
lncome-Tu:r AUGUST 25, 1961 Bill 

[Shri Goray] 
jia saying that the summons to appear 
before the House should be postponed 
by 14 days or something like that. 
The telegram also stated, you inform-
ed the House, that he was sending a 
letter to you. Have you received that 
letter? 

Mr. Speaker: I have not Yet receiv-
ed the letter. I have receivd informa-
tion that he has filed a writ in the 
Supreme Court (lnteTTUption). Let 
us wait and see what is going to hap-
pen. 

BUSINESS ADVISORY COMMITrEE 

SIXTY-SIXTH REPORT 

Shrl Satya Narayan Sinha: Sir, 
bei to move: 

"That this House agrel's with 
the Sixty-sixth Report of the 
Business Advisory Committee 
presented to the House on the 
24th Au1ust. 1961" 

Mr. Speaker: The question is: 

"That this Hou.~e a,ree!I with 
the Sixty-sixth Report of the 
Business Advisory Committc>c 
presented to the Housl' on the 
24th August. 1961." 

The mo!iori was adoptrd. 

II bn. -•!Iii 

INCOME-TAX BILL. 1981-Contd. 

Mr. Speaker: The House will now 
take up further c.-onsidnation of the 
followin1 motion moved by Shrl 
Mor11rji Desai on the 18th Au1ust, 
1961, namely:-

"That thl' Bill to eonsolidate and 
amend the law rPlatinc to lncome-
tax and super-tax, as ?@ported by 
the Select Committee, be taken 
Into etm!lidM&tion." 

Time allotted is ten hours. Time al-
lotted for General Discussion is seven 
hours out of which six hours have 
already been taken. There is a 
balance of one hour for General Dis-
cussion. 

Sbrl M. R. Masant (Ranchi-East): 
May I know, Sir, when the hon. 
Minister will be called on to reply? 

Mr. Speaker: How long does the 
Minister like to take for his r"ply? 

The Minister of Finance (Sbrl 
Morarjl Desai>: Half-an-hour. 

Mr. Speaker: He will be called at 
one o'clock. 

Shri Morarji Desai: I might take a 
little more also. I may be called at 
quarter to one. 

Mr. Speaker: He may start at J ·OO; 
if necessary I will extend it by 15 
minutes. 

Now. Ch. Ranbir Singh was in pos-
session of the House. He may con-
tinur his spec·ch. 
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Shrl C. K. Bhattacharya <West 
DmajpurJ: Mr. Speakrr, speaking on 
this Bill I want to draw your atten-
tion to a grc•at defoC'l in the Bill 
which has remained unremedied in 
spite of agitation earned 1gamst it 
for a long time. and that is in the use 
of th<' exprC'!'sion "Hindu undivided 
family" without defining it anywhere 
in tht· Bill itself. The result of the 
\'agu<' u~t· of this C'Xprcssion has been 
that it ha~ been extended to families 
which do not and should not come 
under it and unjust assessment baa 
been made upon such families. 

I draw the attention of the House 
and the Gcwemment to this anomaly 
in the Act durln1 my speech in 
the budlet discussion lut year and. 
encoura1ed by the 1ympatby that I 
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received from Dr. B. Gopala Reddi, 
who was at that time in the Ministry 
of Finance, I put in an amendment 
to the particular section. When the 
Income-tax Bill was being referred 
to the Select Committee, I made 
repeated attempts to have my amend-
ment referred to the same Select 
Committee along with the Bill, but, 
unfortunately, that could not be done. 
"Though it could not be done, I expect-
ed that, after I had drawn the atten-
tion of the House and the Govern-
ment to my amendments, the Select 

•Committee would take notice of that, 
though not oftkially and formally 
communicated to it by me. I do not 
know what has happened in the Select 
Committee, but the Bill as it has 
emerged from the Select Committee 
does not appear to take notice of this 

.anomaly, and that has been allowed to 
remain unrectifled. It was in the old 
Acl, it was in the Bill when the hon. 
Finance Minister moved for its 
reference to the Select Committee, 

.aftd I find it in the same condition 
in the Bill as it has emerged from the 
Selel"t Committre. 

My contention is very simple and 
the hon. Finance Minister may very 
easily accept it The Bill, in sub-
clause 31 of clause 2, which is the 
definition clause, uses the• expression 
.. a Hindu undivided family and in-
·l"ludes it in the list of "Persons" asscs-
sablf' as :1 un:t, though this expre~­
sion is nowh<!re defined in the Act. I 
want it to be clarified that th1. cxpres-
·smn "Hindu undivided family" should 
bf:. referred only to families under 
the Mitakshara Jaw, because under the 
general Hindu Jaw this is only where 
this expres5ion can ~ applll'd. As a 
const.>quent1al change. there will be 
addition of another sub-clause after 
sub-clause 23, to the effect that 
"'Hindu undivtded family" means a 
family 1ovemed by the Mitaluhara 
law. Some hon. Memben-I Uunk it 
was Shri Reda-had asked for the 
mrelusion of .. Hindu undivided fami-
.,... from the catqory of .,....ona 
under the Act. I do not know wbeUler 
'die hon. Finance Minister will be wil-

ling to 10 to that extent. In any case, 
lt ia hilhly necessary that the expres-
sion should be limited and the unwar-
ranted extension of the exp1· .. ssion to 
families which do not and rlaould not 
come under it should be pr"vented. 

As an instance, 1 may mention the 
case of the joint families under the 
Dayabhap law, which ar.- unjustly 
assessed under the Act Bl Hindu un-
divided famlies. There may be aeveral 
other cues, but I know of Dayabha1a 
law, because that is the law prevalent 
in the eastern region, particularly in 
Ben1a1 where 1 come from. By 
nature the Dayabha1a family is 
entirely different from Hindu un-
div1d1~d families as understood in 
Hindu law. 

The main question to be considered 
is what constitutes a Hindu undivid-
ed family and what kind of income 
and properly belon1 to such a family, 
as distinguished from the individual• 
who l'Ompo.;e it. Under the 1cneral 
Hindu Jaw, the main feature of the 
Hindu undivided family is that lt la 
11 coparccnary or tenancy in com-
mon, and the tenancy in r'lmmo1. Cir 
coparcrnary arise!i by law among 
t•ertain dt•grc·rs of relationship under 
the Hindu law. Such a coparcenary 
exists only amon1 the Mitak1har11 
families and not amon1 thl' familiel 
11:overned by the other 11chools. 
Thercfon-. only f11milic1t 11overncJ by 
th1· Mitakshara law come• under tr" 
cxprP~•ion usl'd in the Act. J want 
nothing more than th18, that this 
ahould be made clear in the Act 
it11rlf Thal 111 what my amendment 
aim~ a1 

The conC"ept of Hindu undivl~ 
family involvew the idea that the 
family property i1 divisible but hat 
not been divided. Thi1 can appl7 
only to a Mitaluhara family and not 
to lht' other IChooiil of Hindu law to 
which I have made a reference before. 
Thu i1 clear from • 1tud1 or the ·-
cial diaracteri.ue. or U. eaparc .. ry 
aa are fOund ln the llitalrabara law. 
Tllen are two cbarxteriltlcl wbtdl 
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[Shri C. K. Bhattacharya] 
distinguish a coparcenary; firstly, the 
right by birth and, secondly, the right 
by survivorship. A son takes hi' 
share in the property by birth. That 
is the foundation of the coparcenary, 
that i·., the start, and after the death 
of the owner, his right passes by sur-
vivorship, not to his issues but to the 
other members of the coparcenary, 
augmenting their share to that extent. 
That is the peculiar characteristic of 
the Hindu undivided family, as u~der­
stocid in the Hindu 1uw, and that 
obtain-; only in the Mitakshara Jaw, 
and not in the so-called joint families 
undC'r the Dayabhaga law er iri the 
other schools. Therefore, the prov1sir0n 
in the Act whith contains that parti-
cular <•xpr!'ssion "Hindu undivided 
family" should be so clarified that the 
olh1·r schools do not l'Ome under that 
particular <'Xprcssion US<'d in the Act. 

To establish rny point that th~ con-
cept of thl' Hindu undividl'd f:Jmily 
docs not apply to other schools of 
Hindu law. I am taking up thC' consi-
dl'ration of !ht• pPculiarities of th~ 

D'.lyabh:iga s•:hools which, os I haVl' 
staled, forms one of the main brn•'chcs 
of Hndu Jaw. As distinct from the 
Mitakshara \aw, then• is no coparcc-
nary in the law Dayabhaga families, 
there i.~ 110 right by birth. there is no 
pa~-:;ing •if the right uf survi\•orship, 
us is found in the Mitakshara families. 
In Dayabhagu a son by birth tak(•s no 
interest; so long as the father b lav-
ing, none can claim anything against 
him in the propl'rty. 

The Dayabhaga father js a dictator. 
When he dies his right pas-;;<'s to his 
issues, each becoming the owner of a 
specific share in the properly though 
described to be held jointly. My con-
tention may be further proved if I 
analyse the character of the owner-
ship of the property. Jn the Mitakshara 
law the ownenhip ol the property 
vests in the entire body of copar-
ceners. While a family under Mitak-
lhara law remains undivided no co-
parcener can NY that be is tile owner 
or a deftnlte share, one-third. one-
fow1h or anytbiq. Hit abare or 

interest is a fluctuating interest.. It 
is only on partition that he beco1nes 
entitled to a particular share. The 
position is completely different under 
the Dayabhaga law. There the 
ownership of the joint family pro-
perty is not in the whole body of 
member:>. Every member takes a 
definite share in the property and is 
owner of that particular share only. 
The share of each member being 
ascertained il is not going to be 
augmented by the p:issini:t awa}' of 
any othl'r member. It passes only to 
his issUL's. Therefore 11 would be a 
great injm;tict: if in the mcomc-lax 
law whirh is being amended and con-
"olidatc-d now any loopholp is Jeft 
•hrougl: which these families which 
an• not actually Hindu ur1divided 
families may be drawn uncler that 
l'Xpn·;;sion and asse;;scd. This is 
actually what is going to happen 
uni!•.-;> the hon. Finanee Minister 
kind!~· aC"c<·pts m.\' amendments. 

What I have established ~y ana-
ly~ing the <·harae\t•r of ownership 
mav b•! further established and prov-
t·d ·by elucidating thl' proccs:; when. 
partition of the property is made. The 
ua,;11: dilTcrenn• bl'twcen th~ two 
type,; of families comes ou, when WP 
tdkt~ into consideration the matter of 
uartition. According to the Dayabhaga 
law oartition consists in the splitting 
up of the joint possession only assign-
ing a specific portion of the property 
tu 1·at·h member. Al'Cording .o ibe 
Malukshara law partition co:u;ists in 
splittinl up of joint ownership deBD-
mg the share of coparceners which ia 
the case of the Dayabha1a fami!y is 
aiready there in the membrr~ belans-
ing to the family. 

It has been held in law that co-
parcenen of a Mitakahare famib' 
after a preliminary decree for par-
tition in which only shares are de8D-
ed and actual partition is not madr,. 
"re in the same position u a Dqa-
bbap family. 
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In such cases income-tax can be 
assessed only on the individual mem-
bers and not on the family as a unit. 
lf that is so, in view of the position as 
held in law it is clear that a joiut 
family undel' Dayabhaga cannot come 
under the expres~ion 'Hindu undivid-
ed family'. Therefore I want the ex-
presSJon to be )lmited in such a way 
that it is recognised in law. 

1 am speaking on good authority. I 
shall refer to the Bt•ngal Agricul1ural 
Income-tax Art in my favour. This 
Act has differed from the Central Act 
in thl' sense that it has accepted the 
true propositions of the Hindu law ID 
defining that expressi'Jn narr.ely, 
"Hindu undividt~d family." Under the 
Bengal Ad tht· :erm "Hindu undivid-
t·d family" ml'ans only a family 
governed by the Mitakshara law. I 
request that this may be taken 
note of. There is no Hindu undivid-
t'd family undPr the Dayabhaga school 
as provided under the Bengal Agri-
cultural Im·omt~-tax Act. As such 
l"Vl'ry member of thC' Dayabhaga 
family is treall'd as an individual and 
assessed as such. That is what I want 
to submit, namely, that the Dayabha10 
family should not be treated as a 
person or as a unit and that an indi-
vidual should be treated as an indivi-
dual and assessed 'n this way even 
bC'forc actual partition of the family 
property. This is the correct position 
accordinl( to Hindu law and what I 
wish is that this position should be re-
cognised in the new consolidated Act 
that the House is 1oin1 to pass. 

ln fact, the expression "Hindu un-
divided family" is a misnomer as 
applied to a so-called Joint family of 
the Dayabha1a school. I call It a so-
called joint family became there iii 
no common ownenhip. It i• only com-
mon holding of the property. Then 
is nothiq more. It is bilh time that 
thl11 anomaly should be removed and 
this is what I have broucht in b)' m1 
amendments. Aa I have atated, tbe 
..._dmeot. are on the IUDlt lines 

as the provisions of ti1e Bcn1al 
Agricultural Income-tax Act. The 
very fact that the Bengal Legis-
slature realised thil anomaly and 
limited the expression to families 
under the Mitakshara school only is a 
strong argument in my favour and the 
Central Act also should be amended 
on those very lines. 

The only feature in the Dayabhaga 
family that Jeads to some confusion 
in making such an assessment on it 
as a unit is because of the fact that 
it is de-;;cribed as a joint family. The 
term 'joint' is takt•n advantage of 
thou&h lhe incidence and the nbture 
of t~1is joint family ure completely 
different from the inC'idcnce and 
n<iturl' of a Hindu undivided family 
<i:; understood in the H11.d-.1 lnw. 
That is my submission. 

have pointed our that the 
incidence of a Hindu undivided 
family docs not apply to a joint 
family as described und(•r the Daya-
bhaga law because only after the 
death of u father the sons choose to 
live together by way of 11enWment 
and a·.• a matkr of convenience. If 
they are assessed as a unit because as 
a maltt·r of convenience and by way 
of sentiment they arc livin1 together, 
th!• ronst·qucncc is tnat th<: seins arc 
penalised because they havP chosen 
not to fall apart and because the 
brothers have chosen to remain 
together. The Jaw is going to 
penalise them by puttin1 them in the 
class of Hindu undivided family 
though by law actually they do not 
come under 1uch a family. That ii 
the submission that I make. I requeat 
the hon. Finance Minister to accept 
the amendment~ that I have 11ven 
notice of. 

There may be a queation railed that 
acc~tance of I.hue amendmenta may 
lead to 1ome Jou of revenue. It may, 
but I dO not think that the Jou of 
revenue will be very much. But 
apart from the question of rennue, 
equity, proprict)· and Justice demlnd 
that thi1 lhould be clone. It a. 
neither fair nor proper nor JUlt &bat 
tbe Act lboulcl luve open loopbc-'-
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[Shri C. K. Bhattacharya] 
and keep a vague and undefined 
expression which mi1ht be extended 
to cases that should not properly and 
justly come under it. I request again 
that my aftlendments may be accep[-

·ed. Not only should they be accept-
-t>d but retrospective effect should be 
given to my amendments for about 
ten years in order to give relief to 
the families who had heen unjustly 
and improperly assessed during all 
these years. Some consideration may 
be extended to them on that count 

.S!I well. 
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Mr. Chairman: Now, the hon. 
Minister. 

Shrl BraJ Raj Slnrh: May I make 
one submission to you? Shri L. Achaw 
Singh of my party has been waiting 
for tliree days to get a chance to speak. 

Mr. Chairman: Unfortunately, there 
is no time left now. 

Shrl BraJ BaJ Slnrb: That is not 
my point. All the Memliers who have 
been called upon to speak. today, ever 
since the discussion started, have ht-en 
called only from the Congre11 Party. 
I think there mu11t be some procedure 
for calling Members from different 
1>8rties. 

Sbrlma&l Parn&ld Krllllmall CCoim-
baton~): Nobody from our group also 
baa been called. 

Mr, Cba1nnan: The hon. Member 
can take his chance during the clause-
by-clause consideration. 

Sbrl BraJ Baj SIDP: But how is 
that possible7 How can he take up 
discussion when we are on the claust>s? 

Mr. Chairman: What am I to do? 
There is no time left now. 

Sbrl BraJ RaJ Slnrb: That is not 
the point. There must be some proce. 
dure to call Members from different 
parties, so that all the viewpoints are 
presented before the House. My hon, 
friend Shri L. Achaw Singh has been 
sitting here for three days, wailing for 
a chance lo speak. He was also there 
on the Select Committee. He has got 
a definite point or view to put before 
the House. Why should he not be al-
lowed some time? 

Shri L. Achaw Slash (Inner Mani-
pur): I want to submit that I have 
already written to the Speaker and the 
Deputy-Speaker since yesterday, that 
I should be allowed to speak. I have 
also i::iven a minutp of dissent. It is 
quite improper if I am not given a 
chance now. 

Mr. Chairman: Could he finish ln 
five minutes? 

Shrl L. Achaw Slnrh: Yes, I 11hall 
try to finish. 

I have ris('n to make some observa-
tions on the Bill before the Hou1e. It 
is, of course, a great thin& that the 
Select Committee has considered the 
various clauses and it ha• made a 
definite improvement espt.oe:ially with 
regard to the simplification of 1ome of 
the clauses and some of the section• of 
the previous Act, and allo the lo1ical 
arrangement of the different 1eetion1 
of that Act. But I 1ubmit that no 
changes for the better have been made 
to anttt the !IUbstance of thr Income· 
tax law. 

Of coune, it i1 a mattt•r of satl.Afac-
tion that ellort1 have been made to 
1implify the procedures IO that the 
haraument to the UICIRel may be 
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reduced or removed. We are in the 
midst of a planned economy, and ours 
is a mixed economy too. In such an 
economy, the principle of taxation 
must be a COJnpromise or a balance. 
We have to see that we realise the 
maximum revenue and at the same 
time we have also 'to sec that we give 
proper incentives for savings and in-
vestments. 

There is an impression among the 
business community that the rate of 
taxation is very high, but it is not 
exactly so, because the ·rate of taxation 
in this country is low as compared to 
other countries in the world. The pro-
portion of direct taxes to the total 
taxes, according to the Taxation En-
quiry Commission's report is only 24 
per cent, whereas the proportion of in-
direct taxes amounts to about 63 per 
cent. This is very low as compared 
to the United Kingdom, Canada and 
other countries. So, there is still 
enough scope for t11xation on personal 
incomes as well as corporate incomes. 
It is found that direct taxes amount to 
only 3 per cent of the national income, 
whlle indirect taxes account for only 
10 per cent of national income. So, 
we have to explore all the resources, 
corporate as well as personal incomes 
for this purpose. 

Here, I would like to 1·efer to the 
criticism voiced in the Economic 
Weekl11 of Bombay. I have to defend 
our stand on this matter. The journal 
has said that the Select Committee has 
enlarged the number of exemptions 
and concessions. That was done be-
cause we wanted to enlarge the quan-
tum of earnings which can be retained 
by t•ompaniei1 for re-investment pur-
pose1. But there is a fear, and that 
fear is also le1itimate, that all these 
exemptions and concessions given to 
companies as well as to firms micht 
Bl'fve as a ftlllp to avoidance of taxa-
tion, without any proportionate in-
cl't'ase in the re-investment of those 
earnings. We have to take enou1h 
precautions so that this may not hap-
pen, 

I would now refer to the question 
of tax avoidance and evasion. This 
point bas been raised by several 
speakers. I do not want to repeat 
what has been said, but I would only 
like to submit that the major problem 
is of tax evasion. Different estimates. 
have ben given by Mr. Kaldor and by 
the Central Board of Revenue. Mr. 
Kaldor said that the loss by way of 
evaded income-tax would amount to 
Rs. 200-Rs. 300 crores but the CBR 
says that it is only to the C!Xtent of 
Rs. 20-Rs. 30 crores. But it is admit-
ed that there is evasion and the 
amount of evasion is undoubtedly high. 
The Tyagi CommitC'c also has admitted 
this fact. 

So in order to check evasion. we 
have to make the enforcement mach-
inery strong and We have to make the 
administration of the tax Jaw stricter. 
We have also to :;Pe that deterrC'nt 
punishment is awarded when an 
evader is caught. Clauses 270-273 
provide for maximum and minimum 
penalties for cvasion of tax. The Tyagi 
Committee has observed that during 
the last ten years there was no case 
of conviction of tax evasion though 
the law provides that there should be 
prosecution and imprisonment in cases 
of concealment and false statements 
in declarations.The maximum penalty 
laid down in the present Act is 15(} 
per cent of the tax sought to be evad-
ed. But that has also not been imple-
mented. In practice, not even 10 per 
cent penalty is ultimately le\'ied. So 
this has got a demoralisin« effect. We 
have to provide for a penalty of at 
least 10-12 times the sum sought to 
be evaded. 

An amendment has been proposed 
by the Finance regarding caluse 10 
where Scheduled Castes and Schedul-
ed Tribes people are exempt from the 
scope of income taxation. It a a very 
good amendment, and it is quite pro-
per. It has been done in order to 
avoid the misuae of that clause 

As reprds privy purses, if necessary, 
the Constituti0n should be amended 
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so that they also may come within the 
scope of income tax and super tax. 

Lastly, the income tax authorities 
should have some access to the ac-
counts Of banks so that any benami 
deposits in these banks may be scruti-
nised by them. 

Raja Mahendra Pratap (Mathura): 
The Department of income tax is a 
source of corruption and a great 
trouble to the people. I suggest that 
it may be abolished. Only citiL•s and 
towns may tax the very rich pC'opl<• 
and we shall tax the towns and cities. 
I hope my point is very clear. 

Shrl Morarji Desai: I thank all the 
hon. Members who spoke at this stage 
for welcoming this measure and ex-
pressing their appreciation generally 
of this ·measure. I can of course un-
derstand that there cannot bC' any 
measure which can be agreed to by 
everybody and about which there may 
not be some difference of opinion. But 
from what I have heard and what I 
have read, I have no hesitation in say-
ing that this measure has receivf'd a 
support which is unique for such mea-
sures. 

It is a mater of some satisfaction for 
the Members of the Select Committee 
and also for me that the Bill, as it has 
emerged from the Select Commitee, 
has been considered to be better than 
what it was. I was also happy to 
note that there had been no criticism 
that there has been any worsening of 
the measure in the Select Committee. 

Shrl M. B. Muanl <Ranchi-East>: 
Except on one point. 

Sbrl MorarJI Deal: Even as re-
gards that point, when it is properly 
unders~ I J1U11 qi.file sure there 
will be acreement that there is no 
worsen inc. 

All the same, it wu arcued by one 
hon. Member that the Bill has not 
been simplifted enouch and ha11 not 
e;lao been made u llhort aa could pos-
sibly be done. I cannot claim that this 
Bill ia IO simple or ia so clear that an7-

body can undertand it; nor can 1 say 
that it is a very short Bill. But I 
doubt if the hon. Member who said 
that could make it shorter by even 
one paragraph. 1 certainly challenge 
anyone to do so, if he wants to do it in 
a reasonable manner and not in erratic 
manner. After all, a measure like this 
has got to be framed in the proper 
manner. As was said by my hon. 
friend, Shri Morarka, this legislation 
deals with so many different condi-
tions and different types of assessees 
that it is impossible to make the mea-
ure so imple as to be under~tood by 
anybody. But the attempt has been 
to makl• it as simplL• as possible, one 
which could be understood by anybody 
\\•ho has capacity to understand the 
law, not nt•cessarily that he should be 
a lawyer but that if hl' reads the lan-
guage, as such and is able lo undt•r-
stand the language, he will be able to 
understand the measure with not great 
burden on his intelligence. That ha~ 
been the attempt and I am sure that we 
have succeeded to a largl' extent in 
achieving that result. 

There was also an attempt made in 
England when they wanted to simplify 
their tax law, but their Commission 
came to the same conclusion. It people 
who are masters of the Enirlish lan-
iua1e could not make It simpler, I 
would be the last person or thr Select 
Committee would be the Jut body 
which could make it simpler than what 
the masters of the language could do. 

Then there are some quet1tion1 
which will again crop up when clauae-
by-clause discussion takes place. 
Therefore, I do not want to dilate on 
some of the criticisms made with res-
pect to clauses. But I should like to 
explain three or four matteni so that 
the diacuaalon at the clauae by claUlle 
stace becomes easier and simpler or 
perhap may even be 1iven up. 

There was objection to delays. I r:lo 
not want to claim that I •m more 
particular than my hon. lrlendt about 
delay but I am u particular as any 
one who i• mOlt prtkular In thll bc!-
hall, to remove delays. Therefore, we 
ried to provide meuure1 in this Bill, 
wherever lt was pouible to do •o. to 
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see that delays are cut out. But it is 
never possible to cut out delays by 
mere legislation or by putting time-
limits only which may become useless 
or impossible to carry out. In a mea-
sure like this which covers cases of the 
most complicated nature, such as 
banking or insurance companies, it is 
not possible-it will not be possible 
even by by hon. friend, Shri Masani, 
if he is put in charge-to make an as-
sessment, to make an assessment in 
less than a year. 

Shrl M. R. Masanl (Ranchi-East): 
Do so. 

Shrl Morarjl Desai: I am prepared 
to trust him with that task if he can 
satisfy me that he will do that; I am 
prepared to put a time-limit. I am sure 

'he will take double tihe timt· that my 
· officers take now. 

Rhrl Prabhat Kar <Hooghly): He 
will agree with the bankini: companies 
and the insurance eompanies. 

Shrl Morarjl Desai: Ht• will not 
agree when he is responsible; he will 
bt> mort' hard than perhaps other 
people. It is only because he has to 
take money from me that he says so 
now; when he is to tnkc mont'Y from 
me as a Govc•rnm1•nt, he will not do it; 
he will take morr monl.'y than t•ven I 
take. That is always th(' rast• nnd. 
therefore. I am quite rt•ady lo trust 
him with that task. 

Rhrl M. R. Masanl: Thank you, Sir. 

Shrl MonrJI Desai: But I had said 
in the Select Committee and I havt· 
said here quite often that I am c·ons-
tantly trying to see that delay~ are cut 
out. I have, tlwrefore, i:in•n l.'Xet~u­
li\•e instructions to see that assl.'~s­
ments are covered within a certain 
11pt>Cifted time. If they arc not covcr-
t>d, I am goin![ to call for report~ for 
all ca11es which are delayed bt>yond a 
certain period. I do not want any 
case t.o be delayed beyond a year-
appral11 or as11essment11. After having 
that experience, It may be possible 
for Ille! to lay down a rigid limit if I 
ftnd it possible to do 10. without any 

·exception. I know that delays lead to 

harassment, I also know that delays 
lead to corruption and many times de-
lays are made for harassment with a 
view to corruption. Harassment also 
has no other motive except in perverse 
people. We want to see that all this 
harassment and corruption, whatever 
is found, is removed. But it is not 
as rampant a.s it is made out to be. 
It exists to a small extent and it is 
also lessening day by day. I invite 
the help of some of my hon. friends 
here to let mi~ know whenever any 
case comes to their notice so that I 
can make use of it and sec that in 
future such cases do not recur. 
13.%4 hrs. 

[MR. DEPUTY-SPEAKER in the Chair] 

Reference was made in this connec-
tion by my hon. friend Shri Jhunjhun-
wala about some officers having told 
him that one was transferred because 
he had put a hl'avy assl•ssment on 
somebody in the south and another 
was transferred also similarly for do-
ing his duty because influcnl'c was 
brought to bear upon the higher 
officers. May I be permitted to say 
that thosP officPrs who told him this are 
not worth the name of officers. If thl'Y 
said so, they are disloyal and they are 
indisciplined. I do not think that any 
officer has ben transferred at any time 
for assessing anybody heavily, if he 
deserved that heavy assessment. But 
if he did so in order to extort money, 
then certainly he must not only be 
transferred but dismissed. I do not 
think that hon. Members would find 
fault with the Government for taking 
such action in those cases. There have 
been eomplaint~ of harassment in some 
cases, where the officers have been 
vC'ry corrE'<'t as thC'y want that the 
officers should be lax and benefit them. 
But nobody has been transferred 
bt'causc of such complaints. On the 
contrary, we have seen to it that 11uch 
olflcers who have done this work in a 
bona 1lde manner are also encouraged 
and are promoted. That is what I 
would like to do. But of'ftcers who 10 
•·ron1 and then try to win the sym-
pathies Of hon. Memben or other mem-
bers of the Public In a wron1 ma;mer 
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in order to earn Kudos for doing 
wrong things will certainly be punish-
ed and punished heavily. 

My hon. friend, Shri Masani, found 
fault with clause 179 on two grounds. 
He said that directors were made Lable 
wrongly .when there was a limited 
liability and the liability became un-
limited by this clause. It is not un-
limited; it is limted to the amount of 
the tax. How can it be called un-
lilnited liability? 

Shri M. B.. Masani: In that sense, all 
liabilities are limited. 

Shrl Morarjl Desai: It is a known 
liability-liability for tax. Then it 
wa1 said that the burden of proof was 
put on him and he said that it was 
wrong in principle and in law. My 
hon. friend is an able lawyer though 
he seldom practises. That is where 
the difficulty arises. If he had been 
practising, he would have come across 
laws which had put this bur-
den, as is the case here. I cited 
in my opening speech the company 
law in this country where this is bur-
den is there. But there are other 
cases in England and in Australia 
where also this ii; done and for his 
benefit I shall mention them. Srction 
55(2} of the Iron and Steel Act of 
1949 of the United Kingdom states 8 s 
follows: 

"Where an offence under the last 
preceding section or any regula-
tion made under this Act has 
been made by a body corporate, 
every person who at the time of 
the commission of the offence was 
a director, general manager. se-
cretary or other similnr omcer 
of the body corpora~ or 
was purportlnf to •ct in such 
capacity shall be deemed to be 
.Wlty of that offence unless he 
proves that the offence was com-
mitted without hi11 coment or 
connivance and that he exerciaed 
all such diliaence to prevent the 
commiuion of IUCh an offence as 
be ou1ht to have exercised bavlnl 
reprd to the nature of his func· 
tlon in that capecity all the dr· 
CUJDltances." 

1000 <Ai> LSD-7. 

Sbri M. R. Muani: Two wron11 do 
not make a ri1ht .... Unterruptiofta). 

Shrl MotarJI Desai: My hon. friend 
does not agree with this definition. He 
m:iy have full satisfaction but if he is 
a democrat he cannot claim such a 
definition for himself. There is section 
12 of the National Security Act of 
Australia which ahio is similarly word-
ed. All these go much beyond what 
we have said here. Even those who 
arc purporting to act are made liable 
and they have rot to prove several 
things which we do not ask them to 
prove. In our own country section 327 
of the Industrial Disputes Act also 
says the same thing. These are all laws 
passed by this Parliament. Section 
77(2) of the Electricity Act of 1948 
of this country also provides a similar 
thing. Thr.refore, let it not be said 
that I have brought something In this 
Bill which is monstrous or perhaps in 
his languagc, pernicious, wliich he ap-
plied to some other sections. I am not 
used to using such hard words; Jet him 
bc happy wftb the use of such words. 
I do not want to use them. But I do 
not think that a description like that 
1s going to do crf'dit for thr. use of 
good language. Therefore, this ob-
jection has no merit. 

The othe•· objection that he hu an 
unlimited liability or that lt has re-
trospective ef!eet also has sot to be 
i;een now. To whom does this apply? 
It applies only to private companies 
which 10 into liquidation. It doel not 
apply to others, and if they are pri-
vate companies which are- corporate 
partnenhipe, there are lepl rules to 
get out of Individual liabAUUe1 when 
they are partnen and we have allow-
ed them. Therefore, I cannot say that 
that is a wronc thln1. It ls the •me 
thine, and If that ii so, I do not 
know why a tax of the State should 
be defrauded by the lneompetence or 
nelticent beuvlour or deUbnete 
acUon of a director or all directors of 
a eompany and .-peclally for a printe 
company where ti.. dlnctorl are al-
mast~ an not ou~ 
mun be liable for tu wbleb. accrues 
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to Government during their time of 
manaeement. Where i 1 retrospective 
action in this? A person who i• 
manaemg a company at that time, 
when this happens, and when tax was 
duP, should certainly be resopnsiblc 
for it and not a director who is today 
there and about which he does not 
know anything. That would be a 
wrong act. It is therefore that this is 
the director who is going to be respon-
sible for this and not a director today 
who was not responsible for that act. 
So, this is the most proper section to 
my mind, and if we do not accept iti s 
only means thalt we have sympathy for 
wronf-doers and those who get into 
companies for illegal games. Other-
wise, n"bodY else is 1oing to be touch· 
ed by it. Anybody who can prove that 
he was not ne&ligent, th.at no at'tion of 
his was responsible for this, will be 
exempted from this liability as has 
been specifically stated in this section. 

Originally, shareholders holding a 
certa'in percentage were also made 
liable. That was also because share-
holders are like partners, in private 
companle11; therp are a ff"W share-
holders, mostly they are family mem-
bers. But I have removed share-
hnlders from this, because they would 
be more than the directors in number 
and the directors have rE'9pOnsibilities 
enough. Thereforf', I do not want to 
bring in shareholders, but even if 
lhareholders are made responsible for 
private companies, I do not think that 
it would be Improper. 

Then, I would come t,., the crltlci!IJJ\ 
mad" by my hon. friend, Shri Frank 
Anthony. Unfert1mately, I had not 
that advantage of hearing him myself. 
I am told he mad" a very stronr 
lpeech. 

All Bee. MemlMlr: Eloquent. 

Bllrl llOIVji o..l: He is alwa)'I 
eloquent, and, therefore. It ia no u.se 
my .. yins tha• this lll)ftdl was elo-
quent. But I am told ta. made a very 
etrans 1p8ech. Ria teelinfa are --. 

in this matter. I had a discussion with 
him also. But I thought that after my 
discussion with him he WBB satisfied. 
But I was told in his speech that he 
was not. Take this case of trusts 
whieh we have removed from income-
tax exemption. What are they? They 
are trusts which cater only for a par-
ticular section and not for all people; 
•'religious community or caste or rat'e"; 
tha• is what my hon. friend referred 
to. I do not want to argue about this, 
because I have already agreed to re-
move the word "race", and that would 
satisfy my hon. friend, because the 
other two do not include his commu-
nity. 'flut I do not know how anybody 
Is entitled to exemption from income-
tax. Whit'h is the fundamental right 
under the C·-nstitut'on which enab)l.'S 
n man to earn exemption under the 
ln<"ome-tax Act? I do not understand 
that. I was simply ~urprised. He is 
a very ablt- lawyer, and I cannot 
afTord to daim fh111 I can ar1Zul.' against 
him as a lawyer. But even a lay-
man sometiml.'s sees more clearly the 
meaning of a section than la'Nl·ers who 
many n t'me find differ<'nt out mean-
ing!! for laws in order that they can 
win the case. I am not r>ut to win a 
case. I am onlv teyin&r to see the llf'C-

tion as it is. Thcrr ia nothinll: in the 
Constitution whit'h makes this oosi-
tiou in any way wrong in law or in 
CotHtitution TherP is no ~tion or 
no community whkh Is entitled to any 
exemption frnm in<'ome-tax, and what 
are we doine in thi!1! J am not pre-
venting anybody from openin« schools. 
I am not preventing anybody from 
ll';Ving charitle. T am only PTevent-
ing thE' U!I(' of public money .. 

Sbrt Naasblr llbanleba: Not pub-
lic. 

Sbl'I Morarjl belal: It is public 
money: It Is the tax-payen' monl!'Y. 
Inc.-omP-tax is tax-payers' money, and 
It bet~np to the whole community. 
rt does not belon1 only to the persona 
who pay. 'ntat Is the just'Rcation for 
lnl"OmP-tax or for any tax. OtheT· 
wise, what is the justlftcatlon for any 
tax! This exemption mfffts that when 
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the tax is given it 1oes tor the advan-
ta1e of some people! If it d:ies not 
lo for the advantaJ{e of all people, 
what justification has the State to give 
that exemption? I do not know, I do 
not th nk that that can ·be done, and 
yet, I have maintained the present 
position as it is by not applying thi~ 
new clause to ·the exis ing trusts. It 
1s c nly a new departure that is made 
becau11e we are also particular about 
it when we talk so well about integra-
tion and when we say that we should 
th nk Of everybody and all cif us and 
not think of sec· ions. Therefore, I 
would ask why we should not now try 
to have all the institutions open f r 
everybody. That i~ what WP. want and 
in future that is what ought :o be donr: 
and money should be properly utilis-
ed only for thifi purpose. I do not 
prPvent people from g1vmg any 
amount of charity that they want to 
'1VP; r•nJy, it w'll be liahle 10 tax. Why 
should they regre-t it and why should 
any exemption be claimed under the 
Coruititution? I do not know. I have 
no doubt that whateve-r may be the 
cue these- clauses cannot be ultra 
viTl'$. I have no doubt about it In my 
mind. But, as I said, I do not want 
to harm anybody or any go· d cau!le. 
My hon. friend w11" al~ 1111fiFfll'tf. 11r11f, 
therefore, I do not want to say any-
thing more. I only wanted to just 
reply to the general argument which 
he made about the 'nvaliditv of a pro-
vision like this. I have arreed with 
him that I will a'1'ee to thf' deletion 
r-f the word "race"'· I will car'alnly 
1ccept that amendment. 

Re also had a doubt about the quew-
tfon of 1reumulatlon of trust funds. 
We have now provided in the Bill ln 
the Select Comm'ttee •hat for ten 
years, a trust can accumul1te funds 
without spendintr and not be liable for 
tuatlon on the 25 per Cftlt. llmit if 
that •nut ISpf!<'ifte. In the bewlnnln1 
th11t for a particular oumo1e which Ir 
specifted It ·11 <'OVered by the ch1rltabte 
purpose; and f·r that purpoee, tr ther 
want to accumulate Income for ten 
yean IO that I• is IPl!ftt at the end of 
il UleJ' 11te7 do eo. Tlte dOHbt WU 
that once In tbt. ten-781' period. If 

advantage is taken for one acheme, it 
w:ll n-?ver be allowed for any other 
s<.'heme. That is not so. If, for ten 
years, the income is accumula~ed. or 
if they say that it is accumulated for 
six, seven or eight years-whatever 
it may be-and if it is spent Imme-
diately, in the very beginning, and it 
they have another scheme after that, 
they can ro on accumulat'n1 it and 
they can go on dolnll' so. There ii 
absolutely no bar to that. 'nle law 1a 
very clear to my mind in this respecl 
Therefore, he need hav.- no apprehen-
11ion about t.his--'hat it i._q not rolng t'l 
allow other schemes to ht- considered 
after the ftl'!lt scheme is passed. I hope 
that this will satisfy my hon. friend 
and it will make him R hi~ ~nrter in 
his oppo11ition to this clause. 

Therl' was ano'her t'eetion about 
which my hnn. friend Hid thAt 't 11 a 
pernicious thing. That was clause J79. 
That I h-pe has new shed its peml-
rlous character. 

NShrl M. R. ML"8111: Not very much. 

Shrl Mo,.arJI Desai: Even If it ii to 
1 littlt! extent, It is 1ood. But he hu 
·barged me wl'h bal'ktracklnw on 
anotht!r section, which to my mind wu 
very unfair on his part. That wu 
about the amendment proposed by the 
GovPmment to clau~e 243 about the 
llm't put for munds to be ma<fe ln 
certain cases. whPre a chantrf' hu been 
made. I had men'lonl'd this amend-
ment bef~tt thP report had bHn •lin-
ed and only at hl11 reauest I postponed 
that. I had dlscuned tt even after th• 
SelPCt Commltt..f' had f!fld•d It• tuk 
with him and wl'h othtt friend1 tn 
the Select Committee Rt! was thfl 
onl" penon who d 1d not airee: au 
others U'l'Nll. So, be cunot •1 that 
I am backtnckln1. 

Rr mu•t know that there tine lleel 
r.atl8 whMe a Pft'IOI' «fves hit return, 
and a• the um• time. he ctalm1 a N-
tund. If I 1&J' that from thr d1te he 
ctalma th• Nfund. within u montha. 
It llhoulcl be done, tt atftM that the 
......,, .. t mu.t be compll'ted within 
thOM alx months. _,..., -. u _. 
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a1 it ia completed, the refund must 
be pa.d. I do not think any institu-

_ tion can carry out sue~ a condition. 
It was only because this loophole 
would have put the Mini11try in the 
greatest difficulty and the officers who 
have to carry out an unpleasant taslr. 
into very serious disadvantage, that 
this amendment had to be hrou1ht in. 
There is n"thing wrong in th:s. 

As I have said, I shall see to it de-
partmentally that all delays are cut 
out and assessments are made u 
quickly as possiblP I want to see to 
it that all assessments are completed 
within a year and all refunds ilte paid 
as soon as they are liable to be paid. 
I do not want even thre~· or six months. 
l have provided for the HrRt time in 
law that rerunds should be paid where 
the1• are line. even without th<'ir ask-
ing for it. That oui;:ht to pr ve the 
bona fide, of I.he Government in I.his 
matte!'. At present, the law provides 
that assessments mav be finished in 
four :veers. That. has been kept for 
extraordinary cases. But the inten-
tion is not to allow any case to go 
beyond a year, if I can helD it. That 
is what I am seriouslv attc-motin1 to 
do. If my h ·n. friends find any cases 
which are dt•layed, I shall be very 
grateful to them if thcv point out 
those ca!IC!I to ml!, so that I can take 
care to 5PP that thl'se thinfs arr not 
repeated. 

I least exPeclrd my hon. friend 
would use such a harsh word u back-
tra<'king, because I do not use such 
words a1ainsl him. It is a very bad 
..,.ord. I do not know how he w,1uld 
feel if I had applied it to him. 

Sbrl M. R. Munl: You have said 
It about me in a difTermt l'Onlext. 

Sbrl MonrJI Delal: I only said he 
bu chan1ed his Tiews often and that 
la a facl 

Sbrl M. a. Munl: That is what I 
have also said. I accused you ol loins 
backwards on the decisions "' the 
Selec\ Committe.r. I want to uaure 

you that there is no moral turpjtude 
involved in it. 

Sbri Morai11 Desai: On the contrary, 
have reduced six months to three 

months in that cas~ also. 

Then a point was ra:sec1 whe~er 
exemption to tax on gratuities is 
really covering employees of private 
l'ompanies. Ther~ was some mis-
under!ltanding on the part of my hon. 
friend, Shri Muniswamy. As a matter 
nf fact, tht• amendment has b€en in-
troduced only for that pun>o!e. The 
argument raised is, why shou!d it be 
confined to Rs. 24,000 or 15 months' 
salary? When the demand was made 
in this House and elsewhere, it was 
said that private employees should be 
put on the same level as Government 
r-crvants. For all Government aer-
van'.s, the limit is Rs. 24,00'.l or 15 
months' salary. I do n: t know by 
~·h:it consideration or justification a 
111:-ger limit :a asked for. If the lilllit 
ii raised, then it should be raised in 
I.he case of Government servants also. 
Thl!refore, even this ar1ument is not 
jus'ified to my mind. 

Onl' argument was made, I am tol1, 
:•hnut contributions to political funds, 
whi<'h are exempted fr: m tax, whereas 
donat ons to charitable institutions are 
not exempted, i.e., dona:ions to chari-
table institutions which are of a sec-
tarian character, if I may call them so. 
Under thia law, no political funda are 
exempted. It L'I a matter of interprc-
ta :ion of law and that is 10 ni;: on. I 
am not avene to takin1 inr~me-1.u. 
on that. Why should I be? But It la 
ll matter of law and that is 1i»n1 on 
at present. 

Sbrl Naasblr Bbal'llcba (East 
Khandesh >: Why not apeciftcally aub-
ject them to tax? 

Shrl Morarjl o..I: It b not 1ucb a 
simple affa r u my hnn. friend thlnltl. 
The dilBculty with him la \bat ne 
wants to make very simple, tblnp or 
a most complex character. 
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Shrt Nausblr Bharaeha: I can sup-

ply him the draft. 

Sbrt Morar.JI Desai: Even then, it 
will not be acceptable to him .1.fter 1& 
few days, because the moment J acc~pt 
it, he will have some fault to ftnd in 
it. That is how he is constituted. 

Shrt Morarka: He can publish a 
commentary also. 

Shri Morarjl Desai: Sir, I think 
have cavered the main argument.s 
against some of the provisions. do 
not think it is necessary for ;ne tg 
consider all the points raised. because 
they will be raised in the chuse by 
cllluse discussion. 

I hope that the Bill which has bcm 
so very wekom("j will certainly be 
ablr to do li:Ood to the State oy way 
of more revenues and also in ;mprov-
ing the cxecut on of the law to the 
satisfaction of all, to the sati,fa<'tion 
of Government so far as revenues ~~• 
c ·.ncemcd and to the satisfac-tion ol 
assessees so far as harassment, dl'lny 
and justice are concerned. That i~ the 
hl>Pt' with which we have brouaht in 
this Rill. 

Mr. Deputy-Speaker: The question 
is: 

'"nlat the s·n to cons~·lidate 
and amend the law relat;'."I to 
income-tax and super-tax, as re-
portP.d by thP Select Commlttet>, 
be taken into consideration.'" 

The motion wcu adapted. 

Mr. Depaty-8peaker: The House 
will now take UP <'lause-by-clatlft 
consideration. 

Claae Z-CDeJlnitioru) 
Sllrl C. K. Da~: I want to 

move amendments Noa. 1 and 10. 

llr . .,.,.17 . ....._: No. 1 ii out 
of cmler; it requires the recommnda-
tion of the Presidmt. 

Mr. Deputy-Speaker: I am sorr"V; It 
has been received. Amendments 
Nos. l and 10 are taken as moved. 

Sbrt c. K. Bhattacharya: I bee to 
move: 

Paee 7, fOT line 32, iubstitute-

"(ii) a Hindu undivided tam1::v 
governed by the mitakihara law." 
(1) 

Page 6, after line 29, insert-

"(23A) 'Hindu undi.vlded 
family' means a Hindu und:vided 
family governed tiy the mitak· 
shara law;'' ( 10) 

Mr. Deputy-Speaker: Does he want 
to say anything? He ha11 al· eady 
spokeA and mentioned these points. 

Shrl C. K. Bhattacharya: The hon. 
Finance Minister in his replv to th11 
debate on the consideration motion 
has dealt with all the different ar1u-
mcnts that were raisrd about dilTerent 
C'iausei; in the Bill. but regardini the 
point I raised, he has not been kind 
enough to take it into consideration. 

Mr. Deputy-Speaker: The hon. Min· 
ister stated that when tht clausea are 
taken up he w;ll have to dHl with 
t.hem. Now that the hon. Mr.mber hu 
drawn hil attention, he will deal with 
it. 

Shrl Morar.II Dmal: I am 10rry, Sir, 
that l did not deal with UU. particular 
point. I thoutibt it was only one Mn. 
MembPr who was intere1tecl in it and 
therefore I did not deal with It ln the 
11eneral reply. But I was quite sure 
that thf' amendment wu 1oin1 to 
rome. 

8brl Morar,11 D .... : I am llOITY, Sir, 
mattA!'r. It is not that we have not 
comidered UU.. U I accept b1a 
1UDmdment the penon1 wbom he 
wants to benefit will bto put to sreater 
dJftlcuJty •rid- do not 1ee wh)' be 
dnes not ,_. Suppoiun1 tbl1 la 8C· 
cepted. wnat ••.. bapper.. then In U.. 
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case of a da11abhaga family is, assess-
ment will be made on the karta as an 
individual in his life time and on his 
death on an association. In either ca .. e 
the family will be very much hit 
because he thinks that each member 
will be assessed on his share even if 
the family continues jointly. It is very 
wrong. It will be then treated as an 
association and the higher limit which 
i11 available for a joint family will not 
be available to them. Therefore, I do 
not know how he profits on it. But if 
he persists, I am prepared to accept 
it.. 

Mr. Deputy-Speaker: What is the 
reaction of the hon. Member? 

Sbrl C. K.. Bhattacharya: My sub-
mission, Si!", is that the hon. Finance 
Minister will kindly oblige the fami-
lies belongging to the dayabhaga 
school by accepting it. 

Shrl Naushlr Bharucha: Sir, it is not 
a QUL'Stion to be decided between the 
hon. Minister and the hon. Me!Tlbr~r. 

Mr. Deputy-Speaker: II hon. Mem-
bers want to speak, I have not debar-
red them. 

Shrl Nall9hlr Bharuc.ba: Apart frr.m 
that, Sir, simply because It is an 
amendment moved by the hon. Mem-
ber it is not that he is the only hon. 
Member interested in it. This whole 
House and the country is interested in 
It. Let the hon. Finance Minister say 
that he will examine the implications 
properly and then decide. 

Mr. Deputy-Speaker: Other hon. 
Member can expresa their cp1mon. 
First the hon. Members heard \\'l·at 
the repercussions of the aml'ndmcnt 
would be. Then I was asking his opi-
nion how he reac.-ted to them. 

Bbrl C. K. BhattachUJa: I do not 
know how Shrl Bharucha comes \o 
be Interested in It, bl'Cau.se sltu"tC'd as 
9hri Bharucha b .... 

llut Naulllr llluancba: I am nei-
ther for nor ap.lmt. 

Mr. Deputy-Speaker: He says that 
he is neither far nor against, and 
there~ore he is interested. 

Shrl C. K.. Bhattacharya: He is re-
moved from the Dayabhaga area as 
far as North Pole is removed from 
South Pole. There~ore, he should re-
main neutral; neither accept nor re-
ject. 

Mr. Deputy-Speak~r: That is a 
different auesuon. 

Shrl C. K.. Bhattacharya: I only re-
quest the Finance Minister to accept 
th~ amendment and remove the 
grivance of the dayabhaga families 
under which they have been sufl'erin& 
for a long time. If that is done, I say 
the entire eastern region which is 
governed by the dayabhaga law will 
be much obliged and relieved. 

Sbrl Morarji Desai: They won't re-
main a joint family. 

Mr. Deputy-Speaker: Is any other 
hon. Member interested in it and 
w.mts to say something? I shall allow 
him an opportunity. It seems none is 
interested. Therefore, I can put the 
amendments straightaway. 

Shri Naushlr Bbarucha: People may 
l>e intert>sted, but they may not want 
to speak. 

Mr. Deputy-Speaker: That is 
d'lough !or me, that they do not want 
to speak. Now I shall put the amend-
ments to the vote of the House. 

Shrl Morarjl Desai: It will not 
benefit the people whom he wants to 
benefit. 

Mr. D ·,.atr-S~: Now, the hon. 
Member miaht consider it acaJn. 
became it is again beiftl pointed out 
that it would be detrimental to thoee 
whom he wants \o benefit. 

8lu1 Manrjl 8-t: let him C!OD-
vmce me even afterwllrda 
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Shrl Naushlr Bbarucha: This may 
be held over and taken up later on. 

Mr. Deputy-Speaker: The Finance 
Minister is very clear. I do not think 
there is any use holding it up. I shall 
put the amendments to vote. 

Amendments Nos. 1 and IO were put 
and negatiued. 

Mr. Deputy-Speaker: The -1ucat:on 
IS: 

"That clause 2 stand pa:t of the 
Bill." 

Tile moticm was adopted. 

Clause 2 was added to the Bill. 

Clauses 3 to 8 wert> added to the 
Bill. 

Clause 9 ---(Income deemed to accrue 
or arise in India) 

Mr. Deputy-Speaker: Are there 
any amendments to clause 97 

Shrl M. R. Ma.sani: Sir, I beg to 
move•: 

P:igc 14, line 13,-

after "opt·rations" inse. t-

"which constitute merely trad-
irlg with India or" (11) 

Now, Sir, this is a small point. I do 
not want to labour it. nor is there any 
room for emotion. It ii simply this, 
that the use of the words 'businea 
connection' at the beginning of clause 
9 at the foot on page 18, ii held by 
legal experts to be an ambicuous ex-
pression. 'Bwiiness connection' ia a 
very Jome exp ession. It may involve 
all kinds of relationships. The Bill 
itself havin1 usf'd that phrase then 
tries to limit it by the nplanation on 
pqe 14, by pointiftl out what would 
not be comidered a busin.. conaMC• 
lion. 

The trouble here ia that while in 
trying to limit the mischief of that 
phrase 'business connection.', a speci-
ftc reference ii made that operation. 
which are conftned to the purchase ot 
goods in India tor the purpoee ot ex-
port will not involve a buaineas con-
nection. So tar, so 1ood. But, Bir, l 
suggest that export ii not, in apite ol 
our present obleuion. or preoccupa-
tion with it. the only form ot health)' 
relationship between India and the 
rest ot the world. There are many 
complex relationships. Even imports, 
Sir, where they are necessary tor the 
health or the needs ot our people are 
just as moral and just as virtuoua as 
exports, which in many cues may 
deny our people their legitimate 
wants. Therefore, this bias, which is a 
very temporary one, . am sure we will 
g ow out of it when years pap-in 
concentrating on exports, tor1etting 
that there cannot be any exporta un-
less there are imports. is not one to 
be introduced in the incomtt-tax law 
of this country. nits is not a law for 
the• m-eds of this year or the next 
yenr. It ia a permanSJt law, and to us, 
Sir, imports should be juat as valid u 
exports when we a~e maklnc a tax 
Jaw. 

Therefore, my amendment 1ug1e1ll 
that the words "which conatituta 
mc!rely tradin1 with India" be added. 
Ay activity which ia trading with 
India on the part of a non-resident 
abroad should not be construed to be 
n buainess connection. Whether he fa 
selling to India from abroad or buytnl 
from India from abroad, both are letl-
timatfo activities which should not be 
penaliled, either the one or the other. 

Tbi1 is a distinction that la known 
to Britim. law . The terms tb9re an, 
you will be .ubject to tax laws if you 
trade in Britain but not It you ~ 
with Britain, and that la the Drindpltt 
from Britilb law that I wa..t .. 
accept. Uaat tradlnf with • COUll\17 
from outJde does not make you lta· 
ble to tu but tradlq in a COWllrJ' 
does. 

----.. ·-····----------·---------·-.. ---·------
•Moved with the recommendatlon of the Praldent. 
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[Shri M. R. Masani] 
So, in fact, that is a much sounder 

principle to g.o on and, as I under-
stand. it, the only coUlltry which haa 
this formulation of "business connec-
tion" which is, as I said, ahbiguous 
lllld therefore dangerous. is Australia. 
All other countries draw a distinc-
tion between functioning within a 
country and trading with it from out-
side, and I do suggest that would be a 
safer and sounder distinction than the 
one excluding only exports and leav-
ing the other mischief of business 
connection intact. 

Shri Morarka: Sir, I am 11 '.ittle 
surprised at the amendment moved 
by Shri Masani, because even in the 
Select Commitk>e when this point was 
considered the experts pointed out 
that business connection in India or, 
as he says, trading in India or tra-
ding with India were oll confusing 
terms and there could not be any 
clarity on that point. 

Shri M. R. Masani: That was the 
official view. 

Sbrl Morarlta: So, the amendment 
Shri Masani wantt.>J to make with re-
gard to this point, it was found that 
it would not serve the purpose in 
view. His main point at that time 
was about exports. Therefore, not-
withstanding the provision contained 
in the clause, a specific provision 
wu made about exports, and 
it was said that in view of the needs 
of the country if anybody bought 
1oods here for the purpose of export 
merely because he bought those 1oods 
here that would not be considered for 
the purpose of the income-tax law as 
'buainess connection" in India or with 
India. So, I think that the clause, as 
now amended by the Select Commit-
tee, serves the purpose which Shri 
Muaani had in mind, particularly the 
terms of the Explanation, and, there-
fore, this amendment is not at the 
moment warranted by the situation. 

8IU'l Monril n.al: How can con· 
vlnce a friend who does not want to 

be convinced? I have tried to con-
vince him. He has also forgotten the 
Explanation which has been put here. 

14 hrs. 

Shrl M. R. Masanl: I have drawn 
attention to it. 

Shrl Morarjl Desai: What is the use 
of drawing attention? On "business 
connection" we have fully explained 
everything, and every conceivable 
case is covered by this. It has been 
thoroughly understood by everybody 
and there has been no objection to it. 
Nobody has found any difficulty in 
understanding it. So, I do not see 
why we should put in any new terms 
which will again call for many inter-
pretations? I cannot accept the 
amendment. 

Mr. Deputy.Speaker: The qt11•stion 
is: 

Page 14, line 13,-

a~ter "operations" insert-

"which constitute merely tra-
ding with India or". ( 10) 

The motion was negatived. 
Mr. Deputy.Speaker: The> question 

is: 

"That clause 9 stand part or 
the Bill". 

The motion was adopted, 
Clauae 9 was added to the Bill. 

Clause 10- (Incomes not included in 
total income) 

Amendment made : 

Page 21,-

for lines 15 to 20, .rubstitute-

"(28) in the cue of a member 
of a Scheduled Tribe u defined in 
clause (2&) of article 368 of the 
Constitution, residing in any area 
specifted in Part A or Part B of 
the Table appended to parasraph 
20 of the Sixth Schedule to the 
Ccmatitution or in the Union 
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Territories of Manipur and Tri-
pura, who is not in the service of 
Government, 

any income which accrues or arises 
to him, 

is: 

(a) from any source in the area 
or Union Territories afore-
said, or 

(b) by way of dividend or lnter-
rest on securities". (2) 

(Shri Morarji Desai) 

Mr. Deputy-Speaker: The question 

'That clause 10, as amended, 
stand part of the Bill". 

The motion was adopted. 

Clause 10, as amended, was added to 
the the Bill. 

Clause 11.- (Income from property 
1leld for chaceritable religious pur-
poses) 

Shrl M. R. Masanl: I beg to move•: 

Page 22, line 27,-

afte-r "security" insert "stock or 
share". (20) 

Sbrl Nausblr Bbaracba: 
move: 

beg to 

Page 21, line 29,-

fcw "twenty-ftve" substitute 
"ftfty". (13) 

Page 21, line 30,-

fO'T "ten thousand" 1Ub1titute 
"twenty thousand" (14) 

Page 22, line 10,-

for "twenty-five" 
"fifty". ( 18) 

Pace 22. line 24,-

few ••ten yean" 
"twelve :rears". 

1ub1titute 
(11) 

Shrl Nathwani (Sorath): .\mend-
ment No. 43, which relates to this 
clause, stands jointly in the name of 
Shri Morarka and myself. In view 
of the explanation given by the Fin· 
ance Minister, I am not moving that 
amendment. 

Mr. Deputy-Speaker: So he is not 
moving it. What about Government 
amendment No. 91 received today? I 
think it has been circulated, 

Shrl M. R. Masanl: We have not 
received it. 

Shrl Morarjl De.;al: Then may 
read it out? 

Mr. Deputy-Speaker: 1 think it 
would be better. 

Sbri Morarji Dt'lllli: I beg to mow: 

Page 22, lines 32 to 34-

"f01· shall be deemed to be the 
Income of such person of thl.! 
previous year in which it .is 
so applied or ceases to be so 
accumulated or set apart", 

substitute-

"or is not utilised for the purpose 
for which it is so accumulated 
in the year immediately foJ-
lowin1 the expiry of the 
period allowed in this behalf 
shall be deemed to be the in· 
come of such penon of. the 
previous year in whkh it i. 
10 applied, or ceaaea to be 10 
accumulated or aet apart or, 
a1 the cue may be, of the 
previoua year immediately 
followlntr the expiry of tho 
period aforesaid." (11) 

Pa1e 22.-

for lines 35 and JI, .ub1tttut~­

"(4) For the purpo1e1 of this 
section 'property held under 
trust' includes a buatneu 
undenaldal IO Jaeld, and 
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[Shri Morarji Desaij 
where a claim is made that 
the inco111e of any such 
undertaking shall not be i11-
cluded 10 the total income of 
the persons .in receipt thereol, 
tne mcome-tax Orticer shall 
have power to determine the 
income of such unaertakmg 
in acordance with the pruvi.-
s1ons of Jl.l.;; Act relating to 
assessment; and where an:, 
income so determined is i.n 
excess of the income as 
shown in the accounls oI thl' 
undertaking, such excess sha1i 
be deemed i.o be applied •o 
purposes other than cha1·i-
table or religious purposes and 
a1..'Cor<1mg1y cnargeable to 
tax w1th1n the meanm1 of 
sub-11ect1on (3)." (3) 

Shri M. R, Masani: lf I may say a 
word in support of my amendment, 
Which I am hoping the hon. Fmancc 
Mm1sLer will accept, i.t is tlus. 'l'lle 
iun.:n .. mcnt is UUlL the words "~·tock 
or share" be inserted after the word 
",;ocunty" on page :U, 1.me 'J.7 of the 
B1u. '.l'nL; was Ii mattt!r tnat was d1s-
cusssed in the Select CommitLee and, 
quite frankly, I thou1ht that UHi 
under1tandin1 was that this would be 
the posit.on. Because we had argued 
that wherever a charity has funds for 
investment, which are of an approv-
ed nature, even if they are in the 
nature Of equlty or shares, subject to 
the approval of the Government, they 
would be elilible for the accumulat-
ed capital of the trust. So, as I under-
atand it, we have moved over from 
the idea of Government securities 
bein1 the only form of invf'stment, 
but we had a1reed that the investme'"lt 
1hould be approved by the Central 
Government. For instance, if a trust 
wanted to continue to invest its 
fundl in the shares or stocks which 
were Of a iood nature, it could 
not do 10 unleaa the Central Govern-
ment approved that particular form 
of investment, and that is how \his 
c:laUH lhoulcl read. 

In fact, this clauSe itself shows that 
if the idea was only to stick to Gov-
ernment securities, the second part of 
1t, namely, "or in any security wtucn 
may be approved by the Central 
Government" would not be necessary, 
bccause "securities" are a.ready defin-
ed in the first part of the cla u;c and 
"Government securities'' in clause 2 
of section 2 of the Public Debt Act of 
1944. It was because it was not con-
sidered .broad enough and a suggestion 
was made that it should be broa:.ir;m-
ed to allow any form of inve~tment 
approved by the Central Govt!rn-
ment that this re-draft was made. I 
admit that when the minutes were 
pn·sented this should have been point-
ed out but, as the hon. Ministt::r 
knows, some of us got the minutes 
only once the week end and it was 
not possible to digest every senk11ce 
of the minute in such a short timc-
otherwise I would have done it •hen 
itself-and that is why I move this 
amendment. I hope that in the spirit 
in which thls was discussed, th.i.t is, 
trusts which are allowed to acctimu-
late will not bl' unduiy harnpend and 
forced to invest in Governm{'nt ~e­

curities but will be allowed •o in-
vest in any form that Government 
may previously approve, that position 
wi II be accepted. 

Shri Naushlr Bharucha: My amt·nd-
ments seek to substitute the wvrds 
"fifty per cent" and "twenty thousand" 
for the words "twenty-five per cent" 
&nd "ten thousand" respectively. As 
the HoUSe will recall, clause J ! 1eek.'I 
to impose income-tax on unspent in-
come beyond 25 per cent. My 'Jmend-
ment seeks some relief by Mal..1ng 
this 25 per cent into 50 per cent and 
the maximum from Ra. 10.000 ta 
Rs. 20,000. The idea is that some more 
relief may be civen to the trusts. It 
is not that I approve of thca p:-ircipl• 
of trust income bein1 tued, but in 
order to minimise the mischief of 
clauac: 11, I have propoled this mmor 
NMDdment, became a IDOre 11"\:Pm. 
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amendment would not at all be ac-
ceptable to the Finance Minister. 

While moving my amendment, I 
would like to answer one question or 
argument which the hon. 1''inance 
Minister has brought forward He 
says that income-tax is public money 
and why should an;r trust which 
caters only to one community i:et the 
benefit of public money. The ans-
wer to that is also obvious. It is not 
that particular community alone that 
gets benefit from the trust; ll is the 
whole nation that gets benefit from 
the trust. Let us say that the1·e is a 
trust for educating children belonging 
to community X. Is it not the duty 
of the Government to educate all 
children? So, to that extent, thr. load 
is lifted from the shoulders of the 
Government. It is a national gain be-
cause, to that extent Government wiII 
spend less on the children of 'X' com-
munity. 

So, the Government cannot say that 
it :s pub~ic money that is being utilis-
ed for the benefit of a particular com-
m unity only. Take another instanc-e. 
Suppose, housing for the poor of M 
particular community is provided 

Shrl M. a. Maaanl: Is the hon. 
Member arguing on clause 13? 

Shrl Naashlr llllarllrha: I am ar-
guing on clause 11 because it rcfen 
to income-tax on unspent incoml' 
above 25 per cent. It is very (·Jear. 
Clame 11 reads: 

"Subject to the provision.s of 
sections 80 to 83, the fallowing in-
come 1hall not be included in 
the total income Of the prnious 
year of the person in receipt of 
the tneom.-

income derived from J>r:>· 
pert)' held under trust wholl')' 
for chartt.ble or relilioua 

purpoees, ... ". 

1111'1 ••rarJI De.Jab That '°" '° 
clau.e 11. 

Shrl Nauablr Bbanlclaa: No. Your 
char&iog section is clause 11, when 
you say that exemption• will be on.y 
to the extent of U1e unspent 25 per 
cent. Therefore the ar1ument that I 
am maiung 1s tnat 75 per cent of the 
WlSpen t income must not be taxed 
and it snou!d be aUowed to be ac-
cumulated at least for 12 years. lt ii 
not tnat Ulereby 1 accept the principle 
involved in it because, as l say, even 
so-caUed sectarian trusts benefit the 
nation by relievme to that extent the 
burden from the Government's 
shoulders by either educatin1 the 
children of the nation or by provid-
ing accommodation or by doin1 any• 
thing else. How can the hon. Fin-
ance Minister say that there is no be-
nefit to the nation thereby? What 
does it matter if children of one com-
munity are educated? To that extent 
the burden on the Government i1 1eu. 
Therefore I am movi111 that in place 
of 25 per cent it should be 50 per cent. 
At lea~t 50 per cent should be allowed 
lo be accwnulated or Ra. 20,000 which-
ever is hi1her, without taxation. ln 
place of accumulations up to tell 
years, l say that it should at lea1t be 
made available for 12 year1 10 that 
a smaller trust may be 1ranted relief. 
1 repeat that this amendment ia with· 
out abandoninlf my oppo1ition to the 
princip.e •nd only with the object 
of minimisini the milchief of thbl 
clauae. 1 hope at leut that much 
conce11ion the Government will llft. 

Sllrl ll•rarb: I heard the hon. 
Member and tbo~ht that he would 
give tome reuon u to why he wanta 
th.ii 25 per cent to be railed to M 
per cent and Why he wanll the period 
of 10 yeara t.o be increued t.o 1% 
yean. lnaie.ct of 1ivln1 an1 aqu-
mctnt in favour of hil mnendmentl 11 
and 19, he has ar1ued quite a dith-
rent point. The main purpote whJ 
you e:iremPt any income of a charita-
ble trust ii that the truteet promi11 
te lpend it f« a public purpcNle. If 
tbat amount la not 1pent pd la belftl 
aacwnulatm without any jU1WkaUon. 
what '9 Gae monl lllDCUa ....._. 
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[Shri Morarka] 
exempting that amount from income-
tax! As long as it is spent for a 
public or charitable purpose, it would 
not attract any tax. Here it is pro-
vided that at least 75 per cent should 
be spent. May not spend the remain-
ing 25 per cent. You can go on ac-
cumulating every year 25 per cent of 
the income. Not only this, a furt~er 
concession is given that if you specify 
a particular purpose for which you 
want to accumu'.ate, say for building 
a hospital or a school, or for any 
such thing, you can accumulate the 
entire income for ten years at a tim;.., 
I think the main purpose of charitable 
trusts is io spend the income for 
public charitable purposes. If that is 
not going to be spent and if they a3k 
for accumulatin,g 25, 50 or 75 per cent 
of it, why should they get any exem-
ption at all? The only justiflca~ion for 
exemption is that you are going to 
1pend that amount for a public chari-
table purpose. If you do not spend 
and if you are going to accumulate it, 
you are not entitled to any exemp-
tion from income-tax. That is the 
point. 

Shrl Prabhat Kar: Shri Bharucha, 
when he moved his amendment, put 
forward the argument that although 
he is not agreeing with the star.d, 
namely, that the trusts should at all 
be charged, with a view just to mini-
mise the mischief, ac-cording to him, 
ht ls raising it to 50 per cent. It ls 
rather a clever argument. Perhaps 
havin1 found that the argument whtch 
waii strongly put forward by Shri 
Masani or by Sh.rl Anthony did not 
ftnd favour with the House, he want-
ed to put it In a dlf!erent way by 
saying that instead of 25 per cent ex-
emption let it be half. His Idea was 
to have 100 per cent exemption. 'But 
havlnf found that it will not ftnd 
.1vour with the Houae, he is now 
:!ffldn1 to raise the exempUon to 110 
per cent. He has not put torward 
any copnt arrument to lhow why It 
should be llO per cent. 

Shrl Nausbir Bbaracba: Minimise 
the mischief. What else can be done? 

Shri Prabhat Kar: On that score 
the question is not of mischief. The 
point is that they are being given 1.he 
right to accumulate up to 25 per cent 
for ten years for a particular purpose. 
Only the unspent amount in excess of 
that will be charged. There is no-
thing either on the question of merit 
or of principle on wh\ch this can be 
changed from 25 per cent to 50 per 
cent. Therefore I oppose Shri 
Bharucha's amendment. 

Shri Naushir Bbanacha: Why then 
is there an exemption limit of even 
25 per cent? 

Dr. M, S. Aney (Nagpur): I neither 
er approve of the amendment of my 
hon. friend, Shri Bharucha, nor the 
original clause itself. The question 
is this. What is the princ!ple on which 
it is exempted from income-tax? The 
idea is that the amount is to be spent 
for a charitable purpose. Once the 
thing is accepted by the Government 
that the amount is intended for a 
charitable purpose, the Government 
has no right to think that the amount 
ceases to be an amount to be spent 
for a charitable purpose. If they do 
not spend, the proper remedy for the 
Government is to see that they do 
spend it. Having once accepted that 
a particular trust has been created 
nnd is intended for charitable pur-
poses, it is entitled \o exemption. 
Having taken this position Government 
cannot change the position because 
those people have not spent the money, 
The failure on the part of thP. trustees 
in not carryini out the purposes of the 
trust In a proper manner does not 
create a new right for the Government 
to impose a tax. That right ls depen-
dent on that. They have tot the right 
to force the uustees to spend the 
money for a proper purpose. It they do 
not. the doctrine of cypress applia in 
certain cues under the Trust law. The 
Government can take the trust in Its 
nwn handa and apply thOM funda for 
a Bim11ar charitable pmpo1e. That II 
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the view taken by all those who have 
studied the Trusts Law and the prin-
ciples of jurisprudence. From that 
point of view I find that for the first 
time the Government of India is mak-
ing a departure from the accepted 
lines on which they have been treating 
trust property. The explanation that 
has been given, namely, if you do not 
spend it, why should you enjoy ex-
emption, is no doubt plausible. But 
it i• a trust property that is being tax-
ed. It is not a trustee's property that 
ls being taxed. For the fault of the 
trustees why should the trust's pro-
perty be deprived of the exemption 
and of the concessions which it is 
expected to enjoy? This principle has 
been followed up to this time. For the 
first time the hon. Finance Minister 
has introduced a departure. No doubt 
it has got all the possibility of being 
used for public purpose and in that 
way it shall be distributed for use 
among all the people. That is a plau-
sible explanation, no doubt. But for 
n jurist and for a man who looks at 
the question purely from a legal point 
of view, it is not likely to satisfy the 
legal conscience of the people. I am 
neither in support of nor against th<· 
propose:! clause. I only put in what 
the views of a jurist may be on a point 
of this kind. 

Sbrl Natbw.inl: I had no mind to 
participate in this debate but after 
listening carefully to the speech just 
now delivered I felt that I should say 
something on this aspect. When in-
come-tax exemption la claimed on the 
ground that the income is 1toin« to 
be spent for a particular purpDle, 
namely, for a charitable pUTpose and 
lf far ten years at least 2!5 per cent 
of that income is not spent, why can 
the income-tax law not intervene and 
say that no further exemption would 
be granted in respect bf further accu-
mulation? So far as I can see it does 
not prick my le1al conscience. No 
doubt, when trust moneys are &CCU• 
mulated in this manner and an not 
utilised, it may be arped that the 
proper occasion . . . 

cQnscience is also different with diffe-
rent persons. 

Shrl Morarjl Desai: Otherwise 
there will not be lawyers in different 
t'amps. 

Shrl Nathwanl: I am trying to show 
that there is nothing wron1 in the 
income-tax law itself dealine with 
this aspect of exempting income from 
trust property. No doubt, a proper 
place would be when you frame a 
proper Trust law. Because, in several 
cases, we find that the trustee.~, ins-
tead of utilising the trust moneys for 
sp('Cific public chaTitablc purposes, 
go on accumulating trust incomes. 
What is worae, they invest ;i in ftrms 
or in place11 in which they are in-
terested. They }end these moneys to 
their friends; they lend the money to 
t'ompanie.; in which they are in-
terested. May be, in order to avert 
such frustration of the objects of the 
trust, trust laws may provide for it. 
Here also, the Income-tax Offtcer c-an 
operate effectively by providin1 that 
;·t the income is not spent even to 
the extent of 2!5 per cent, exempUon 
~hould not be granted an7 lo"-er. 
There is nothing wron1 about it. 
There is no principle or .1e1al prln-
':'iple involved which could come in 
the way of Income-tax law provid-
ing for this contingency. That is 
all I have to say. 

Shrl MorarJI Deul: Sir, I was sur-
prised at the aruiment of my hon. 
friend Dr. M. S. Aney. I do not aee 
how legal conscience come• into this 
matter or how a juri1t'1 knowleqe 
also should 1ovem the arlUJllent 
about this. Let w consider all thne 
trustl which are supposed to accumu-
late, and which my hon friend wants 
that they should be allowed to accu-
mulate. Nobody comes ln tht· way 
of anybody who creat.ea a truat and 
pays Income-tax on it. The Govem-
ment does not interfere with it 1t all. 
When a trmt i• made and exemption 
is soulht, th•t exemption mean1 that 
the Government aho w a lhare In 
the truat. 'lbat much part Js coa-
tributed by the Govnmnent. It Js ob-
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vious and it does not require any ar-
gument. Therefore, it does '10t mean 
that the Government has no ri1ht to 
c'ome in. The Government has every 
right to come in, if they want the 
Government also to contribute to 
such a trust. Otherwise, they are 
free to 'have trusts; let them pay tax 
and let them do whatever they like. 
The Government will not at all in· 
terfere. In this, the Government have 
a moral obligation to interfere to see 
that the moneys are utilised properly. 

Whatever consideTati'On had to be 
given was given in the Select Com-
mittee and the limits were also ftxed 
after careful consideration of all 
factors. r do not think these limits 
should be raised now. I cannot accept 
the enhancin·g of these limits. 

My hon. friend Shri M. R. Masani 
said something about securities. His 
understanding was that I was of his 
view that stocks and shares approved 
by the Government were intended t'O 
be included. That was not so. I 
h·ave verified it from my officers. I 
have never accepted it. I have told 
my offtcers that I am not 1oing to 
accept it. 

Shrl M. R. Muanl: They were in-
clined to accept it. 

Shrt MorarJI De ·al: They were in-
clined to acct~pt it: that is possib!e. 
I do not accept it. This applies only 
to the accumul•ted part. It does not 
apply to the other part of the trust. 
If we allow these people to accumu-
late, to see that they are properly 
utilised and properly maintained I 
think they ou1ht to be invested in 
Government securities. If they are 
Invested in 1ovemment securities, 
that also helPs public cawes, public 
causes which are useful for all 
people. Therefore, I do not accept any 
of these amenc:lments. 

Blarl M. a. M ... I: Will the hon. 
Minister explain amendment No. 91? 

llarl Monrjl n.ab I will speak 
about It. 

Amendment No. 3 ia this: 

Page 22, fOf' lines 35 and 16, aub-
n:tute-

"(4) For the pUTposes of this 
section, 'property held under 
trust' includes a business 
undertaking so held, and 
where a claim is made 1.hat 
the income of any such un-
dertaking shall not be in-
cluded in the total income of 
the persons in receipt there-
of, the Income-tax Officer 
shall have p'Ower to deter-
mine the income of such 
undertaking in accordance 
with the provisions of this 
Act relating to assessment; 
and where any income so 
determined is in excess of the 
income as shown in the ac-
counts of undertaking, such 
excess shall be deemed to be 
applied to purposes other 
than charitable or religious 
purpo•es and accordingly 
chargeable to tax within the 
mcanmg or sub-section (3)." 

Amendment No. 91, I had already 
read out. 

In the fl.rst amendment serial 
No. 3, we have added this. When we 
have allowed any business to be 
undeTtaken by a charitable trust and 
its profl.ts to be utili;ed, we should 
also see that the business is not 10 
utilised as to give money to whomso-
ever they like. The full income ls not 
utilised for charitable purpose because 
these tbinls will not be examined 
by the Income-tax Oftlcers. There 
will be no return because they are 
exempt from income-tax. It is there-
fore, necessary to see that In~e-tax 
officers have power to go through the 
accounts wherever they ftnd it ne..--es-
sary to do 10. If they ftnd that 
moneys have been applied bes'des 
business requirements to purposes 
other than charitable pw'pC>llH, by 
making payments to relativm or om-



4957 Income-Tax BHADRA 3, 1883 <SA.KA) Btll 

cers or other people as they like, the 
excess am<>unt so used is going to be 
liable for income-tax. That ;s the 
p..1rpose of this: to see that the busi-
ness wh'ch is run is run .~olely ior 
charitable purposes. That is why, 
when this large concession was made 
for charitable trusts, I thought this 
safeguard was necescsary. 'rh,~refore, 

this amendment has been brought in. 

The other one only claT'ftes it fur-
ther. Otherwise, it does not change it 
in any way. The meaning is not 
changed. But, it does not leave any 
loophole for any other argument that 
it is taxable in the previous vear and 
if it is not S'O taxed, it wili go to 
build the accumulation. 

Mr. Deputy-Speaker: Am I to put 
any amendment separately: Nos. 13, 
14, 18, 19? 

Sbrl Naushlr Bharucha: They may 
be put together. 

Mr. Deputy-Speaker: I ma:v link 
Amendment No. 20 with Shri Naushir 
Bharucha's amendments. 

Sbrl :W. R. Masanl: As you like. 

Amendments Nos. 13, 14, 18, 19 and 20 
were i;1it and negatived. 

Mr. Deputy-Speaker: The question 
is: 

"Page 22, lines 32 to H, for 
'shall be deemed to be the income 
of such person of the previow 
year in which it is so applied or 
ceases to be so accumulated t>r set 
apart ', nbst:tute- I 

'or i.a not utilised for the pur-
pose tor which it is 10 accumu-
lated in tht> year immediately 
following the exph'y of the period 
al!owed in this behalf, shall be 
deemed to be the income of such 
person of the previous year In 
which it ia so appl'ed, br ceua 
to be 110 accumulated or let apartz 

• or, • tile cue m&J' be, ~ tlw 

previous year immediately follow-
ing the expil') of the period 

aforesaid.' " (91). 

is: 

The motion was adoJ>ted. 

Mr. Deputy-Speaker: The quution 

Page 22, for J'nes 35 and 36, aub-
stitute-

" ( 4) For the purposes of this 
sect' on "property held under 
trust" includes a business un· 
dertaking so held, and where 
a claim is made that the 
income of any such under-
taking shall not be included 
in tht" total income of the 
persons in receipt thereof, the 
Incomt>-tax Officer sha!l have 
poweT to determine the 
income of such undertaking 
in acC'Ordance with the provl-
siomr at th's Art relatinlf to 
assessment; and where any 
income so determined is ln 
exce~s ot the Income as shown 
in the accounts of the under-
taking, such exce11 shall 
be deemed to be applied to 
purpO!lcs other than charitable 
or religious purposes and 
accordingly chargeable to tax 
within the mt'Bnlng of 11ub-
1edit>n (3)." Cl) 

The motion \DU adopted. 

Mr. Deputy-Speaker: The question 
!11: 

"That clause 11, as amended, 
stand p&Tt of the Bill." 

The motion iou fldoJ*d. 
ClaUH 11, u amnded, tHr 4Clckd to 

«M Bill. 

Cla-. II- Income of trunr or N· 
tttu.tiOftr from ooitmea'll contrf· 

butionl.) 

llU'I Na .... tr ......... : I be1 to 
mcwe: 

Pqe ZI, omU llnes I co I. (II) 
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Mr. DepatJ-Speaker: Anytbins to 
be said by the hon. :Minister? 

Shrl MorarJi Desai: I do not accept 
his amendment. 

Shri Naushlr Bharucha: 
like to explain briefly. 

would 

Shhi Morarji Desai: This i;; about 
75 per cent given to another trust, 
one trust making contribution to an-
other trust? 

Shri Naushir Bharucha: This 
relates to a different thing. 

Shrl Morarjl Desai: I do not accept 
it. I will say why I do not accept it. 

Sbri Nausblr Bbarucba: May I 
point out, Sir, what happens in prac-
tice is, several trusts combine for a 
purpose, if the object is a bigger onco, 
beyond the capacity of one trust. As 
[ mentioned ~ cstel'day, when the hon. 
Finance Minister was absent from the 
House, actually, one trust may give 
a piece of land. AnotheT trust may 
donate for the constructi'on of the 
building and a third trust may pro-
vide for maintenance. It is possible 
that one trust may be asked to do 
the thin&, and the other trusts may 
donate. But under clause 12, any 
donation given by one trust to anothrr 
would be regarded as income of the 
receiving trust. If I give individually 
any donati'on or contTibution to a 
trust for a charitable purpose, that is 
not rl•garded as income of the receiv-
ing trust, but if a trust, which i.s 
nothing but an association of indivi-
duals, gives, then, that is regarded as 
income of the receivin1 trust. 

My objection to it is, first, that 
action on co-operative principle by 
trusts would n'Ot be practicable as a 
result of this: secondly, often, bl11er 
trusts helping smaller trusts will be 
hard-h't by this because that will be 
re1arded as part of the income. What 
Ill the charm in mv trust payin1 an-
other tru1t a lakh 'of rupee1, if that 
lakh b to be reprded as income and 
heavy tax is to be taken on that? It 
does not stand to rea10n at all. There 

is no logic at all, and on moral 
grounds also it is not desirable that 
this should be done. 

Shri Morarka: May I say a word 
about this, because this amendment 
was introduced by the Select Com-
mittee? If this amendment were not 
there, then the entire pUTpose of the 
<.>ntire clause 11 would be defeatad 
very easily, because then, the only 
thing that one trust will have to do 
is to form another trust and between 
themselves, they can go bn givin1 
donations, and, thus, 75 per cent would 
be deemed to have been spent by one 
trust for a public charitable purpose. 
In order that that loophole may not 
be there, and it may be plugged 
effectively, this amendment has been 
brought in. 

The analogy which my hon. fTiend 
gives about an individual giving 
donations is n'ot applicable here, 
bt•cause it a trust gives money to an 
individual, then, in the hands of the 
individual, it may be taxable. 

Shri Naushir Bharucha: I was talk-
ing about an individual giving to a 
trust, not the other way about. 

Shri Morarka: Even if an indivi-
dual gives money to a trust, then it 
becomes income of the trust, and out 
of that income, the trust has to spend 
75 per cent, but if t>ne trust gives to 
another trust, then the income in the 
hands of the Teceiving trust is not 
taxable; therefore, the provision of 
75 per cent would be evaded and no 
tax would be attracted., and, there-
fore, the entire purpose of clause 11 
would be defeated. 

That was the reason why 1ub-
clause (2) of this clause was intro-
duced by the Select Committee, and 
very advisedly tao. There is nothin1 
illogical about it. It is very neces-
sary. 

Slarl Monrjl Dtal: My hon. friend 
for1ets that donations are excluded 
rrom accumulations. Thia is how 
these th;n&I will all be covered up, 
which he does not want to realise. 
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Private Members' Bills 

and Resolutions 
Mr. Deputy-Speaker: I shall now 

put amendment No. 21 to the vote of 
the House. The question is: 

Page 23, omit lines 1 to 8. (21) 

The motion was negatived. 

Mr. Deputy-Speaker: The question 
is: 

"That clause 12 stand part of the 
Bill". 

The motion was adopted. 

Clause 12 was added to the Bill. 

Mr. Deputy-Speaker: We shall take 
up the rest of the clauses on the next 
day. 

H.33 hrs. 

COMMI'M'EE ON PRIVATE MEM-
BERS' BILLS AND RESOLU-
TIONS 

EIGHTY-SEVENTH REPORT 

Sbrl Yadav Narayan Jadhav CMale-
gaon): I beg to move': 

"That this House agrees with 
the Eigthy-Seventh Report of the 
Committee on Private Memben' 
B'lls and Rffolutions presented to 
the House on the 23rd August, 
1961.". 

Mr. Deputy-Speaker: The queltion 
ls: 

'"nlat this House agrees with the 
Ei1hty-1eVenth Report of tbe 
Committee on Private Members' 
Bills and Raolutiom preMDted to 
the House on the 21rd Ausmt, 
Itel.". 

1000 (ai) LSD-I. 

H.~i hrs. 

RESOLUTION RE: BAN ON EM· 
PLOYMENT OF RETIRED GOV. 
ERNMENT SERVANTS-contd. 

Mr. Depaty-Spealler: The House 
will now resume further discussion 
of the following Resolution moved by 
Shri Bhadauria on the 11th Auaust, 
1961, namely-

"This House is of opinion that 
Government should bring forward 
suitable legislation to debar re-
tired Government employees from 
being re-employed in any Gov-
ernment O'I' private service.". 

Out of 1 hour and 15 minutes allot-
ted for the discussi'on, 1 hour and 11 
minutes have already been taken up. 
There •re only four minutea left. 
Shall I give it to the hon. Mover? I 
have to call the Minister yet. 

The Mtnlater of State la &be Mlldl-
try of Rome Atraln <Shrl Datar): I 
havt' also to intervene. 

Mr. Deputy-Speaker: Yea, certain-
ly. 

Shrl Sarendranath Dwlved1 CKen-
drapara): Let us extend the time by 
half an hour more. 

Mr. Deputy-Speaker: That w1ll be 
difficult, became then there will be 
other Members who would 1ufter 
becau11e their re11olutlon1 m1y not 
C'Ome up. 

Sbrl Sureadranatb DwlndJ: Let u. 
l'Xtend it by half an hour. 

Mr. Depaty-S.-ken All rilht: let 
us spend half an hour more on this. 
Shri Taneamani may have a few 
minute&. Then, I shall call the hon. 
Minister. 

Slart T ......... (Madurai): I riM 
to support the re10lution moved by 
my hon. friend Shri Bh8d.auria on the 
11th Aupt, 1111. 




