of their
religious or charitable institution.
They would be hit, If you make
that proviso, what will happen is that
unless there is some ~property held
under trust, then this proviso replac-
ing sub-clause (1) (a) cannot be
invoked. The judges said tha:i if it
was the intention to help the depart-
ment by roping in this kind of income
of the Swadeshi Store. then (1) (a)
wou'd have been a proviso. There is
a stray observation, a sort of obiter
dictum which is utilised by the de-

partment. I dop not know whether
Mr. Tyagi is responsible cor the de-
partment is -responsible. Anyway

(1) (a) is sought to be made a pro-
viso. What I am pointing out is that
these two arq meant to give bernefit
of exemption *in two different cate-
gories of cases, and if you mgke
(1) (a) such a proviso, it will not.be
fair, Many many institutions, like a
College which has a small publishing
business or a bookshop selling books
to its own students and makes a pro-
fit. will be taxed, if you make this a
proviso. There cannot be any ques-
tion of exemption. Is that the inten-
tion of the Government? I thought
1t was not the intention. If thyt 1s
not the intention of the Government,
then the opnening words would control
the- proviso.............

Shri Tyagi: I thought that instance
was amply covered in this,

Shri N. C. Chatterfee: If the Minis-
ter says that he has read Maxwell’s
‘Interpretation of Statutes’ and «n hig
interpreiation it is put here, I vqill ac-
cept it. But as I read it. Sir. it will
not be covered. Because immediately
vou make such a proviso. then the
opening words of the section will be
that it must be property held under
trust before you can invoke the pro-
viso. I ask him to consider it and if
necessary, to take further advice, I

- think that that is not the intention,
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but if you make it a proviso, then this
unwarranted thing may happen, and
that may lead to trouble.

There are one or two other things,
Sir. The hon. the Finance Minister
has pointed out that uptil now we
are getting a small mercy from the
department in the shape of some 1n-
terest—2 per cent.—on advance pay-
ments of tax. Now, if I remember
correctly, Justice Varadachari’s Com-
mitfee said that 2 per cent. is very
small and it should be made 4 wver

cent. But ag the Bill now stands be-
fore you, even that 2 per cent.
is- gone. Therefore 1not merely

we are losing the benefit of the re-
commendation—of having a higher
rate of interest, 4 per cent—we,  are
even going to lose the 2 per cent.

* which we have enjoyed. 1 do not
think, Sir, that that is fair.
There are certain other things

whlich we shall deal with later in de-
tail.

Shri Altekar (North Satara): I
must congratulate the Finance Minis-
ter for the concessions that he. has
giver, . in this Income-tax Bill, Bui
there are certain other points which
should also be considered. 1 know
that however the Finance Minister
may choose to be generous there will
always be ‘Oliver Twists' standing at
his door.

The other day when speaking on
the Finance Bill I had requested that
the case of the joint stock banks
should be taken into cunsideration
for giving them funds from the Re-
serve Bank of India on easy credit
for financing agricultural operations.
Now, so far as regards these non-
scheduled banks are concerned, 1
wou'd like to suggest that they should
be given some concession in the in-
come-tax which they are required to
pay, i.e. as regards the profits that
are carried to the reserve fund by
these banks, they should be exempt
from taxation unti] they reach the
level of the paid up capita] of these
companies,

That is one thing and another point
that I would like to urge is that so
far as super-tax is concerned, Joint-
Stock non-scheduled Banks with a
working capital of less than Rs. 23
lakhs shou'd be given another con-
cession; that is, they should be
exempt from super-tax below Rs.
25.000. These are the two concessions
that I would like to urge on this oc-
casion and they should be favouraoly
examined and considered by the Fin-
ance Minister.

Now, for the purposes of the deve-
lopment of agriculture, it is highly

.
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+ desirable that the agricultux_’ists
should have sufficient advances given
to them and that the co-operative
companies and other sources are not
sufficient for supplying their needs.
If these Joint-Stock Banks which are
doing good work in the rura! areas
and are under the ‘direct control of
the Reserve Bank under sections 35,
36 and also 21(1) are given  conces-
sions, 1 believe that they will be in
a position to supply the needs of the
agriculfurists and that would help to
a greas extent in stepping up our agri--
cultural production and meef the-
wants of the agriculturists. That is
one thing I would like to urue.

Another point is in conneciion with
Mutual Insurance Companies. Ac-
cording to Chapter IV of the Insur-
ance Companies Act, the Mutual
Companies and also the Co-operative
Insurance Companies are placed on
the same footing. There is n> prefit-
making intention in the administra-
tion of both. All the policy-holders
are the persons who share. As a mat-
ter of fact, there are no shara-holders
as such and therefore when under-
the, Co-operative Societies Act. the
Co-operative Insurance Ccempanies
have been favourably considered why
should these Mutual Insurance com-- .
panies be not so considered? ‘There
is absolutely no difference between
the working of these two companises,
that is, the Mutual Insurance Com-
panies and the Co-operative {nsurance
Companies and they both siand on
the same level without uny sort of
differentiationr as between ihem.
course, I thank the hon. the Finance
Minister for having shown a conces-
sion by exempting 80 per cent. in the
case of a'l the Insurance companles.
The level has been raised fromm 50 to
80 per cent. If we take 1nto consi-
deration, the position of ‘hese Mutual
Companies, it will be found that the
Capital companies, under the present
order that has been set up, will get
more benefit than these Mutual In-.
surance Companies, because, in the
case of Capital companies, that is,
the share-holder companies, those
share-holders who do not pay income-
tax or a tax which is not up to the
limit that. has been taxed on these in-
surance companies, they get a rebate
and that particular advanla~e is not
availab'e to the Mutual Insurance
Companies because they are all policy-
holders. Usually. the policy-holders,
a very large majority of fthem. are
‘not paying income-tax ‘erause tiaey
do not earn income which ig taxable.
Therefore. thev deserve gr-ater con-
cession than the share-holder com-
‘Panies, From that point of view, if
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-an approach is made to the rase and
the Mutual Insurance Companies are
given a concession as has peen given
to the Co-operative Insurance Com-
-panies, I believe that ireat justice
wil' be done to them and that an in-
centive will be given for the forma-
tion of Mutual Insurance Companies.
So far as the loss is concerned, I
‘believe that for the time bpeing the
loss will not be more than 2 or 3 lakhs
of rupees a year, and. during the
next 5 years. it will not amount to
‘more than 5 lakhs of ruoees. That
should be considered and an aupproach
should be made to that case and that
should be carefully examincd and
sympathetically given attention to.

Another request that I would like
‘to make is in connection with rlause
12 of the present Amendment Bill,
‘which is rather hard on the em-
rloyees. If the employer fails to pay
the income-tax deducted at source,
then the employee will be again made
to pay the tax, though 1t has been
.deducted at the source by the em-
ployer. It will be g double hardship
.and rather such vicarious liubility
should not be placed on the employee
and an attempt should be made to
realise the tax from the cmployer
himself. If that is done, I believe the
.employee will not be iabouring under
any hardship.

These are the points that I would
‘like to urge for favourable vonsidera-
tion by the Finance Minister and 1
will not take any more time of the
House. .

Shri Bogawat (Ahmednagar South):
“This is a Bill wherein the revenue of
the State is concerned to a large ex-
tent. and it is quite necessary that
the person who is evading income-tax
must be brought to book. Formerly
there was a practice—there = were
examiners who used to examine and
-scrutinise the accounts. Now this
practice is stopped. The Examiner
used to scrutinise the accounts and
see almost all the accounts and find
out if there were bogus accounts and
transactions in the bogus accounts.
And then the 1.T.O. used to scrutinise
‘the accounts. Now. these Examiners
are stopped and only the Income-tax
~Officers are scrutinising the accounts.
I am very sorry to say that these In-
«come-tax Officers. who oare .upposed
to be District Officers. get very little
time to scrutinise the accounts pro-
perly. They do not come t{o office
«even by twelve or half-past-twelve
and want to go to the Club and leave
,-office at half-past four- That is my
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. experieficg_of the last so many years.
: Y

They examine a few accounts, see
something here and there and finish
the examination. By such a practice
we do not get the accounts properly
scrutinised and lose a large revenue.
I submit that the former oractice of
scrutinising the accounts bv the
Examiner as well as the Income-tax
Officer should be introduced; because,
it the Examiner could not+ find out
something., then, even the Income-tax
Officer used to see other accounts and
would find out many things. Here. i
must say that it is a good thing that
the Inspectors are appointed under the
Statute. But the statutory Juties of
the Income-tax Inspectors ure not
mentfoned. It is quite necessary to
mention what are the statutory dauties
of this officer, He has got out door
duties but he cannot search and at-
tach the accounts. During the last
12 years, there would be very few
peaople or assessees who have not
evaded income-tax. The capitalisus.
industrialists and businessmen have
earned lakhs and crores by black-
marketing also. They have earned so
much that their estates have gone
four., five or even ten times their
estates previous to the war time.
Th°“ﬁ:‘. some people tried to disclose
something during the last few years,
I think they have not disclosed every-
thing and, therefore, it is quite neces-
sary that the Inspectors should be
given the right to attach a:counts.
There are different sets of arcounts
kept by the industrialists and the
capitalists and these can be attached
if powers are given to these officers
to attach the accounts, I am sure
that the black-marketeers have not
put in all their transactions in their
accounts and they are keeping some
other accounts and it is quite neces-
sary that fhere should be power to
some officer to attach the accounts
and search the accounts and ge: these
transactions examined. It this power
is gfven, then, I @m ™ Quite sure that
so many things would come out.
But, as these powers are not given
to some officer, they are not able to
attach and search the accounts and,
therefore, the State is losing a large
revenue,

After the Inspector I come to the
Income-tax Officer. The Income-lax
Officer, getting a few hundred rupecs
salary comes in contact with very big
persons who are the magters of :akhs
and these officers can easily be pocket-
ed. There are several instances,
which may come {0 light if a proper
enquiry is made, that many of them

are very corrupt and they have
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earned thousands and lakhs owing to
bribery given by the business people.
Here, I must say that though it is
difficult to pruve the actual bribes
taken, if we make enquiries regarding
the estates of the officers and the
estate in the name of their 1elaticoas.
we will ind what is going on.

~ As regards the appellate authority.
I am at one with Mr. Chatterjee, be-
cause the appellate authority is a
Judicidl authority and Government is
of the view that the judiciary should
be separated from the executive. Un-
less this is. done, nroper justice can-
noy be obtained. Tha; is my experi-
ence. The PFinance Minister will
agree with me that if a person belong-
ing to the executive sits as an appel-
late authority or as a judge, proper
justice cannot be secured. Therefore,
it is necessary tha; these Assistant
Commissioners should be judges. Let
there be some method devised, by
which the income-tax officer c¢r seme
other person may appear on the gide
of the Government, but let there be
proper justice. I+ is the cardinal
principle of jurisprudence that the
.executive and the judiciary mus+ not
~consist of one and the same officers.

«—  Secondly, I suggest that these Ap-
pelate Commissioners should® not be
subordinate to the Commissioners.
They must be directly subordinate to
the tribunal and the reasons given
in this regard by Mr. Chatterjee are
quite according to the principle of
justice and this change is quite neces-

sary. -

After saying this, I want to sug-
gest an amendment to Section 5A,
After sub-Section (7) of Section SA,
the following should be added:—

“(7A) The Central Government
may appoint as many Appellate
.f)“l:dges of Income-tax as it thinks

(7B) Appellate Judges of In-
come-tax shall be under the con-
trol of the Appe'late Tribunal
and shall perform their functlons
in respect of such persons or
classes of persons or such income
or classes of incomes or in respect
of such areas as the President of
the Tribunal may direct and
where such directions have as-
signed to two or more Appsllate
Judges of Income-tax the same
bersons or classes of persons or

., the same income or classes of in-
:(u comes or the same areo in accord-
Ance with any order« which the

. President of the Tribunal may
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make for the distribution and al-
location of the work to be per-
formed.”

This amendment is quite necessary.
If it is carrled ous. there wou'd be
justice.

.

Moreover, the Assistant Commis-
sioners who are appointed as appel-
late authorities are drawn from dilte-
rent districts. They do not know the
language and cannot read and check
the accounts. So there must be some
such person as Appellate judge who
can read the accounts, who can under-
stand the language, and who rmust be
drawn from the territory or province
where he is posted. That is a very
essential thing. I have personal
knowledge of a person from Bengal
being appointed as the .JAppellate
Commissioner in Bombay. The gc-
counts could not be understood by
him and there is nobody to exp'ain
the accounts. What is the use of
such an authority sitting as the judge,
when he cannot go into the a:rcounts
or look into the evidence? Some-
times, whatever is said is misunder-
stood by him,

The Finance Minister said some-
thing about the expression ‘“‘previnus
year”. I humbly differ from him.
There should be an amendment made.
Supposing an assessee begins his busi-
ness in August and he. has some bal-
ance and he closes his accounts the
next year during Divali. there may be
fourteen months instead o¢ twelve.
There should be an opfloft given to
the assessee to get the account_books
examined for more than ®welve
months and there should be an
amendment to Section 11(1) (b).

As regards depreciation. I want to
make one point ‘clear. Supposing
some_assessee has started purchasing

machinery. There is some doubt as
regards the purchase of secondhand
machinery. It should be clarified what

depreciation >should be given, It
should not be taken as new, a'though
the concern is new and the assessee
is entitled to initial depreciation.
Some clarification is therefore neces-
sary regarding the words ‘new
machinery set up”.

I want to make one suggestion re-
garding the discretionary powers of
the appellate authority. Under Sec-
tion 5 of the Limitation Act, proper
discretion is used and even though
the appeals may be ouf of time. in
bona fide cases thev are admitted and
heard on merits. But I find that the
Income-Tax Department -takes advan-

. tage of the limitation, and if there is
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a delay of a few days, the appeals
are rejected. This is a great injus-
tice “and proper discretion should be
used as is done in civil matters.

Now, coming to Section 35, the posi-
tion is that in practice the assessee
has to submit along with the appeal
memo a demand notice. Sometimes.
it appears that the assessee fails to
supply the amended notice of demgnd
or he supplies the amended 'intice of
demand and fails to supply the ori-
ginal noticer of demand. All this
causes confusion and on technical
grounds the appeal is sometimes re-
jected. This is also a great injus-
tice. So, there must be an amend-
ment here The position as regards
such contmgencxes should be claritied
and powers given under the Statute
to the Appellate Assistant Commis-
sioners in -favour of the assessee who
is likely to make a technical mistake
in this beha!f should be made clear.

As regards dodging activities. if
some information is obtained by the
Income-Tax Department, the entire
burden should not be put on the per-
son giving the information. H.s bona
fides should be scett and therve should
be a minute enquiry, and the offen-
ders should be brought to book. Even
though some people who have evaded
income-tax disclose some profi, I am
quite sure that if a proper enquiry is
made, more evasion can be brought
to light. There should be an attempt

made in this respect.

. e.Minlster of Commerce ard In-
dustry’ (Shri T. T. Krishnamachari):
For what is Section 34 intended?

Shri Bogawat: 1 have suggested
that examiners should be mentioned
in sub-clause (6) (f) and their duties
should be to examine the accounts
under Section 5.

These are the few suggestions I
wanted to make. My point is that the
State should not lose its revenue; at
the same time, there. should nct be
any harassment or persecution caused
to the assessee. In these davs of
democracy, there should be proper
justice. My suggestion regarding the
appellate authority may kindly be
considered. As regards the other
points, I hope the Finance Minister
will iconsider them.

afra st an weig (TEiE)
g, fedy ~fwe aem, I faw
4T ¥gH T 5 ¥ oA FA FAT
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2T, T I gAY 9FF I AT 4G
¢ fr s A 77 ey § fF e
HIAT A7 ATT FI, TA GAT HAT FL
ST AT AT ALT FL, 4T 98 OF
FIF 14 ot wEhwd, (afeqd), Iy
2 W Zarh o HadAr gf dR oy
#yii & 9w feagdz & wfa fazara 42
2 % fr agl garx amg Qo 7 fEar
AT A o qar Ay @ arta @
&, adi for @ | & #E FAT 8
waar § faad  aeew FEF OF
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ag g fF 9w ox yAEwdEw e @
wf gIT< Td #Y ymfed e &, e F
Y 9T § TAFHSHT WY ST TAT 9T
qg oY ofte & wATwEr war, Sfew @
Yerfect 9w ax @ ok off, a7 A T
&T & & 1 NT A7 fodr g anfaw
T Y WA | F g ¥ qIAT ATEATE
fe w7 &Y s F A w7 faw fiw

I¥ G TAFHEHT AT & qE; AR,

ar 3 drfedY #Y 99 qT WM & wT

qrY, AT o a% w§ fFew ¥ wTw
gArReTy feqrddz 9y T@ar g, aw
a% 378 qg I o A w wifgg
fe o gawisw feqdde X &A@
TG F G | g arey & s fafre
Y fagqs & 17 ¥ 9§ FCAT AT
g & &% arw 7 @ <19 F Avgatea
TTE fif orq ITET ATAT AHKAT AT FE
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&% 9 9T T9AT 7 qfES FA & A9

T A ¥ T, ag i A ved
09 P.8.D.
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. ¥ god & ags T A e wwfggy
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_ €F g% &% 7 qfwdy fouw g% aw aw
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¢ fr Sae FRIEH, FREHT AT 9N
. 16 ¥z gX UF AT o, #o oo
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(Amendment) Bill 4938

1 AMm.

+ Shri V. P. Nayar (Chirayinkil): I

find, Sir, that this Bill is again another
ruse in which Government are bring-
ing forward legislation on the pre-
texs of making up-to-date modifica-
tion in existing law, to close loopholes
which exist under such law and which
judicial constructions of administra-
tive procedure- cannot plug. Last
time, when the Finance Minister In-
troduced this Bill, he told us that the
necessity for a comprehensive mea-

_sure oh this subject has been !"nz felt

and that such a comprehensive Bill
will be brought before this House imm
the next session. The “next session®™
was over and we are fast running to
cloge the session after that a'so, but
we do not find any signs of the Fin-
ance Minister bringing forward any

wcomprehensive measure.

Now we know that there was anm
Income-tax Investigation Commission
which sent up a report consisting of
over 200 odd pages and 192 recony
mendations. What have the Govern-
ment done to implement those recom-
mendations? A more comprehensive
Bill was brought, discyssed before
this House in 1951, but the Finance
Minister says that by the lapse of
time we could not pass it and for that
lapsed Bill, this js the substitute.

The reactlon which this Bill has
groduced in the circles concerned can
est be seen from two quotatinons
which I shall read to you. One f{s
from the London Economist in which
the writer says:

“Taxation 1is not, in genera',
discriminatory and only recently
the Finance Minister has removed
from his Income-tax (Amend-
ment) Bill those provisions which
foreign capital found -particuiarly
deterrent; flscal concessions for
tew enierprises are consider~
able......... ",

and later on it says:

“For foreign capital there is i
India not only a warm welcome,
but even the more jmportant
ample opportunities for making a
profit.”

This is from the London Economist
of November 29, 1952,

Then there is a very important ob-
servation in the Eastern Economist of



4939 Indian Income-tax

[Shri V. P. Nayar]

TJune 6, 1652, Wherr it deals with the
Income-tax Bill, it says:

“The really difficult decisions
10 make were those regarding the
penal provisions of the old Bill
Among the clauses which have
now been ‘dropped are those de-
fining public companies, in a more
stringent manner, a draft which
gave rise to considerable criticism
from representatives of Pritish
business interests; the provision
permitting the search of the asses-
see's premises by Clause I income-
tax officers of the Department,
the publication of names of de-
fau'ting assessees, rewards for in-
formers and forfeiture of benami
shares, have been withdrawn in
the present Bill: so has the clause,
which proposed to legislate that
1he burden of proving any docu-
ment or statement would rest with
the assessee”.

This is the redctidén which has been
produced by this Bill. When Gov-
ernment are aware that their own ex-
pert Commission have made recom-

mendations, why “is it that Gevern- .

ment had not come forward with anv
proposal to implement any such re-
commendations? Here the Minister
says that we have taken up on!v the
non~controversial measures. 1 cer
tainly agree. The non-controversial
measures are those where there are
no controversies. But where in a
measure there is some controversy in
which the big interests of this coun-
trv are involved or it is t6 their de-
triment. then, of course, the Finance
Minister’s attitude is different, the
Government’s  attitude is different.
They immediately rush to legislation
to protect such interests over looking
controversial nature. But if, on the
other hand. there is a controversy in
which the larger masses of the people
have to derive any benefit, then there
is procrastination. there is delay and
every sort of reason is also attributed
and controversial aspect invoked. In
this case when the ‘Finance Minister
introduced the Bill last time, he said
that if we were to bring these compre-
hensive meéasures, we would have to
sit well into August. Then he said
that if we were to bring these mea-
sures, a combination of budgetary
and - legislative discussion would be
too much for the Members. On one or
other such ounds, the Finance
Minister said that it is not possible
Yo have comprehensive Bill. O
course he sald that in the ‘next ges-
sion’, perhaps he would bring the
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necessary legislation. We have seen
now what the meaning of that ‘per-
haps' was. ’

Now we know that there is  Taxa-
tion Enquiry Committee under Dr.
John Mathai, We know that the
terms of reference of this Committee
are very wide. What will happen to
the recommendations of the [ncome-
tax Investigation. Commission, 1
would like to know. If the entire tax
structure of the country is to be gone
into by this, Committee, I feel there is
every likelihood of the Income-tax
Investigation Commission report
being dumped into. the mortuary in
which hundreds of recommendations
have been put to decay by the Gov-
ernment. What are we golng to do
with this ILT.I. Commission report?
What is the purpose of having an
expert Commission with such people
as Mr. Justice WVaradachari and

others, and after spending immense
labour and money, shelving the re-
commendations? We want to hear

from the Finance Minister, when he
will bring a comprehensive measure
as suggested in the report of the In-
come-tax Investigation Commission.

The Finance Minister says that this
Bill essentially deals. with concessions.
He lists three concessions: cunces-
sions to insurance companies, concese
sions to those who construct build-
ings and concessions to those who
bring money from foreign countrieg

into India, I shall deal with these
ree.

I know that some Indian merchant
princes who are abroad desire to come
back. - But, what is the purpose of
their coming back? You find that In
other countries., as the Finance Minis-
ter himself said, Indians, cannot live
and do business with a sense of self-
respect and some people are com-
ing, leaving their brethern in the
thick of the fight there. They
bring their money here and the Fin-
ance Minister says that we have to
show Tax Concession on this as India
needs capital. You may show an
concession to such capital which wi
really be beneficial to the country,

There is also another type of pro-
fits which are made in foreign coun-
tries. For example, there are some
firms in India, having their branches
in the USA and UK. They have a
peculiar practice. They consign goods
to ‘thelr branches in America under
very low rates, far below the usual
rates prevailing in the market. They
get money in the foreign countries,
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the difference is separately kept in
the banks there and they send money
according to the original invoice,
which is far below the usual rate,
back to India. About that, Mr, Deva-
jothi Baraman has specifically men-
tioned a particular case of one of the
biggest concerns in India. Birlas in
his Mysteries of Birla House, of send-
ing goods like this. The entire
modus opgrandi of this has been
described. You know that this book
is a .decumented version of evasion and
avoidance of tax. How will you

revent suchr people whom the
inance Minister favours with con-
cessions,’ from bringing moneys by

surreptitious methods—that

is the
word which he uses.

There is a chance of such geo le
who have money in foreign anks,
who have earned these profits on the
blood and toil of the people of India,
bringing their money without paying
tax under the proposed concession.
How will this ditﬂcglty be removed?

Then, there is the concession to
building construction. ” I am_  not
against showing concessions tq. build-
ing construction provided that the
buildings so constructed on the basis
of the concessiong will be useful to
the people. If you say that you will
give concessions to every building
constructed in the country, you can
rest assured that there will be more
palaces and palatial buildings in the
country, but the position of the house-
less people as regards housing will
not be affected. If you say that from
tomorrow all money invested on the
construction of buildings will not
have to pay Income-tax upon it, the
result will, be, in and around Delhi,
‘in every place in India, many huge
buildings may come up. What will
happen to these buildings? Instead
of people without houses getting a
chance to solve the acute housing pro-
blem, you will find that perhaps there
wlﬁl be families of rats, cats, jackals
and doves holidaying or even in per-
manent residence. They will not
allow human beings to go and live
there. .If. on the other hand, Gov-
ernment are prepared to allow the
concessions on the construction of
buildings which can be used by the
larger section of the people, by the
industrial workers, by the office peons.
by the clerks, then, I am not against
this concession. Are Government
prepared to give wus this guarantee
that this concession will be shown
only in cases Wwhere the buildings
constructed, taking advantage of
these concessions, will be used solely
for the purpose of housing people
without houses or those poor people
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who experience difficulty in finding
necessary accommodation.

There is another point; about In-
surance companies. The Finance
Minijster says that the Insurance com-
panies have been consistently repre-
senting to him about the necessity of
some concessions being given to them.
It appears that the Government are
raising the bonus reserve of policy
holders from 50 to 80 per cent, and
the allowance on renewal premium
from 12 to 15 per cent. Government
also propose to allow these conces-
sions, as I read the Act, with retros.
pective effect. We have to look at
the position of the Insurance com-
panies in India. There are certain
things which we cannot ignore. The
position of the Indian Insurance com-
ggnies 1s very peculiar. It is in com-
ination with big business and banks,

If you go through the Directors’ re-

ports of the Insurance companies,
you will find that almost every top
man in Indian business is also a
director of an Insurance company

plus a director in some other bank,
U can give instances. I do not wish
to refer to names. There are cer-
tain, names’ which are not merely
names of individuals. but have be-
come names of institutions. I find,
for example, the Goenkas are in the
Hercules Insurance; Shri Ram 1s in
the Indian Trade and General Insu-
rance; Mr. A. D. Shroff, Tatas and
Kasturbhai Lalbai in New India;
Birlas, Santalias and Kanorias in the
Ruby Insurance; Singhanias in the
National Insurance and the National
Fire and General Insurance:...

Mr. DPeputy-Speaker:
object of reading all
rich men are all there.

Shri B. Das (Jajpur-Keonjhar):
They are ruling the market and they
are there,

What is the
these? True,

v Shri V. P. Nayar: Here, in our coun-
try the Insurance company is in com-

v bination with big business and banks.

All that the Finance Minister says is
that there has been an - increase in
managing expenses of the Insurance
companies. would like to know
from the Finance Minister what is the
specific increase in_ managing expen-
ses of the Indian * Insurance com-
panies, owing to the increase in the
pay of the lower paid employees,
clerks, stenographers, peons and such
other people. I am unable to give
you more details because the‘Indian
Insurance Journal, which is the autho-
ritative publication, is so very inade-
quate in details. It has been said by
several journals, like Commerce
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that sufficlent information cannot be
had about Insurance companies from
this book except some statements
Why ig it so?

The Insurance companies are in a
peculiar position, can also be illus~
trated from another angle. There are
about 200 Insurance companies in
India: about 20 of them foreign and
the rest Indian. These 20 foreign
companies together have Indian busi~
ness worth about 115 to 120 crores,
Out of 115 to 120 crores, 80 to 85
crores are the business of four com-
panies. The Sun Life Assurance of
Canada, the Prudential, the Norwich
Union and the Gresham. That means,
out of 20 companies, these four com-
panies—I am just trying to stress the
monopoly, which some people have in
the insurance field—have 70 to 80 per
cent. of the business which is done by
all the foreign companies. Look at
the Indian companies.” About 180 of
them have Rs. 677 Crores - worth of
business. Perhaps, I may be slightly
wrong in my figures. It Is open to
the Finance Minister to correct me.
In this Rs, 677 Crores worth of busi-
ness you find Nine companies—
Bharat Insurance, Bombay Mutual,
Empire, Industrial & Prudential, Met-
ropolitan, New India, Oriental Gov-
ernment Security, United Indian and
Western India—taken together, have

a business of Rs. 420 Crores, and it

fs in such companies that you find

the leaders of Indian industry, the

biggest capitalists are in the Board of

Directors. That is why 1 said that

insurance is not so much done here

g‘x this country for the benefit of
ose...

Shri Altekar: On a point of infor-
mation, may I know who is the big-
gest capitalist in Western India?

Shri V. P. Nayar: I have to ignore
him and proceed, Sir.

Mr. Deputy-Speaker: The hon.
Mem’per may say “I am not giving
way.

Shii V. P. Nayar: I was trying to
show you how in India insurance
business is also a business of the
monopolists so that if you give con-
cessions, we want to know how it
will benefit the policy-holder, how it
is going to benefit the lower paid em-
ployees, and how it will benefit, on
the other hand, the highly paid em-
ployees and Directors and their asso-
clates® I would like the Finance
Minister to cnlighten me on this point
also. If, on the one hand, you say
that you give concessions, i.e., you
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voluntarily allow others to escape the
law, to evade the law, then there
must be a corresponding justification.
of good to the people.

It is not enough to say that these
irterests deserve some help, come
concession. The necessity for such
concession must depend upon the
value of the good which _will result
from this ' concession to the larger
sections of the people. I think that
the concessions which are now shown
will certainly be taken advantage of
by those persons who know how to
evade law, how to avoid law, and in
some cases, it will be an open invijta-
tion for them to take shelter under
legal proceedings to evade the law.

For example, take the construction
of buildings. What machinery do this
Government have to find out whe-
ther 1 spend Rs. 50,000/~ or
Rs. 75,000/-, It is very easy for the
contractor and the building owner to
collude and give a false flgure. We
know what is the efficiency of the
Government’s machinery. If there
has been efficiency, we know how
Government look at that also. For
example, from my place—the Finance
Minister knows it very well—there
have been consistent representations
from a particular section of his own
subordinates, the income-tax clerks
and subordinates staff. He knows
how well they have been doing their
work. There is the record of collec-
tions. But on one fine morning what
they find is that a clerk who gets
Rs. 65/- at Trivandrum is transferred
to Madhya Pradesh. Another is sent
to Calcutta. This is the way in
which the Government look at the
subordinates of the Income-tax De-
partment itself. So. if a business~
man has to spend, money ‘on build-
ings, it he actually snerds Rs. 1 lukh,
he can show it as Rs. 5 lakhs or
Rs. 10 lakhs. The Department does
not have the confldence of the subor-
dinates also because of the treatment
meted out to them. That means ul-
timately these concessions will be
taken advantage of by the richest
sections of the people,

I have something more to say on this
Bill, but I shall reserve that for the
Clause by Clause discussion.

Shri T. 8. A. Chettiar (Tiruppur):
While watching the proceedings and
heqring them, I was reminded of anm
incident which took place in the Cen-
tral Legislative Assembly some time
back. When the Executive Council-
lor concerned sald that businessmen
keep two accounts, Sir Homi Mody.
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a distinguished businessman,
mxgned and said: “It is not two
accounts, but three. One for the In-
come-tax Department, another for
himself and another to deceive his
partners”.

1t have no hesitation in arming the
Department with any measures that
are necessary to deal with those
people who want to evade the law,
In fact, it Is their job to find and
punish the evaders. 1f they do not
do .it efficiently—as some of the big
fish do escape now and then—it is
something against the common man
in this country, for every tax evaded
is a loss to the treasury and the com-
mon man. And so we will be well
advised fo arm the Government with
any measures that are necessary in
tightening the law in the matter of
collections.

And now one other matter which
has been said by others, i.e., there
has been an exorbitant delay in the dis-
posal of certain cases in the Depart-
ment. I know of a certain case which
is more than ten years old which has
not yet been decided. This stands not
only in the way of _collection, but
stands in the way of those people
conducting  business themselves. I
should say that there should be a
time limit within which these cases
should be summgrily disposed of.
;s(cimehow. these cases must_be speed-

up.

And now coming to’a few Clauses.
As far as possible I do not like to
repeat the many things that have
been said by hon. Members either on
this side or that side. I shall con-
fine myself to two Clauses. One is
about the Charity Clause. Much has
been said that this amendment tries
to amend the Act in accordance with
the recommendations of the Income-
tax Investigation Commission. Ac-
cording to the present _amendment,
if a Trust is to get thé benefit of
exemption, it must have the follow-
ing qualifications:

(1) It must be trust under
Section 16 (1) (¢) of the In-
come-tax Act, ie, it must
‘be a Trust not revokable
within six years or during
the lifetime of the settler
from which“the settler does
not get any benefit direct or
indirect.

(2) It must be wholly for reli-

gious or charifable purposes,

(3) It must relate to anything
dione within taxable territn-
rire.
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(4) If the income is derived from
a business, it must be appli-
cable wholly for the insti-
tution, and must be in the
course of carrying out the
primary purpose of the insti-
tution and carried on by the

- beneflciaries.

(Amendment) Bill

All these clauses must be satisfied
if any Trust is to get the beneflt of
exemption under the Income-tax Act.
In this amendment, the_new elements
that have been brought in are:

(1) Application of Section 16 (1)
(c) barring revocable Trusts.

(2) Business profits being made

subject to the condition said
above.

(3) Applicability within taxable
territories.

. With regard to the non-applicabi~
lity of revokable Trusts for the pur-
e of exemption of income-tax, there
s a great deal in what the Investiga-
tion Commission has said. Many
times these revokable Trusts are
being made the means for the man
who makes the Trust to get the in-
come In a wrong way. And so, we
may accept this recommendation of
the Income-Tax Investigation Coms-
mission in this matter. But, with re.
gard to business profits—profits from
business conducted by charitable and
religious institutions—I do not see
even from the report of the Income-
tax Investigation Commiss:on a cate-
gorical recommendation by the Come
mission that it should be stopped.
The Income-Tax Investigation Com-
mission while they have recommen-
ded specifically that this must be
brought within 16 (1) (c), have not
recommended that these business pro-
fits should be taxed. They have sug-
gested to the Government to do it
or not. And I would ask the Finan-
ce Minister to consider the following
points: I would like to know how
many charitable institutions will be
affected if this clause 6 passed and
if this Bill becomes an Act.

* [SHRIMATI AMMU SWAMINADHAN in the

Chair]

I have not got a survey with me as
to how many educational or religious
institution live by these businesg pro-
fits today. As far as I know, there
is one institution in  Tiruchirrpally,
which {s a Girls' High School. which 18
conducting a bus service, which will
not come within the qualifications
mentioned in thig clause, but which-
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1 believe will suffer. I would lke
this House to consider whether we
should bring an amendment wirich
will affect these institution imme-
diately and put them into difficulties,
and if the House thinks that we ghould
have this amendment,
should not give a time-lag to these
institutions to adjust themselves—at
least for the existing institutions
‘which live by these business profits.
Otherwise, we will be putting them to
trouble and undermining their re-
sources. But as to how many jnsti-
tutionsg like this exist, it is beyond
me to say. I know of only one.

Shri C. D. Deshmukh: Is it for
transporting students?

Shri T. 8. A, Chettiar: No. Then
it would have been covered by this
clause, and I would not have raised
it. That is number one.

The second point is the applicabi-
lity within taxable territories. The
Bill says:

“Provided that such income
shall be included in the total
income—

(a) if it s applied to religious
or charitable purposes with-
out the taxable territories,
but the Central Board of Re-
venue may, in the case of a
property held under trust or
other legal obligation created
before the commencomert
of.......e.e. »

1 would like to know how many
cases of trusts which spend money
for charities outside the taxable ter-
vitories exist today for which these
exemptions will have to be given.
We have been given no indication any-
where in the course of the debate as
to the number of trusts that exigt and
the amount of money that we will
lose in revenue by giving this conces-
sion. I should think. that we should
know how much money we will be
losing if we give this concession men-
‘tioned in this amendment.

Thirdly if we are giving this con-
cession for amounts spent outside
the taxable territory, say England or
Pakistan, T would like to know whe-
ther we .have got a reciprocal agree-
merntt with those countries whereby
trusts in these countries which spend
‘money in this country are given in-
come-taX concessions under a similar
provision, As far as I know, we have
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not been told about it. It may exist
or it may not exist. Most probably
it does not exist, because if it exist-
ed I dare say the Finance Minister
would have told us about it, It is
for him to give a clarification in the
matter.

So the suggestions I would Uke to
make are these; whether a timeslag
should not be given for educational
institutions which live by business
profits which are covered by this
amendment, and with regard to
exemptions’ for charities outside, tire
taxable territory whether we are ap-
lying this only to countries which
ave a reciprocal agreement with us
in this matter.

Now I come to another clause—
clause 22. Clause 22 seems to me to
be very widely worded. I heard with
attention what the Finance Minister
had to say in his opening speech to-
day as to how they propose to ope-
rate this clause. But let me read to
you, Sir, the clause itself:

‘“...no person who is not domici-
led in India, or who, even if
domiciled in India at the time of
his departure, has, in the opinion
of an Income-tax authority, no
intention of returning to India,
shall leave the territory......”

This will cover almost everybody
who pays income-tax and who wants
to go to a foreign country. 1t says:
‘has, in the opinion of the Income-
tax authority, no intention of return-
ing to India..’ That is, unless the in-
come-tax authorities specifically make

~a declaration, it will be presumed that

almost everybody who wants to travel
by plane or by ship, who wants to travel
outside this country,—if he pays in-
come tax—will come within the mis-
chief of this section, i.e. the opinion
of the income-tax authorities whe-
ther he is a tax-dodger and whether
he is leaving with the intention of
dodging tax. So the effect will be
that it will apply to every income-tax
paying individual, and most of the
people who go to foreign countries
will be Income-tax paying individuals.
In administration, it will be quite
impossible, unless you say that when-
ever a passport is to be taken, there
must also be a condition, that it must
be counter-signed by the income-tax
authorities that he is not going there
to dodge. taxes.

So I should think that this Is so
wide that it will be difficult, almost
impossible, of operation. I should
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like the Finance Minister to consider
whether by a provision in the Bill it-
self he will not like to narrow it down
so that it will not cause unnecessary
hardship. The work in the income-
tax department will also increase be-
cause every declaration means so
much work. 1 believe thousands of
people are going out of the country
every year and every one of the pass-
ports will have to be counter-signed
by the income-tax authorities. So I
would like them to consider whether
it will not be sufficient to say: ‘who
is .not domiciled in India’ and omit
the rest of the portion, because most
of the people who leave this gountry,
who are domiciled in this country,
will come back to this country. That
is the presumption that you take.
But if that is not to be accepted, at
least some amendment should be
‘made to narrow this down so that
it will be administratively pbssible.

It is not my purpose to take a long
time of the House. Many other
points that have been made by other
friends are points which I would like
to support if I am here during the
discussion on the amendments, But
these two are, in my opinion, Impor-
tant matters which I hope the Gov-
ernment will take into consideration.
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Shri Raghavachari (Penukonda): I
wish to make observations on only
two or three points and I do not wish
to elaborate on them; particularly
so, whéen my hon. friend, Mr. Damo-
dara Menon, has appended a Minute
of dissent wherein he’ confined him-
self to two or three points on which,
on behalf of our party. 1 =~ wish to
submit what we feel.

"First, as regards the delays that
have been commented upon in this
House in respect of the department’s
disposal of these claims. It is an ad-
mitted fact that there has been some
delay. But, I am glad, that possibly
this recognition made the Finance
Minister indicate that he would like
his subord‘nates to spare more time
to give their attention to the admi-
nisirative work. And, I hope, with
that convenience of the extra time
that is now afforded. this delay would
be reduced considerably and it would
take away this charge.

Then, a small point, before I come
to the other two, Madam. The small
oin‘ iz about the interest that should
e allowable or not allowable on the
advance payments of taxes made. I
should feel that it would be only
fair to any Government that when it
enacts that advance payment of in-
come-tax must be deposited with
them which, in all. comes to a few
crores 'of rupees. and no interest is
either given or allowed and, more so,
after the system of granting such in-
terest was in vogue till now. it is very
essentlal that interest should be per-
mitted to be granted on the advance
payments made.

Then. one of the two other points
that I wish to state is about the Tri-
bunal. There are two stages of this
Trltgunal. The first is the Appellate
Assistant Income-tax Commissioners.
So far as that position is concerned,
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my hon. friend, Mr. Chatterjee has
advanced very elaborat: arguments
and convincing proof also. But, to
my mind, he omitted one or two facts
to be stated and I only wish to stress
them. One of-them is that the re-
commendations of the Committee
headed by Justice Varadachari are re-
jected on the ground that they did
not command the same kind of ex-
perience in income-tax administra-
tion. To my mind, it is not so much
the experience of the income-tax ad-
ministration that is necessary to sup
port the argument in favour of the
need for an independent Tribunal.
What is required 1is experience or
knowledge of human nature and how
the world goes on. And, it does not
require any judicial experience to say
that a person who has been under tire
control and directions of superior officer
cannot certainly be expected to carry
out or function impartially. I am not
saying that it is absolutely impossi-
ble that he should function efficient-
ly and impartially. But. what s
more than the possibility of such a
thing being done.~—is it probable? In
our experience. do we find that such
people under the control of others
do function or discharge their duties
perfectly independently. No. It is
our human experience. They have,
in addition, the experience as the
highest officers of . the judiciary.
Therefore, it looks to me along with
the many arguments put forward by
my hon. friend that there is absolu-
tely no reason why this recommen-
dation should not have been accepted.
There is also another reason why this
recommendation should have been
accepted. We are out to catch more
tax-evaders and bring in more tax
for the State. That is a matter on
which there can be no difference of
opinion. In fact. a commission has
been constituted and crores of rupees
have been earned for the State from
the tax-evaders. Our income-tax
officers Rave now found more time to
give to the rich assessees. as the
Finance Minister said in his Budget
speech. Now. with greater time at
their disposal and with a drive for
more income. it is only natural to
expect that they should be very strict
in cases where it is suspected that
there has been an attemnt at evasion.
When that is the atmosohere in which
the Department is likelv to work. is
it not essential to provide for a safe-
guard., namely. that the Apnellate Tri-
bunals wil) be independent bodies free
from contro). Tn this new set up of
administration. there are bound to
be some mistakes and infustiles. and
they must necessarily be scrutinised
by the Appellate Tribunal. That Tri-
bunal! must be one in which the as-
sessees and the public at large should
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have full confidence. Confidence can
come only if the tribunals are inde-
pendent and can be expected to ad-
minister justice impartially. There-
fore, it looks to me that this case for
freedom of control over the Tribunal,
requires ne rmore elaborale  argu-
ments.

Another point about the Appellate
Tribunal relates to the Chairman or
Presideut. Theie has been some con-
troversy with respect to this. I my-

self having had some experience of .

courts would prefer a person who is
experienced in the administration of
justice; always he commands greater
confidence ‘The equipment of per-
sons who have served in other agen-
cies may not be satisfactorily suthi~
cieut to bring about this confidence.
It 1s possible that their selection as
Chuitman rmay inspire confidence, but
a mere possibility is not enough.
As they say, justice must not only
be done, but it should appear that
justice is being done. Similarly, our
machinery must not only be indepen-
denl bul it should appear to be in-
pendent. Hence, the Chairman of
the Tribunal musi be a man of judi-
cial experience,

There has been an exemption pro-
vided for gratuity income-pension in-
come etc. But it is conflned to Cen-
tral and State Government servants.
The point is that all employees, irres-
pective of who employs them, and
contributes something for a rainy
day when they go out of employ-
ment. Should have this exemption:
Therefore, this exemption should ap-
ply to all, and nnot merelv tn Central
and State Government servants.

A word about the clearance certi-
ficate. The Finance Minister has
stated that he intends issuing ins-
tructions for free issue of these cer-
tificates, but the point is not about
its being issued freely. The incon-
venience that is caused by making
this certificate a condition precedent,
and even the labour and the time
involved in getting this certificate, are
oftentimes too troublesome.

Another point that struck me was
that the Air companies were made
criminally liable previously, but
under the new Air corporation _Act
the position is different. Of course,
“the Finance Minister said that if the
companies do not pay, Government
can now recover a wholé or part of
it. Whether a company is bound to
l)ay or you are entifled to recover it
n whole or in part, there is not
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much difference to my mind. There-
fore, while welcoming the ineasure,
I would stress the need for providing
safeguards in respect of the two
matters that I have mentioned re-
garc{ing the Tribunals.

Shri Basappa (Tumkur): I welcome
this measure that is, Income-tax
Amendment Bill. It includes several
beneficial provisions. It helps pro-
fits earned by Indians in foreign coun-
tries to be brought to India in a large
measure. It contains other bene-
ficial provisions which  will contri-
bute to the development of our in-
dustries. There are others on the ad-
ministrative side which will enable
this Act to be worked out success-
fully and which will also prevent
large-scale evasion of income-tax.

Regarding the scope of the Bill, a
point has been raised that most of
the recommendations of the Income-
Tax Investigation Commission have
not been included. It is true that
that Commission recommended very
many things, and it has not been
possible to include all of them. The
Finance Minister explained on the
last occasion that some of the points
were controversial, and as the time at
the disposal of Government was short
when this amendment was being pre-
pared, they could not be incorporat-
ed in this Bill, Since many people
have spoken about the comprehensive
nature of the Bill that has to be
brought, I hope the hon. the Finance
Minister will very shortly bring for-
ward such a Bill for the satisfaction
of the House.

In this connection I may be per-
mitied to thank -the Finance Minister
for the recent announcement he has
made regarding the raising of the
exemption limit in the case of In-
come-tax which will contribute to the
benefit of the middle classes and the
development of small industries.

The announcement of the Taxation
Enquiry Committee {s also very wel-
come because they will go into the
question of the incldence of taxation
in several parts of India among
several sections of the peédple levied
by the Central Government and by
the State Governments. In this way
the main provisions of our Constitu-
tion, namely that the wealth of this
country should be distributed more
equitably, will be very much cared
for by this Committee and the report
they submit will go a long way in
s%eirtxg that these provisions are adher-
ed to. i
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With these few general observations
I must say that our aim must be to
see that the honest assessee of In-
come-tax is properly cared for and
the tax dodger is severely dealt with,
because we see that a number of
honest assessees are feeling tlrat they
are not properly dealt with. There
is a lot of harassment. It would be
just like killing the goose that lays
the golden eggs. I know that a num-
ber of merchants in my constituency
want to leave off their business be-
cause they see that a certain kind of
harassment is going on. The main
purpos= of our Income-tax law should
be to see that this kind of harass-
ment of the honest assessee is pre-
vented and the tax dodger is severe-
Jv dealt with,

In this connection I might say one
or two thrings aboyt the controversial

provisions of the Bill that has been’

brought before us. The flirst point
that has been raised is as to who
should be the President of the In-
come-tax Tribunal. This has been a
highly controversial point here and
elsewhere—whether the accountant
member can also be the President of
the Income-tax Tribunal. In this con-
nection we must say that the account-
ant members are equally competent to
discharge the duties of the Income,
tax Tribunal. At the same time

must see that the public expects a
certain amount of confidence from  this
Income-tax Tribunal. Therefore the ore-
vious legislation was to the effect
that the Income-tax Tribunal should
be presided over by a judicial officer
who glves a certain. amount of confi-
dence to the public. I am not say-
ing that the accountant member is
not able to give that confidence. But
still, the judicial frame ~f mind on
the part of the judicial member will
go a long way in giving that confi-
dence. These are two extreme views,
of course. Thereforr T have no obier-
tion for a via media being followed.
namely, that ordinarily a fudicial
membher may preside over the Income-
tax Tribunal and in some extraor-
dinary cases. where the senioritv of
the accountant member and other
qualifications have to be taken intn
consideration. we may appoint in
some special cases the accountant
lr)ﬂemimr as the President of the Tri-
una

12 Noox

Another point to which I wish
to make reference is ahout the
Avvellate Assistant Commissioners. to
Which much reference has been made
in this House. Whether thevy should
be subordinate to the Central Board
of Revenue or whether they should be

109 PSD
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subordinate to the Income-tax Tribu-
nal is a very controversial point, and
a large number of Members of the
House seem to feel that they should
not be subordinate to the Central
Board of Revenue because it would
amount to the very party to proceed-
ings acting as a judge aiso. In order
to prevent this they suggest that there
should be an independent Appellate
Assistant Commissioner’s post ag that
would help a great deal in giving con-
fidence to the public. Of course the
Department put forward certain things
before us which we have to take
note of. From the practical point
of view they.say that tlre number of
cases that have been decided so far
will go to show that the independen-
ce of the Appellate Assistant Commis-
sion Is not at all jeopardised; on the
other hand they seem to give us the
impression that in nearly 87§ per
cent. of the cases the judgments given
by the Assistant Commissionerg have
not been reversed or have been up-
held by the Income-tax Tribunal.
Thereby they want to say that they
have been very impartial in their
judgment. But that is not the way to
look at things. I believe the larger
consensus of opinion is that there
should be a separation of Income-tax
judiciary from Income-tax executive,
This will certainly helo the assessees.
But probably they feel that as we
have got a separate independent Tri-
bunal in the second stage it would
work well in the first staze and
would help the assessee as well as the
Department. - They say there are
certain admijnistrative difficulties and
the staff at thelr disposal is not suffi-
cient to cope with the work on the basig
of separate judiclary and executive.
Thev put forward these difficulties.
Anyhow. since exemntions have been
given in a number of cases and some
of them are velieved of the work fn
that extent, they can now see that
some people are reserved for doing
this work. I feel that there is a keen
necessity fqr separating judiciary
from the executive. But whether in
this particular Bill we can g0 into
this question very deeply is a point
on which I have got a different opi-
nion altogether. But that question of
course i8 a very “important one. It
can however be taken up when a
comprehensive Bill s brought be-
fore us. -

Shri B. 8. Murthy (Eluru): Why
not now?

Shri Basappa: Because the relevant
section of the Act is not going to be
amended by this Bill. It is a larger
issue and can be easilv taken up
when a comprehensive Bill i brought
before us, . o)
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touch is

The next point I would
Income-tax

about section 34 of the

Act and clause 31 of the present Bill.

It refers to retrospective effect being
given to section 34. This provision
seeks to give a retrospective effect,
that is to say, the time-limit within
which the account can be reopened
is fixed in this clause which says that
so far as tax evasions are concerned
the Income-tax authorities can go as
far back as eight years, and so far as
under-assessments are concerned they
can go as far back as four years and
see that the accounts are assessed
properly. Of course this is a healthy
sign because we know from experi-
ence that between the vears 1942 and
1948 many people made very easy
money and that money has escaped
from Income-tax. And it is but right
that the St?te should get the tax in
respect of that portion. Hence the
section 1s sought to be amended to
make explicit the retrospective nature
of the operation of the section. Of

course the Finance Minister has said.

today that the Division Bench of
the Calcutta High Court has set aside
the previous order of the single Judge
and has come to the conclusion that
it has retrosvective effect: so much so,
that although there is no necessity
for a clause like this, in order to
make explicit the situation they have
brought in this clause. And there-
fore 1 welcome this also and when 1
am speaking on section 34. I must
make a reference to the State from
which I come and sav that while ao-
plying this section 34 to a B State
like Mysore which recently integrat-
ed, great consideration should be
2iven because the Indian States
Finances Enquiry Committee said that
so far as these assessments are con-
cerned, there should be some finality
to them. The terms of the financial
integration say that when income-tax
has been taken over by the Centre,
assurances have been given that what
has been decided prior to integration
will not be reopened again. Of
course, the Mysore Government had
a different system of income-tax and
according to that system they have
collected taxes. I am not speaking of
the great evasions of Tncome-tax.
Fven now they can be dealt with but
in a large number of cases with mid-
dle class assessments, if acrounts are
goinpg to be reovened. It would
harass a large number of people in
Mysore and therefore I suggest that
in the case of these B States from
whom the income-tax is taken over
by .the Centre. we should go a little
slow. In the matter of under-assess-
ments which have been compvleted. if
there are large scale evasions, you
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can by all means see that they are
properly dealt with. Buyt in a large
number of cases there should be a
finality as suggested by the Indian
States .Finances Enquiry Committee
and also according to the terms of
the Financial Integration Agreement,

Another point which I want to raise
with reference to Mysore is the steep
rise in the level of income-tax. In
the case of A States, even to come up
to this income-tax level you have
taken a very long time but now after
integration you want to ‘see that the
income-tax level in the States also
come up to that level. Tt is very good
to have uniformity in the rate of in-
come-tax but you have given certain
assurances also that there would be.
no steep rise in the income-tax level
and that it would be gradual. So I
naturally want that a1-tile more_time
should be given beforé it could be
brought into level with the other
States. Otherwise the economy of
that State will be hampered. If you
bring in this level all of a sudden. a
vast number of merchants will be
upset. T therefore suggest that these
things should be taken note of by our
Finance Minister and prover effect
should be given to them. With these
few words, I conclude.

Dr. Krishnaswami (Kancheepur-
am): The Indian Income-tax (Amend-
ment) Bill which has emerged from
the Select Committee has emerged
with relatively few scars. WManv
of the far-reaching changes which we
envisaged have not found a nlace in
{t partlv because the Finance Minister
has a feeling that those changes will
have to be included in a more com-
nrehensive measure. The Taxation
Fnquiry Committee which has been
constituted recently would probably
go into all these questions and we might
then have a comprehensive Income-
tax (Amendment) Act. But taking
the present Income-tax (Amendment)
Rill as it has emereed from the Select
Committee. I should like to enter a
ecaveat against some of the vrovisions
that are contained in this Bill on
erounds nf principle and sound prac-
tice.

Incidentally a matter was referred
to in the course of his speech by my
hon. friend Pandit Thakurdas Bhar-
gava who pointed out that it was un-
just that money which had been re-
tained by government over which
it had no title should be kept for an in-
definite period. The Income-tax In-
vestigation Commission which went
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into this matter recommended that a
nigher rate ot interest should be
charged on the money which was lock-
ed up by the Government in its trea-

sury presumably on the ground that.

mcome-tax officers would then have
an Incentive to return the money as
quickly as possible to those who were
entitled to receive it, But, according
to the present Bill, one tinds that not
only the .2 per cent. payable which
is already very low has been abolish-
ed, but there is also the possibility
that this money may be locked up for
an indefinite period. This 1s hardly
fai” to the taxpayer. Having made
this observation, I should like to point
out that there are very many import-
ant features pf this Bill which have to
be taken into account. There is, for
instance, the observation made by Mr.
Basu in his dissenting minute that
so far as the present system of In-
come-tax Appellate Commissioners
s concerned, the time has arrived
when the Ilncome-tax Appellate Com-
missioners should be free from subser-
vience to the Central Board of Reve-
nue. The Central Board of Revenue
is after all an executive branch of the
Government responsible for collecting
taxes and it would be unjust if the
same authority is both the executive
and the judiciary roiled into one.
Pandit Thakurdas Bhlrargava seems to
have hit the nail on the head when
he observed “The Investigation Com-
mission had recommended’ that the
Appellate Assistant Commissioner
should not be subordinate to the Cen-
tral Board of Revenue so far as the
promotions, transfers etc. are con-
cerned. I also submitted many a
time in the House that this reform
was an overdue.”

“I also submitted many a time in
the House that this reform was an
overdue one and should he implemen-
ted as soon as possible. It was ex-
pected that the Government will give
effect to the recommendation as it
was calculated to inspire confidence
in the general public and in the words

of the Commission, .ot only calcula- -

ted to do justice but to make it ap-
pear that justice was done. This
point was raised by several Members
of the Select Committee but unfor-
tunately, this matter could not be
gone into as the particular section of
the Income-tax Act in which direct
control by the Central Board of Re-
venue was specifically mentioned was
not sought to be amended.” I wish
this had been amended and 1 wish
we have an amendment for more rea-
sons than one, Today, we arec having
tax legislation which is of a retros-
pective character and particularly
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when it is of a retrospective charac-
ter, 1t is more than necessary that we
should have a separation of the judi.
ciary from the executive branch.

Let me now examine some of the
detailed provisions of this Biil. There
18, tor instance, clause 22 to which
my hon. friend, Mr. T. S. A. Chettiar
made perfunctory reference and which
1 wish he had analysed at considera-
ble length. I should like to examine
that clause at some length because
this clause is likely to raise many
doubts. Before the Bill was actually
submitted to the Select Committee,
many hon, Members suggested that
this was a drastic clause and we
hoped that the Select Committee
would go into this matter at consi-
derable length. Certain difficulties
arise when we consider this section.
What are the restrictions on a person,
who is not domiciled, on his leaving
the country and returning? If there
are no restrictions, at what stage
does his intention to return operate?
One does not know which authority
1s responsible for finding out whether
he is going to return or not. The
section as it reads is rather vague
on this point, It i1s said that the in-
come-tax au?horlty should be satis-
fled that the individual is going to
return to this country. But surely,
according to the section, the income-
tax authority is not the competent
authority for either giving a clear-
ance certificate or an exemption certifi-
cate. The income-tax aythority une
doubtedly knows the dues that an
individual has to pay to the State but
how is it to know whether a particu-
lar individual is going to return or
not? - Moreover when we examine this
clause, we find that here also, the
same vice that taints most taxation
legislations taints this particular
clause also. Here is a particular’
clause in which not merely is the in-
dividual who leaves the country res-
ponsible for accrued liability but for
all liability that may possibly accrue
in the future. Let me read that par-
;icltlgl,ar part of the clause rather care-
ully.

The clause reads as follows:

“(1) Subject to such_excgptions
as may be made bv the entral
Government. no person who is
not domiciled in India. or who,
even if dquyiciled in India at the
time of his departure, has, in®
the opinion of an Incothe-{ax au-
thority, no intention of returning
to India, shall leave the  terri-
tory of India by land, sea or air
unless he first obtains from such
authority as may be appointed by
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the Central Government in this be-
half......a certificate stating that
he has no liabilities under
this Act, the Excess Profits Tax
Act,_ 1940 (XV of_1940), ‘or the
Business Profits Tax Act, 1947
(XXI of 1947) or that satisfactery
arrangements have been made
for the payment of, all or any of
such taxes whichr gre or may be-
come payable by that person:”

I take objection to the words ‘may
become payable’. I can understand
an individual being liable for those
liabilities which he has already in-
curred. How on earth .is it possible
to support a clause in which you are
fettering the right of the individual?
You are suggesting that he should
also contract to make himself liable
for some obligation which may mate-
rialise later on.

Furthermore, there is another as-
pect of the matter which has to be
gone into by the Finance department
of the Government of India. It is
true that this clause makes reference
to liabilities; but what about liabili-
ties which are under dispute? How
are they going to be settled? How is
a clearance certificate to be given in
this instance? How is an exemption
certification to be given? Suppose,
for instance, the Income-tax authori-
ties decide against an individual,
What is the provision for an appeal
against the decision? How are all
these matters to be gone
think that the whole matter has to be
gone into afresh and that we ought
to have the whole clause redratted,
because without re-drafting this
clause, we would really not be in a
position to understand what exactly
is the intention behind this clause. If
the intention of the clause is that an
individual should get a certificate
that the Income-tax authority is satis-
fled that he will return, the whole
clause could have peen wotded in a
slightly different manner. 1 suggest
that the Finance Minister may with
profit perhaps adopt the particular
ve:t'fion which I recommend to his
notice:

“The authority competent to
Issue passports shall issue the
passport only after satisfying it-
self that the person seeking a
passport has obtained either a
certificate from the Income-tax
authority that he intends to re-
twrn or a certificate from the com-
petent authority that he has no
liabilities or that arrangements
nave been made.”

This particular . version,

in my
Judgement gives the

opportunity to
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the Government to safeguard its in-
terests and at the same time, the liber-
ty of the subject is also safeguarded.
As it is, this clause is worded so
‘loosely that it may be used as an
engine of oppression against people
who wish to go out of the country,
and_may be utilised for the purpose
of delaying people from going abroad.

Then, there is clause 31 (old clause
34). The Finance Minister while
speaking ‘on this clause, pointed out
that a Division Benclr of the Calcltta
High Court had ruled that the clause
was retrospective in nature and that
the present amendment was super-

. fluous. The main criticism that is ad-

vanced against this clause is that it
is retrospective in character. 1 wish
it had been possible to have omitted
clause 34 or at any rate amended it
as it was in 1939. I know that it is
not right tg have retrospective legis-
latign, _particularly in_ matters per-
taining to taxation, But, of late, re-
cent developments have shown that
retrospective legislation is popular even
in the sphere of taxation. In the Unifed,
Kingdom, the problem of tax avoid-
ance is a major problem which has had
to be met by legislative enactment.
There, as it has been . pointed out,
while originally it was considered to
be good business and sound morality
on the part of the tax-payer to avoid
payment of tax according to law, to-
day, it is not considered to be good
and therefore there have been very
many restrictions on the manner in
which individuals can avoid taxation.
Section 28 of the 1951 Act of the
United Kingdom points out that so
far as an individual is concerned, a
Commissioner of Income-tax has
power to disallow any transaction
effected before or after for the pur-
ose of avoidance or reduction of lia-
gi]ity to profits tax. I agree that this
example has been followed by many
States. Here clause 31 (old clause 34),
if one examines it carefully, one finds
thrat it is not merely tax avoidance
that is sought to be penalised, but
other matters are also sought to
be penalised. .Clause 31 is an
omnibus clause which could bring
under its purview practically all
types of transactions. Any type of
transaction ~can be opened. Be-
sides. What is the meaning of opening
up a transaction which is four years
old? What for instance, is thre mean-
ing of introducing this taxation mea-
sure which enables the tax gatherers
to collect a tax retrospectively for
the past four years? In certain cases.
an individual would not have been to
blame at all for not having paid the
tax. It reminds me of Morton's fork
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in the times of Henry VIII, which was
utilised as an instrument of torture.
I venture to suggest that in this par-
ticular clause 31, there are so many
provisions which could be utilised as
an instrument of torture by Income-
tax officers. I do think that if we
are going to open up transactions for
a period of eight or four years, not
only will it be possible to ruin indi-
viduals; you can also utilise it as a

powerful weapon for harming those *

of your political opponents, against
whom you may be inclined to take
action.” I do think that this particu-
lar aspect has to be gone into very
caretull};,, Because, if 1t is a case of
your being in a position to levy taxes
retrospectively and that too. for a
period of 8 years or even 4 years,
You are in a position to ruin business
enterprises, you are in a position to
ruin an individual professionally. After
all Income-tax assessment has the
same priority as land revenue assess-
ment and all that the individual can
do, once he is assessed, is to pay first
and then appeal. By the time he has
paid, he would hardly be in a position
to appeal to the various bodies. I have
known several cases where indivi-
duals have been ruined, because hav-
ing paid for 2 or 3 years, quite a lot,
they are not in.a position to conduct
their cases before the appellate au-
thorities. This particular provision
can be used as an engine ot oppres-
sion, I would like either the clause
to be dropped altogether or to be
modified so as to bring within its
ambit only those who are tax
avoiders, and that too for a period of
2 or 3 years. Unless this reform is
effected, I think we would be taking
a very dangerous step, and giving the
Income-tax authorities power to ruin
many sections of our community.

There is one provision to which
some lron. Members have taken ex-
ception. That provision relates to the
concessions that have been granted to
the Insurance companies. I w~enture
to hold the view that so" far as con-
cessions have been given to the Insu-
rance companies, they are conces-

. sions which have been dictated in the
\Droper spirit.

My - only grievance
against the hon. Finance Minister is
that the concessions do not go far
enough. Whereas in thre case of other
countries like the United Kingdom and
others, we give 100 per cent. conces-
sion, here we give only 80 per
cent. So far as the Insurance com-
panies are concerned, they are the
media and the receptacles through

which public saving takes place on a
large crala Anwthinag whish ie Anna
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to promote the saving habit
be most welcome.

Pandit K. C. Sharma (Meerut Distt.—
South): I have gone through the pro-
visions of this Amending Bill and I
find that most of the provisions are
helpful and would be beneficial to
the administration, of the Income-tax
Act. I entirely agree with the precea-
ing speakers that the office of the Assis-
tant Appellate Commissioner should
not be subordinate to the Board of
Revenue and it should be subordi-
nate to the Tribunal. I have no fear
that because of that subordination
any injustice is done, or the Board of
Revenue wants that injustice should
be done, or injustice has been done.
My only plea is that as Mr. Chatter-
jee said it is not only sufficient that
justice should be done, but it is neces-
sary that it must seem to be done. In
the long course of our experience,
judiciary as such has come to com-
mand the confidence and belief of
the people in its fairness and capa-
city to dispense justice. Theretore,
it is all the more necessary that now
this office should be under the Tribu-
nal, and not under the Board of
Revenue. It is not very good to say
that because the Board of Revenue
regulateg the transfer, promotion ahd
all these things with regard to the
office of the Assistant Commissioner,
he is liable to be influenced by the
consideration of getting more taxes
rather than doing justice to the asses-
sees, This, I think, is going too far,
and ther¢ are not sufficient grounds
to think like that. But in order to
get justice appear to be done, this
office should be under the Tribunal,
and not under the Board of Revenue.

\

There should have been a pro-
vision giving authority to the income-
tax officers te enter the premises .in
search of accounts books. I made this
point when the Bill was being sent
to the Select Committee and I find that
that prfovision has not been inserted.
1% ig necessary in the same sense as to
find stolen property. Suppose a man
commits theft. He canceals the pro-
perty somewhere. Now, the Police
is authorised to go and search the
place and take hold of the property.
In the same way, if a tax-evader
conceals his books, hag double ac-
counting system or does amy such
thing, the authorities should be em-
powered under the law to go to the
place, enter the house, get hold of the
books and get the offence investigat-
ed. It is necessary. It is no use sav-
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man.” Nobody is a gentleman who
commits an offence and evasion of
taxation is no less an offence than a
thett. Because, what does the thief do?
He takes away the money he has not
earned. What does the tax-evaaer
do? He takes away the money he is
not entitled to have, Theretore, if
tfor getting the stolen property there
is power in the hands of the Police
to enter the permiseg and to search
out and get hold of the property, it
is equally necessary that the Income-
tax authorities should have the power
to enter the premises, get hold of the
books and do the needful

The second thing I find missing is
the power to prosecute people if
they make false statements or pro-
duce forged documents. I have be-
fore me the report on the Working
of the Income-tax Investigation Com-
mission, ‘and the observations begin:

“The Commission found itself
pitted against some of the acutest
brains in the country, both lay
and legal. In almost every case
assessees were represented by
Advocates, Solicitors and/or Ac-
countants and in some of the
keenly contested cases with large
stakes, prominent Counsel includ-
ing retired Judges of the High
Court, appeared and led evidence
and advanced arguments.”

That is their legal right, and nobody
can grudge them that right, They can
be represented by lawyers. But the
tendency to take delight, or to take it
as a matter of right, to evade taxa-
tion is to be deprecated. It is one thineg
that a man has committed theft, and
it is another thing that he defends
ift. It is his right to defend himselt,
but to have a sense of approbation
with regard to the theft is a bad thing,
because it contravenes the responsi-
bility of a citizen under the Cohstitu-
tion to be true to the structure of the
State. This is not a State running
under an absolute power in  which
the President can order a set of peo-
ple to pay every cingle ple that they
have in their possession, or that
money should be procured somehow.
It is a State which is run under the
rule of law.  Therefore, tax-evasion
results in greating conditions in which
the cflicient working of the Govern-
ment machinery becomes difficult.
Thig is no less serious a position than
the position of increase of crime in
society.
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Then the report states that there is
the case of a high class jeweller 1n
Bombay—the name is not given—who
nas made lot of profits and has so
manipulated the busmmess that the
voiume of the business or the name
of the purchaser is not given. Then
there 15 again the case ot a irm of
commission ggents and cloth mer-
chants who made huge amountg with-
out disclosing the amount of business,
and without disclosing the money that
passed on. There is quite a big num-
ber ot cases given here. 1 will read
only the coacluding paragraph. It
5ay8:

“In one particular case, . the
Commission had to regret the
protection given to tax dodgers
by reason of the secrecy enjoyed
by the secrecy provisions of the
law in view of the utter reckless-
ness with which the assessees had
behaved in creating false evidence
with the co-operation of some bank
employees.”

So, ‘my respectful submission is that
false statements or production of for-
ged documents is as heinous a crime
1f it is produced or if the statement
is made before the Income-tax au-
thorities, ag it is if the false state-
ment ig made or false documents pro-
duced before a Court of Law, be-
cause If one is harmful to the law
and order and peaceful establishment
of society, the other is equally harm-
ful since it stands in the way of
establishing that law and order be-
cause of lack of funds to provide the
necessary wherewithal. Therefore, my
submission is that in the law there
should be a provision that those who
make false statementg and those who
produce false documents should be
punished in the same way as they are

.punished when they commit the same

offence before a Court of Law.

In this comnection, I should also
submit that this secrecy provision
should have been long ago done away
with, and it does not serve any useful
purpose. The names of the tax-dod-
gers should be published. There
should be no secrecy about it.

Another provision that (I would like

~1o be Included in it is this. As this

report shows, there have been quite
a lot of ingenuity about keeping
double accounts with a view to
evasion of taxation. In this way
ordinary Income-tax officers find
themselves sometimes , rather often,
incompetent to find out the true facts,
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because the training of the man s
ordinarily with regard to doing an
honest Jjob. ' If all the intellectual
subtlety is used in manipulating ac-
counts. the poor Income-tax Officer
finds it difficult to ind out the facts.
Therefore, it should be permissible
that in such cases the books may be
serutinised with the help of the third
party, i.e. the expert. When they
engage very big lawyers and accoun-
tants who manipulate the accounts, the
department should be authorised * to
take the help of people who would be
competent to read between the lines
and find out the facts.

Another point that I may make re-
ference to is that of getting informa-
tion. Tt is very difficult to et infor-
mation about tax-dodgers. Therefore,
in cases where a clue is given, the
person who gives the clue should be
rewarded. That way the country may
bieneﬂt by way of more tax-collec-
tion.

Having said that. I come to Clause
22. One of the previous speakers
said it would ' be very difficult for
people going abroad to satls’ty the in-
come-tax officers that the$ will re-
turn back. The law as-it is proposed
to be says:—‘“has, in the opinion of
the income-tax authorities no intention
of returning to India”. That s,
ordinarily it would be presumed that
a man domiciled in India after going
abroad will return home, But' there
might be circumstances, there might
be evidence in the handg of the
income-tax authorities which indicate
that the man does not intend to re-
turn back, In that case alone, the
provision of the section would be ap-
plicable. Ordinarily it is the pre-
sumption that the gentleman who is
residing in India. domiciled in India.
would be returning back., It would
be only exceptional cases on the basis
of certain evidence in the hands of the
income-tax authorities that the in-
come-tax authorities will come to the
opinion that the man is not intending
to return back. Therefore, the difficul-
ties envisaged have no foundation at
all. There need not be any worry
over that. It is so simple a thing.

Another point was made by my
friend, *Mr. Avinasilingam. Clause
31 deals with 8 years,accumulation of
income-tax—it is true. But if vou
cannot ignore the ‘blackening’ of the
social structure that has been brought
about by inflation. by doing sn many
mischievous things through easv
money and if vou want to stabilise
the society and the economic struc-
ture of the country, it is inevitable
that al] the ill-gotten gains of the
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wartime must be brought within this
and the money realised. Once you
ignore these serious offences and
crimes, then there would be no end
to people doing mischief, repeating it
again and again, getting easy money
and creating all the disturbance in
the economic life of the country.
This is necessary and we should not
grugge it. On the other hand, we
should give 'the authorities enough
powers to see that the fhing is done
speedily and efficiently, With thege
words, I resume my seat.

Shri Raghuramalah (Tenali): Much
eloquence has been poured on the
question whether the Appellate Assis-
tant Commissioner -should be sub-
ordinate to the Appellate Tribunal or
to the Central Board of Revenue as
at present. Stated as an abstract pro-
position no one will dispute the desir-
ability of a judicial authority being
independent of the executive. But the
proposition cannot be applied to everv
case without taking into account the
nature of the case. The question is:
is there any provision for an indepen-
dent judicial authoritvy under the
Income Tax Act or not? If there is.
then should at every stage of the
proceedings under the Act there be
a judicial authority independent of
the executive? Well if we proceed «on
the assumption that at every stage
there must be such a juydicial
authority then I do not know how the
IT.O. himself can function. The
LT.O. is an executive officer. he isthe
collecting authority. If we go on the
principle that at every stage
there must be a judicial authority,
then you must entrust even the collec-
tion of income-tax to a judicia] officer.
But then the judicial officer will be-
come an executive officer! That Is
why. T would respectfully submit. the
Act has made a very healthy
difference A certain stage has been
fixed where the judicial machinery
wx'll step in as a corrective to the ad-
ministrative vagary. In the first
place, you have got the I.T.O. Then
there is the provision for appeal to
the Appellate Assistant Commissioner.
that is the first apbpeal stage, that is
meant to be an administrative correc-
tive and any person not satisfied with
that has got the further right of ap-
peal, both on facts and on law to the
Aprellate Tribunal which is whollv
a judicial authority independent .of
any administrative control. It mav
be asked. what is the harm in having
even at the stage nf the Assistant An-
pellate Commissioner a coripletely
judicial authoritv? Now you have
got the healthy nrovision in, T think.
Section 82 of the Income-tax Aqt
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which gives power to the Commis-
sioner of Income-tax to interfere even
su0 moto in matters decided by the
Appellate Assistant Commissioner. If
you make the Assistant Commis-
sioner stage also a wholly Jjudicial
stage, the benefit we get from the
provisions of Section 32 would be
gone, and there would be, just like in
any other civil or criminal matter a
series of judicial pronouncements
without any opportunity to the ad-
ministration to correct its wrong
dicisions.

I understand from the statistics
available that for the years 1949.
1950, 1951 and 1952. 90 per cent. of
the cases decided by the Appellate
Assistant Commissioners have been
upheld by the Appellate Tribunal.
There is, therefore, not even a case
that the Appellate Assistant Com-
missioners have gone astray or that
justice has suffered at their hands.
As I said at the very outset. this is
not a case where there is absolutely
no judicial machinery. Any operson.
who is not satisfled with the de-
cision of the LT.O. can go to the Ap-
pellate Assistant Commissioner, and
the department itself, through the
Commissioner. if it is dissatisfled with
the decision taken by the Appellate
Assistant Commissioner can alter it.
If at that stage an assessee feels that
fnjustice has been done, there is a
completely judicial authority—the Ap-
pellate  Tribunal—which has  got
jurisdiction not only on guestions of
law but alsn on auestions of fact,
available to him. And on top of it.
he has got the High Court which has
got jurisdiction in matters of law and
aleo. 1 believe. in a few cases in mix-
ed questions of fact and law.

It is no use to be theoretical. We
must also see what the actual practice
is in other countries. My informa-
tion is that in no other ecountry thev
have a judicial authority at the first
appellate stage. This is not a mere
elvil or criminal matter. We are
dealing with income-tax. one of the
vivotal points on which the adminis-
tration of this countrvy rests. We can-
not leave it to a judicisl authority at
every stage. If we go by that princi-
ple, then pari passu cven at the
earliest stage of the LT.O. you must
leave it %0 a judicial authority which.
I submit with all respect, would be
simply preposterous.

1 wosld come, Sir, to the next point
and that relates to the Tax Clearance
certificate. 1 am one of these who
naturally agree that the income-tax
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should not be made am unbearable
burden on people leaving this country.
We must, of course, give them every
facility and should not make it an
unbearable strain, There is grave
danger in leaving it entirely to the
discretion of the income-tax authori-
ties to say in what particular case a
man has the intention of returning
and in what particular case he has no
such ‘intention. That would be leaving
it entirely to the vagaries of the
officers. Perhapg some corrective can
be made to that in the rules that we
are contemplating under the relevant
section. Yes I have got the section;
you need not laugh; you can laugh
after the section is read. The parti-
cular ‘clause s sub-clause (4) of
clause 22, It says:

“The Central Government may
make rules for regulating any
matter necessary for, or inci-
dental to. the purpose of carry-
it;xg c;.v'ut the provisions of this sec-

on.

A heavy responsibility rests on the
Government to ensure that all avoid-
able inconvenience is avoided. After
all, it is a matter of daily occurrence;
so many lakhs of people leave this
country and lakhs of people rome
here. - The clause, as we have:got it,
would make it appear ag if in every
case a man must get an exemption
certificate before he leaves the coun-
try. I do not know whether this is
the intention. But that is what clause
22 would make it appear, because it
says:

...... no person who is not
domiciled in India, or who, even
if domiciled in India at the time
of his departure, has, in the
opinion of an Income-tax authori-
ty, no intention of returning to
India, shall leave the territory of
India by land. Sea or air unless
he first obtains from such au-
t}:ority as may be appointed by
the Central Government in this
behalf......... a certifichte stating
that he has no liabilities under
this Act,.......... LY

“Provided that if the compe-
tent authority is satisfled that
such person intends to return to
India. he may issue an exemption
certificate either in respect of a
single journey or in respect of all
journeys t(.)' be undertaken by that

Well, a person who wantg to leave
this country—assuming that he is an
income-tax assessee—will not know
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whether the department actually
thinks he is going to return or not.
That means in every case an assessee
going out must get the certificate
from the income-tax authority. I agree
with some qf the friends who have
criticised it that this would cause
very great hardship and the greatest
care should be exercised that this
kind of hardship is avoided. When
they frame rules under clause (4),
Government should see that only in
exceptional cases this kind of xjestrie-
tion on the liberty of the individual
is encountered and that in all other
cases the procedure is smooth and not
at all burdensome or irksome to the
people. 1 think this is a matter which
the Government should very serious-
ly cansider at the time of the fram-
ing of the rules. Even now, if any
helpful amendment can be made to
this section, I for one, would appeal
to the Finance Minister to accept it.

As regards the question whether
the Chairman should be a Judicial
member or an Accountant Member,
the Finance Minister said he would
welcome an amendment which would
not bar an Accountant member and
that the provision should be that
ordinarily the Chairman shall be a
judicial member. That would imply
that in exceptional cases the Chair-
man could be an accountant member.
I am not one of those who are parti-
cularly prejudiced against accoun-
tant members or particularly fond of
judicial] members. No man is born
as a judicial member or ag an ac-
countant member. It is a question of
training and practice. At the initial
stage, I suppose when the Tribunal is
first set up. to preside over it and to
bring to bear on it a certain sense of
detachment and a perfect sense of
judgment, it would be helpful to
have a judicia] member; but, when
those judicial members and accoun-
tant members go on sitting day after
day, and acquire experience, I do not
see why an accountant member can-
not pick up that much of judicial pro-
cedure and habit. I would not, there-
fore. bar an accountant member from
becoming the Chairman, if h is found
to be suitable, Without making any
general reflection on judicial mem-
bers I must say I have known some
who are perhaps no better than—I
will not put it stromger than that—
fome of the accountant members whom

know. Therefore, let us not bar
this category or that category. Ordi-
narily, as T said, and at the com-
l!:!encement of a Tribunal, it would

e helpful to have a judicial member
as }he Chairman; .but, if later on ex-
perience shows that an accountant

109 PSD
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member also is equally competent or
more competent, let us not, merely
because of some attachment to some
particular dogma, bar an accountant
roember from becoming the Chairman.

There is another point which 1
would like to submit for the consi-
deration of the Finance Minister be-
cause I really feel a little intrigued over
it. It vrelates to the amendment of
section 41, that is clause 3 of the Bill,
and I am referring in particular to sub-
section (3) on page 18. The sub-sec-
tion reads:

“Subject to the provisions of
clause (c) of sub-section (1) of
section 16, any income derived
from property held under trust
or other legal obligation wholly
for religious or charitable purposes
in so far as such income is ap-
pled or accumulated for appli-
cation to such religious or chari-
table purposes as relate to any-
thing done within the taxable ter-
ritories....”

I do not know whether the inten-
tion is that the application or the ac-
cumulation for application should be
in respect of an existing matter only.
Suppose an orphanage is to be start-

by a charitable institution and
money is to be spent on that new
orphanage; will it get the beneflt of
this clause. The words ‘relate to any-
thing done within the taxable terri-
tories’ are rather intriguing. If they are
merely meant to refer to a religious
or charitable purpose within the tax-
able territory, that means inside the
country and not outside it, then those
words are not necessary. AS$ the
clause now stamds money applied or
accumulated for application only to an
existing thing would get the benefit of
the exemption. I do not know whe-
ther that is the intention. I would
respectfully appeal to the Finance
Minister to closely examine it and see
that the intention of the section is not
impaired, by ambiguity of language.
Personally, I would support the pro-
- position that it should be open to
8 charitable institution to spend itg
money not only on an existing charty
but also on any future charity pro-
vided, of course, the charity is within
the confines of this country and mot
wosls”sppest 10"t Fomea A

appeal to i

ter to examine. e Finance Minis-

i .

Subject to these few
would wholeheartedly su;e;o‘:{ ka'thcle:
Bill as amended by the Select Com-
. I think many of its irksome
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features have been remedied and I
would appeal to the House also to ac-
cept it.

Shri T. N. Singh (Banaras Distt.—
East): I have, not throughout the day
but about a good part of the day,
listened to the various speeches and
I feel that this measure is just one
of the first steps to be taken for a
form of law which requires much
change, several changes. Times have
changed, our needs have changed and
the whole Income-tax Act is so old
that it requires modification in
various directions.

Take for instance the system or
the machinery of realisation of In-
come-tax. 1 feel that during‘the war
the number of assessees increased
considerably. The work of the Income-
tax department also increased conpi-
derably. The staff, 1 am gtraxd. with
all the best wishes and with all the
energies they could put to this task.
were found not fully equipped to
meet the requirements, The Govern-
rient ‘have been compelled to recruit
also in several cases in a hurry. In
ceveral cases, promotions have had
to be made and I do not know whe-
ther all that has been gonducive to
strengthening the services of the
Income-tax department. 1 am sure
the Finance Minister is aware of
these facts, While I think, the
services have done a good job of the
work so far, it is very necessary that
they should be strengthened by a
better class of men: more qualified
men should be brought in, if possible,
because we have had to recruit men
in a hurry. That fact has also to be
realised. With this increasing stress in
the country on the necessity of realis-
ing as much as possible through
direct taxation, the Income-Tax
partment requires to be strengtheped.
and the Act requires to be modified
and reformed to meet the needs of
the situation. Tax evasion is com-
mon not only in this country but it
is to be found in almost every coun-
try, and with time and experience,
the methods of evasion have increas-

I do not know whether we have
yet been able to devise suitable
methods to deal with this menace.
My hon. friend from Bengal plead-
ed very vehemently for the separa-
tion of the judiciary from the evecu-
tive in regard to appellate questions.

I think the approach was wrong. In.

the Income-Tax Department. a cer-
tair. assessment is made and a liabi-
lity is cast on the assessee. He should

(Amendment) Bill 4976

always have an opportunity to re-
present and talk the matter over with
the party which has assessed him.
If we mske it entirely judicial, peo-
ple will be guided by the rules and
not by the capacity of the tax-payer.
An appellate court of a quasi-judicial
nature affords an opportunity to dis-
cuss things on the level of practi-
cability. Supposing a business has got
certain credits with another party, he
does not at ornce go to a law court.
The debtor and creditor try to discuss
thinggs and see that as much money
as possible is realised. After all, the
assessment of income-tax is mastly
done at the clerical level to start with.
You must provide for a stage where
the assessor and the assessee can
discuss things on a higher leval than
the one at which the preliminary
assessment was made and see whe-
ther a via media is possible. That
system has worked very well in other
countries. So. it s not a question of
the separation of the judiciary at all.
That is my view. and 1 consider that
the issue brought in by Mr, Chatter-
jee is extraneous.

There is one point on which I feel
very strongly, namely, the question of
the inspectorate staff. This stafl has
grown up during and after the war.
Its necessity has been felt because of
the increasing number of cases of
tax-evasion and the various complex
methods adopted by the assessees to
evade income-tax. 1 think every sec-
tion of the House is unanimously of
opinion that the tax-evader does
make money in all sorts of fashions.
There is plenty of money lying even
today with people—cash. notes etc.—
despite the demonetization of one
hundred rupee notes and various
other steps. and this 15 black market
money. In regard to the Income-tax
Investigation Commission, I am sor-
ry to say that we had great expecta-
tions. but they have not been fulfilled.
No doubt, the Commission has brought
out a very valyable report dealing
with certain very intricate and im-
portant cases. but we find that time
is marching and the money that these
tax-evaders had is being frittered
away. Who is the loser? The State,
which is In dire need of money. It
is taking to deficit financing and a
sort of indirect burden is being plac-
ed not only upon ourselves but upon
future generations. 1 think the whole
~House is unanimous that no quarter
should be given to people who by
their evasive methods. throw the
burden on the entire nation in this
fashion, I feel that the Inspectorate
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staff, and the investigation staff—one
section of it—require strengthening.
I was sorry to find from this report
that the directions which this stafl
will have to give to the income-tax
officers will form the subject-matier
of discussion before the tribunals or
appellate courts. This does not give
a fair chance to this staff to do its
work properly. I do not know why
the Select Committee at all deleted
Section 4(b). Information comes to
the people concerned in the Income-
“Tax Department. . Some of it may be
slightly inaccurate or unfounded, but
they go into it cautiously. If their
method of investigation and obtain-
ing information is now subjected to a
discussion befcre an appellate tribunal
it will hamper their work and crack
the procedure and style they adopt.
Therefore, 1 think that this step has
been retrograde. It may be said that
this staff has too free a hand. If that
is the only reason, every step should
be taken and can be taken soon to
strengthen this staff and increase its
efficiency. "We have not heard any
complaints—at least, I have not—
that this staff oversteps its limits and
harasses people. On the other hand,
my complaint is that the staff isover-
cautious, There is definite informa-
tion, but it cannot go ahead due to
obvious limitations in the law. Take
an agriculturist who is subjected to
levies. He has to 'supply every type
of information to the settlement
officer and there is no objection to
forcing it from him. But here, if an
income-tax officer calls for informa-
tion from an assessee as to his various
sourceg of income, his total income
etc. or if he wants to look into his
bank account, he cannot do so. In
the flelds in the villages, the whole
thing is an open book. In the course
of my work in the P.AC. I came
across many shady concerns. I
wanted to know as to what wag the
position in regard to their Income-
tax payments, I wag told that I
could not ask. That is an informa-
tion which is so confildential that it
exceeeds, in the nature of its confl-
dence, even all the other highly confi-
dential documents of the Govern-
ment which are placed before the
Public Accounts Committee! Are we
not protecting such people? I have
come across deflnite cases whete I
know and I have ample evidence to
show that those firms are shady
firms. Their whole transaction is
subject to a great deal of suspicion;
not only suspicion, they are dishonest.
I am prepared to say that. Yet we
cannot get that information.

A Committee of this august House,
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this sovereign Parliament, cannot get
that information. They are so much
proteeted. Yet there are people here
who. I am sorry to see are prepared
to protect the great capitalist or the
great moneywallah to any extent. No
voice wag raised, no voice has been
raised before or after or today, when
all sorts of information is demanded
from the poor agriculturist when his
assessment is made for rent or any-
thing; no question is raised. There
is no question of confidence in his
case. But here they intervene and we

. cannot get the information in trying

to ind out whether g particular firm
or concern is dishonest, shady or un-
desirable.

That is why in the very beginuing
I said that the whole Income-tax Act
needs a great deal of modification.
Times have changed. Methods of tax
evasion have changed considerably.
People who deal in thig are clever,
cleverer than the Income-tax Depart-
ment of the Government.

Not only that. I am sorry to say
that retired Income-tax officers are
allowed to function as advisers . of
businesg firms in order to tell them
what Government can do and what
it cannot do and just protect them.
I wish there were some law to pre-
vent that. All the Government secrets
are available today through the re-
tired officials to the businessmen. But
their secrets are not available to the
Government. That is the tragedy of
the sityation.

Therefore in this respect I humbly
suggest that the Income-tax Act, as
our friend Mr. V. P. Nayar said, re-
quires a great deal of change. And
the Government are committed to
bringing out the necessary changes
at an early date. I hope the Finance
Ministry will be coming soon with the
necessary modiflcations in the law.

Then I will come to the next point,
namely about charitable institutions.
Much has been said by certain per-
sons that they should be exempt and
that the new change made is un-
desirable. It is all right on the face
of it. I feel rlgo that charitable insti-
tutions should be trsated on a diffe-
rent level, They have been so treated
in certain cases, and they are mnot
entirely on a par with the other.peo-
ple even in this measure. But there
are certain things of which I have in-
formation. T know of trusts whose
moneys have been employed for
acquiring business concerng or con-
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cerns worth crores. (Shri K. K. Basu:
Disclose their names). And I want
to know whether in the name of
charitable trusts we shall /allow all
this to go on. (An Hon. Member: No.)
If that is not so, then I think the
change made here is desirable and
nobody need have any objection on
that point. As a matter of fact, even
the clause as it is worded today 1n
this Bill will probably have to be
changed by experience. That is my
view. Because with regard to chari-
teble trusts I know—it is a question
of generations—in the name of chari-
table trusts a number of things are
being done. We have got those
dharmadas. God knows, but after
the businessman actually becomes
bankrupt or insolvent, the dharmada
comes back as capital money to
him in some other way. I know of
several cases of such -nature. There-
fore we have to be very cautious.

As I said in the very beginning, the
methods of evasion of Income-tax
have become so varied and complex
that they require very close study and
the law has to be modifled in every
detail. I also admit the danger of
mdking our law tod complicated. be-
cause it may lead to certain abuses.
We do not want that, At the same
time, taking the law as a whole, let
us see how many people will actually
be affected, in the real sense of the
term. who may have a posgible grie-
vance.

The ordinary man who has got
fixed incomes. the lower middle-class
and the middle-class,—probably the
lower middle-class will not be affect-
ed—does not come in for much trouble
because of this Act. A few thousands
will remain who will be affected. I
cannot understand the concern ex-
pressed that they must get absolute
Justice, that we should not only be
just but appear to be just. Now, that
is a formula which is llkely to be
abused, I must say. Because the
benefit of doubt at times extends so
far that ninetynine per cent. of the
culprits escape and only one percent
is caught hold of. So we must keep
a balance about thege things.

That is my humble réquest to the
House, that in any change that has
been made and that we comsider we
shoul? ksep the paramount neces-

23 APRIL 19853

(Amendment) Bill 4980

sity of tapping this source, namely of
Income-tax, which is a direct tax,
which is a desirable tax and which is
very necessary for all the plans and
projects that we have in view, and
therefore no quarter need be given.
Not oply that, I think it is the duty
of the Income-tax payerg to see that
they pay their taxes honestly with-
out any attempts at evasion and ra-
ther contribute it willingly so that
the country might go ahead. If the
country goes ahead then their business
also will go ahead.

One thing more I want to say and
1 will conclude, and that is aboul
foreign capital. Unfortunately I do
not find myself in zomplete agree-
ment with what Mr. Nayar said It
has been our sad experience that
capital here has almost been on strike
I may say. They have not co-operat-
ed. If they will not invest, if they
will not come forward with their

enterprise—because they want so
many concessions and they almost
dictate to Government “if you do

this or if you do that then only we
shall invest money”—if capital has
become shy. all right,. there is the
other capital which has not become
shy. What is the harm in taking it?
After all they will come in our coun-
try and we will have the final con-
trol, this House will have the final
control as to how they function. 1f
they function in an anti-national way,
this country, this Government and
this House will have every right
to step in at any minute, at the
shortest possible notice and deal with
them drastically. That being so, I
see no-reeson why we should not wel-
ecome it. I would prefer it out of
sheer disgust at the way our planning,
our industries are suffering and have
suffered becuuse some people are shy,
some people are nervous and create
all sorts of nervousness unnecessarily.
Why not welcome the other capital
and offer them the same facilities? I
think that is the right move and the
right answer to all these capitalists.

Mr. Deputy-Speaker: The Finance

Minister will reply to the debate day
after tomorrow.

Qu?::e nguste Eth}eu? mfﬁo’:tmed till a
r Pas of the Clock
Friday, the 24th ?p‘rﬂ, 1983. or





