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Clause^ 2 to 5 were added to     the 
Bill. 

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

SHRI ,3. M. KRISHNA: Sir, I 
move: 

"That the Bill be passed." 
(Interruptions^ 

SHRI SHRIDHAR WASUDEO 
DHABE: Sir, I want to speak. The 
reply is unsatisfactory. (Interrup- 
tions) We want to walk out as we 
do not want to be party to passing of 
this Bill. 

[At this stage, some hon. Members 
left the Chamber] 

MR. DEPUTY CHAIRMAN: The 
question is: 

"Thit the Bill be passed." 
The motiori was adopted. 

ANNOUNCEMENT RE. ARREST AND 
RELEASE OF SHRI V. GOPALSAMY 
AND SHRI L. GANESAN MEMBERS 
OF PARLIAMENT, RAJYA    SABHA 

 I 

thandu, Tanjore West District in 
Tamil Nadu when he attempted to 
picket the Head Post Office along 
with 262 others itx furtherance of 
decision of the D.M.K, lead oppo- 
sition party to protest against State 
and Central Governments. In this 
connection, the case in Orthandu 
Police Station CR No. 506J84 under 
section 151 .Criminal Procedure 
Code, was registered at 1100 hour; 
Shri L.  Ganesan was    released CT 

25-8-84 at 1700 hours." 

 
The House then   adjoun 

for lunch at     thirty-six' pat 
one of the clock. 

The House reassembled after lunch 
at thirty-two minutes past two of the 
clock, Mr. Deputy Chairman in the 
Chair. 

.. THE TAXATION   LAWS 
ii AMENDMENT) BDLL, 1984 

THE MINISTER     OF STATE 
THE      MINISTRY     OF     FINANC*! 
(SHRI S. M. KRISHNA): Mr.     De- 
puty Chairman, Sir, I beg to move: 

"That the Bill further to amer.-l 
the Income-tax Act, 1961, thf? 
Wealth-tax Act, 1957, the Gift T 
Act, 1958, the Companies (Profits) 
Surtax Act, 1964, the Compulsory 
Deposit Scheme (Income-tax Pay- 
ers) Act, 1974, and the Interest-tax 
Act, 1974, as passed by the Lok 
Sabha, be taksn into consideration." 
Sir, the proposals in this Bill are 

intended mainly t0 streamline the 
procedures in the interests of bett--" 
work management, avoid inconveni- 
ence to taxpayers, reduce litigation, 
remove certain anomalies in and 
rationalise some of the provisions of 
these enactments and counter-set tax 
avoidance and tax evasion. Sir, the 
Bill contains 84 clauses covering 
about 70 proposals. A more compre- 
hensive Bill would have taken more 
time to prepare. In c-ase such a     Bill 
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provide that from the financial year 
85-86, payment of advance tax wiH 
be optional in the ease of individuals, 
Hindu Undivided families, associa- 
tions of persons, etc., if tlie amount 
payable by them does not exceed Rs. 
1500. 

Salaried taxpayers drawing cash re- 
muneration upto Rs. 18,000 per annum 
are not required to furnish a volunt- 
ary return of income if certain condi- 
tions laid down in the Income-tax 
Act in this behalf pre fulfilled. The 
Bill seeks to extend this concession 
to persons drawing cash remuneration 
upto Rs, 24,000 per annum. 

Section 144 of the Income-tax Act 
empowers the Income-tax Officer t0 
make an ex parte assessment in cases 
where the tax-payer fails to furnish 
the return of incotas or comply with 
statutory notices. The ex parte 
assessment can be cancelled by the 
Income-tax officer and the assessment 
made afresh in cases where the tax- 
payer is able to show that the Income- 
tax Officer had -acted on incorrect 
facts or assumptions. 

The procedure empowering the 
Income-tax Officer to cancel the ex 
parte assessment and make a fresh 
assessment leads to unnecessary dup- 
lication of proceedings, delays and 
inconvenience to taxpayers. The Bill, 
therefore, seeks to discontinue the 
provision for re-opening ex parte 
assessment made after 30th Septem- 
ber 1984. * 

Under section 144B of the Income- 
tax Act the Income-tax Officer is re- 
quired to send n draft of the assess- 
ment order to the taxpayer in cases 
where the aggregate amount cf the 
proposed variation to the returned in- 
come exceeds a fixed amount, which is 
currently Rs. 1 lakh. If the taxpayer 
objects to the proposed variation, the 
objections are referred to the Inspect- 
ing Assistant Commissioner for ap- 
propriate direction to ihe Income-tax 
Officer. 
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This provision leads, to duplication 
of proceedings, delay in completion 
of assessments and division of ies- 
ponsibility. The provision has al?o 
generated considerable litigation. The 
Bill, therefore, seeks to discontinue 
the procedure laid down in, section 
144B in cases where any variation to 
the returned income js proposed to 
be made by Income-tax Officers after 
30th September, 1984. 

Under the existing provisions of 
the Income-tax Act, no action for re- 
covery can be commenced against a 
defaulter after one year from the end 
of the financial yea? in which the de-' 
mand was raised. The Bill seeks to 
extend the time limit for commence- 
ment of recovery proceedings from 
one year to threo years. We expeet 
that, in most of tlie cases, the final 
demand would get crystalised within 
•the extended time after the disposal 
of the first and second appeals, claims 
for rectification and adjustment of 
pre-paid taxes. In the result, recovery 
certificates would be substantially 
fewer in number and they would re- 
flect, more correctly than at present, 
the demand which is, in .fact due 
from the assessees. 

The Settlement Commission is de- 
barred from admitting an application 
for settlement in case3 where con- 
cealment of income or tax fraud has 
Taeen established er is likely to be es- 
tablished by the income-tax authori- 
ties. Taxpayers whose undisclosed 
assets, incriminating books of ac- 
counts or documents are seized jn the 
course of search operations conducted 
by the Income-tax Department, try 
to circumvent this provision by going 
to the Settlement Commission before 
the tax authorities have completed 
scrutiny of the seized material. . The 
'Bill, therefore, seeks to provide that 
in cases where any assets, books of 
account or documents have been 
seized in the course of a search, the 
taxpayer will be debarred from mak- 
ing an application for settlement to 
fhe Settlement Commission before the 

expiry of 120 days   from the date of 
such seizure. 

The existing provisions do not cast 
any obligation on a person to declare 
his concealed income in an application 
for settlement to make it obligatory 
for a person to make a full and true 
disclosure of his undisclosed income 
in the application for settlement end 
to pay the additional amount of 
income-tax payable on such income. 

To ensure that the Settlement Com- 
mission does not get involved in hand- 
ling relatively low revenue cases, the 
Bill seeks to provide that an appli- 
cation for settlement shall lie to the 
Settlement Commission only if the 
additional tax payable by the appli- 
cant exceeds Rs. 50,000. The Central 
Government is required to pay interest 
at the rate of 12 per cent per annum 
in certain cases, such as, cases of de- 
lay in granting refunds and excess 
payment of advance tax by taxpayers. 
Interest is similarly charged from tax- 
payers when the payment of tax is 
delayed or there ig a shortfall in pay- 
ment of advance tax:. The Bill seeks 
to raise tlie rate of interest payable 
by the Government and chargeable 
from taxpayers, from 12 per cent per 
annum t0 15 per cent per annum, with 
effect from 1st October, 1984. 

While the interest chargeable from 
taxpayers under the various provi- 
sions of the Income-tax Act can be 
reduced or waived in certain cir- 
cumstances, interest chargeable for 
delay in payment of tax cannot be re- 
duced or waived in any circumstance. 
As reduction or waiver of such in- 
terest may become necessary to mi- 
tigate hardship, the Bill seeks to em- 
power the Central Board of Direct 
Taxes to reduce oi waive such interest 
on the recommendation made by the 
Commissioner. 

The Bill also contains a number »t 
proposals for reducing litigation. 
When there is a difference between 
the Income-tax officer and a tax-payer 
on any question of law arising in the 
case of the tax-payer for several years. 
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the taxpayer has to contest the ques- 
tion of law for each of these yeais. 
This leads to unnecessary prolifera- 
tion of appeals before the appellate 
authorities. and reference applications 
before the High Courts on identical 
question of law in the case of the 
same taxpayer. 

With a view to avoiding such repe- 
titive appeals and reference applica- 
tions, the Bill seeks to provide a 
procedure which would secure that a 
taxpayer's assessments for later years 
are modified in comformity with the 
final decision of the High Court or 
the Supreme Court on the question 
of law in his case for an earlier year, 
without any need for him to agitate 
the matter in the proceedings for the 
later years. 

Litigation in tax cases could be 
reduced substantially by sponsoring 
appropriate amendments clarifying the 
legislative intention at the earliest if 
the interpretation placed by the High 
Court, or even the Appellate Tribu- 
nal, on any provision is not in confor- 
mity with the underlying intention. 
The Bill, therefore, seeks to make 
certain amendments to some of the 
existing provisions to clarify the 
legislative intention so that further 
controversy and litigation regarding 
the true intent and purport of these 
provisions is avoided. 

I will now briefly refer to some of 
the provisions in the Bill which seek 
to rationalise the provisions of the 
law. 

Section 54E of the Income-tax Act 
provides for exemption of capital 
gains in cases where the net conside- 
ration arising from the transfer of a 
long-term capital asset is re-invested 
within six months in specified finan- 
cial assets. The time limit of six- 
months may, however, not be ade- 
quate in some cases of compulsory 
acquisition where the whole or a part 
of the compensation is not received 
by the owner Immediately. With a 
view to  avoiding    hardship in such 

j cases, the Bill seeks to provide that, 
I in relation to the amount of compen- 
sation which is not paid by the Govern- 
ment at the time of compulsory ac- 
quisition, the period of six months for 
reinvestment in specified financial 
assets shall be reckoned from the 
date on which the compensation is 
received by the taxpayer. 

At times,   a  person   may be cons- 
trained to sell even his    residential 
house on account of pressing personal 
or family obligations.   As taxation of 
capital gains from the sale of a resi- 
dential house in such cases may result 
in hardship, the Bill seeks to provide 
that   capital  gains  arising   from   tbe 
sale of a residential house will    be 
exempted from tax if   the individual 
does not own any other    residential 
house  and the  sale proceeds do not 
exceed Rs. 2 lakhs.    In cases where 
the sale proceeds exceed Rs. 2 lakhs, 
the capital gains would be exempted 
proportionately. 

Under an existing provision in tlie 
Wealth-tax Act, persons of Indian ori- 
gin returning to India with the inten- 
tion of peraanently settling here are 
exempt from wealth-tax for sever* 
years in inspect of their savings 
abroad repatriated to India. The Bill 
seeks to amend the relevant provisions 
so that Indian citizens are also entitled 
to this exemption. 

And finally, I would briefly indicate 
some of the proposals in the Bill for 
counteracting tax evasion and tax 
avoidance. 

When unaccounted assets are seized 
in the course of a search, taxpayers 
sometimes make an attempt to avoid 
penal consequences by taking the 
plea that such assets have been ac- 
quired by them out of their current 
income. With a view to counteracting 
such attempts, the Bill seeks to pro- 
vide that a plea by the tax-payer that 
any such asset has been acquired by 
him out of his income will not be 
I     accepted   Unless   the   income   or  tlie- 
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transaction resulting in such income 
is recorded in the books oi: account 
maintained by the taxpayer or such 
income has been disclosed to the Com- 
missioner before the date of the 
search. 
While tightening the provisions of 
law in the case of those who do not 
cooperate, persons who promptly make 
a full and true    disclosure of their 
concealed income after a search de- 
serve some leniency.   The Bill, there- 
fore, seeks to provide that a taxpayer 
who makes a full and true disclosure 
of his concealed income before    the 
Commissioner within fifteen days of 
the search would be regarded as hav- 
ing made,    voluntarily and in good 
faith, a disclosure    of his concealed 
income prior to its detection by   the 
Income-tax Officer.   Such a disclosure 
before the Commissioner would ena- 
ble him to move the Commissioner for 
reduction or waiver of penalty under 
the existing provisions of the Income- 
tax Act. 

The Bill also seeks to make certain 
modifications in the provisions relat- 
ing to taxation of capital gains with 
4 view to plugging certain lacunae 
in the law which are being used for 
purposes of tax avoidance. 

Sir,  I have  briefly  indicated     the 
salient features of some of the more 
important    proposals    in    the    Bill. 
Hon'ble  Members would have     also 
gone through the provisions    of   the 
Bill.   They would have observed that 
the various measures proposed in the 
Bill are simple and non-controversial 
and seek to effect significant improve- 
ment in selected areas of the direct 
tax laws and their administration. I, 
therefore,  trust  that  the     Bill  will 
receive the unanimous support of this 
august House.   Sir, I move. 

The question was proposed. 
SHRI BADRI NARAYAN PRA- 

DHAN (West Bengal): Mr. Deputy 
Chairman, Sir, I rise to say that 
instead of rushing through such a Bill 
in piecemeal manner, the Government 
should have brought a comprehensive 

Bill to streamline the tax structure- 
its collection and management on the 
lines recommended by different Com- 
mittees. 

It is stated that the Bill is intended 
to streamline the procedures in    the 
interest of better works management 
and reducing inconvenience   to   tax- 
payers, to reduce litigation and ratio- 
nalise some of the provisions of the 
different   enactments   and   counteract 
tax evasion and avoidance. - But noth- 
ing has been said about the magnitude 
of the tax evasion. No light is thrown 
as  to  how  much  taxes     have been 
evaded  and remain unrealised     and, 
untaxed. 

The black money has paralysed ou 
economy.    It is creating a havoc    in 
our country.    But nothing has  been, 
said as to how the Government intends 
to curb the circulation of black money. 
Instead  of providing  stringent  mea- 
sures to curb it, scope has been given 
to  make  the     black    money  white. 
Some of the provisions of the Bill have 
been so formulated as to benefit soi 
of the big industrial groups and pit 
sons. 

Direct taxes  are  going  down gra- 
dually.    But the indirect taxes     are 
increasing  manifold.    That  means   a 
handful of rich are enjoying all   the 
benefits    of    economic    development, 
while the backbones of the com 
people   are  breaking   under   the   un- 
bearable burden of indirect taxes. T 
is the result of the capitalist path 
development pursued by the bourgeois 
landlord Government of our country. 
I am sorry to say that corruption is 
rampant   in   tax   collection.    That 
why tax evasion has    assumed such 
manacing proportions.    Persons, espe- 
cially the officials, having connivance 
with the tax-evaders should be dealt 
with firmly. 

The taxation system itself is deteri- 
mental to the interest of the common 
people, and the capialists are benefited 
by this system. 

The revenue collection from the in- 
come-tax is very little because there 



83 Tlie Taxation Laws      [RAJYA SABHA]      (Amdt.) Bill. 1984        84 

[Shri Badri Narayan Pradhan] 
is no serious effort on the part of the 
officials on the one hand the reduc- 
tion of the rate of income-tax on the 
other.   The income-tax assessment is 
at the low key, and what has been 
assessed, that too,  is not     collected 
properly.    Similar is the case in res- 
pect of the wealth-tax, the gift-tax and 
ofher taxes.   Many people who ought 
to pay the taxes, do not pay, but those 
who cannot afford to pay are squeezed 
through indirect taxes.   Many of the 
big companies,    rich persons having 
influence over the high-ups, film pro- 
ducers and many others are not paying 
taxes, but they are not touched.   Ac- 
cording to the Public Accounts Com- 
mittee's reports, out of IOI top com- 
panies, only 23 companies have paid 
ihe taxes in 1979-80.    In 1981-82, out 
of 76 highly profit-making companies, 
42  companies  did not pay the taxes 
at all. 

Over and above, the Government l«s 
giving concessions after concessions to 
big traders and industrialists. 

We tod that in the absence of an 
effective centralised all-India evaluat- 
ing machinery, assessments of income 
and wealth are made at various levels, 
sometimes contradictory to each other. 
This has seriously affected the rational 
taxation policy.. The Public Accounts 
Committee had, therefore, recommend- 
ed setting up of an all-India evalua- 
tion committee consisting of eminent 
economists, tax experts, auditors etc., 
which would act in consultation with 
the State Governments. But the Gov- 
ernment has turned deaf ears to thr 
valueable recommendations. I want 
to know when the Government would 
set up such a committee. 

At the end, I demand, the burden 
of the indirect taxes on the common 
people should be minimised, and that 
should be compensated by direct taxes 
on affluent sections. 

The circulation of the black money 
should be curbed. Tax-evaders should 
be dealt with firmly, and officials con- 
niving with the tax-evaders be bro- 

       ught to book. All sorts of concessions 
and subsidies to big monopoly houses 
should be stopped.   An all-India eva-  luation 
committee should be set up 
mmediately as recommended bv the 
Public Accounts Committee. 

Thank you, Sir. 

MR. DEPUTY CHAIRMAN: Miss 
Jayalalitha. 

MISS JAYALALITHA (Tamil 
Nadu): Mr. Deputy Chairman, Sir, 
this Bill is really a very extensive do- 
cument, almost boundless in its sweeD 
and range. Although the hon._ Minis- 
ter of Finance has stated that these 
amendments are intended mainly to 
streamline procedures to avoid incon- 
venience to tax-payers and remove 
certain anomalies in these enactments, 
the very presentation of the Bill is 
anomalous, in that it incorporates as 
many as 84 clauses with the addition 
of any number of sub-clauses. 

As it is, our tax laws are so com- 
plicated  that  they  are  beyond     the 
comprehension of the layman.      The 
average educated citizen of this coun- 
try with reasonable intelligence quo- 
tient, cannot even dare to contemplate 
the  idea  of assessing   and  filing his 
own income-tax returns.   Tlie services 
of an auditor or a chartered accoun- 
tant are indispensable.      By making 
the taxation laws so convoluted, the 
Government of India has already seen 
to it that chartered accountants are a 
flourishing breed in India.    Now by 
adding to the already existing comp- 
lexity, by introducing the numerous 
amendments proposed in this Bill, the 
confusion has been compounded, and 
the Government of India has ensured 
the continued prosperity of the Char- 
tered Accountants in the country, and 
has earned their undying gratitude 

Sir,  the  great  Roman  philosopher. 
Seneca said that: 

"It is not because things ave diffi- 
cult that we do not dare; it is be- 
cause wc do not dare that things 
are difficult." 
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But Seneca who lived from 4 B.C. to 
A.D. 65, could not have foreseen the 
maze of involuted taxation laws which 
the Government of India would create 
20 centuries later, when he made this 
profound observation in the 1st Cen- 
tury. Seneca himself, weue he alive 
today, would not advise any layman 
to attempt to solve the intricate tangle 
of present day Indian taxation laws 
without expert professional guidance 
and assistance. 

Some of the measures being intro- 
duced in this Bill are very welcome 
i ndecd. 

I refer to Clause 50, which seeks to 
amend section 273A of the Income- 
tax Act. 

Sub-clause (a) seeks to insert a new 
Explanation 2 to sub-section (1) to 
provide that: where any books of ac- 
count, other documents, money bul- 
lion, jewellery or other valuable arti- 
cles or tilings belonging to a person 
are seized under section 132, and 
within fifteen days of such seizure, the 
person makes a full and true disclo- 
sure of his income to the Commis- 
sioner, such person shall, for the pur- 
poses of clause (b) of the said sub- 
section, be deemed to have made, 
prior to the detection by the Income- 
tax Officer of the concealment of par- 
ticulars of hicome, or of the inaccu- 
racy of particulars furnished in res- 
pect of such income- voluntarily and 
in good faith, a disclosure of such par- 
ticulars. 

As I have stated earlier, this new 
amendment is to be welcomed. But I 
respectifully submit that the amend- 
ment as it stands is incomplete. 

First of all, the time allowed to the 
assessee to make a voluntary disclo- 
sure is inadequate. Instead of 15 
days' time, the assessee should be 
given three months, or at the very 
least, one month, to make a full and 
true disclosure. 

Persons conversant with the techni- 
calities of auditing of accounts, will 
agree that such a laborious procedure, 

involving voluminous paper work, will 
require a minimum of three months 
time, if the assessee is to make a full 
and  true  disclosure of income     and 
assets.   ' 

Secondly, this particular amendment 
should be expanded to include the 
provision, that once the disclosure is 
made, the Commissioner must com- 
plete the assessment of the case on the 
basis of disclosure, without further 
harassment of the assessee, and the 
assessment should also be completed 
within three months from the date of 
disclosure. 

Next, I refer to Clause 47, which 
seeks to amend section 263 of the 
Income-tax Act, relating to revision of 
orders prejudicial to revenue. 

Sir, sub-clause (b) seeks to substi- 
tute sub-section (2) of Section 263 by 
a new sub-section. 

Under the existing provisions, a 
Commissioner is debarred from revis- 
ing an order of reassessment made 
under Section 147 of the Income-tax 
Act. The sub-section also provides 
that no order of revision can be made 
by the Commissioner after the expiry 
of two years from the date of the 
order sought to be revised. 

Under the substituted sub-section. ' 
it will be permissible for the Commis- 
sioner to revise even an order of reas- 
sessment made under section 147 of 
the Act. Further the time limit of 
two years for the purposes of making 
an order under this section, shall be 
reckoned from the end of the financial 
year in which the order sought to be 
'evised was made by the assessing 
officer. 

This new provision simply does aot 
make sense. 

Under section 147, any such reas- 
sessment is made only after getting 
ihe approval of the Commissioner. 

When such is , the ease, after the 
Commissioner himself has given his 
seal of approval to the reassessment 
order, where is the question of    the 
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Commissioner again re-opening    the 
case? 

In the first place, it is the Commis- 
sioner who approves the order of re- 
assessment. Then, how can the Com- 
missioner again be permitted to revise 
the order? 

In effect, this means that the Gov- 
ernment of India is giving the Com- 
missioner legal sanction to have second 
thoughts—and that too at his leisure— 
about a case that has been closed. 

It also means that the Government 
of India, through this legislation is 
wielding a big stick to threaten, brow- 
beat, harass and intimidate income- 
tax assessees. 

This can work two ways. It can be 
applied in the opposite direction as 
well. In the case of certain indivi- 
duals whom the Government wants to 
favour, concessons can be awarded 
through this piece of legislation. It 
follows that once the Commissioner is 
empowered to revise an order of re- 
assessment, the revision can be either 
upwards or downwards. 

Therefore, since this particular sub- 
clause so patently lends itself to im- 
plementation as an instrument of mis- 
use of authority, I strongly submit 
that this sub-clause should be revoked. 
Next, I refer to clause 54> 
3 P.M. which seeks to amend sec- 
tion 5 of the Wealth-tax 
Act relating to exemptions in res- 
pect 0f certain assets. Item (ii) 
of sub-clause (a) seeks to amend 
clause (xxxiii) of sub-section (1) • 
Under the existing provisions, an as- 
sessee being a person of Indian ori- 
gin who was ordinarily residing in a 
foreign country, and who, on leaving 
such country, has returned to India 
with the intention of permanetly re- 
sidig in India, is entitled *o exemp- 
tion for seven years, in respect of 
moneys and value of assets brought 
by him into India, and the value of 
the  assets  acquired  by him  out    of 

such moneys. The proposed amend- 
ment seeks to extend the aforesaid 
exemption to Indian citizens. While 
wholeheartedly welcoming this new 
proposal, I submit that it should be 
further amended to exempt the in- 
come arising out of such assets from 
income-tax also for the same period 
of seven years. 

It has been stated by the hon. Min- 
ister of  Finance  in the Statement Oi 
Objects and Reasons on page 31 of the 
Bill,  that  certain  amendments    have 
been included in the Bill t0 "court- teract 
tax avoidance and tax eva- 
sion." To the best of my knowledge, 
the Government of India is actually 
getting Rs. 4,000 crores by way of 
direct taxes. Another Rs. 5,000 cro- 
res that should accrue to the Govern- 
ment of India is lost annually be- 
cause of tax evasion. What action has 
the Government initiated, what steps 
have been taken by the Government 
of India, to stop this stupendous eva- 
sion of tax payment? 

Much publicity is given by the 
Government of India to the income- 
tax raids conducted on film artistes. 
A deliberate impression is sought to 
be created that only film stars are 
the culprits when it comes to tax 
evasion and boarding of black money. 
The Government tries to foster a 
false image of very conscientiously 
trying to unearth black money and 
counteract tax evasion, by givin c 
enormous publicity to the income- 
tax raids on film personalities. But 
if one cares to examine the details. 
it can clearly be seen that these raids 
conducted on film artistes yield very 
meagre returns, which hardly amount 
to a drop in the ocean of tax evasion. 

I have hore with me a statement 
that was laid on the Table of the- 
House on the 7th of August, 1984. 
This statement, referred to in reply 
to part (a) of the Starred Question 
No. 226 in the Rajya Sabha, contains 
the names of 104 film personalities 
against whom income-tax demands 
exceeding Rs. 1 iakh were outstand- 
ing during the last three years. In its- 
eagerness to condemn film stars,   the- 
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Government of India, Ministry of 
Finance, which issued the statement, 
has not even bothered to take note of 
the fact that among the names men- 
tioned in the list, many names are 
those of film producers or film direc- 
tors who are not actors, but hag lum- 
ped all the names together under the 
common nomenclature "film stars". 
However, this is not the point I seek 
to highlight. If the. demands out- 
standing in column 5 of the state- 
ment are added up, the sum total of 
tbe demands outstanding as on the 
31st of March, 1984, comes only to Rs. 
5,90,30,000, that is, roughly only Rs. 
5.9 crores. But the total amount of 
tax evasion is Rs. 5,000 crores. Out 
of this, by the Government's own ad- 
mission, the tax evasion by leading 
film personalities accounts for only 
Rs. 5.9 crores, which is but an infi- 
nitesimal fraction of the grand total. 
Yet, so much adverse publicity is 
given to these film personalities. What 
about the remaining Rs. 4,994 crores? 
who is responsible for this massive tax 
evasion? Has the Government of India 
cared to disclose this in Parliament? 
Has the Government of India, Minis- 
try of Finance, revealed the names 
of those who have been cheating and 
defrauding the Government of Rs. 
4,994 crores throueh tax avoidance 
and tax evasion? No. The real tax 
evaders are the big companies, the 
large industrial houses. In the year 
1979-80, out of 101 top-most com- 
panies, onlv 23 companies paid tax. 
Seventy-eight companies naid no tax 
at all. In the year 1981-82, out of 76 
highlv profitable conmanies, 42 corn- 
names did not Pav anv tax at sdl- 
The Government of India knows about 
thi* onlv too well. But the Govern- 
ment has done nothing about this co- 
lossal tax evasion Has t*>e Oo'vern- 
ment of Tndia ever disclosed these de- 
tail in 'Parliament? Hav** they ever 
revealed the names of the<s<» delin- 
quent tax dodgers in Parliament? 
Have rhev given them all-India tnibli- 
citv bv making a statement about them 
in Parliament No. The answer is a 
resounding "No". Thev have never 
done it. Yet. they do not hesitate to 
reveal the names of cinema actors and 

actresses who owe only relatively 
minor amounts in tax arrears. The 
Government publicises their names as 
though they are the worst of crimi- 
nals. 

In the statement already referred 
to, they have even included the 
names of those film personalities who 
have cleared their tax arrears and 
who have no demands outstanding as 
on 31-3-1983 and 31-3-1984. In the list, 
the Government has included the 
name of the Chief Minister of Tamil 
Nadu, Dr. M.G.R., although he has 
paid his tax arrears in 1982 and has 
no demands outstanding as on 
31-3-1983 and 31-3-1984. The Gov- 
ernment of India refuses to reveal 
the names of those industrialists who 
have been amassing wealth to the 
time of crores of rupees and have 
never paid a rupee by way of taxes. 
But the Government of India has no 
hesitation in needlessly dragging in 
Dr. MGR's name in a statement issued 
in Parliament on 7th August, 1984, 
which clearly shows that he has set- 
tled his tax dues two years before, 
and has no demands outstanding for 
tho last two years. 

The Government of India makes 
freauent pronouncements about dis- 
pelling economic disparities. Among 
the large industrial houses in the top- 
most bracket today—when the British 
left India the wealth of these indus- 
trial houses was Rs. 25 crores—their 
wealth is Rs. 2500 crores at Dresent. 
Many of them are neither paying any 
income-tax nor any wealth-tax. Their 
chiMren would not be paying any 
estate duty. 

If the total loss to the Government 
of India through all these years is 
comDuted, the sum total would be of 
staggering proportions. 

How will economic disparity dis- 
apnear if such a state of affairs is 
allowed to exist in the country? Un- 
til today, there is no Tecord of the 
Government having arrested or raid- 
ed or having initiated legal proceed, 
ings against these tax evaders, who 
1    have defrauded the nation of incal- 
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culable sums of money, which, when 
computed, would run into thousands 
upon thousands of crores over seve- 
ral decades. Individual members be- 
longing to large industrial houses 
show in. their accounts that their 
wealth is steadily decreasing over the 
years. Are we expected to believe 
this? 

People who have amassed huge 
fortunes and accumulated wealth 
around Rs. 2000 crores and more, 
manage to manipulate things so that 
they wriggle out of the tax net. They 
pay no income-tax, no wealth-tax, no 
estate duty. The Government of India 
allows the really large fishes to escape 
from the tax net. The huge whales 
and the sharks are allowed to go 
scot-free. 

But the same tax net inextricably 
enmeshes and ensnares the patheti- 
cally small fishes. Persons who earn 
their livelihood by performing gen- 
uine service to the nation and hard 
work are forced to pay income-tax, 
and they are the ones who are haras- 
sed and hounded by the Income-Tax 
Department, so much so that their 
lives become a living hell. 

Where cinema artistes are concern- 
ed, how many people care to analyse 
the. fact or realise the truth that 
their earning span is limited to only 
a few years? So much adverse damag- 
ing publicity is given to film stars— 
so many myths are built around 
them—that the harsh realities of their 
existenace are clouded over by deli- 
berately nurtured wrong impressions. 

Is there any guaranteed income 
for a cinema artiste? None at all. 
There are no rules or regulations that 
guarantee a steady income in the 
cinema industry. There is not even 
the assurance of a1 minimum wage. 

In Government service, if a person 
qualifies as an IAS officer, he is as- 
sured of a steady job and a regular 
salary, and he has the security of 
assured employment until the aee of 
retirement after which he. ls entitled 
to receive a pension and    provident 

fund upon retirement.   He has some- 
thing to fall back upon. 

In the cinema industry there are no 
guarantees or safeguards for any- 
thing. Out of the thousands of eager 
aspirants to stardom, how many are 
really successful? How many reach 
the top income bracket? Only a 
handful. And even in these cases 
there is no guarantee as to how long 
the period of success will last. Every- 
thing depends on that most elusive 
and unrealiable factor called luck. 

A very few persons may continue 
to earn for a long period. But in 
many cases the earning span of a 
film artiste may be limited to just two 
years or three years. Their income- 
depends on their popularity with the 
masses, and popularity is a very ep- 
hemeral, transient thing. It js here 
today, gone tomorrow. No one can 
predict how or when this may hap- 
pen, 

There have been several cases of 
cinema stars who faded out after just 
one or two years of success. It should 
be borne in mind that the income 
such a person manages to earn with- 
in the short span of those two years, 
has to last him or her for the rest of 
his or her life-time. Most of these 
persons are not qualified to enter any 
other kind of service. They have no 
other means of earning a livelihood. 

When cinema artistes lose their 
popularity and grow old, nobody 
comes forward to support them. The 
Government of India which squeezes 
the life-blood out of such artlstes in 
their hey-day, does not come to their 
rescue in their old age, or when they 
fall upon hard times, after their earn- 
ing span is over. 

Many of the senior Members in this 
House who have seen Hindi films in 
their youth, wiH certainly remember 
the famous dancer Cuckoo, who was 
a rage.in the early days of the Indian 
talkies. Cuckoo was the highest paid 
actress of her time. In those days, 
when even the topmost actress was 
paid Rs. 2,500 for playing the female 
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:ad in an entire   film, Cuckoo   was 
>afd Rs. 10,000 just for a single dance 
equence in a film. 
But all  too soon her glory    faded. 
\udience tastes changed.   Fresh   new 
'aces arrived en the scene, and inevit- 
ibly, after a brief spell of dizzy suc- 
cess,  Cuckoo was consigned to obli- 
vion. 

Her last years were truly miserable. 
She lived In a dismal one-room 
apartment; which wag really only a 
shed, a hovel, in one of the slum areas 
of Bombay. She was reduced to ab- 
solute penury. She literally had to 
starve. In addition to all this suf- 
fering, she was stricken by cancer. 
Her sufferings exceeded all descrip- 
tions. 

In her last days, it was Mr. Sunil 
Dutt and the late Mrs. Nargis Dutt, 
who was an Hon'ble Member of this 
House, who discovered Cuckoo's pa- 
thetic condition. The Dutts nad her 
admitted in hospital and paid for her 
medical treatment, but it was too late. 
Just a few years ago, Cuckoo' died, 
lonely, forgotten, unwept, unhonour- 
ed and unsung. There was no one 
to even claim the body or arrange for 
the funeral. 

I can give you many more such ex- 
amples, some of which I have seen with 
my own eyes... (Time bell rings). I 
myself, during my tenure in films 
saw the sudden rise and fall of many 
film personalities. I also saw how 
they were hounded and harassed by 
the Income-tax authorities during 
their all too brief spell of success, 
and even long after they had ceased 
to earn any income. 

MR. DEPUTY CHAIRMAN: Please 
conclude. 

MISS JAYALALITHA: But I do not 
want to take the valuable time of 
the House by narrating any more 
such details. I thi"k the example of 
Cuckoo will suffice to make my point. 

It is a myth that black money is 
hoarded only by those in the cinema 
industrv. Black money is generated 
and circulated not bv a handful of 
actors or actresses—but by wealthy 
capitalists and smugglers. 

Many well-known, notorious smug- 
glers openly declare how much money 
they have given to which political 
parties and which politicians. There 
are politicians who, in public touch 
the feet of smugglers and pay obei- 
sance to them. Why do they do it? 
Because they need money for elec- 
tions. Smugglers have the money, 
and they are willing to donate libe- 
rally to politicians in exchange for 
favours. The money provided by 
smugglers t0 finance elections is black 
money. . 

Therefore, if the evil of black 
money is t0 be rooted out, one of 
the important steps towards the 
achievement of this goal is to enact 
the necessary legislation whereby the 
entire election expenses will be borne 
I by the Government through the Elec- 
tion Commission. 

With these words, I support the 
Bill, but with the few reservations I 
have mentioned.    Thank you. 

SHRI   M.  S.    GURUPADASWAMY 
(Karnataka):   Mr. Deputy Chairman. 
there is a humorous saying that    in 
the   world   nothing  is  certain  except 
death and taxes.    You know a very 
historical anecdote,   about   a   famous 
Chancellor of the Exchequer in Eng- 
land, Mr. Gladstone, in the late nine- 
teenth century.   He was the Chancel- 
lor of the Exchequer and was intro- 
ducing his first Budget.    He had in- 
creased   both   the   direct   taxes     and 
indirect  taxes very much.     Then    a 
member  from   the   Opposition   asked 
him*. "Will the Chancellor of the Ex- 
chequer make a choice between   the 
direct   taxes   and   indirect   taxs    and 
avoid taking both for taxation hike?" 
He said in reply:   "To me both the 
direct  taxes   and   indirect  taxec    are 
like twin charming sisters''.    "I   like 
them both and    I love    them    both. 
Though under the law it is wrong to 
love more than one woman, in    this 
case I am tempted to love both    of 
them,   because   they are  very  much 
lovable and charming.    So. T   am im- 
posing   both the taxes.   I treat both 
the  taxe.,  uniformly     and  equally." 
This was his reply. 
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In India, Sir, we have been taxing 
and taxing for years and we havee 
outlined the objectives of our tax po- 
licy in the past. We have been re- 
peating them off and on. One of the 
purposes is to mobilise resources and 
that is obvious. Tlie second purpose 
is to bring about egalitarianism in our 
society and to avoid disparities in 
income and wealth. The third pur- 
pose is to bring about tax stabiliza- 
tion, that is, economic stabilization in 
the society through taxation. Sir, we 
are committed to all these ideals and 
objectives from the very beginning 
though, in practice, we have given up 
the ega^tarian principle, and we have 
accepted more and more the first 
principle which I enunciated, that js, 
mobilisation of resources for the ad- 
ministration. Since we are a develop- 
ing society, our whole approach to 
taxation has got to be development- 
oriented. I agree. But, in this pro- 
cess, we should not give up our egali- 
tarian principle. But, during the last 
three decades of our planning and 
development, disparities in wealth 
and income have been increasing 
alarmingly. This will not disturb me 
at all even though it is a very dis- 
tressing feature. What disturbs me 
most is the distortion that has been 
taking place in our economv during 
all the«e years, distortion because of 
misaoolication and misdirection of 
funds on the one side and tax eva- 
sion on a large scale on the other. 
Incidentally, the encouragement of 
the parallel economy the black m9ney 
economv. in the countrv is also to 
be mentioned. This, as I have point- 
ed many time* in the past in this 
House, has dislocated, disturbed and 
distorted our economic system. 

Now, Sir, let us look at the tax 
system itself What does it gay? In 
the vear 1950-51, we realised about 
Rs. 175 crores frTn direct taxes. That 
was the beginning of the Plan period, 
and we have travelled long since 
then. Now, Sir, we have realised Rs. 
4,830 crores out of direct taxes as on 

today. And what is the compositior 
of these direct taxes? Let us analyst 
them. 

The main components of the direel 
taxes are Income Tax and Corporation 
Tax. These are the two main things. 
Sir, Income Tax and Corporation 
Tax collections amounted to Rs. 
4,130 crores in the year 1982-83, a 
rise of 10 per cent compared to the 
previous year. Collections made from 
Estate Duty in that year amounted to 
Rs. 21 crores. There was only a mar- 
ginal increase of one crore of rupees 
over the previous year. Wealth Tax 
collections amounted to about Rs. 93 
crores and collections through Gift 
Tax amounted to Rs. 8 crores. You 
wiH also see that the tax administra- 
tion has grown enormously and the 
justification for this was that various 
taxes have got to be collected and 
the workload has increased and, 
therefore, the tax structure has. got 
to be enlarged. I feel that this is a 
very fallacious reasoning, looking at 
the composition of the direct taxes, 
and the structure of the direct taxes. 
The weakest link in the direct tax 
structure is the Gift Tax. I- am one 
who would like to avoid or abolish 
disparities in income through taxa- 
> tion as far as possible. But the Gift 
Tax to my mind is a very weak link 
in the whole chain. The income out 
of this is very marginal and meagre 
and it is only eight crores of rupees 
annually! I would like my friend, Shri 
Krishna, to look into this matter and 
see whether we can do away with the 
Gift Tax since the income from Gift 
Tax is very vwy small: and. to that 
extent you will be saving the ad- 
ministrative expenditure. I do not 
want to go into the details of Wealth 
Tax because, to me. it is too much 
of a comolicated matter and I do not 
dare at this stage to suggest abolition 
of Wealth Tax. But I would only 
point out that the Wealth Tax return 
ic also stationary and it is round 
about Rs. 93 crores and it has not 
varied either. 

Sir, the ratio  of tax revenue    to 
the national income has reached the 
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figure of 18.5 per cent in 1980-81 ai 
against 13.8 per cent,   10.2   per cent 
and 7.4 per cent in 1970-71, in 1960-61 
and   in   1950-51  respectively.   As on 
today,  this has  remained  stationary, 
that is, the ratio of tax revenue to 
the national income  remains  at  the 
same level more or less, that is, 18.5 
or 19 per cent.     I think it appears 
that from 1976-77 onwards this ratio 
has not changed  at  all very much. 
Therefore, I would like "to suggest to 
my friend     that  this  aspect  of the 
matter has got to be looked into and 
he   has   to   find out why this ratio 
has remained  stagnant  and there  is 
no variation at all    since    the    year 
1976-77, i.e. for the last five   or   six 
years.     AU this     again  calls for a 
thorough overhaul of the tax system. 
The whole thing has to be examined. 
I listened to the suggestion made by 
my friend that this legislation is only 
a partial measure and only very sim- 
ple amendments have been introduc- 
ed now because of lack of time and 
that a    more   comprehensive legisla- 
tion would be brought forward     in 
the near future. But I would say that 
a thorough overhaul of the entire tax 
system is imperative, i$ urgent,  and 
it does not brook any delay. Already 
we have     delayed it     and out tax 
structure has  become  outworn,     has 
become rotten, if I may say so, and 
the  procedures     have  become  very 
tardy.    And the effort of my friend 
is to reform this system to a certain 
extent,  to  streamline  it,  t0  stabilise 
it and simplify it.   To that extent I 
welcome it. But I would like him to 
go into the whole tax structure. And 
in this  context,  may I suggest  that 
frequent changes in the tax   system 
are not good either. Every year peo- 
ple have    got   to   wait anxiously to 
know what will be the new taxes in- 
troduced ky the Finance Minister on 
the eve of every Budget.   I think that 
when we have adopted planned eco- 
nomy,  it  is  expected  of us *to  have 
a most durable tax system  at least 
for a period of five years with mar- 
ginal changes each year, then neees- 
sary     Budget is meant for that, i.e. 
in>?R -RS _____ 4. "*    "* 
fjft 

to apply the correctiveg and margi- 
nal changes.    Therefore, my sugges- 
tion would be to have a larger per- 
spective on tax and taxation policies. 
The main emphasis should be     the 
stabilisation of taxes and to    bring 
about also the socio-economic objec- 
tives that have been left out from tho 
purview in all these decades, whether 
we   can   apply   fiscal  instrument to 
bring about a certain amount of so- 
cial justice, in  an otherwise egalita- 
rian and unequal society as ours. 

Sir, the ratio of direct taxes and 
indirect taxes also requires to ba 
reviewed. I know Mr. Krishna. He 
is a very valued friend of mine. I 
alway3 like him. He said in the other 
House that the base 0f indirect taxes 
ia increasing, is enlarging whereas 
the . base—he has said that by impli- 
cation—of direct taxes is rather shrin- 
king, it is not enlarging to that ex- 
tent; it is not very elastic because of 
changes in the economy.. I think it 
is a very erroneous approach. (Time 
Bell riiigs). .. 

I do no want to go into the ground 
which has been traversed by others 
because of lack of time.   If you have 
a perspective and a proper and effec- 
tive approach about   direct taxation, 
you   can   mobilise   more   resources 
through direct taxation.   While saying 
so, without sounding contradictory, I 
say some of the things that he has 
introduced in this legislation require 
a little modification.    The poor man 
does not pay the tax at all.   The rich 
man avoids.   The only class of entre- 
preneurs in this country, which is a 
success, is that class which has been 
avoiding  taxes  on the one  side  and 
the class which can evade tax on the 
other side.    Those who do not come 
under the tax system become a success 
in business or those who have avoided 
taxes become  a  success.      We have 
created over a period of time a class 
which   is   parasitical.    Such   of    the 
entrepreneurs who have got access to 
politicians or access to administrators 
are a success in business, and those 
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who have no access to this class of 
people have not been able to come up 
in business or industry. This is a 
parasitical group. We have encourag- 
ed them and we have given them more 
and more help thereby we have creat- 
ed a parasitical economy in this coun- 
try. To a certain extent, I accept the 
growth entrepreneurial spirit. But 
this is not the right kind of spirit 
which I approve wholly. The tax sys- 
tem is very crucial and it should be 
an instrument to bring about necessary 
socio-economic changes and this has 
got to be accepted as a maximum. 

Lastly, I would say one thing about 
the exemption given to the sale of a 
house and the limit of Rs. 2 lakhs 
which he has fixed and which allows 
an exemption from payment of capi- 
tal gains tax. All of us are aware 
that now-a-day even a small house 
costg about RS. 3 lakhs. I do not 
know who has fixed this limit of Rs. 2 
lakhs, which Administrator has advis- 
ed the Minister to fix this limit of Rs. 2 
lakhs including land. Even in a small 
city, a middle-class family requires 
about 10 to 12 squares of build-up 
area. Including the land, it will be 
nearabout 3 or 3J lakh rupees. 
May I ask the hon. Minister to look 
into this ceiling of Rs. 2 lakhs? It is 
too small and it has not to be in- 
creased to Rs. 3 lakhs. 

Finally, while I welcome some of 
the changes he has introduced in this 
Bill, very soon I expect that there has 
got to be a thorough overhaul of the 
tax system and the recommendations 
made by the various committees have 
got to be considered in all seriousness. 
The tax laws have got to be simpli- 
fied and streamlined further so that 
the innocent people are not harassed. 

But I forgot to mention earlier one 
thing.    The  Minister     should  think 

now, in the next Budget at least, to 
-raise the exemption limit of Rs. 15000 

on individual assessees. I think it is 
too inadequate and it should be raised 
to Rs. 25000/-. He should straighten 
up the tax administration to mobilise 
resources from big companies, big 
people and bigger tax payers. 'With 
these words, I thank you. 
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MISS JAYALALITHA; Sir, on a 
point of order. The hon. Member 
should not make remarks about a 
.field of work, of which he knows 
nothing. It is absolutely wrong to say 
that people in the film industry work 
for only two hours or four hours. 
What does the hon. Member know? 
I have worked for 16 years in the film 
industry. I have worked for 24 hours, 
round the clock, six shifts a day. So, 
he should not pass such remarks. We 
have worked under the hot sun with 
bare feet on blazing rock. We worked 
in rains. Our work is no less easier 
than that of any labourer who pulls 
carts, lays bricks and break stones. 
He should not pass a remark about a 
field of work, of which he knows 
nothing. 
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SHRI JASWANT SlNGH (Rajas- 
than): Mr. Deputy Chairman, Sir, my 
first objection to this particular mea- 
sure which is called 'the Taxation 
Laws (Amendment) Bill, 1984', is 
about the time that has been given to 
us for study of this particular docu- 
ment. We received it on the 21st of 
August.    It has 105 pages of turgid 

taxation      prose,      incomprehensible 
clauses and sub-clauses, and I do not 
think any Member has been able to 
go through it in its entirety inclusive 
of the Minister himself.   Secondly, I 
raise  objection  to  what  the  Hon'ble 
Minister has said about the whole pur- 
pose behind this measure being to sim- 
plify, to rationalise, to avoid multiple 
litigation, etc.   I very much appreciate 
simplification     and  would  go  along 
with the Minister,    but I find    the 
whole effect of this particular measure 
which the  Minister has brought    to 
this House as confusing.    If it were 
not confusing hon. Members like Mr. 
Ramanand Yadav and Mr. Ram Bhagat 
Paswan who preceded me would   not 
have    talked    about . social    justice, 
uplifting the poor, etc. We are talking 
about taxation amendments.   Now, if 
it is the question of uplifting of the 
poor where  does direct taxes  come 
into it? Would the Hon'ble Minister, 
therefore,  be  pleased  to  explain  to 
me why direct taxes at all?    Is it to 
level down society? And if it is   to 
level  down society then  in the  last 
37 years of independence, that we have 
had direct taxes it that has not work- 
ed,—and if it has not worked then the 
social function of taxation    has not 
worked and the whole thesis of equa- 
lisation by taxation comes to a stand- 
still.   What is the other purpose?   Is 
it revenue raising?   Honourable Mem- 
ber, Mr. Gurupadaswamy, who prece- 
ded me talked about contribution of 
the direct taxes t« the total national 
exchequer.    Now, I don't   want   ito 
repeat those figures.    I have    often 
said in this House that the contribution 
of direct taxes to national revenue is 
minimal.   It does not correspond even 
with the administrative costs that go 
towards it.   But what is more impor- 
tant to me, Sir, is that in the process 
of doing so,—what we end up doing 
for the nation    is to have to pay a 
very high moral cost.    The cost of 
direct taxes to the nation in the 37 
years of the existence  of    taxation 
laws have been immense.   Had they 
J    not been immense, we would not be 
constantly taking about   blacmarket- 

ing, scourge of black money etc. etc. 
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I do not want to go any more into 
that. 

Sir, the Hon'ble Minister has said 
that he has brought this measure to 
this House because of requirements of 
simplification. Now, I find that un- 
satisfactory because in the very next 
sentence the Minister said that they 
were contemplating more comprehen- 
sive laws and because of lack of time 
they have not gone into it. Rather than 
delaying legislation, they come by 
their own admission with a half-baked 
measure—it is a half baked measure ___ 

because the argument suggesting that 
there was not sufficient time to go in 
for a fuller measure, a more compre- 
hensive taxation amendment law,- 
means what we have is inadequate. 
Therefore, they have come in what- 
ever time that was available. This is 
a very feeble argument and precisely 
because the argument is feeble,— 
reasoning is feeble, therefore we end 
up having an incomprehensive and 
.confusing law. 

Sir, my next objection to this parti- 
cular amendment Bill is the aspect of 
retrospective legislation. There are 
two aspects of retrospective legisla- 
tion. Sir, retrospective amendments 
in tax legislation, tax laws, of course, 
add a great deal to the administrative 
work of the revenue authorities and 
the tax department. To my mind 
they do not yield any significant ad- 
vantage nor is there any need for me 
to elaborate these administrative as- 
pects and provisions which affects 
smaller assessee. If they are amend- 
ed with retrospective effect, and the 
period of retrospectivity running from 
8—10 years, then it creates problems 
of revising, rectifying, callecting tax 
records in respect of completed tax 
assessment and so, quite outside of 
the principle of it, one bas serious 
objection about retrospective legisla- 
tion of any kind on purely administra- 
tive grounds. When the Government 
apply such retrospective legislation to 
tax laws, they create endless diffi- 
culties wir fcther it is smaller assessees 

or big assessees. In this case, retros- 
pective legislation, in theory is, sup- 
posed to benefit smaller assessees. I 
have serious doubts about that The 
retrospectivity that is running for 
8—10 years, I doubt, whether even 
those records will be readily avail- 
able. In spite of simplifying there 
are going to be litigations. My second 
objection to this aspect of retrospecti- 
vity is that certain changes have been 
made as far as investment is concern- 
ed. Small investors who have taken 
the legal existence of partnership 
firms and gone and invested their 
funds in them are now informed thai 
retrospectively all that is illegal. This 
is a very damaging measure because 
they have gone into approved firms 
with the understanding that the allo- 
cation of income is done among the 
partners and the benefit of deduction 
from the share of income from this 
investment is available to the part- 
ners. They organise their investments 
in the best manner that they can, in 
accordance with the law of the land. 
And now the Government comes and 
tells them, 'No, that was all wrong. 
We are now going to change the law 
retrospectively." This will hit an end- 
less number of small investors. And 
it is not a question of social legisla- 
tion. It is something which goes ab- 
solutely counter to your own claim 
of simplification. 

Another serious objection that I 
have is with regard to section 54. And 
because you give it to us on the 21st 
of August and we sit here daily till 
10 o'clock at night, I admit I have not 
read all of it. And whatever little I 
have read is what I am able to com- 
ment on. Section 54 is most ques- 
tionable. It talks about what can be 
done after a raid, after search and 
seizure measure has been adopted. If 
my understanding is correct—I would 
like the hon. Minister to clarify it— 
then that is tantamount not to simpli- 
ficaion but to criminalisaion of law. 
Let me tell you why. Suppose I were 
subjected to search and seizure—I 
hope I wan't ever be so subjected; 
but assume for a moment, I was eub- 



117 The Taxation Laws       [27 AUG. 1984]       (Amdt.) Bill, 1984        118 

jected—then within 15 days of my 
being subjected to the tyranny of 
search and seizure, I could come for- 
ward and say, "whatever you have" 
searched, whatever you have found, 
I now voluntarily disclose." Now 
please conceive the sheer ill logic of 
it. You have conducted a search and 
seizure and 15 days after that search 
and seizure, I come forward and dis- 
close voluntarily. Where is the volun- 
tary aspect in that? Whatever you 
have searched and seized, I now come 
forward and voluntarily declare. If I 
do so, then all of it would be assumed 
to have been voluntarily declared. 
Now this is an unbelievable piece of 
legislation being brought to Parlia- 
ment under the guise of simplification. 
It is not simplification; it is criminali- 
sation. 

I understand the limitation of time 
and, therefore, I am rushing. I will go 
on to my next observation, that is, 
on interest-free loans. There is a 
provision made here about it. I do 
not want to go into all the details of 
it. I hope the Minister will under- 
stand what I am talking about. It is 
clause 7, sub-clause (vi), amendment 
of section 17. You are saying that if 
there is a difference, then that inte- 
rest which is being charged, paid, etc. 
by Government agencies, is going to 
be the rate of interest that will be 
taken into account. Why don't 
you announce the interest? Why 
do you put it in such a fashion 
that whatever the Government pays 
will be the interest rate? Make it sim- 
pler. Why don't you announce a 
monthly rate? The Reserve Bank in 
any case comes out with it. If a 
private firm wishes to give at a 
lower rate of interest, automatically 
it will have to pay tax on the basis 
of the announced rate of interest. 

Then there is a figure given here, 
Rs. 18,000. Certain exemptions are 
provided. I would make an appeal to 
the hon. Minister. An ordinary two- 
wheeler scooter in the black market 
today costs about Rs. 11,000. So I do 
not know what benefit you are giving 
by putting it at    Rs. 18,000.    And if 

you want to invest in Birlaji's won- 
derful automobile, you have to pay 
near about Rs. 1 Iakh. 

My next objection is about capital 
gains. I just do not understand the 
reasoning behind it. I have necessa- 
rily to rush my points. 1 hope the 
hon. Minister wiH understand. The 
yardstick is placed at 8 years. I am 
unable to understand why eight years. 
The Choksi Committee, when it went 
into this whole thing, related it to 
long-term capital gains and talked of 
five years. Long-term capital gains 
itself is three years. If you add up . 
the the Choksi Committee recommen- 
dation and the long-term capital 
gains, then you come to eight years. 
What is the principle behind eight 
years? When in your law books, in 
your own statute books long-term ca- 
pital gains is three years and the 
Choksi Committee recommendation 
was five years, where has the eight 
years come from? 

Now I will go on to my next point. 
Certain amendments have been given 
retrospective effect. I have already 
spoken about retrospective effect. In 
cases where it is appropriate that the 
Government should decide to with- 
draw the references to the High 
Court, etc., will the Government do 
it then? To go along with the logic 
of your own amendment, will you 
withdraw the references to the High 
Courts. Tribunals, etc., wherever those 
now stand? There was a suggestion 
in the Minister's statement that mul- 
tiple litigation, lateral litigation, 
should be avoided—Chapter .XIVA 
Clause 31. I put it to the Minister, 
through you, Mr. Deputy Chairman, 
that you have made a provision 
whereby if a point of law is estab- 
lished by the Supreme Court or by 
the Tribunal or at whatever stage 
it is, then that point of law will 
apply to all pending cases- in that 
assessee's case. Now, an automatic 
simplification, a reasonable simplifica- 
tion, would suggest that you apply 
that point of law in the case of other 
assessees also where a similar point 
of law is involved. Would you do 
that?    Why don't you do that? Why 
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only in regard to that one assessee? 
If you really want to reduce litiga- 
tion, apply that point of law which is 
similar in other cases also. It should 
apply to all them. Will you, there- 
fore5 even if you don't accept my 
suggestion adopt it only in the case of 
one assessee, withdraw the de- 
mand so created? Because of mul- 
tiple litigation now you see -that a 
certain point of law has been estab- 
lished, therefore, will it apply in all 
pending years? Will you, therefore, 
automatically withdraw the demand? 

Then, I have already spoken about 
rates of interest. I would like to 
mention one difficulty about rates of 
interest which I would like to briefly 
mention to the Minister. When an 
assessee receives, which is not yer 
often, but whenever an assessee re- 
ceives, anything from the revenue by 
way of interest, then it becomes the 
assessee's income. But when an asses- 
see, which is more often, has to pay 
anything to the revenue by way of 
interest, then, it is not expenditure. 
If you are really going to get a logi- 
cal development of a tax law, and its 
simplification, why do you treat what 
I get as income and not treat as ex- 
penditure what I pay to the revenue 
in the context of interest? 

I will go on to a drafting amend- 
ment and I submit to the Minister to 
seriously consider it. In the proposed 
sub-section (5) of Section 158A it 
deals with the procedure to be fol- 
lowed as a consequence of sub-section 
(4). Please don't get impressed by 
what I am doing; this is not my doing. 
I do have a tax lawyer and I did ask 
him his views about this law and it 
as after I had asked him that I at- 
tempted to make out my submission. 
One of the suggestions that I have 
received is that sub-section (4) as it 
stands should be numbered as clause 
(c) of sub-section (4) and sub-section 
(6) should be re-numbered as (5). 
This is a suggestion made because 
otherwise, the drafting as it obtains 
now, in the amendment Bill is going 
io lead to a lot of confusion, a lot of 
litigation.     Please examine    this,    it 

will at least improve the Bill which 
you have brought. Don't stand on 
any kind of prestige on this particular 
issue. I cojild perfectly understand 
and appreciate, when 105 tax laws 
have to be drafted, quite often people 
will make mistakes and it is not a 
matter of prestige at all. 

(Tivte  he'll rings.) 
I will be very brief now. Clause 

52 seeks to amend Section 288 of the 
Income-tax Act whereby income-tax 
officers, upon retirement, have been 
enabled to start practising. Well, fair 
enough. Why should not income-tax 
officers, after retirement, earn 
money? Though they earn quite a lot 
of money while in service. That is 
altogether different. When Judges 
retire> if they want to practise, there 
are certain conventions and norms. It 
is expected that they will not practise 
in the court where they were Judges. 
They will go elsewhere and practise. 
The Chief Justice is expected to prac- 
tise in Supreme Court. There are 
standard conventions. But there is no' 
such thing here in this Taxation Laws 
(Amendment) Gill. You have enabled 
the ITO to practise. I do not object 
to his practising. Everybody needs 
income; everybody wants a livelihood. 
Why don't you. put some rider and 
say that for at least two years they 
will not be able to practise from the 
station from where they retired as 
ITO or Tax Officer? If they want to 
practise soon after, they should go 
elsewhere and practise. This is only 
a reasonable precaution. 

I will conclude with some brief 
recommendations. If you do not sub- 
scribe to the theory that direct taxes 
are a social measure, as they fail to 
provide or contribute towards social 
equalisation, and if you accept that 
the contribution of direct taxes to the 
national exchequer is today not com- 
mensurate even with the administra- 
tive costs leave alone the moral costs 
you have to pay, then please consider 
very seriously, not right now, but at 
some stage subsequently that the up- 
per personal taxation rate will be 50 
per cent. 
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Secondly^ please exempt totally 
from the tyranny of ITOs all salaried 
employees of the Government. In any 
case it is the Government which is 
paying them. Why should they 
undergo this tyranny in respect of 
their minimum earning? Please con- 
sider exempting all salaried Govern- 
ment employees from the tyranny 
which is otherwise known as direct 
taxes in India. 

My other recommendation is what 
my colleague Mr. Gurupadaswamy has 
also said. I will echo his recommen- 
dation. Whatever laws you make par- 
ticularly dealing with individual in- 
come, make them stable. Announce 
that whatever you do will have a 
tenure of five years. Do not say that 
in respect of whatever investments 
we have made in the past, you will 
go on taxing retrospectvely. Stop 
talking that way. Please give up ret- 
rospective legislation. This is my 
other suggestion. 

My last and final suggestion is this. 
The Hon'ble Minister said about era- 
dicating tax evasion and tax avoid- 
ance. The two are different things. I 
hate to pay tax. I do not like paying 
tax. 1 will be very happy if I do not 
have to pay tax and I will do every- 
thing I can, legally t to pay as little 
tax as I can. Tax avoidance is part 
of my ingenuity. It is legitimate. 
When you link tax evasion to tax 
avoidance, you are imparting the 
same colour to avoidance, which is a 
legitimate activity. You have brought 
forward this law of 105 pages. I will 
use every ingenuity and I will try 
to do whatever I can to pay less 
and save my taxes in order to 
spend more money on my child- 
ren, my family, my leissure and 
my "books. Therefore, if you link 
tax avoidance with tax evasion 
you are creating a climate in the 
country as if those who legitimately 
try to pay least amount of tax to the 
revenue authorities are anti-national. 
That is not right. I appeal to you 
aiot to link the two. 

[The Vice-Chairman (Syed Rahmat 
Ali) in the Chair]  

I welcome this Bill with all the 
confusion in my mind because I do 
think that this measure has not sim- 
plified tax laws at all. 

 
Taxation is a part of our social, poli- 
tical and administrative culture and 
must be studied as a comprehensive 
whole. 
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"In tax Acts, one has to look at
merely at what is said clearly. 
There is no room for intendment. 
There is no equity about taxes. 
There is no presumption about 
taxes. Nothing is to be read in; no- 
thing is to be implied. Only one 
can work at the language clearly 
used." 
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in the administration of these Acts by 
the Department. Sir, I do not see 
any genius of our Finance Minister 
in this Bill. It appears to me, Sir, 
that proper mind has not been applied 
by the Government before bringing 
forward this Bill. 

Sir, I am not going to speak at the 
moment vegarding the taxation policy, 
or the aim of taxation, or from whom 
the taxes should be recovered or what 
should be the rate of taxes. These 
things can be discussed only when a 
comprehensive Bill has been brought 
forth. As such, I will restrict my 
comments on the various provisions 
of the Bill only. 

Sir, first of all, I would like to say 
that previously when a salaried em- 
ployee was getting money in lieu of 
his leave, this amount was not tax- 
able.    Now,   according  to  this    Bill, 
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employee whose income is less than 
Ks. 18,000, then also it will not be 
taken ag a perquisite. In the case of 
an employee -whose income is Rs. 
18,000, out of that Rs. 4,000 or Rs. 
5000 goes as standard deduction, then 
where is the benefit? I think that the 
hon. Minister will have to increase 
this amount of Rs. 18,000 t0 Rs. 24,000 
or Rs. 30000. Otherwise, there is no 
benefit at all. Secondly, Sir, when 
the property income is computed; 
then interest paid on the borrowed 
money for purposes of constructing 
the house, is deducted from the pro- 
perty income while computing this 
income. I would like to know whe- 
ther the perquisite in lieu of interest, 
will also be allowed as a deduction 
from the property income, because 
if it is not done, I think the Minister 
has not gone deeply into the matter; 
otherwise they would have seen that 
if the perquisite is taken as income 
then such interest would have been 
allowed by way of deduction from 
property income. I would request 
the Minister to consider it. The po- 
licy of the Government is to encou- 
rage house construction and that be- 
ing our objective, the salaried em- 
ployees will not be able to construct 
houses without such relief. Rather, I 
would requet the Government to con- 
sider giving interest-free loan to the 
employees for construction of houses 
so that at the time of retirement, they 
have a house to live in. 

This provision has been made effec- 
tive from 1978. And the employees 
will have to be taxed for these 5-6 
years, who otherwise cannot afford to 
pay taxes; now they will have to pay 
tax for these 5-6 years on the perqui- 
sites. I would request the Minister 
to reconsider it because this provision 
will be hitting the employees hard. 

As regards the good provisions of 
the Bill, I am happy that one good 
thing has been done by the Govern- 
ment. If the amount of advance tax 
payable is less than Rs. 1,500/-, the 
assessee may pay it voluntarily or 
may nut pay as advance tax.    It    is 

a very good provision because there 
are so many small assessees who have 
to pay penalties, and about 80 per 
'cent of tax which they have paid 
may not fall within that formula. I 
am happy that the Government has 
given this small relief. 

Another good feature of the Bill is 
with regard to late filing of the re- 
turn by a registered firm. At pre- 
sent if a registered firm files late 
return, in that case the interest pay- 
abie is computed as if it is URF un— 
registered firm, and penalty is levied 
on the tax so computed; the rate wiH 
be very high. Now they have come 
forward with a very good provision. 
There is going to be a great relief and 
the unnecessary hardship has been 
removed. 

About amendment to section 64(1), 
this piecemeal amendment will be of 
not much help. If you want to plug 
the revenue leakage, you have to 
take bold measures and they are: 
Family should be taken as a unit for 
assessment. Family means individual, 
wife and minor child. Same is the 
case with HUF. If that is done, then 
this dividing of income and giving 
lesser tax can be checked; otherwise 
this kind of a piecemeal and ineffec- 
tive amendment will not help. I want 
the Government to come forward with 
bold decisions to take the family as 
one unit. You have also not touched 
HUF. Last time, trust was touched 
but not the HUF. These are the areas 
where incomes are divided and I 
would like the Government to ponder 
over it. 

Sir, Mr. Gurupadaswamy said that 
gift tax should be removed. I would 
like to tell the hon. Member, suppose 
I give a gift of one lakh of rupees to 
my major son. On that Rs. 1 lakh I 
would have earned the interest of 
Rs. 15,000. If my son is not taxable, 
he will not be taxed. Otherwise, in 
my case, if my income is Rs. 30,000 
plus Rs. 15,000, I would have t0 lay 
additional tax of Rs. 8000. So, are 
you going to give such kind 0f con- 
cesssions to rich people? 
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Regarding capital gain, hon. Min- 
ister has come forward with a pro- 
posal that no capital gain will be pay- 
able if the consideration of sale of 
building is less than 2 lacs. In this 
connection, I would like to ask ona 
or two questions. You have brought 
forward this measure for middle-class 
and lower-middle class people. If the 
cost was Rs. 50,000, the net capital 
gain will be Rs. 1,50.000 if the sale 
price was Rs. 2 lacs. Out of this 35 
per cent will go and it will be about 
Rs. 1 Iakh and on that the tax will 
be Rs. 60,000. Why are you leaving 
this tax? For whom are you going 
to bring in this legislation? This con- 
cession should be given to those who 
have no taxable income in that year 
and in the four preceding years. 
Otherwise, they will show loss and 
get the benefit. Thus, the benefit will 
go to the rich people only. 

Then, Sir, I take strong objection 
tq delete clause 146 regarding re- 
opening of assessment at the instance 
of the assessee. By this you have 
taken away the right of the reopen- 
ing of assessment. As.you are aware, 
Sir, many of the assessments are pass- 
ed in the month of March, in the 2nd 
week of March or after 15th of March. 
It is done because if the assessment 
is not done it will be time-barred. 
That is why the Income-tax Officer 
gives only one notice. Whether you 
have received the notice or not, the 
Officer passes the order and sends 
ex-pirte order to you. When you ?o 
he says. I am sorry, I will reopen it. 
I would ask the hon. Minister to find 
out how many assessments are done 
in the month of March. This is done 
because the ease will otherwise be- 
come time barred. The Officer him- 
self knows 'hat he has done injustice. 
That is why he is prepared to reopen 
the case. Therefore, Sir, this is a 
very bad piece of legislation. The Gov- 
ernment does not understand the re- 
percussions of this. I would request 
the Minister to look into this and see 
that action is taken to bring in another 
amendment so that the provision is 
rp-tnred.       Time-barred     assessment 

are done on the last day by the offi- 
cers .without understanding its effects 
and the assessees are put to a lot of 
difficulties. You have to remove those 
difficulties. 

With these words I conclude. 

*SHRI M. KALYANASUNDARAM 
(Tamil Nadu): Mr. Vice-Chairman, I 
propose to speak on this Bill in my 
own language, namely Tamil. I am 
sure, there is an able interpreter who 
will translate my speech from Tamil 
to English. 

Sir, the hon. Finance Minister has 
placed before us the Taxation Laws 
(Amendment) Bill, which covers six 
revenue-yielding Acts and which has 
84 sections. He wants our consider- 
ed views on this Bill. At the very 
outset, I would like to know whether 
any Member cf this House has been 
able to read even cursorily all the 
sections of this Bill, understand them, 
analyse them as to what sections are 
acceptable and what sections are not 
good and give this House his clear- 
cut views en these provisions. If 
there is any such Member it will be 
my privilege to meet him. This Bill 
is an illustration of the Government's 
insidious attempt to undermine the 
authority of Parliament and to cir- 
cumvent the powers of Parliament. 
The Government think that any piece 
of legislation can be got passed be- 
cause they have the absolute majo- 
rity in this House. The strength of 
absolute majority has emboldened the 
Government to introduce this major 
and significant Bill at such a short 
notice. 

I contribute to the concept that 
the revenue of the Government should 
be augmented so that the schemes of 
welfare for the people can be imple- 
mented with verve and vigour. The 
financial position of the Government 
Should be stabilised and the eco- 
nomy    of   the    country    should   be 

•English translation of the origi- 
nal speech delivered in Tamil. 



135       The r«cation Laws     [ RAJYA SABHA. ]      (Amrit.) Bill, 1984       136 

[Shri M. Kaiyanasundaram] 
pepped up so that the standard of 
living of the people can be raised. 
With this objective in view, I would 
like to make my comments on this 
Bill. 

As many Members could not com- 
prehend the provisions of this Bill, 
they were constrained to comment on 
the economic policies of the Govern- 
ment. I would also 'dwell on that, 
since the economic content of the 
socialistic policies of this Government 
has been reduced to a mockery. When 
I see the slip-shod and haphazard 
manner in which the Government are 
implementing the so called socialistic 
policy, I am forced to say that pro- 
bably the Government want the peo- 
ple to reject the grand concept of 
socialism itself. You will agree with 
me, Sir, if I say that the dominance 
of black money is growing uncheck- 
ed. The black-marketeers, the smug- 
glers and the hoarders, who are the 
seed-bed -of black money, are running 
a parallel Government and a com- 
plementary economy. They wield 
more powers than the Government. 
They are distinguished members of 
this society of ours. They have not 
only intruded but also enticed politi- 
cal parties. They make and unmake 
political leaders. They are so strong 
as to make all the powers of the 
Government futile in containing black 
money generation and in curbing tax 
evasion. I do not think that the Gov- 
ernment are also very much bothered 
about this. No doubt the Ministers 
are pouring mid-night oil to com- 
plete their work. But they have be- 
come immuned to the basic necessi- 
ties of the common people of the coun- 
try and they are callous in the dis- 
charge of their duties to the people 
of the country. They are too busy 
elsewhere. The economy is being en- 
feebled. The penury is proliferating. 
The poverty is being perpetuated. 
The unemployment is gallopping. 
The tax evasion has become a refined 
trade. I begin to doubt whether the 
Government have got any determina- 

. ton to halt the generation of black 
money. Just before elections the 
people are given solemn assurances; 
they are fed with the slogans like 
"Poverty will be eradicated". But, 
after elections, the conditions become 
worse than then what they were dur- 
ing pre-election period. The prices of 
essential commodites soar sky-high. 
The wealth is allowed to concentrate 
in a few hands. 

My hon. friend Selvl Jayalalitha 
gave some figures. I do not wanl To 
be misconstrued if I say that they are 
known to the Government. But, un- 
fortunately, the. Government and the 
black-money generators have merged 
into one identity. This statement of 
mine cannot be controverted because 
one of them has a Member of this 
House also. Where is the redemption 
for this country when 70 crores of 
people are being ruled by this alliance 
of politicians, bureaucrats, smugglers, 
black-marketeers and hoarders? I do 
not hazard any guesses in giving my 
views. The Public Accounts Commit- 
tee of Parliamnt has pointed out that 
15000 people in this country own as- 
sets worth Rs. 10 lakhs and more; 
all others are owing assets less than 
this. Naturally socialism will he as 
elusive as an eel. What is the use 
of FERA, MRTP and a host of such 
laws? All these Acts are being defied 
and defiled with impunity. These 
people put their money in the banks 
in -Switzerland, Singapore, Hongkong 
and in other countries because they 
do not want their accounts to be di- 
vulged. They are in continuous 
search of such Banks which keep 
their accounts secret. The far- 
mers, the scientists and the 
intellectuals are being denied the 
fruits of their labour. Do you think 
. that this amending Bill is going to 
chock all this? No. The Government 
are extending all sorts of concessions 
to the rich people. Naturally the vest- 
ed interests are multiplying in geo- 
metrical proportion. The burden on 
labour, the burden on poor people is 
getting increased day by day, while 
the exploiters    and the suckers   of 
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society are being helped by the taxa- 
tion policy of. the Government. The 
Government are not only soft but also 
solicitious to those responsible for 
creating economic chaos. I would 
like to warn the Finance Minister 
that he is sitting on a Volcano. 

The Finance Minister is all-power- 
ful in the Government. The Finance 
Ministry in fact is super-Government. 
No Ministry can function effectively 
without the cooperation of the Fin- 
ance Ministry. But the Finance Min- 
istry is turning a blind-eye to the 
genuine demands of the Central Gov- 
ernment employees and the public 
sector workers through whom only 
the programmes of the Government 
can be implemented successfully. We 
cannot deny that they are the back- 
bone of the administration, in fact the 
marrow of Indian economy. I would 
cite an example of the neglect of Gov- 
ernment in regard to the Central 
Government employees. 

Each employee is entitled every 
year to 21 days of earned leave with 
pay. Instead of taking this leave, for 
every four years he is entitled to en- 
cash his leave. The employee wants 
to work for 365 days and he forgoes 
his leave just to earn Rs. IOO or Rs. 
200 more. He has this right to encash 
his leave. Similarly, he is entitled 
to overtime allowance also. The 
Government are well advised to rea- 
lise what will be the position if the 
employees do not want to encash 
leave and do not want to work be- 
yond 5 P.M. If 30 lakhs of Govern- 
ment employees and the public sec- 
tor workers take such a decision, you 
can imagine the damage that it will 
cause to the Indian economy. The 
Government have not increased the 
strength of staff to be in proportion 
with the increase in work. With lesser 
staff the Government are extracting 
work. That is why the Government 
are giving overtime allowance and 
other facilities like encashment of 
leave. The workers and the emplo- 
yees are showing this concession to 
the Government by working over- 
time and by foregoing their leave. 

The Government are not showing any 
undue concession to them. The Gov- 
ernment are not giving alms to them; 
it is their right. But, this is included 
in the income for tax purposes. Na- 
turally it will act as a disincentive 
for them to work hard. 

MR. VICE-CHAIRMAN (SHRI 
SYED RAHMAT ALI): Please con- 
clude. 

SHRI M.    KALYANASUNDARAM: 
I hope you are getting translation. 

MR. VICE-CHAIRMAN (SHRI 
SYED RAHMAT ALI): Yes, very 
well. 

SHRi R. MOHANARANGAM: When 
he speaks in Tamil he will take some 
more time. Kindly allow him to 
speak for 5 more minutes. 

SHRI M. KALYANASUNDARAM: 
I want to make a few suggestions1. 
While you adopt such an approach to 
the Government employees and the 
public sector workers, who cannot by 
any stretch of imagination evade 
taxes, it is really abominable that tlie 
Income-tax Department, st>me inge- 
nious Chartered Accountants and 
even some Judges, acting in collu- 
sion, show udue favours to tax dod- 
gers and tax evaders. Shakespeare 
wrote about justice seasoned with 
mercy for a good cause. Here, jus- 
tice seasoned with mercy is being 
done to blackmoney operators and 
generators. Thousands of crores of 
rupees, which are legitimately due to 
the Railways, the Ports, the public 
sector units and the Government are 
being misappropriated by those peo- 
ple by taking recourse to the stay 
orders of the Courts. If you calculate 
the total amount thus held up on 
account of such stay orders of the 
Courts, you will find that it will be 
equal to a year's revenue of both the 
Central and the State Governments. 
This is the administrative efficiency 
of the revenue earning departments 
of the Central Government. If some 
officer functions honestly ^ it becomes 
dangerous for him to continue in that 
post.   The  all-porvading  influence  of 
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black-money    holders    sway    every- 
where.     The Incometax Officers,  the 
Enforcement     Directorate    and     the 
Revenu     Intelligence,  who     conduct 
raids, are not able to release full de- 
tails, in spite of the fact that    they 
have all incriminating documents etc. 
Even such a list of seizure, is pre- 
pared in a casual way and the signa- 
ture is obtained.    Selvi    Jayalalitha 
was referring to the raids on cinema 
actors and actresses.    I have to   say 
this is a publicity gimmick. The Fin- 
ance  Minister  can  take pride   about 
his  Department's     vigorous     efforts. 
Some may be given promotion    also. 
All the same thousands of crores of 
rupees are allowed to go down    the 
drain     without  drastic  steps     being 
taken by the Government.    We    are 
crying hoarse here.   All that falls on 
the deaf ears of the Government.    I 
was  a Member of Lok  Sabha  for   9 
years and I am here in this House, 
for 4 years.    Before    that   I was a 
member    of    Tamil    Nadu    Assemb- 
ly   for    15   years.     A   major   por- 
tion   of   my   public life   has   been 
spent in trade union activities. That 
is why I am anguished at the alarm- 
ing state of affairs in our country. I 
am unable to tolerate the apathy of 
the  Central   Government  in     regard 
to  the   genuine  needs   of  employees, 
P & T employees,    Bank   employees, 
public sector workers etc.    I am in 
agony when I see the sympathy of the 
Government towards those who    rob 
banks through cheques, towards those 
who swindle the public     exchequer 
ulge in tax evasion. 

There is the judgment of Punjab 
and Haryana Hight Court that *the 
house-rent allowance of the Govern- 
ment employees should not be includ- 
ed in the income and it should be 
exempted. A similar judgment has 
also been given by a Tribunal in Ban- 
galore. Yet the Government is dis- 
regarding these judgments. Why 
should not the Government provide 
houses to all the Government emp- 
loyees and save this house rent allow- 
ance?   Only 10 per cent of the emp- 

loyees have got aceommodaiton. The 
house-owners are fleecing these hap 
less people. They are charging fancy 
rents. Yet the Government does no* 
want to exempt the house rent allow- 
ance from taxable income. Similarly, 
a few of the Government employees 
take loans from the Government and 
build their houses^ facing bravely all 
hardships like scarcity of building 
materials and their soaring prices. In 
their case also the house rent allow- 
ance given to them is subjected to 
tax. I had written a letter to the 
Finance Minister, Shri Pranab Mu- 
kherjee about this. would read out 
his reply for the benefit of the House. 
The reply I got is: 

"I have got the matter axamined 
The decision of the Punjab and 
Haryana High Court in the case of 
Justice S.C. Mittal that the house 
rent allowance received by an emp- 
loyee who owns a house and resides 
in it is not taxable, has not been 
accepted by the Government.... 
(this is the judgement of the High 
Court)............ and the matter is pend- 
ing before the Supreme Court. 
Therefore, it is not possible for the 
Government to accept your sugges- 
tion that in such cases the allow- 
ance should be exempt from tax." 
What is your Legal Department 
doing, Mr. Shiv Shankar? You see 
indignity being heaped upto the High 
Court. 

SHRI S. M. KRISHNA: The Sup- 
reme Court. 

SHRI M. KALYANASUNDARAM: I 
know. In how many cases have you 
gone in appeal against dodgers of tax? 
Tn how many cases the Customs De- 
partment has gone in appeal against 
those who have evaded the customs 
duty and brought smuggled goods into 
our country? Tell me. And even if 
they £0 in appeal, how do your law- 
yers behave? They are powerless 
before the money power of such peo- 
ple. 
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THE MINISTER OF ENERGY 
(SHRI SHIV SHANKAR): I have left 
the Law Ministry 2-1/2 years back. 

SHRI M. KALYANASUNDARAM: 
Sir, in the case of poor employees 
the Government is going to the Sup- 
reme Court. How do you inspire the 
confidence in the minds of nearly 30 
lakhs of Central Government emp- 
loyees and public sector workers that 
you will be sympathetic to them? The 
Government has not paid the emp- 
loyees bonus yet. They have amend- 
ed the act for the bank employees. 
They have announced bonus for the 
railway employees for 32 days. For 
Posts and Telegraphs and Defence 
Departments the Government have 
not yet announced. So these are all 
problems and let them find some time 
to consider these problems Instead of 
thinking about Andhra Pradesh. Let 
them think about the welfare of the 
people. If the Government thinks 
about the interest of the people, they 
will protect this, country and the poli- 
tics of this country. So don't ignore 
the people. That is what I wanted to 
suggest at this time. 

THE VICE-CHAIRMAN (SHRI 
SYED RAHMAT ALI): Mr. Ramesh- 
war Thakur. 

SHRI RAMESHWAR THAKUR: 
Mr. Vice-Chairman, Sir, I commend 
the Bill because its main objectives 
are laudable i.e., streamlinging of the 
procedures in the interests of better 
work management, to avoid inconve- 
niences to tax-payers and reduce liti- 
gation in which number of examples 
have been mentioned. I do not want 
to go into all that. We have provision 
for avoiding appeals year after year 
and also accepting the High Court 
decisions as final and so on. This has 
also provided for speedy collection of 
revenue. The Government have also 
given exemption to the persons who 
are paying advance tax upto Rs. 15000. 
The Government have also exempted 
capital gains for consideration up to 
Rs. 2 lakhs. It has also provided for 
reducing the infructuous work. Now 
."assessees    whose income is upto Rs. 

24,000 only need not file their returns. 
These are all commendable objectives. 
One senior hon. Member was pleased 
to observe that was there any Mem- 
. ber in the House who could explain 
clause by clause all the 84 clauses of 
this Bill. Sir, with due respect I 
would like to say that I am prepared 
to explain him. I have got number of 
notes on all the 4 clauses. With your 
permission, I am prepared to explain 
about all the clauses. Sir, if there 
is no time in this House, I place my 
services at the disposal of the hon. 
Member at his convenience and at hia 
place and will explain all clauses and 
their implications without any cost 
and obligation. 

Sir, there were two complaints about 
the Bill. One was that there was not 
enough time to go through the Bill. 
The second one was which my own 
hon. friend said the Bill was not com- 
prehensive. Sir, I would like to say 
that the Bill is very comprehensive. 
However the basic issues have not 
been taken into consideration which 
were recommended by the Jha Com- 
mission and the Choksy Committee. 
Now, Sir, I would not like to repeat 
the suggestions that have already been 
made here. If you permit, I will 
touch some of them briefly. Sir, I 
am one with Member who had ex- 
pressed the view that there are some 
deficiencies in the Bill. One is with 
regard to the Settlement Commission. 
 There are two or three clauses which 
are basic. Clauses 41 and 62 require 
payment of income-tax, wealth tax 
on the basis of application made. But 
it is not clear, if the application is 
rejected, even then that tax has to be 
paid. Therefore, I would request the 
Hon'ble Minister to clarify or include 
in the Bill that this tax would be 
payable only when their application 
is accepted. The second point is also 
with regard to the Settlement Com- 
mission. When applications are made 
to it, they are made with the basic 
facts and when the application is ac- 
cented, then only detailed facts are 
submitted.   It is not that the detailed 
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facts should be submitted at the very 
beginning.    We can    appreciate that 
when detailed  facts  are  there, , tax 
would have to be paid.   That position 
is acceptable.   But when the detailed 
facts are submitted, even then    the 
matter should be referred to the Com- 
missioner of Income-tax for his objec- 
tions—that is    not      understandable. 
There will be practical difficulties and 
the efficacy of the Settlement Com- 
mission would be minimised.    If the 
detailed facts are there and when we 
have got such eminent persons of the 
rank of a Member of the Board of Di- 
rect Taxes, it should be left to theinto 
judge it on merits.   When the detailed 
examination is made at that time the 
Commissioner should be given an op- 
portunity to explain and object in re- 
gard to any of the matters    which 
have been brought to the notice of the 
Settlement Commission by the appli- 
cant. 

The third point is, I also could not 
understand if the idea is that within 
15 days of the seizure, if a full dis- 
closure is made, then no penalty is 
required to be levied. I agree that 
■we need simpler laws and we should 
give encouragement to people for 
voluntary disclosure, but I do not 
understand whether the idea is to 
have a permanent disclosure scheme. 
If on the merits of the case, penalty 
is to be levied, it should be levied and 
if it is not to be levied, it should not 
be levied. But I do not understand 
this blanket, open thing. Even in the 
Settlement Commission where a 
penalty is to be levied, it is levied and 
where a penalty is not to be levied, it 
is exempted. So it should be done on 
merits. 

Then this period of four months 
when an applicant should not go to 
the Settlement Commission has some 
meaning in it. But the question is that 
sometimes after seizure, for years to- 
gether the cases remain pending with- 
out being settled. That creates prob- 
lems. So even this period of four 
months is a slightly longer period. But 

I leave it to the administration if they    
think it is necessary.  

Now, it has  been mentioned that " 
some of the provisions    have    been    
brought becausae of some decisions of     
the appellate authorities, including the     
Appellate     Tribunal     and the High    
Courts.   But I would like to draw the   I 
attention of the Minister to clause 52      
amending section 288.    According to      
the present law, an officer is not sup- 
posed to practice for at least two years 
after retirement.   It has a lot of sanc- 
tity behind it.    I do not know how 
this clause has come, whether in the 
name of rationalisation or something 
else.   This is one of the basic things. 
I hope the hon. Minister will give an 
assurance that this will not be mis- 
used.    Otherwise it has had a lot of 
sanctity all these years.   Suddenly it 
is being removed,   whether it will be 
in the interest of the efficacy and the 
good image of the Department itself— 
that is what I am concerned about 

Then there are certain other things. 
The rate of interest is being raised 
from 12 to 15 per cent. 

According to the report of the Com- 
ptroller and Auditor-General of India 
for 1982-83, which was submitted to • 
Parliament on the 3rd April, 1984, 85 
per cent of the gross collections comes 
by way of pre-assessments. Sixty per 
cent comes from the corporations and 
50 per cent of that comes from the 
public sector undertakings and the 
rest of it from the private sector con- 
cerns. Out of the total tax of Rs. 
4,138 crores in 1982-83, the tax deduct- 
ed at source was Rs. 970 crores and 
advance taxes came to Rs. 2,547 crores. 
Another 7 per cent was by way of tax 
collected on the basis of self-assess- 
ment; that was Rs. 296 crores. So the 
tax collected by regular assessment 
was> only Rs. 267 crores out of Rs. 
4,138 crores. Was it for this reason 
that the rate of interest should have 
been raised, when [the ba(sic bank 
rate is still 10 per cent? Of course, 
for lending for business purposes, it 
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is higher. This matter requires consi- 
deration. 

One thing which is very laudable is 
that now up to Rs. 24,000 income, it 
will not be neeessary to file a return. 
Now, Sir, one difficulty which we find 
here and which many hon. Members 
have also pointed out is that a large 
number of assessments are pending. 
This is surprising. Now out of a total 
of 45.47 lakh assessees in 1982-83, the 
number of assessments pending was 
24.87 lakhs. According to the latest 
calculation, 11.26 lakhs, that is 25 per 
cent, come below the taxation limit. 
Then 47 per cent are with incomes up 
to Rs. 25,000. So 72 per cent of the 
assessees will not be required to file 
returns. Then there is now a new 
scheme that up to an income of Rs. 
50,000, salaried income or income con- 
nected with business, the assessees 
have to file returns and their returns 
will be accepted as they are. If this 
scheme works, it will cover another 
20.5 per cent of the assessees. It 
means that in respect of 92.5 per cent 
of the assessees, the assessment should 
not take any time of the Department. 
As for the rest of the assessees, 6 per 
cent, that is, 2,68,000 have an income 
of Rs. 50,000 to Rs. 1 lakh. Only 
69,000 assessees or 1.5 per cent, have 
an income of Rs. 1 lakh to Rs. 5 lakhs 
and only 5,000 assessees with an in- 
come of Rs. 5 lakhs and above. So 
the Department will have a lot of 
time as only 7.1/2 per cent of the 
assessees are to be assessed in detail. 
They can concentrate their time on 
them and see that the arrears are re- 
moved. This is my request to the 
Hon'ble Minister. Even the appeals 
which were pending were 2,49,448. 
That should also be reduced. This is 
my request. Now, some suggestions 
have been made. The honourable 
Jayalalitha was good enough to men- 
tion about chartered accountants. I 
would only want to clarify, I am not 
criticising or replying to her. Com- 
pulsory audit by chartered accoun- 
tants is not primarily for the benefit 
of the chartered accountants. It is 
for the benefit of the revenue.   Very 

    big enterprises, very big businessmen 
working as proprietory    or    partner- 
   ship  concerns     are not    maintaining 
    proper books and were exempt from 
audit.   A company with Rs. 50,000 of 
income will have to be audited where- 
as a partnership with crores of rupees 
   of income will not be audited.    This 
    is the position.   This is what is sought 
to be corrected.   This audit is in the 
interests of revenue and it .brings an 
    onerous responsibility on the profes- 
sion.   This should be appreciated. 

Now I wish to make a few sugges- 
tions. Members have generally said 
that they are disappointed. When this 
Amendment Bill was brought people 
expected very highly. A lot of expec- 
tation was there from the Budget 
Speech of the Finance Minister that 
a comprehensive legislation would 
come. People had naturally a feeling 
that a comprehensive amendment 
bringing about basic changes would be 
brought. There are no basic changes 
in this Bill. They are only stream- 
lining the position; only small issues 
have been taken up. The tax laws 
have passed through commissipn* 
after commissions right from the Law 
Commission, Income-Tax Investiga- 
tion Commission Direct Taxes Inquiry 
Committee, Wanchoo Committee. 
Bhootalingam Committee, Choksi 
Committee and finally the Jha Com- 
mission. We have all the reports. In 
the light of the basic recommendations 
of these commissions and committees— 
and the recommendations of the latest 
Jha Commission which are so compre- 
hensive, these provisions should be 
given a serious consideration and a 
final decision should be taken. There 
should be a basic change in the struc- 
ture of the tax laws. Policy is one and 
giving it a shape and implementing it 
is quite another. You must consider 
these basic issues. You should consider 
what should be the incentive for sav- 
ing, what should foe the pattern of 
investment and what should be the 
policy in regard to the basic rate of 
taxation, what should be the policy in 

regard to the deemed income, what 
should be the    policy in regard    te 
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double taxation? All these issues re- 
quire deeper consideration. What 
should he the minimum exemption in 
the case of wealth tax, gift tax or 
estate duty.. (Time bell rings) I am 
not taking much time. There are 
many suggestions and recommenda- 
tions of the Jha Commission which 
are before the Government in respect 
of income tax, gift tax, wealth tax, 
and estate duty. All should be care- 
fully considered and thereafter a 
comprehensive Bill should be brought 
forward so that the tax laws are 
really simplified. 

Some Member said that people do 
not know how to All in a return. In 
this connection I want to say that Jha 
Commission had suggested a consoli- 
dated return form. 1+ is a single form 
for all types of assessees in respect of 
income tax, wealth tax and gift tax. 
It is understood to be before the De- 
partment for over nine months. I am 
sure the Department .will consider 
that proposal carefully and bring out 
that consolidated form so that the 
assessees will no longer have any 
difficulty. 

The need for having stable laws 
was already -oointed out. If you go 
on changing the law every time, it 
wi'l c-eate problem*- for the assessees 
as well as for the Department. 

I wou^d rusgest provision of better 
amenities for th° s+aff and improve- 
ment in t%"'- working conditions in 
the form of provision of accommoda- 
tion etc. effiH-»ncv among the staff 
must go »n Thev must organise the 
system better and computerisation 
should be introduced to cope with 
the large volume of work. 

The Department must repose con- 
fidence among the assessees. The 
image of the Department must be 
enhanced.
 
I 

In the end I would suggest that all 
these suggestions should be consider- 
ed and a comprehensive Bill brought 
forward so that tax-payers pay their 
taxes without tears 

LThe Deputy Chairman in the 
Chair] 

SHRI SANKAR PRASAD MITRA 
(West Bengal); Mr. Deputy Chair- 
man, I am inclined to agree with Mr. 
Kaiyanasundaram and I believe that 
if Mr. Shiv Shankar had not been a 
Minister today, he would have also 
agreed that a Bill of this nature 
shouM not have been circulated on 
the 21st August and debated on the 
27th because taxation laws are one of 
the most complicated branches of 
laws that we have to deal with in 
courts as well as outside. 

I do not propose to make specific 
comments on different clauses of this 
Bill because nlumerous comments' 
have already been made - It apo^ars 
that this Bill seeks to streamline the 
procedures, for better management of 
taxation administration, to avo;d cer- 
tain inconveniences to tax-payers, to 
reduce the number of tax references 
in the High Courts and Supreme 
Court and to remove certain other 
minor anomalies in taxation. 

You have tried to give retrospective 
effect to some <>f the provisions of 
tMs Bill. I warn you that this attempt 
to give retrospective effect ni ay land 
you in complications. Apart from 
that, there should be no objection to 
ex+ending support to this Bill sO far 
as it goeR 

so ^ar as its limit 3d pur- 
poses are concerned. You have your- 
self said that this is a make-shift 
arrangement and a transitory mea- 
sur and you have in mind some kind 
o* a comprehensive Bill to be brought 
fonward  in future. 

Unfortunately or fortunately, Mr. 
D«"v.itv Chairman, Sir, I had opportu- 
nities „f disposing of hundreds of 
Income Tax references and several 
hundreds of applications under arti- 
cle M2H of the Constitution relating to 
taxation for more than ten years    It 



149   The Taxation Laws       [ 27 AUG. 1984 ]       (Amdt.) Bill, 1984       150 

seems to me that the time has come 
for a more comprehensive legislation 
including certain amendments to the 
Constitution itself. There is a need, 
for instance, for the simplification of 
the tax laws, simplification of tax 
procedures, including forms for filing 
of returns and much more stringent 
prvisions for unearthing black money 
and punishment for unaccounted 
money. You are relying far too 
much on voluntary disclosures. These 
attempts were made in the past on 
Several occasions including through 
your Special Bearer Bonds and what 
success these attempts had brought to 
you is known to you better than to 
me. 

Sir, the honourable lady Member is 
right in saying that only film actors 
and actresses should not be the tar- 
gets of your attack. I know why you 
gave that list A question was put to 
you and in answer to 'that question 
you came out with that list. But, 
apart from film actors and actresses, 
you can safely include in this list 
lawyers, doctors, industrialists and 
various other individual and I be- 
lieve- that if the honourable lady 
Member chooses to put a specific ques- 
tion to you in this regard, you would 
be good enough to come forward with 
the requisite answers. 

Now, Sir, °r»e of the fundamental 
principles of taxation jurisprudence is 
that an assessee cannot be touches un- 
less he comes within the c^ar, precise 
and unambiguous provisions of the 
Statute. There are numerous sections 
of the Income Tax Act as they stand 
today which are so long, alongwith 
umpteen provisos, that by the tim? 
you reach the end of the section, you 
tend to forget how it started. I can 
.give you any number of examples. 
There -are some extracts printed by 
you in this Bill itself You wou'd 
kindV look at ' sections 10AA(ii), 
132(5), 132(B), 139. 244(1A), etc. 
These sections have to be sulit into 
small sections with as little use of the 

 
 

passive voice as possible in order that 
their inter-pretation may be easier 
and beyond controversy. 

Secondly, apart from the procedu- 
ral difficulties, even the filling in of 
forms, if they are available at all, 
which h very difficult because we the 
common taxpayers are facing this 
difficulty every year. Since we have 
to file our returns within a particular 
date, we keep on sending our repre- 
sentatives to your office or your De- 
partment and we are told that forms 
are not available. If they are avail- 
aWe at all, at the last minute, these 
returns cannot be filled up by an ordi- 
nary man, 'ordinary taxpayer* or a 
layman, without the helD of tax law- 
yers or chartered accountants. And 
the fees that the taxpayer pays to the 
lawyer or to the chartered accountant 
are not deductible in the assessment of 
income-tax These are the problems 
which have to be faced and tackled by 
you, because we people are supposed 
to be at any rate honest taxpayers and 
we are suffering infinite harassment at 
your hands. 

But the more serious problem, Mr. 
Minister, is not to realise taxes that 
are legitimately due but to stop tax 
evasion ar.^ tax avoidance. Tax jour- 
nals tell us that ten years ago the 
cuantum of black money to the Gross 
National Product was only 18 per cent. 
Arvo'-ding to the latent estimates in 
1982-83 this had become more than 
52 r,er cent 0f the total GNP. I had 
to come across numerous cases . of 
boi?u<; Hundi transactions, discoveries 
kof diamonds, go'd bars, jewellery, cur- 
rencv notes, etc. in which assessments 
ha-l been re-otvred. I give you two 
instances because \ou «eems t0 be 
rplvins; too much on voluntary dis- 
closures. I give you two concrete in- 
stances and you wiH realice what is 
h«»r»nening in this country. A parti- 
cular company, a well-known com- 
oanv, owned by big, rich industria- 
lists H tht>ir wealth tax returns, were 
under-valuing their shares. Year after 
year, their balance sheets,    auditors' 
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report and all papers connected with 
that report were examined by the 
Wealth-tax authorities. Year after 
year, they were accepting the wealth 
tax returns as filed Dy tnat company. 
Many years later it was discovered 
that this company was indulging in 
some bogus transactions in a recog- 
nized stock exchange and on the basis 
of bogus transactions they were 
undervaluing these shares. The Cal- 
cutta High Court had great difficul- 
ties. The Judges concerned had to 
burn midp.ight lamps to deliver a 
judgment in favour of the Depart- 
ment. First we were asked to grant 
a stay order which we refused Then 
we were told: day after tomorrow we 
are coming with an application for a 
certificate for leave to appeal to the 
Supreme Court. Several days after 
this incident we made enquiries a3 to 
what had happened to that applica- 
tion for certificate for special leave. 
We were tola that no such application 
would be made because the matter. has 
been settled at higher levels. 

I give you another instance, a con- 
crete instance. MISA was applied to 
three or four partners of a jewellery 
firm who were put into jail. Their 
Jockers were opened and huge quan- 
tities of diamonds worth crores of 
rupees were discovered. That was 
the time of the emergencv. The 
affected persons made an application 
for a writ in the nature of habeas 
corpus. It wag argued vehemently on 
behalf of the Union of India that 
since the Supreme Court had deliver 
ed a judgment, no writ petition in the 
nature of habeas corpus can be issued 
so long as the emergency lasts, and 
that the application should be dis- 
missed straightaway. These gentle- 
men made an interim application. 
They said that thetf were suffering 
discomforts in jail custody and, there- 
fore, they should. be allowed to stay 
in their flat. The High Court allowed 
them to stay in their flat under con- 
stant police guard. The High Court 
directed that all   expenses   incurred 

for providing police guard will have 
to be borne    by them.   They    were 
bearing expenses to the     extent     of 
nearly two to three thousand   rupees 
a day.   Yet they won't go to jail.   It 
\vas argued on their behalf that, this 
judgment 0f the Supreme Ccurt  was 
a Five-Judge Judgment and that this 
Five-Judge Judgement had failed to 
follow a  previous judgment of    the 
Supreme Court delivered   by   seven 
Judges.    What did the High    Court 
say?    The High Court said:    "Leave 
aside Supreme Court judgment    and 
your controversy over     Seven-Judge 
and  Five-Judge judgments.   We will 
go into the facts of this case and see 
whether this detention is    justified."1 

When the diamonds  were first    dis- 
covered, they said; 'We know nothing 
about them.    We are not the owners 
of these   diamonds."    Later on,  they 
changed their mind   They said to the 
authorities that these diamonds worth 
several crores of rupees belonged to 
some senior    Queen of Bhutan.   The 
senior Queen of    Bhutan was     not 
coming forward with any    affidavit. 
Some kind of a son-in-law of    that 
senior Queen of Bhutan had filed an 
affidavit to say that these were' their 
diamonds deposited with the jewellers 
for the purpose of making some orna- 
ments or something like that.   At the 
appropriate moment, even    the    so- 
called son-in-law,    disappeared.    The 
High court said:    "Forget the  Sup- 
reme Court   judgments.     We   have 
allowed you to live in  your flat for 
nearly four weeks.     Now you go to 
jail and enjoy the hospitality of the 
jail authorities."     This is  the  condi- 
tion of the country today so  far as 
black money is    concerned.      (Time 
Bell rings) _ 

You talk of voluntary disclosures. I 
think certain Members have wrongly 
stated in this House that the courts 
pre not sympathetic. The courfs are 
sympathetic to the Department. Some- 
times the affidavits of the Department 
are unsatisfactory and the courts, be- 
cause of the prayer for a writ in the 
nature cf Certiorari have called    for 



 

records, gone    through the    records, 
found astounding    facts and     given 
judgments in favour of tha Depart- 
ment.     The total collection today,  [ 
understand, is about Rs. 23,000 crores 
on account of income-tax and    other 
tax«s.    And. out of Rs, 23,00» crores, 
it is reported 'Sat from wealth    tax, 
•estate duty and gift tax you are col- 
lecting    only Ks. 130 crores    Sir,   I 
assure you that if you introduce ap- 
propriate legislation for    unearthing 
black-money and if you are prepared 
to go to the extent of proposing some 
eoristitutional amendments to    check 
this malpractice, 1 could have given 
you suggestion?, here  and now,    but 
you have alreadv rung through    the 
Bill.... ' '•   <?!?#*«? 

MR. DEPUTY CHAIRMAN-.    Send    
'. 
them to the Government privately. 

SHRI SANKAR PRASAD MITRA-. 
Sir. if you conrs forward with appro- 
priate leglsla'?i.ns, along with Consti- 
tutional americkutnts, this menace can 
foe checked, and until you tactic this 
menace, you will never be able to re- 
cover the legitimate dues of the Gov* 
ernment Jn relict of taxation. 

Sir, this parallel economy of black 
money is ruining this country. This 
parallej. economy of black money is 
responsible for inflation, for rising 
prices, for which we, ttia common 
- people, are suffering ever/ day 

There is another anomaly which 
you have to remove by legislation. 
Today you have one valuation for in- 
come-tax and wealth tax, one valua- 
tion for estate duty and the thira va- 
luation for purposes, of municipal 
taxes. By some kind of arrangement 
with the State Governments this 
anomaly should also be removed. 

1 do hope that the hon. Fin- 
ance Minister will kindly consider 
the necessity for a comprehensive 
legislation to deal with the actual 
prdfcilems that have arisen aa( this; 
Jsinjj of a make-shift      arrangement 

would lead us nowhere. In spite of 
all that since this Bill seeks to serve 
some limited purposes, which are 
laudable purposes, I give my sup- 
port to it. Thank you. 

SHRl NIRMAL CHATTERJEE 
(West Bengal); Mr. Deputy Chair- 
man, Sir, as has been mentioned evea 
from that side not one but    many 
mountains labour, my initial reaction 
was not to touch this Bill even with 
a pair of tongs.    But    then, Sir, it 
seems when they talk about rationali- 
sation. I had to sit up. Now, the ratio- 
nalisation in terms of the understan- 
ding of our Government or  in    the 
socio-economic system that we     are 
in usually means retrenchment in the 
factories and, as we saw this morning 
itself,  it  means  hitting those     who 
should not be hit. So? Sir. I tried to 
look into the clauses and tbe provisions 
of this Bill. I wiH not ask such ques- 
tions as to why in order that such a 
Bill may be passed in both Houses we 
have to consume so much of our re- 
venue through the extenion of these 
two Houses, but, then. Sir, I tried to 
find out the rationality of it and to 
my utter surprise I discovered the fol- 
lowing thing and that is what I want 
to bring to the notice of the House 
fully knowing that that wiH not carry 
any  Weight  whatsoever.      Firstly,  I 
will like to have one clarification and 
then would go to the clauses. 

Sir, in this Bill,  on the notes    on 
clauses, on page 42, it is said that the 
amendment is in favour of the salari- 
ed person because this amount of Rs. 
18,000 on the basis of which a return 
has to be submitted, really means Rs. 
24,000.    Framing of the wording    is 
in place of 'whose salary* it is   now 
redefined  as 'whose income chargea- 
ble under the head Salaries', and this 
has been explained as salary minus 
standard deduction   Rs. 6,QQ0.   So, a 
salaried    person   with an annual in- 
come of Rs. 24,000/- will get a deduce 
tion of   Rs. 6000.    and   his   salary 
     chargeable becomes   Rs. 18.000.    The 
    question about which I want to    be 
    clear is, is this chargeable salary the 
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taxable salary? In which case, a fur- 
ther concession is due, that is, under 
the Income-tax Act, there are various 
other deductions. The Finance Mini- 
ster is sitting here. He provides us 
with all kinds of incentives to save 
and he has provided this kind of in- 
centive for saving that in the approv- 
ed schemes, if somebody deposits an 
amount of Rs. 6,00/-. then the entire 
amount of R. 6,000/- is not taxable; 
another Rs. 6,000/- if deposited in 
these approved securities, will be 
chargeable to tax to the extent of 50 
per cent; beyond that, with a ceiling 
of Rs. 40,000/-, it is 40 per cent. I 
want a clarification whether this 
chargeable- salary will be defined in 
the terms as I am explaining so that 
benefits to the salaried person are en- 
hanced. This is just by way of seeking 
a clarification from the hon. Minister. 
In the rest of tt there is another re- 
ference to the salaried person. I am 
not referring to earlier recommenda- 
tions as to why they have not been 
implemented; why Chowksi Commit- 
tee recommendations have not been 
implemened. I fully realise that elec- 
tion is a touch and go affair, and be- 
fore that, some of the recommenda- 
tions which hurt, may not ibe imple- 
• mented or introduced at all. But, Sir, 
even what has been introduced is a 
great bulky thing to cover up certain 
crevices. Let us find out what the 
crevices are. 

Sir, here is a proposal that if in any 
firm or in a bank let us say, if the 
loan is advanced to a salaried person 
at a rate of interest which is lower 
than that stipulated by the Govern- 
ment—I think Mr. Jaswant Singh was 
wrong; there is a reference that such 
interest can be stipulated by the Gov- 
ernment—then the difference between 
these two interest rates would be 
added to the salary as taxable. What 
does it mean? I simply put this ques- 
tion Tn firms in banks, the working 
people have fought and earned certain 
benefits. One of them is that they 
will get advances—they have also in- 
cluded motor cars;    that is the  way 

how the big business cheats us; they 
make one good thing in order to cover 
hundred bad things, and they have 
included motor car along with sites 
and houses. Now, I just want to ask 
this question. The working men 
through their trade unions have arriv- 
ed at an agreement. You are not .« 
satisfied. What do you want to do? 
If the workman has gained something, 
tax him or permit the management to 
raise interest rate charged on these 
advances. You are doing this so that 
that particular company loses a little 
less. That company which was forced 
to subsidise a particular rate of in- 
terest is now correded by this amend- 
ment to charge a higher rate of in- 
terest so that they are in a position to 
add to their profit. 

This is how in everything, in the 
name of rationalisation, you try to 
aid the real ruling class, to whom 
every minute you are trying to serve. 
Now, Sir I give you other Instances of 
similar type in the amending Bill. 
Turn to page 49. It is not merely 
what Shri Jaswant Singh has mentio- 
ned under clause 37,1 am referring to 
something else. Here it is said, "The 
proposed amendment seeks to insert 
a new sub-section (2A)' in section 220 
of the Act to provide that the Board 
may waive the amount of interest 
pavable by an assessee under section 
220(2)." How is it to be done, under 
what condition? Thpre is the beautv 
of the condition. It is: "if the assessee 
has cooperated in any inquiry relating 
to the assessment or in any proceed- 
ing for the recovery of anv amount 
due from him." How touching and 
noble? The assessee is given an in- 
centive. A new door, a new link-up 
is onen in the tax system. Incentive 
is given to an assessee who was pre- 
viously cheating but is now linked 
with 'cooperation'. He gets the con- 
cession both wavs. I am asserting 
that this is a road to further 'gene- 
ration of black money via eorruntion 
of the tax men and this is an incen- 
tive to those who are nrimarily res- 
ponsible for generating Hn»i.------------- 
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1 refer again to clause 52. Here 
also the provision in the amendment 
is beautiful. Here the provision is: 
The proposed amendment seeks to 
omit..." and what does it seek to 
omit? It seeks to omit a person for- 
merly employed as income-tax autho- 
rity, not below the rank of an Income- 
tax Officer and who has retired or 
resigned from such employment after 
having served for not less than 3 years. 
That person shall not be entitled to 
represent any assessee for a period of 
two years. This is what is being omit- 
ted. We know about corruption in 
this department. We know how the 
tax lawyer, the tax official and the 
black money generator, all are con- 
nected. A precautionary step was 
there. If you are removed from that 
service. If you have retired 
from that service, you will 
6 P.M. 

not be allowed to appear 
as a lawyer for any other assessee. 
It is a very small restriction 
of two years which applies to Gov- 
ernment servants in many other cases 
also. In the name of simplification 
now, what is being done? You omit 
this restrictive clause and provide 
further opportunities, for black money 
generation. 

 J now refer to clause 54. You have 
opened up many other doors of tax 
evasion. This is simplification! As I 
said, it implies addition to tax also. 
It is not simply procedural. See the 
concession given in clause 54. If a 
part of wealth is deposited with any 
authority in the name of development 
of a village, town or a municipality, 
sucls deposits would be excluded from 
the assessment of wealth". How won- 
derful! The homeland of the big busi- 
nessman of Calcutta in Rajasthan in 
a remote village, in the name of deve- 
loping a village you constitute an 
authority, develop your own house 
and all that money deposited with 
that authority is now presumed to be 
excluded from the purview of Wealth 
Tax! This is the provision in clause 54. 

Now I shall draw your attention to 
clause 58, to which our friend. Mr, 
Jaswant Singh also referred. What 
a touching consideration! If you are 
caught in a raid and there is a seizure, 
you come back like a dog—the dog 
does not give anything—and say: I 
am helping you. I am disclosing all 
that what has been disclosed" and it 
will be treated as a part of disclosure, 
a normal submission of return! That 
means fresh avenues are being opened 
up before the elections for more in- 
tricate tie-ups between the ruling 
party and all those who have wealth 
and are assessed to Wealth Tax. And 
just to add to it—I am just conclud- 
ing, Sir—look at this clause 71. Here 
is another omission just in a mood 
of almost forgetfulness. We have, 
heard our Finance Minister waxing 
eloquent about the charitable trusts. 
And you see how through that door 
tax evasion takes place. It is some- 
times tax evasion; it is sometimes tax 
avoidance. Some of the Members 
from this side said, tax avoidance is 
legal. It is certainly true and it is 
quite often provided deliberately in 
law so that taxes are avoided. Moral- 
ly therefore, quite often even the 
ministerial benches feel guilty when 
they are exposed to such cases. 
Therefore in a moment of forgetful- 
ness, they combine the two terms— 
tax evasion and tax avoidance. That 
I fully appreciate. But here. Sir, 
they refer to charitable trusts.    And 
look here, what they are proposing in 
the term "charitable trusts" and what 
they are omitting. In clause 71, what 
they are omitting is this. A "chari- 
table purpose" was defined earlier in 
these terms: "as including relief of 
the poor, education, medical relief and 
the advancement of any other object 
of general public utility not involv- 
ing the carrying on of any activity 
for profit". What is it they are omit- 
ting? You will be surprised to Team 
that the proposed amendment seeks 
to omit the words 'not involving the 
carrying on of any activity for profit." 
It is this crucial clause that is being 
omitted in the    name of rationalisa- 
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tion, in the name of simplification, and 
not in the name of garnering money 
for the elections. 

SHRI RAOOF VALIULLAH (Guja- 
rat): Mr. Deputy Chairman. Sir, I 
rise to support the Taxation Laws 
(Amendment) Bill, 1984 which has 
been placed before this House by the 
honourable Finance Minister. 

Sir, as the Minister has pointed out, 
this Bill aims at streamlining and 
rationalising the taxation procedures, 
to reduce litigation and, at the same 
time, counteract tax evasion. Sir, 
as we are all aware, taxation is one 
of the many ways for raising resour- 
ces for this country, and I am happy 
to say that the Finance Minister in 
bringing this Bill has very rightly 
laid emphasis on better implementa- 
tion of the tax system. Sir, on the 
structure of taxation the Congress (I) 
election manifesto promised " to re- 
view the existing taxation system and 
restructure it so as to reduce the bur- 
den on the middle classes, to remove 
harassment of small traders and to 
bring about equitable responsibilities 
on all affluent sections for the better- 
ment of the society as a whole." It 
is with this concern that this Bill 
seeks to amend the direct taxes law 
in line not only with the election 
manifesto of the Congress (I) but 
also in line with the recommendations 
of Economic Administration Reforms 
Commission, the 'Direct Tax Laws 
Committee, the Public Accounts Com- 
mittee and the Committees on Sub- 
ordinate Legislation of Parliament. 

Sir, I would only like to give con- 
crete suggestions on streamlining the 
administration of tax collection. The 
jurisdiction of the ITOs should be 
decided on certain geographical limits. 
The Inspecting Assistant Commissio- 
ner should be given charge of not 
more than 10 ITOs so as to give him 
time to concentrate on big cases and 
issue positive instructions to the ITOs 
before an ITO takes up   assessment. 

There should be regular inspection of 
the ITO's work at a fixed interval so 
that the cases of over-assessment, 
under-assessment or procedural mis- 
takes or lapses can be pointed out. 
Sir. abrupt change or creation of new 
circles does not yield any results; 
rather it puts the whole set-up out of 
gear. As it happened in the past, 
the Department had a cell for collec- 
tion, with an ITO (Collection) and 
circles were divided into ITO (Spe- 
cial), ITO (Revenue). ITO (Assist- 
ance), etc. Now these divisions are 
being scrapped. The Survey Ward 
is also proposed to be scrapped and 
files being sent back to the territorial 
Wards. This obviously results in 
movement of files which ultimately 
affects adversely the assessees due to 
loss of case papers in the process of 
movement of files. Sir, at the same 
time, there is loss of revenue to the 
Government also. As such, the work- 
ing should be streamlined without 
affecting the existing set-up. 

Mr. Deputy Chairman, Sir, the 
income-tax returns should be scruti- 
nised not during the assessment pro- 
ceedings, but they should be taken 
for scrutiny prior to the date of hear- 
ing. The ITO should invariably issue 
notices under section 142(1) requiring 
the assessees to furnish information on 
the points required by the ITO. If 
the assessment could be finalised on 
the basis of notice under sectio/i 
142(1) and its compliance, the ITO 
should be empowered to make assess- 
ment under the provisions of section 
142. The powers of the ITO under 
section 143(3) should be restricted 
only in the cases in which the pre- 
sence of the assessee is abolutely 
needed. Sir, the present practice of 
calling the assessees with evidence 
and books for the sake of scrutiny and 
keeping them waiting for hours and 
days, does not give a sense of confid- 
ence among the assessees for the de- 
partmental functioning. If. however, 
the scrutiny is purported to detect 
evasion of tax or possession of black 
money, it cannot be achieved by 
a       mere       procedural       scrutiny 
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Sir, so far as th* voluntary tax com- 
pliance scheme is concerned, I feel 
that it should continue. One of the 
measures introduced in this scheme 
is the payment of iaxes under section 
140-A of the Act. Sir, here the ex- 
perience is that the clerks in the De- 
partment do not even accept the re- 
turns of income at the inward coun- 
ter if payment of tax under section 
140-A is not made even though ' there 
is a provision for levy of penalty for 
failure to comply with the provisions 
of section 140-A. Therefore, the re- 
turns should be directed to be ac- 
cepted by the ITOs in the cases /where 
the assessees have not been able to 
pay the tax at the time of filing the 
return. The summary assessment 
scheme should be continued as it pre- 
vailed with mandatory instrU'tJons to 
the ITOs to issue refunds within the 
stipulated period. 

The reasons for income-tax arrears 
are varied. Over assessment due to 
the fear of inspection, ?udit objections, 
self-created fears on tbe part of the 
ITOs and non-compliance on the part 
of the assessees resulting in over- 
pitched assessments are the factors 
among many. There are other rea- 
sons also such as non-adjustment of 
p^e-paid taxes due to non-posfing of 
advance tax cha^n, loss of dividend 
or interest voucher^ eti. 

Sir, so far as ths measures to' re- 
cover the arrears is concerned, I 
would suggest that the statu3 and 
image of the post of the Tax Recovery 
Officer should be enhanced by posting 
highly qualified and honest persons. 
However, rare snould be necessarily 
taken to have concerted and close co- 
ordinated functioning 0f the Tax Re- 
covery Officer and ITOs concerned. 

Sir, the present administrative mea- 
sures to recover the arrears are quite 
in order, provided +he method in 
which they are executed are stream- 
lined. Certain Tax Recovery Officers 
do not remain in touch with ITOs $* 
all.   Tins results iato non-intknations 
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and so on. This obviously results in 
harassment to the assessees. The 
TRO before initiating the recovery 
proceedings should ascertain from 
th© ITO concerned «s to whether any 
rectification, appeal effect or adjust, 
ment ol tax is pending", whether stay 
has been granted, whether the appli- 
cation for etay is pending, th© ITO 
6houLj be made responsible to «p- 
price the T.R.O. of the factual position. 

Sir, so far as the rationalisation of 
tax structure is concerned, I would 
suggest that the levy of surcharge in 
income tax may be abolished. There 
should be only income tax and cor- 
porate tax. The levy of additional 
super tax under section 104 may also 
be dispensed with as there is very 
little revenue involved in the provi- 
sions of section 104 of the Act. The 
Capital Gains tax should be taxed at 
a flat rate of 10 to 15 per cent of the 
amount of capital gains. In view of 
the fact that number of State Gov- 
ernments have increased the rate of 
stamp duty on the amount of sale 
proceeds which is as high as 8 per 
cent in my State of Gujarat, the con- 
cessional rate of tax on capital gains 
is further justified in view 0f the pro- 
visions of acquisition of immovable 
property. Sir, the present system- of 
dealing with the appeals is also quite 
adequate. But I would suggest to fix 
up the time limit for finalisation of 
appeals which in any case should not' 
exceed a period 0f six months. 

Mr. Deputy Chairman, Sir, about the 
refunds, instructions are being issued from 
time to time by the department for issue 
of timely refunds. But grievances continue 
against delayed refunds. The refunds 
under section 14I-A are not issued within 
reasonable time from filing the returns of 
income. Sir, in this case, I want an 
assurance from the Hon'ble Minister that 
adequate machinery will be set up to see 
4hat returns received upto 31st July, 1984 
ara scrutinised to tbat refund* can    be 

issued before the next instalment of ad- 
vance tax which is doe by 15-9-1984. 

The Tax Recovery Officers continue to 
approach the assessee for recovery of taxes 
in spite of the fact that rectification ap- 
plication or appeal effects are pending. 
If the Income Tax Officers cannot attend 
to rectification applications and appeal 
effects, thf-y should intimate to the Tax 
Recovery Officer of this fact and request 
him not to proceed with the recovery 
proceedings. 

Sir, introduction of new scheme of 
acceptance of returns of income up tc 
Rs. 25,000 income has automatically re- 
sulted into issuance of notices under sec- 
tion 143 (2), Sir, in cases of income 
between Rs. 25,000 to 1 lakh. Sir, with 
this, work-toad will increase and impor- 
tant items of work involving public rela- 
tions will be neglected. Appeal effects, 
adjustment of prepaid taxes, rectification 
application? which all result into reduc- 
tion of arrears of taxes will not be attend- 
ed to promptly. Sir, my suggestion is 
that income limit should be increased for 
acceptance of returns of income and 
penalty notices in such cases need not be 
issued. Sir, returns of income, applica- 
tions in form No. 11,1 IA and 12, and 
rectifica ion application, are kept in the 
custody of Lower Division Clerks. This 
method causes unintended hardships to the 
assessees. They should be kept in the 
custody of the Income Tax Officers who 
originate the work in the office by giving 
selected returns and applications under 
section 154. This will save the time of 
tlie Department and of the tax-payers. 

Sir, with these observations, I fully sup- 
port the Bill.   Thank you. 

SHRI S. M. KRISHNA: Mr. Deputy 
Chairman, Sir, I owe my profound thanks 
to all the Members who have participated 
in the debate. I am sure that they hav* 
put in quite a few man-hours in trying to 
make out the kind of suggestions which 
they have made. Some of them have been 
critical, some of them constructive, some 
of them complimentary and I would 10re 
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0 record my appreciation for the trouble 
which hon. Members have taken in going 
ihrougb tbe various provisions of this 
particular amendment. 

Sir, at the outset in my introductory 
remarks, I have made it abundantly clear 
that ibis was more a procedural one and . 
that this particular amendment has not 
gone Into the substantive aspect of the 
tax reforms which all of us have been 
talking of in this country. 

Sir, there have been a number of com- 
mittees which have gone into the question 
of tax reforms. The Choksi Committee 
was appointed in 1977. Now when we 
came to iwwer in 1980, we ourselves ap- 
pointed the Economic Administration re- 
forms Commission. When we formulated 
these proposals, we were considerably sup- 
ported, aided and advised by the various 
reports which were at our disposal. A 
numbei' of amendments draw their inspira- 
tion either from certain recommendations 
made by the Choksi Committee or from 
some of the recommendations made by 
the Economic Administration Reforms 
Commission; or some of them emanated 
from the recommendations made by the 
Public Accounts Committee or the Sub- 
ordinate Legislation Committee. So I 
would lite the hon. Members to disabuse 
their minds of any kind of impression 
that the Government had brought in these 
amendments in a lighthearted manner or 
without properly applying their mind and 
without going into the pros and cons 
seriously, in a very responsible manner, 
in order to bring about a certain ration- 
alisation at least in so far as the proce- 
dure is concerned. 

Sir, it was not my contention at all that 
the Indian tax structure is a very simple 
formula. For that matter, the tax struc- 
ture of any democratic country, whether 
It is India or any other country, is bound 
to be a very complicated matter. It is 
going to be a very complicated exeraise. 
You need the assistance of tax advisers, 
chartered accountants and tax planners and 
tax advocates. And if one wants to make 
the maximum of any tax framework, 
then he has to be ably assisted by one 
who is fairly conversant with the tax laws 
t\t thiu coimtrv. 

Sir, in the last 30 years, the case lavr 
on the tax structure in the country bas 
grown voluminously and when you want 
to straighten some of these things, na- 
turally the entire case law which i* 
behind us haunts every one of tis. So, 
we cannot lightly brush abide the case 
law which has been built over a period 
of years. So, we have got to proceed 
with a bit of caution. . No doubt, one 
can brave un assertion to say that we 
need a wide-ranging tax reforms. Yes, it 
sounds good. But when you come here, 
sit here, apply your mind and try to im- 
plement some of these lax reforms, 
then you will find the pitfalls and various 
other ramifications of any such more we 
make. It may not be possible for me. 
because the debate has gone on for a 
little over four hours, to meet every point 
that has been made by every honourable 
Member. I can at best refer to a few 
salient points which have been made by a 
cross-section of the Members who spoke 
on this Bill. 

It has been asked why retrospective 
effect has been given to some of the 
clauses in the Bill. Some Members sus- 
pect that there is something' very fishy 
about the whole concept of giving retros- 
pective effect to some of the provisions 
of the Bill. Some of 'the provisions of 
the Bill have been made with retrospec- 
tive effect for the simple reason, as I said 
in my opening remarks, that the original 
legislative intent has got to be reiterated 
and if there are any ambiguities, as to 
what exactly was the original legislative 
intent, it has been the endeavour of the 
Finance Ministry through this Bill to make 
very clear—as to what that legislative 
intent was. There have been ambiguities 
which arise about the legislative intent 
itself because of certain decisions by 
High Courts, certain decisions by Ad- 
ministrative Tribunals and Appellate Tri- 
bunals. So we have taken this opportunity 
of spelling out what the original legislative 
intent was, wherever it is necessary, in 
order to clear this ambiguity, and by 
doing that we feel to that textent we wiH 
be reducing the incidence of litigation in 
the days, in the months and tn the years 
to come. 
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[Shri S. M. Krishna] 
Shri Badri Narain Pratap who initiated 

the discussion, made a mention and many 
other Members have made a mention 
about the incidence of black money and 
they have tried to make out a case that 
the incidence of black money is 52 per 
cent of the GNP of India, and' various 
other inferences. It would be sheer pre- 
sumption on my part if I were to hazard 
a guess of what exactly would bs the 
incidence of black money in the Indian 
economy today. This is an area where 
different Members can come to 
different conclusions depending upon 
where they sit, whether they sit here or 
whether they sit there, and in order to 
come to a clear understanding about the 
black money the Government in 1982 
entrusted the study of the incidence of 
black money in Indian economy to the 
Institute of Public Finance and Policy. 
We have given them terms of reference 
and they are right now working on that 
report. It will not be too long before 
the nation, before the Members of Parlia- 
ment, would have the benefit of the result 
of their study, and by Ocfober/November 
of this year the report of the Institute of 
Public Finance and Policy would be out. 
For the first time after the Wanchoo 
Committee report which made a very 
rough assessment, we would have a credi- 
ble document on which a national debate 
can take place about the incidence of 
black money; Till then I wou'd iterv res- 
pec'f.i'ly submit to the Hon'b'e Members 
to hold back their common's abou' black 
money. We have conceded that black 
money is increasingly becoming a great 
menace not only to 6ur economic struc- 
ture, but also to *he social s'ructure 
Whenever cases involving black money 
have come *o our no'ice, we have never 
feared to tackle them. 

The Hon'ble Member from Tnnvl Nadu, 
Miss Javala'ithn. was rather bitter to-lay 
and p°rharo justifiably so. Sh« wa- bitter 
for the simple reason that the Finance 
MiniVer answered an innocent looking 
question about arrears of tax which is 
due from film stars. But the learned 
former Chief Justice of Calcutta High 
Court, Mr. Sankar Prasad Mitra, came 
to my rescue and hailed me out. All that 

I did was to answer a question from an 
Hon'ble Member. That question was with 
reference to arrears of tax due from 
various film stars based in Bombay, 
Madras, Calcutta and various other places. 
That was the factual answer given at 
that point of time. Perhaps if I am asked 
the same question now, the list might 
undergo a drastic change and many 
names which were there may not he 
there because they would have cleared 
their tax arrears, and many names which 
were not there might be there. 

SHRI R. MOHANARANGAM (Tamil 
Nadu): The question was about arrears 
which have already been paid two years 
before.,. 

SHRI S. M. KRISHNA: If there ia 
any discrepancy or mistake in that answer 
which was furnished, certainly I would 
correct it... 

SHRI NIRMAL CHATTERJEE: The 
reference is to MGR. His tax arrears 
were shown in the first year of the thre» 
years. .For the rest of the two years it 
was all cleared. That was the reference 
she was making. 

SHRI S M KRISHNA: I will cer- 
tainly look into it. 

Tt has never b°en the contention of the 
Finance Ministry tha* only film stars are 
tbe ones who generate black money. It 
has never been our contention. Let me 
rmke it verv claar. There are so many 
others who eenera'e black money or who 
have concealed income and various o'her 
tbinirs I do not think that we need to 
pinpoint on anv particular sector, whether 
i' is fi'm stars, advocates, architects, 
'-"rinessmen. traders or industrialists. 
When vou go 'hrounh the list, you wiH 
find quite an assortment of all these, 
wh»n the list is out. 

She also referred to section 132. She 
asked us whether the period of 15 days 
was enoueh for the person to make a 
clean breast after the search. When the 
search is competed, the man or woman 
whose premises is the subject-matter of 
search, ho or she would be in a position 
to  make out whether the incom* «*i»fc 
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is supposed to be concealed is there or 
not, I think in fairness 15 days' time is 
reasonable enough for a person to make 
such a confession. If I may use the word 
loosely, not in the strict legal sense     of 
the term.   This is what I would say. 

MISS JAYALALITHA: The latter part 
of the question was that an assurance 
should be given that the assessment will 
also be completed in equal time. Now, 
if you are going to allow 15 days for 
the assessee* to come and file his return, 
then an assurance also should be given that 
the assessment will be completed within 
the same period, that is, fifteen days. 
Such an assurance has not been given. 

SHRl S. M. KRISHNA: I wish I 
could give such an assurance. But wc 
need certainly much longer time than what 
ali assessee needs. You are not the only 
assessee. Now, 'X' is an assessee and 
there are thousands of assessees. So, we 
cannot do that.    (Interruptions). 

MR. DEPUTY CHAIRMAN: Order, 
please. This is not a law court that he 
should reply to every argument. He will 
only explain the main principles. Yes, 
Mr. Minister, you just explain the main 
principles only. 

SHRI S. M. KRISHNA: Sir, Mr. 
Jaswant Singh made a few points and, 
well, Sir, he ^nd Mr. Gurupadaswamy 
were treading on the familier grounds 
about the direct taxes and the indirect 
taxes and ihe ratio of tax revenue to the 
national income, etc. and Mr. Gurupuda- 
swamy himself answered the question h« 
ia isrd. 

Now, Sir, I have said about the retros- 
pective effect. Mr. Jaswant Singh andl 
Mr. Nirmal Chatterjee raised a question 
about clause 52 add Mr. Nirmal Chatterjee 
asked more pointedly than Mr. Jaswant 
Singh and he quoted clause 52 and very 
dramatically he said that the proposed 
amendment seeks to omit sub-section (3). 
Now, what is it? The sub-section says 
that a person who was formerly employed 
as an income-tax authority, not below 
the rank of Income-Tax Officer and who 
has retired or resigned from such employ- 
ment after having served for not less than 

three years in any capacity shall not be 
entitled to represent any assessee. Why 
was this dropped? This was dropped for 
the simple reason that all those who come 
under tlie Indian Revenue Service will 
continue to be governed by the provi- 
sions of the Pension Rules and the Pen- 
sion Rules, which become applicable to 
these Indian Revenue Service Officers, 
prevent them from practising at the same 
station, from where they retired, for two 
years and they can practise only after the 
approval of the Central Government. So, 
adequate care and caution have been 
exercised to see that the retired or resign 
ing officers of the IRS will not be able 
to exercise the opportunities which they 
have by virture of the fact that they were 
Government servants. 

SHRl R. MOHANARANGAM: So, 
after two years they can come and work? 

SHRI S. M. KRISHNA: Yes, that is 
ihe rulc. 

Now, something was mentioned about 
the clause relating to the withdrawal of 
exemption from capital gains. For pur- 
poses of development rebate and invest- 
ment allowance also, the period of eight 
years has been laid down under the law. 
So, that is the rationale behind incor- 
porating this particular amendment. 

Sir, Mr. Jagesh Desai and others have 
made very valuable suggestions. Very 
valuable, very precious suggestions have 
been made by the hon. Members, and 
certnialy we wDl take note of those sug- 
gestions, and  it will  be our endeavour... 

MR. DEPUTY CHAIRMAN: :At the 
time of tbe next Budget.    (Interruptions) 

SHRl S. M. KRISHNA: We will take 
note of these points and we will try 1.0 
sec if there are certain changes which can 
be effected through Notifications also. 
It is not as if we have got to come back 
to Parliament in order to incorpora'e 
some suggestions which have been made;. 
Whatever can be done by way of Noti- 
fications we will certainly take all those 
points into consideration. And I thank 
the Members again for...   (Interrupttora) 
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MR.     DEPUTY    CHAIRMAN:    The 
question is: 

"That the Bill further to amend tlie 
Income-lax Act, 1961, the Wealth-tax 
Act, the Gift-tax Act, 1958, the Com- 
panies (Profits) Surtax Act, 1974, and 
the Interest-tax Act, 1974, as passed 
by the Lok Sabha, be taken into 
consideration." 

The motion was adopted. 

MR. DEPUTY CHAIRMAN: We shall 
now take up clause by clause considera- 
tion of the Bill. 

Clauses 2 to 84 were added to the Bill. 

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

SHRl S. M. KRISHNA:  Sir, I move: 

"That the  Bill be returned." 

The question was put and the motion 
was adopted. 

MESSAGE I ROM THE LOK SABHA 
The Land  Acquisition  (Amendment) 

ment) Bill. 1984. 

SECRETARY-GENERAL: Sir, I have 
io report to the House the following mes- 
sage received from the Lok Sabha, signed 
by the Secretary-General of the Lok 
Sabha: 

"In accordance with the provisions of 
Rule 96 of the Rules of Procedure and 
Conduct of Business in Lok Sabha, I 
am directed to enclose the Land Acqui- 
sition (Amendment) Bill, 1984, as pas- 
sed by Lok Sabha at its silling held 
on ihe 25th August, 1984." 
Sir,   I  lay  the  Bill  on   Ihe Table. 

MR. DEPUTY CHAIRMAN: Now 
we shall take up the Motion for Modifica- 
tions in the Illegal Migrants... 

SHRI SUKOMAL SIN (West Bengal): 
Sir, on a point of order. In the morning 
ihe Civil Aviation Minister assured the 
House that he will make a statement 
about  fee hijacked plane... (Interruptions) 

MR. DEPUTY CHAIRMAN: The 
House is not rising just now. He will be 
coming. Please wait. The House has 
still to sit for two hours more. There is 
no hurry. Yes, Mr. Jaswant Singk. 
Only five minutes, please. 

MOTION I OR MODIFICATION IN 
THE ILLEGAL MIGRANTS (DETER- 

MINATION BY TRIBUNALS)     RULES, 
1984. 

SHRI JASWANT SlNGH (Rajasthan): 
Sir, I beg to move the following Motion: 

"That this House resolves that, in 
pursuance of sub-section (3) of Section 
28 of the Illegal Migrants (Determina- 
tion by Tribunals) Act, 1983, the, fol- 
lowing modifications be made in the 
Illegal Migrants (Determination by Tri- 
bunals) Rules, 1984, published ia 
Notification G.S.R. No. 52(E), in the 
Gazette of India, dated the 2nd Feb- 
ruary, 1984, and laid on the Table of 
the House on the 1st March, 1984, 
namely:— 

(i) In rule 3. the words, 'not below 
the rank of Sub-Inspector of Police', 
occurring, after clause (b), be sub- 
stituted by the words 'not below the 
rank of a Superintendent of Police'. 

(ii) The following proviso shall 
be added after Rule 4, namely:-— 

Provided that if after experience 
it is found that the form as now 
devised by the rules is not satiisfae- 
tory, it shall be suitablly modified'. 

( i i i )  After sub-rule (3) of Rule 8, 
the following sub-rule shjill be 
added:— 

(4) The Tribunals constituted! 
under the Act shall be entitled to 
conduct a sample investigation of 
tlie recommendations of the Screening 
Committee,  from  lime  to  time'. 

(iv) After rule 10. Ihe fallowing 
proviso shall  be added:— 

'Provided thai the ic  shall be no 
requirement for witnesses for making 
the application IB Form III'. 


