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I.STATUTORY RESOLUTION SEEK 
ING DISAPPROVAL OF THE 

VOLUNTARY DISCLOSURE OF 
INCOME AND WEALTH ORDI 
NANCE, 1975 (NO. 15 OF 1975) 

PROMULGATED BY THE PRESI 
DENT ON THE 8TH OCTOBER, 

1975 

II. THE VOLUNTARY DISCLOSURE 
OF INCOME AND WEALTH BOX, 1976 

SHRI      YOGENDRA SHARMA 
(Bihar):   Sir,   I   move   the   following 
Resolution: 

"That this House disapproves the 
Voluntary Disclosure of Income and 
Wealth Ordinance, 1975 (No. 15 of 1975) 
promulgated by the President on the 8th 
October, 1975." 

 

[Mr.    Deputy    Chairman    in    the 
Chair]. 
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SHRI VIREN J. SHAH (Gujarat): Sir, on a 
point of order. Is there enough quorum here? 

SHRIMATI SUMITRA G. KUL-KARNI 
(Gujarat): Sir, the hon'ble Member is a new 
Member. Normally in Rajya Sabha quorum is 
not questioned. This is an unwritten law about 
our House. 
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"As it happens in past cases, the 
disclosed amounts are already invested 
surreptitiously in business or property 
through various devices, and the 
contribution of disclosure schemes as such 
to fresh investment is hardly worthwhile." 
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MR. DEPUTY CHAIRMAN;   Please wind 
up now. 

MR. DEPUTY CHAIRMAN: We have 
been allotted two hours. But you have taken 
more than half-an-hour.   Please finish now. 
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The question was proposed. 

MR. DEPUTY CHAIRMAN; Mr. Pranab 
Mukherjee will now move the Bill. 

THE MINISTER OF STATE IN THE 
MINISTRY OF FINANCE (SHRI PRANAB 
MUKHERJEE): Sir, I beg to move: 

"That the Bill to provide for voluntary 
disclosure of income and wealth and for 
matters connected therewith or incidental 
thereto, as passed by the Lok Sabha, be 
taken into consideration." 

The President promulgated the Voluntary* 
"disclosure of Income and Wealth Ordinance, 
1975, on 8th October, 1975, for providing an 
opportunity to persons who had evaded tax in 
the past to declare their undisclosed income 
and wealth, pay tax thereon on the basis 
provided in the Ordinance and return to the 
path of civic responsibility in future. After the 
scheme of voluntary disclosure had been in 
ope- 

ration for some time, it was felt that persons 
having undisclosed income or wealth in the 
form of gold and articles or ornaments made 
of gold would be reluctant to disclose their 
concealed income or wealth for fear of penal 
action under the provisions of the Gold 
(Control) Act, 1968 and the Customs Act, 
1962. With a view to removing this and certain 
other difficulties which may have inhibited 
persons from making voluntary disclosures, 
the President promulgated the Voluntary 
Disclosure of Income and Wealth 
(Amendment) Ordinance, 1975, on the 29th 
November, 1975, to make certain 
modifications in the scheme contained in the 
Ordinance of 8th October 1975. This Bill 
seeks to replace the Voluntary Disclosure of 
Income and Wealth Ordinance, 1975, as 
amended by the second Ordinance of 29th 
November, 1975. 

Before outlining the main features of the 
scheme of voluntary disclosure, I propose to 
briefly indicate the background in which the 
Government decided to introduce this scheme. 
As the hon. Members are aware, the drive 
against economic offenders had been stepped 
up in recent months. The Income-tax 
Department had taken vigorous action against 
tax evaders by increasing the tempo of 
searches and intensifying survey operations 
through special survey squads. The Taxation 
Laws (Amendment) Act, 1975, recently 
passed by Parliament made the punishment for 
tax offences more stringent. The declaration of 
emergency concluded with increased pressure 
on tax evaders. Government took note of the 
all round awareness of the risk of tax evasion 
created by these factors and decided to 
introduce the scheme of voluntary disclosure 
with a view to providing one last chance to 
erring tax payers to come to the path of 
rectitude and civic responsibility. 

The scheme of voluntary disclosure which 
commended on 8th October, 1975, came to an 
end on 31st December, 1975. The scheme 
provided for three types of declarations,    
namely, 
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voluntary declaration of concealed income; 
declaration of income in cases of search and 
seizure; and voluntary declaration of concealed 
wealth. The voluntarily   disclosed  income   in  
tJhe first category is treated as a separate block 
and charged to tax at special rates.   In the case of 
companies,   the whole of such income is 
chargeable to tax at the rate of 60 per cent.   In 
the case of other categories of taxpayers, the first 
Rs. 25,000 of lhe voluntarily disclosed income is 
chargeable to tax at the rate of 25 per cent; the 
income in the slab of Rs. 25,001 to Rs. 50,000 at 
the rate of 40 per cent; and the balance at the rate 
of 60 per cent. In addition, the declarant is 
required to invest 5 per cent of the    voluntarily 
disclosed income in notified    Government 
securities. 

The declarant will be immune from any 
assessment or re-assessment in respect of the 
voluntarily disclosed income. He will also not 
be liable to any penalty or prosecution in 
relation to such income. Besides, the declarant 
has been exempted from wealth-tax up to and 
including the assessment year 1975-76 in 
respect of assets represented by the income 
disclosed under the scheme. 

The scheme has a restricted operation  in  the  
case  of  persons     whose books  of   account,   
other    documents, money,   bullion,   
jewellery   etc.   have been seized as a result of 
search by the    Income-tax    Department.   
Such persons are not entitled to the benefit of 
the special rates of income-tax in respect of the 
income for the year in which the search is 
made or any earlier year.   They could 
however, make a disclosure in respect of the 
income for these years and pay tax   thereon at 
the normal rates of income-tax applicable to 
the total income of the relevant years.   The 
income so  declared will not be taken into 
account for the purposes of levying any    
penalty or charging interest under the      In-
come tax Act or for the purposes     of 
prosecution under that Act. The     assets   
represented   by   the   concealed 

income in such cases will be char 
geable to wealth-tax in the relevant 
years, but the value of these assets 
will not be taken into account for 
purposes of imposition of penalty or 
prosecution under the Wealth-tax 
Act.
 
. 

The  scheme  also  provides   for  the 
declaration of undisclosed wealth. The declarant  
is  required  to  pay  wealth-tax in respect of the 
net wealth or, as the case may be, the value qt 
assets disclosed   in   the   declaration  at     the 
normal  rates  applicable to his     net wealth for 
the    relevant    assessment year.   In addition, 
the declarant will be required to invest 2J per 
cent of the disclosed wealth in notified Gov-
ernment   securities.   The  net   wealth, or as the 
case may be, the value of assets so declared, will 
not be taken into account for the purposes of any 
penalty    or    prosecution   under   the Wealth-
tax Act. 

Immunity  from  confiscation,  penalty  and 
prosecution under the     Gold (Control)  Act, 
1968 and the Customs Act,   1962   has  been  
provided  in  the case  of persons  who  declare     
their concealed  income  or  wealth  held  in the 
form of gold or articles and ornaments made of 
gold.   Persons claiming immunity  will   have   
to  make  a  declaration in accordance with the 
provisions of the Gold (Control) Act, 1968 
before   1st   February,   1976   regarding the 
gold ornaments and articles owned by them.   
Where the concealed income or wealth is held 
in the form of primary gold the gold wiU have 
to be either sold    to a licensed dealer    or 
converted into ornaments before that date.   
Where  the  gold  is  held  by  a declarant in his 
capacity as a licensed dealer, he will be 
required to make necessary    entries    in    the    
accounts books, registers and documents main-
tained by him under the Gold  (Control) Act 
and take such other steps as are necessary for 
him to comply with the requirements of that   
Act in relation to such gold before 1st 
February, 

1976.   The   intention  is  that  whereas 



[Shri Pranab Mukherjee] past offences will 
be condoned, persons making declarations of 
concealed income and wealth should, 
hereafter, comply with the requirements of the 
law, Immunity under these provisions will, 
however, not extend in relation to gold or 
articles and ornaments made of gold which are 
seized by the gold control or customs autho-
rities prior to the declaration or which are the 
subject matter of pending proceedings  before  
such  authorities. 

Smugglers and foreign exchange racketeers 
who have been detained or for whose 
detention orders have been issued under the 
Conservation of Foreign Exchange and 
Prevention of Smuggling Activities Act, 1974 
have been specifically barred from the scheme 
of voluntary disclosure. Further, in order to 
prevent unscrupulous persons from taking 
unfair advantage of the scheme by making 
declarations in the name of benamindars, a 
specific provision has been made that nothing 
contained in the Bill shall be construed as 
conferring any benefit, concession or 
immunity on any person other than the 
declarant. As the hon. Members are aware, the 
scheme of voluntary disclosure has proved 
very successful. According to the latest 
available information, it appears that 2,45,350 
persons made declaration of income 
amounting to Rs. 744.36 crores. The income-
tax payable on the disclosed income works out 
to Rs. 240.99 crores, of which a sum of Rs. 
159.04 crores has already been paid. 
Concealed wealth has been disclosed in 
13,400 cases. The aggregate amount covered 
by these declarations is Rs. 834.11 crores. The 
wealth-tax in respect of the disclosed wealth 
works out to Rs. 7.67 crores, of which a sum 
of Rs. 4.19 crores has already been paid. 

The hon. Members will observe that the 
scheme of voluntary disclosure has brought 
out a large amount of concealed income and 
wealth which can now be channelised into 
productive fields in the   overall interest of   
the 

economy. The investment of the disclosed 
income and wealth into productive activities, 
instead of on ostentatious consumption, would 
increase national output and have a favourable 
impact on the price level. In addition to the 
income-tax and wealth-tax payable on the 
disclosed income and wealth, a substantial 
amount has been invested in Government 
securities which will be utilised by 
Government for projects of high social 
priority, like slum clearance and housing for 
low-income groups. These are substantial 
gains and justify the Government's decision to 
introduce the scheme of voluntary disclosure. 

In the end, I would like to assure the hon. 
House that the introduction of the voluntary 
disclosure scheme does not detract from the 
Government's resolve to combat tax evasion 
and other economic offences. In fact, the 
scheme forms a part of the Government's 
overall strategy to bring the black money in 
the main stream of the economy and should be 
regarded as complementary to the other mea-
sures taken in this behalf. 

Sir, with" these words, I commend this Bill 
to the House. 

The question was proposed. 

MR. DEPUTY CHAIRMAN: Now the 
Statutory Resolution and the Bill are open for 
discussion. But, I think, we should start the 
discussion jn the afternoon. The House stands 
adjourned till 2.00 P.M. 

The House then adjourned 
for      lunch at      fifty-eight 
minutes past twelve  of    the 
clock. 

The House reassembled after lunch at four 
minutes past two of the clock. 

The Vice-Chairman (Shrimati Purabi 
Mukhopadhyay)  in the Chair. 

THE VICE-CHAIRMAN (SHRIMATI 
PURABI MUKHOPADHYAY): Yes, Mr. 
Ganguli. 
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SHRI  SALIL  KUMAR    GANGULI (West  
Bengal):   Madam  Vice-Chairman,   I rise to 
speak on the Voluntary Disclosure of Income 
and Wealth Bill, 1976.   This Bill and the 
previous Ordinance which it is replacing has 
been a measure of persuasion and    coercion. Of 
course, there has been too much of persuasion  
and  less   coercion.       According to my Party, 
too much indulgence has been given to the tax 
evaders.   This tax evasion is now    the biggest 
social evil penetrating its roots into different 
strata of society and has assumed a very wide 
dimension.   It is sapping the very vitals of the 
national character    We    often    speak    about 
people    not    having   that   much    of character    
which      they      used    to have    but    one    of      
the      reasons why   almost   everybody   has 
become dishonest  or  is  intending  to  be dis-
honest is this taxation structure. Now it has to be 
admitted in  all fairness that a considerable 
amount of money and wealth     has been 
unearthed and a  considerable  amount  of  assets 
and income which was so far    concealed has  
come  into light.   It  is  said that something    is  
better    than    nothing Some achievement has 
been made   in this sphere.   If the money which 
has been  unearthed  goes  into  productive 
channels, it will improve the economy. But,   on   
the   contrary,   if   it   is  used again for hoarding 
and other purposes along with the money which 
has still not been disclosed, it will play havoc. 
Therefore, a proper climate should be created  so  
that  this  money  may  go into productive 
channels.   This money should be ploughed back 
into manufacturing units as far as possible and 
for this purpose the licensing procedures   and   
systems   should   be   reorganised. 

The Government should appreciate that the 
reasons for accumulation of this black money 
are of their own creation. This black money 
started accumulating during the war time and 
particularly it became a terrible phenomenon 
immediately after the war and attainment of 
Independence, 

when the    Income-tax    Investigation; Tribunal  
was   constituted.   Attempts were made at that 
time to   unearth black money which was at that 
time stated to be around   Rs. 400 crores or so.   
Instead of having schemes of persuasion,  at    
that  time,  efforts    were made    to    search and 
to intimidate. In  fact,     coercive     attempts     
were going  on  at  that  time.   As a  result, the 
money    went    underground    and generated 
further black money.   If at that time, the 
Companies    Act    and other    relevant    Acts      
had      been amended    and    suitably    re-
framed, this    kind    of    phenomenon    would 
not     possibly     have     taken     place. 
However,    this   tax   structure which has    
been    there    in    this    country for    the    last    
25    years    or    so    is becoming   more   
irrational   and     this does not take into account 
the inflationary   situation.   Due  to     inflation, 
the value of the rupee has fallen, but the wealth-
tax has not been re-structured.    Of course, the 
income-tax exemption   limit  has  been  raised.   
But this  is  very  nominal and it  has <not 
produced any good results.    As a result,  the 
income-tax  officers,  in  particular,  are  
overburdened with small cases  and  small 
assessees  and     they have no time to deal with 
the bigger cases.   This requires a lot of re-think-
ing  and  the   procedure  is   also  very 
complicated.   Justice    Sikri    of     the Supreme 
Court when he was a sitting judge made    the 
observation    which came in tKe papers also 
that, although he  had been  dealing with tax  
cases both as an advocate and as a judge,' he 
never knew the real intentions and the actual 
procedures under the    Income-tax Act.   The 
system is so complicated. 

Now, I think, Government should consider 
rationalisation of the tax structure as well as 
upward revision of the exemption limit of 
income-tax and wealth-tax. In fact, the amount 
of Rs. one lakh today of wealth-tax exemption, 
particularly in respect of dwelling houses, has 
become totally irrelevant due to inflation.   
The price 
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of land has gone up to such an extent that I do 
not think that many houses in Delhi can be 
valued at less than a lakh of rupees. This is 
not the proper way of doing things. Secondly, 
the procedure should also be simplified. Even 
the practising lawyers find it difficult today to 
fill up the various forms and returns and 
claiming exemptions and deductions etc. The 
whole structure and the whole procedure 
should be simplified and rationalised. A total 
overhauling of the tax-structure is really 
needed now. In this connection, I would say 
that the Government should consider, or have 
a second look at, the provisions relating to 
casual gains which in 1972 were brought 
within the purview of taxable income. 
Because of these particular provisions, many 
inventors and authors are now finding it 
unremunerative to devote their time and 
energy in the matter of writing books or in 
inventing things, and even if they do, tlhey 
want to try to sell surreptitiously the patent 
rights to the foreigners, and this leads to a 
great amount of corruption. 

With these words, I conclude. 

SHRI M. ANANDAM (Andhra Pradesh): 
Madam Vice-Chairman, the Voluntary 
Disclosure of Income and Wealth Bill, 1976 
replaces the Ordinance issued on the 8th 
October, 1975. We all know that the various 
Committees which have gone into the 
question of black money and tax evasion have 
suggested a number of measures for checking 
evasion. The latest Wandioo Committee has 
also suggested various measures. One of the 
major things that have been recommended by 
the Wancboo Committee was that we must 
tighten up the penal provisions and also have 
prosecutions so that tax evasion can 1»e 
avoided. As tihe hon. Minister has explained in 
his introductory remarks, before intensifying 
the prosecutions or the searches and seizures, 

the Government wanted to give one more 
opportunity to the people of this country to 
come forward with disclosures so that if there 
is any income that has been concealed or any 
wealth that has been concealed, they can 
disclose it and start with a very clean slate. 

In this context, I welcome the Bill and 
would say that it is a really a very good 
measure, giving one more opportunity for the 
tax-evaders though, of course, I realise that 
we are placing a premium on the dishonest 
persons as compared to the honest tax-payers. 

Madam Vice-Chairman, this morning the 
hon. Minister had given us certain figures with 
regard to the amount disclosed and the 
number of persons who have disclosed this in-
come, and he has also given the figures with 
regard to the tax that lh as been collected. He 
said that nearly 2,45,000 persons have 
disclosed an income of Rs. 740 crores which 
has resulted in Rs. 244 crores of tax. Madam, 
if we work out the average, the tax comes to 
30 per cent. And under the Voluntary 
Disclosure Scheme the minimum rate of tax is 
25 per cent on the first. Rs. 25,000 and 40 per 
cent between Rs. 25,000 and Rs. 50,000. The 
average works out to 30 per cent; the income 
that is disclosed is, on an average for each 
person, Rs. 30,000. I would like to ask the 
hon. Minister whether he is satisfied that all 
the black-marketeers who have amassed 
wealth, lakhs and lakhg year after year, have 
really and genuinely come forward to disclose 
all their income and take advantages of this 
Voluntary Disclosure Scheme. As I said 
earlier, if each person has disclosed only Rs. 
30,000, my analysis of the situation is tlhat 
this disclosure is made not by the so-called 
black-marketeers but just by such type of 
innocent persons who for some reason or 
other could not file returns but wanted to take 
advantage of the scheme and start with a clean 
slate. So, I still say that these black-marketeers  
who 
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have been making laklhg and lakhs of rupees 
and who have made lakhs and lakhs of rupees 
earlier are still at large and probably the 
scheme has not been taken advantage of by 
these [people. This is one thing which I 
wanted the hon. Minister of Finance to 
properly investigate and examine and see 
whether he is happy about the situation. We 
are, of course, happy in the sense that nearly. 
Rs. 250 crores worth of income has come out 
in the disclosures but that is not all and this is 
nothing, that is what I wanted  to say. 

Then, Madam, there is another thing which I 
wanted to state with regard to the rates of tax 
announced under the voluntary disclosure and 
the difference that is made between a person 
who disclosed it voluntarily and a person 
whose houses were raided, whose premises 
were raided and who has come under searches 
and seizures. In the case of those whose houses 
were raided they were allowed to spread over 
the undisclosed income over a number of years 
and offer it for tax purposes. This really ha3 
come in as a good advantage to those people 
whose houses were searched. The scheme says 
that under section 132 (5) of the Act if a search 
is made that person can get a spread-over of his 
undisclosed income over a number of years, 
that is, if say about Rs. 5 laklhs were found in 
his house, he can spread it over 10 or 15 years 
and account for a smaller rate of tax under the 
regular Income-Tax Act 1961 or the Income-
Tax Act of 1922. I have known cases where 
these tax evaders have taken advantage of the 
•spread-over for more than 10 or 15 years and 
paid less tax than the other person who has 
declared it in a lump sum in a particular year. 
This scheme has come as a disadvantage to 
other persons who had a marginal income of 
say Rs. 10,000 or Rs. 15,000 a year. If they had 
to take advantage of the disclosure scheme and 
if they have not been filing returns for  10 
years, they had 

4037 R.S.—6. 

to pay income-tax on the income of Rs. 
1,50,000 which has come to about nearly Rs. 
65,000. Whereas en a regular basis if he had 
paid the tax on Rs. 15,000 each year, the tax 
would have come to Rs. 1,000 per year or Rs. 
10,000 for all the ten years. So, this scheme 
has really worked to the disadvantage to those 
people who really wanted to come forward 
and make a disclosure. I know that the hon. 
Minister may say tihat because they evaded 
tax they come under the penalty clause. Even 
then it would not come to more than Rs. 
20,000 or Rs. 25,000 as against Rs. 65,000 
that they were asked to pay under the 
voluntary disclosure scheme. 

The other thing which I wanted to say is 
with regard to the tempo of searches and 
seizures that has been intensified in recent 
times. I quite appreciate that the Department 
has been making a very intensive searches and 
seizures in almos: all the States. But I want to 
know in how many of these cases have they 
been really successful. If I can say from my 
own knowledge, in the month of December in 
Andhra Pradesh, in the city of Hyderabad they 
carried four searches and all the four searches 
proved abortive. They could not recover 
anything. They did not got any undisclosed 
income or undisclosed wealth. Probably most 
of the searches and seizures are made on the 
basis of information given by certain 
informers. And we know that these days theSe 
informers not only try to get some 
commission out of it, but also they have 
another purpose behind it, i.e. just to see that 
the person whose house is searched is 
humbled. In many cases, the information 
given by the informers is shoddy. They want 
to blemish the image of certain persons in the 
eyea of the public, and that is why they give 
this informationn. So I suggest that there must 
be some provision in the Act that if on the 
basis of the information given by an informer 
nothing is found, he will be punished. 
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Then only this type of indiscriminate searches 
will he avoided. As we have seen from the 
statistics given by the hon'ble Minister some 
time ago, in nearly 2,000 searches that have 
been made, the concealed income is not more 
tthan 9 to 10 crores of rupees. This is very 
meagre for the number of  searches made. 

Another thing I want to say is that even now 
there are certain people who want to came out 
and disclose their incomes. I must say that the 
time of nearly two months given was not at all 
sufficient for some of the people to come 
forward and make disclosures. V/'hen we 
realise that in our country nearly 80 per cent 
of the population lives in rural areas, the 
scheme has not reached the villages at all And 
many of the villagers not only have consi-
derable cash with them but they have also 
been doing •money-lending business—lending 
money to the agriculturists. These people were 
not aware of the implications of the scheme. 
Therefore, tlhey did not come forward to make 
any disclosure. I am glad, anyway, that the 
hon'ble Minister has given an assurance some 
time ago that even riow such persons can 
come forward and make disclosures, and he 
has assured that the Department will take a 
very lenient view in the matter of levy of 
penalty and interest. I would suggest that if a 
disclosure scheme cannot be brought forward 
now, at least they can say that penal interest 
will not be charged and that the penalty will 
be minimum if anybody comes forward with a 
disclosure. This is necessary because there are 
a number of persons in villages who would 
like to come forward and make disclosures of 
their incomes. 

Madam, much emphasis has been placed 
recently on the rationalisation of the tax-
structure. We all know ttiat since 1961 when 
the present Act was introduced, every year we 
have 

been getting amendments in the Act and now 
the Act has become so complicated that it is 
not only difficult for the tax-gatherer to 
accurately interpret it, but it is also very 
difficult for the tax-cerlifier TO give a proper 
interpretation of the Act. This is one of the 
reasons why many people have been 
defaulters. There is another reason why we 
should immediately rationalize the entire tax-
Structure. While rationalizing we have got to 
achieve two purposes. One is simplifying the 
entire law SO" that it is understandable even to 
the common tax-payer. The second thing is by 
rationalizing we make the system so easy that 
nobody tries to evade. That means, we reduce 
the rates of taxes in such a way that the person 
trying to pay tax finds it very convenient to do 
so and he has no desire to evade it. This, I feel, 
is necessary and should be done immediately. 

Madam, there is one way of simplifying the 
entire law. We know that nearly 50 to 60 per 
cent of the tax laws come under the penal pro* 
visions, whether it is in the nature of a penalty 
or a prosecution. If we have one common law 
for economic offences, whether it is under the 
direct taxes or indirect taxes, and we codify all 
the penal provisions under one law—we can 
call it the Economic Offences Law—the entire 
Act becomes very simple and understandable. 
That I think is a measure which I request the 
hon. Minister to consider—to tone up the 
administrative  system. 

Finally, I want to say that recently the 
Public Accounts Committee ha3 given a 
report. About the administration of the 
Department they have made various 
recommendations, which are very revealing. 
They say that the efficiency of the Department 
is at a very low ebb. If we want that all tax-
payers pay their legitimate taxes or the officers 
collect the legitimate taxes, there & need for 
training up the entire adrrrin?- 
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istration. They have also suggested that the 
internal audit must be strengthened. That 
means that more officers should be appointed 
for this purpose. I suggest that the Govern-
ment must take very serious note of these 
recommendations and implement them. With 
these words, I support  the  Bill. 
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"A voluntary disclosure scheme is an 
extraordinary measurement for abnormal 
situations such as after a war or at times of 
national crisis.   Resorting to such a 
measure 

during normal times and that too 
frequently, would only shake the 
confidence of the honest tax-payer in the 
capacity of the Government to deal with the 
law-breakers and would invite contempt for 
its enforcement machinery. Any more 
disclosure scheme would not only fail to 
achieve the intended purpose of unearthing 
black money but would have a deleterious 
effect on the level of confidence among the 
tax-paying public and on the morale of the 
administration. The idea of introduction of 
any general scheme of disclosure either 
now or in future is, therefore, strongly 
opposed.' 
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SHRIMATI SUMITRA G. KUL-KARNI 
(Gujarat): Madam, Vice-Chairman, please let 
me take this opportunity to congratulate our 
Minister for this Voluntary Disclosure 
Scheme which has now been presented to this 
House as a Bill. Madam, I am a little surprised 
that all the Members on the Opposition side 
have been deriding it. 1 personally think that 
in the past attempts were made, but at least 
now, for once, we have succeeded, and We 
havg succeeded in breaching the parallel 
economy that was going on in thig country. 
After all, we must recognize the efforts put in 
by the Government. Whether we like it or not, 
it was a successful effort to a great degree. 
And if this is a successful effort, at least there 
is hope and that in future there will be more 
successful efforts. So, here is a question of 
appreciating the intentions of the 
Government. The results are also quite 
commensurate with our expectations. 

Madam, at least Rs. 1500 crores of wealth 
has been flushed out, and we will be getting 
about Rs. 300 crores by way of taxes on this, 
including wealth-tax and income-tax. Now, 
Madam, of course, this has shown one thing: 
Thig country has got a vast amount of black 
money available. One can easly say that about 
Rs. 1500 crores black money js still flowing 
round in the country. This has assured the 
Government that there is such a thing 
available. This particular Bill will encourage 
the Government to take further steps in the 
right direction. 

"Mr. Tyagi, your Indians are trying to 
corrupt my officers. I will not tolerate that." 
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[Shrimati Sumitra G. Kulkarni] Another very 
good point which occurs to me is that, 
Madam, once this •wealth has been declared 
and it has been put as white money, it can 
never go back into black money. This means 
that for years to come we will be get-tiig 
recurring wealth-tax on this mc aey; this is not 
a gain only for this yenr but this is a perpetual 
gain in the years to come also. 

Another small point also, which is in favour 
of this scheme, is a side benefit which we 
have received, and I am sure the hon. Minister 
has noticed it. For the information of the 
House, Madam, as well as for your 
information, I may say that for the last year 
and a half, so many raids were conducted, so 
much material and so many books of accounts 
were seized, and all these were piled in the 
Income-tax offices, and they were not being 
cleared. We just did not have any other 
machinery to handle it. Thanks to this 
Voluntary Disclosure Scheme, at one stroke 
this blacklog of work in the offices has been 
cleared and the headaches of the Income-tax 
Department and the Ministry of Finance are 
considerably reduced. 

Similarly, Madam, under the Income-tax 
Act there are the Acquisition of Property 
Rules. Under this head also, innumerable 
cases were pending in courts for the last more 
than 10 years. They were becoming a 
nightmare. They have also been cleared at one 
stroke. This is the achievement part of this 
thing. These are minor achievements, but they 
have far-reaching results. In this connection, I 
would like to sincerely commend the work 
that has been done by the Ministry of Finance 
and the Government. 

However, Madam, there is never any Bill 
which can be a perfect Bill. After all, it is a 
human effort and there are bound to be 
weaknesses. I would like to urge upon the 
Minister that when I do point out the weak- 

nesses, the intention is not to deride in the 
least. It is only to examine ourselves and to 
find out what are the possible loopholes that 
have been left out and what We can do to 
make up for these things which are bound to 
be left out in the first attempt. Madam, the first 
thing that occurs to me and which other 
Members here have also mentioned, is that an 
honest assessee feels like a fool. When he was 
honest two years ago, he was paying 97.7 per 
cent of income-tax. Since last year, he is 
paying 77.7 per cent of income-tax. Now, 
today under this Voluntary Disclosure 
Scheme, a man gets away with merely 60 per 
cent. If only he had been dishonest, he would 
have straight way saved 39.7 per cent. He feels 
cheated that his honesty has not been recognis-
ed. In fact, this Voluntary Disclosure Scheme 
puts a premium, if I may say so on dishonesty 
and a premium on default. I am sure the 
Government do not want such a thing and they 
would like to rectify this situation also. 

There is another small thing. Under this 
Scheme, a man who has not filed the current 
year's return, can also disclose. Now, an 
honest person who has filed the return for the 
current year will be paying income-tax at 77.7 
per cent, but the man who has taken advantage 
of this Voluntary Disclosure Scheme will be 
paying at the rate of 60 per cent. This is an 
anomaly. For the very same year, one man 
will be paying 77.7 per cent and the other 
person who wants to cheat and do underhand 
things will be paying 60 per cent. This aspect 
will have to be borne in mind and we should 
try to improve upon this weakness of this 
particular Bill. 

There is another thing which our 
distinguished friend, Mr. Anandam, also 
brought out. He, of course, brought out the 
point very well that only 30 per cent of the 
persons have disclosed. If we look into all the 
disclosures, I am afraid that there will be  
benami  disclosures  or  even 
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fictitious disclosures under the name of A, B 
or C. In this way, maximum benefit is availed 
of with the minimum disclosures. Their 
method is to get back this money by way of 
loan or by some other method. The real per-
sons who are the real sharks of this business, 
are not netted. They are getting away by using 
this scheme in the name of minors, fictitious 
servants or other persons. This should also be 
looked into. 

Madam, there is another thing which occurs 
to m'e. It is that by our systematic attempts 
during the last 4 or 5 months, we have helped 
the lower income group by rising the lower 
exemption limit of income-tax from Rs. 6,000 
to Rs. 8,000. Very good. It was very essential 
and it should be there. We have also helped 
the high income group by bringing down the 
rate of income-tax from 97.7 per cent to 77.7 
per cent. Over and above this, now comes this 
Voluntary Disclosure Scheme and we have 
been forced to reduce it to 60 per Cent. But 
what about the salaried classes and middle-
class people? They are not getting any benefit. 
The bulk of the income-tax comes from the 
middle-class group people. They are feeling 
let down. They are not getting the kindly hand 
and the more considerate aspect of the 
Government's attitude. As there is a salaried 
class and a professional class, there is another 
class where the logic acts differently. And that 
is, there are innumerable persons in the 
villages, belonging to the middle-class, who 
are not paying any income-tax This real 
middle-class is not paying income-tax because 
it is a tremendous temptation and incentive to 
evade taxes under the present tax structure. 
Now, this is what is fTap-pening. These are 
some of the things which we have to take care. 
The salaried class also should get some benefit, 
and the middle-class which is escaping the net 
of income-tax should also be brought into it. 

Madam, against these weakness of this Bill, 
I would like to submit a few suggestions. 
These are my humble suggestions but may be 
administratively quite effective in the present 
circumstances, and I would recommend them 
for the kind consideration of the hon. 
Minister. Madam, the real remedy for cutting 
down the evasion and the default is to reduce 
the rate of taxation. Already, under this 
scheme, we have reduced it to 60 per cent. At 
least, in future, the percentage should never be 
more than 60. If we achieve this thing, I think, 
We would be really gaining much more than 
what we are getting today. Madam, today the 
benefits have been given to the top sector and 
to the bottom sector but the middle sector is 
left out. So, my suggestion is that the benefits 
should be equally spread over to the entire 
income-tax-paying sector by cutting down ten 
per cent tax rate from each slab. The top slab 
has already got reduction by 37 per cent. But 
the rest also should be given ten per cent 
reduction. But, of course, we will be losing 
revenue. My point is that the loss of ten per 
cent will be set off very much by gaining on 
the cut-down of evasion, and many people 
will be less tempted to evade and commit 
defaults, and thereby the chances are that our 
recovery will be much more than our loss of 
ten per cent of revenue by reducing this tax 
rate. Madam, as you know, after the Second 
World War, Japan reduced the taxes by half. 
They just slashed the taxes by 50 per cent and 
within five years, the revenue return was 
doubled up. I do not say that you do it. But the 
Government should hear this thing in mind 
that if it is within reasonable limits, people 
will be more interested in being honest and 
there will be a premium on honesty instead of 
a premium on dishonesty as h happening 
today. Now, I will just illustrate a small point 
which is not really relevant under the present 
circumstances because we" no longer have  
97.7 per  cent    taxation. 
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[Shrimati Sumitra G. Kulkarni] 
But about two years ago, Madam, Rs. 2,300 of 
black money was equal to Jls. 1 lakh of white 
money. Naturally, the temptation was 
tremendously great that it was so easy to evade 
taxes on Rs. 2,300 while it was much more 
difficult to put in the effort to earn Rs. 1 lakh. 
Under those circumstances, even the most 
honest person, the law-abiding person, was 
forced and felt like giving up his cultural tenets 
and taking to this new method. They felt, may 
be, dishonesty will pay us, at least, will satisfy 
our urge for initiative and entrepreneur-,ship. 
But, Madam, this is only a part ,of the 
monetary loss. But the thing which is much 
worse than this monetary loss and which 
worries me is that the intellectual integrity 
which was suffering. The best talent in this 
.country, the highly intelligent people, the best 
financial brains and highly talented people 
were engaged in financial jugglery, in 
manipulating the business and in hood-winking 
the Government instead of being engaged in 
increasing the productivity of this country. Just 
imagine if this talent was available for some 
creative work, for productive work, and for 
increasing the industrial production of the 
country, what would have been the gain? So it 
is essential that we do give them scope for 
working because these talented people have 
adopted this kind of anti-social attitude which 
was reflecting on the entire society and was 
affecting the moral code of this country. Now 
at least we have taken a reasonable step and 
that should reduce the temptation for these 
persons and they will divert their energy for 
better productivity in the country. Therefore, it 
is essential that we think on the lines of curbing 
our taxation. 

The second suggestion is about the lowest 
exemption limit which is Rs. 8000 today. 
Madam, under the present circumstances,  this 
Rs.  8,000 

is not really much of an income. My humble 
suggestion would be that it should be raised to 
Rs. 12,000. I remember that the hon. Finance 
Minister had said that the loss of revenue will 
be so great that we cannot afford it. When the 
present exemption limit of Rs. 8,000 was 
announced, at that time also we were there and 
I had argued about it and I was told that the 
loss would be so much that we could not 
afford it. Madam, I have tried to calculate it 
and it works out to somewhere between Rs. 15 
crores and Rs. 20 crores. Even if it comes to 
Rs. 30 crores, it is really not such a big loss, it 
will rather boost up the morale of the lower 
classes. Much more than that, our Income-tax 
Department is over burdened, working on 
petty cases of income-tax asses-sees. They 
have to waste their time on such petty cases, 
sending summons, preparing papers and all 
that. Even the administrative machinery to 
handle these cases would cost more than Rs. 
30 crores and I feel that we would be saving so 
much by increasing this exemption limit. So it 
is not at all disadvantageous. The Ministry of 
Finance should raise this limit to Rs. 10,000 
and we will still be gaining rather than 
suffering any loss. 

My third point is that we have now 
generated a tempo in our country by raids, 
seizures and other measures but this tempo 
cannot be continued for a long time in its 
present intensity. This work is so stupendous 
and so wide that no one machinery can handle 
it. We are not equipped with that kind of 
machinery today to handle this kind of a 
situation. I feel that we may select some 
special industrial sectors, just a small segment 
of the industry, may be textiles, or sugar 
industry or cotton and 'jute industry and our 
machinery should concentrate on that only. 
The entire effort of the Government should be 
to examine only that particular industrial 
sector.   They may leav« free all 
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the rest. Let the Income-tax Department and 
the Ministry of Finance have all the 
opportunity of carrying it out properly and 
thoroughly. They can impose a deterrent 
punishment, if necessary. 

Another suggestion that I have to make is, 
under section 143(1) of Income-tax Act, 
Madam, we should take all the income-tax 
returns which are filed, at their face value. We 
should not waste time scrutinising them and 
haggling with them and arguing with them, 
and we should ask the people to pay tax 
according to the returns filed by them. Under 
this scheme, automatically collection of taxes 
will be made. It will relieve the departmental 
officers of the drudgery of going through the 
returns. The Department could take up ten per 
cent of these cases, where such returns have 
been filed, and examine them in absolute 
detail and do a thorough job of it and take 
them to logical conclusions. By this system, 
not only will the department be able to 
examine those cases thoroughly but it will also 
give sufficient time to the Department to 
concentrate on more and more important cases 
of disclosures. So this is the system which 
should be tried because, Madam, I feel that it 
is much better and much more effective to 
examine ten Per cent of the cases thoroughly 
rather than go on ineffectively tinkering with 
each individual case without much success. It 
is much better that we concentrate on ten per 
cent of the cases. 

Lastly, I would like to suggest 
that we should strengthen the in 
come-tax machinery. We want that 
the entire black money in this coun 
try should be unearthed so that the 
parallel economy is eradicated. I do 
not say that it will be eradicated 
completely, but it can be curbed to 
; a greater extent. For this, it is essen 
tial that the department and the 
income-tax-collecting machinery 

should be strengthened.    This is the premier 
revenue-earning    agency    in our  country.   
But     unfortunately,—I am  sure  the  House 
will agree  with me—we treat this service most 
shabbily.    Most of    the    people    in    the 
country  look  at  the  income-tax officers with 
suspicion.    If we want that they    should    do    
their    work   with honesty, integrity and 
enthusiasm   in their hearts for the benefit    of    
the country, it is essential that we should 
recognise their merit.    It is good that the hon. 
Minister has given them one month extra 
salary.    This is a token gift.    What we should 
really do is to make their working conditions 
better and improve their promotional prospects 
so that they may feel encouraged to  work  
better.    If , we want  to recognise their 
services to the country,  the least that we can 
do is to place  the  income-tax  service  on  par 
with the  Indian Administrative  Service.    
Why should the Indian Administrative  Service    
have    superiority over    the    revenue-earning    
service? Today,   a   young  junior    Income-
tax Officer Class II takes vital decisions and  
decides  cases worth  lakhs  and lakhs of 
rupees without any help. If he can exercise this 
kind of ingenuity at this young age on a little 
salary, certainly this country and this Gov-
ernment  should have  the    magnanimity to 
recognise this and place the service on par with 
other services, if not higher.   If we do this, I 
am sure every income-tax officer in this coun-
try will hold his head high and will do his best 
for the country.   We want that the entire black 
money in this country should be unearthed so 
that this can be made use for accelerating the 
industrial growth, for eradication of poverty 
and for implementing the twenty-point    
programme.    For    all these  purposes,   it   is   
necessary   that we should instil a sense of 
confidence in the minds of the income-tax offi-
cers and place the service on par with the 
Indian  Administrative  Service. 

[The Vice-Chairman (Shri V. B. Raja) in the 
Chair] 
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SHRI DHARAMCHAND JAIN (Bihar): 
Sir, I thank the hon. Minister and the 
Government for this timely measure. No 
doubt, it has fetched Rs. 1500 crores and 
about Rs. 250 crores by way of tax. But at the 
same time, there was a great rush on the last 
day and I think the Ministry of Finance should 
have extended the time at least by a fortnight. 

Now, why is this black money generated? 
First of all, black money is a wrong name; it 
should be 'unaccounted money'. Why is this 
unaccounted money generated? First of all, 
the rate of taxation is so high and there is no 
incentive for honesty. Therefore, conditions 
have to be created so that people may become 
honest and incentives should be offered to 
them to pay the taxes honestly. I would appeal 
to the Minister that when he presents the 
Budget, he should consider reducing the tax 
limit to around 50 per cent. Strong measures 
can be taken if there is tax evasion even then. 
As it stands today, the Income-tax Act, after 
various amendments every year, has become 
very complicated. Even for the lawyers and 
the assessees it is difficult to keep track of 
them and I think even the officers of the 
departments sometimes get lost with these 
amendments. I request you to look into this 
and possibly have a new Act in 1976. 

The Administrative cost in the Finance 
Ministry should also be reduced. In the 
Income Tax Department, paper work by the 
assessees and the ITOs is too much. You have 
to introduce some system whereby a return is 
accepted. You have to accept the returns as 
filed and in some stray cases you can make 
inquiries and complete the assessment, if 
necessary. Under the present system, a man 
has to run at least ten to fifteen times if not 
more. So, this sort of wastage of time on both 
sides can be avoided and 

the officers can give you better results if you 
introduce some new system. 

You have said in the statement that there 
have been about 2,000 raids and seizure of 
about Rs. 17 crores. But the amount of tax you 
are going to get out of that is not known to any 
of us. It should also be made clear as to what 
would be the revenue out of those seizures and 
whether conducting the raids, the amount 
spent on them and the exercises done were 
really worth or not. 

As you know, now there is a great demand 
for building industries in various areas and also 
for starting industries in the backward areas. 
As it is asid that the unaccounted money is 
still in circulation. I want to know whether it 
will be worth while for you to consider 
allowing, up to a certain period of time, 
investment of such unaccounted money in the 
industrial sector, without asking them from 
where the money came. 

With these words, Sir, I support the Bill. 

SHRI B. RACHAIAH (Karnataka): Mr. 
Vice-Chairman, Sir, I rise to support the Bill 
that has been brought forward by the 
Minister. The Bill seekg to replace the 
Ordinance of the 8th October, 1975 and as 
amended on the 21st November, 1975. 

Sir, many hon. Members have given their 
views 0n this Bill. Our efforts for getting the 
undisclosed wealth and income tax disclosed, 
have not proved effective in earlier years 
according to the figures furnished by the 
Minister. I must congratulate the Minister for 
the timely and correct decision in 
recommending to the President to issue such 
an Ordinance. Now the conditions are created 
in such a way that to those people who did not 
disclose their wealth 0r income, there is no 
other go except to disclose them.   If the 
department had 
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not taken vigorous steps by searches and 
raids, I think it would not have given them 
any deterrent to disclose their wealth. Even 
though the measures taken by the department 
in searching have not given sufficient money, 
they cautioned, and acted as a deterrent to, 
those who had not disclosed them. Such a 
situation was created and another condition 
also was created by giving them some in-
centives under taxes and some immunity from 
confiscations penalty and prosecution under 
the Gold Control Act      and       Customs      
Act      1968. 

The first variety is of those people who 
disclose their incomes now volun. tarily. They 
will be given a certain concession rate of 
interest on the tax that will be payable by 
them. Except in the case of raids and seizures, 
the declarants will have certain benefits 
between 40 to 60 per cent tax concession and 
they will not be penalised for having not 
disclosed earlier. This is really an 
encouragement and a good condition to those 
people to come forward to disclose their 
wealth. The people who have declared their 
wealth earlier and those who have given their 
assets correctly, they should be given certain 
further relief for being honest. That was the 
argument made by some of the hon'ble 
Members. I agree with them that they also 
need some encouragement. Sir, according to 
the reports available, the black money is still 
having an overriding influence over our 
economy. We have not been able to unearth all 
the parallel money that is there in the country. 
Therefore, we have not been able to bring 
down the prices to the extent we wanted and 
we have to see that the honest people, honest 
officers, are encouraged. Therefore, Sir, I was 
pointing; out that the undisclosed wealth is 
still there. It requires further consideration 
whether we should give some more time to see 
that the undisclosed wealth comes out. There-
fore, our attempts in respect of searches and 
raids should continue    re- 

lentlessly on the one hand. And on the other 
we must give some more time to those people 
who have not been able to avail of this" 
opportunity and concession to disclose their 
wealth. Sir, while speaking on the motion of 
thanks on the President's Address, I fervently 
appealed to the Government that some more 
time, if given, will not be in vain. It will really 
be a gain to the Exchequer in terms of getting 
more concealed wealth for assessment in 
future. Up till now income and wealth of 
about Rs. 1500 crores has been disclosed, out 
of which Rs. 250 to Rs. 300 crores by war of 
taxes will be coming to the Ex chequer year 
after year. 

Sir, Mr. Jain has also made a proposal that 
those people who are having all this parallel 
money or black money or tax evaded money, 
they should be allowed to invest it in an 
investment which will increase production in 
the country—be it in our industrial 
development, or be it in the form of 
agricultural development. Sir, I looked 
through the reports of some of these 
committees and nowhere in the world so 
much of tax evasion is there in India. And, 
Sir, rightly last year and the year before we 
gave some relief to the assessees. We must 
create a condition in the country that the 
honest way of living alone is helpful to them 
and gives them an honourable place in 
society. Therefore, the people will realize that 
the Government is honest, the officers in-
volved are honest, and the dishonest way of 
dealing with things will never help them. 
Officers should not only be efficient but also 
be honest. Their integrity should be above 
board. This occasion may be utilised to *reed 
out dishonest officials in the Administration. 

I am not saying for a moment that all the 
officers who are there in the Income-tax 
Department are honest or dishonest. There 
may be a few black sheep. But there are good 
officers also. What have you done for them? If 
they have found out any income or conduct 
any raid, have you 
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[Shri B.  Rachaiah] 
given them any incentive by way of advance 
promotion or by way of recognising them 0n 
important days like the Republic Day or on other 
important national holidays? You have not given 
them any such encouragement. In the police 
department police medals are given to them for the 
meritorious service that they have rendered. But in 
this department you have not encouraged them to be 
more honest, to use their skill and ability to their 
utmost. I was hearing Mr. Anandam when he 
suggested that some of the raids have been 
conducted only on the information received by the 
department, and some proved to be futile and no 
income or wealth was found out. Undisclosed 
money was also not found. In such cases what 
prevents the department in publishing that such and 
such a house was raided and that nothing was found. 
That will really give relief to the person whose 
house has been raided. This is for the consideration 
of the Minister because it will give him the lost 
prestige or status in the society. 

I was thinking whether it is not possible for the 
Ministry to reorganise its statistical division for 
colecting correct data and the materials required for 
the future rationalising of the law that the Ministry 
is contemplating. Unless this is done, whatever laws 
we are making here, we will be making them only 
on the assumption and in the absence of correct 
figures. Therefore, such a cell is necessary in the 
Ministry so that we get correct information and we 
are able to assess really what is the law that is 
required for rationalising the tax structure. 

With these words, I support the Bill that has been 
brought forward by the hon. Minister. I congratulate 
him once again for the earnest efforts that he has 
taken in getting for the exchequer so much money 
and for creating a condition in the country that those 
people who have declared their wealth will not be 
punished afterwards and to have brought them to 

the path of rectitude and    responsibility. 

 



189       Voluntary Disclosure of       [ 22 JAN. 1976 ] Income and Wealth    190 
Bill, 1976 

 



191    Voluntary Disclosure of   [ RAJYA SABHA. ]       Income and Wealth      192 
                                                                          BUI, 1976 

 



193     Voluntary Disclosure of       [22 JAN. 1976] Income and Wealth    194 
 Bill, 1976  

 

THE MINISTER OF STATE IN CHARGE 
OF THE DEPARTMENT OF REVENUE 
AND BANKING (SHRI PRANAB 
MUKHERJEE): Mr. Vice-Chairman, Sir, I am 
grateful to the honourable Members for 
supporting the provisions of the Bill. Even 
Mr. Yogendra Sharma, while moving his 
Resolution for disapproving the Ordinance, 
has, by and large, supported the various 
measures taken by the Government to fight 
black money and to plug the loopholes 
through which black money is being 
generated and operated. 

Sir, while making my introductory remarks, 
I also made it clear that the Scheme  of  
Voluntary     Disclosure  of Income and Wealth 
is not an isolated measure and it should not be 
treated out of context.   For quite some time we 
have been taking measures to fight black 
money  and searches  and seizures and various 
other measures have been intensified as a result 
of which it was found necessary, and    it was 
thought advisable,    to    introduce     a scheme 
like this which might provide an opportunity to 
the tax dodgers to come forward and make 
their accounts clean and to resort to the path of 
civic rectitude.    There is no    denying the fact 
that it can be seen from the figures which  I  
have  quoted     that,  by  and large, they have 
responded to    this. But, Sir, at the same time, 
it has to be kept in mind that in a country like 
ours the taxation policy is not just an economic 
exercise, but it is something which has 
manifold objectives and it is a complex one 
and the    problems cannot be sorted out or 
solved merely by one or two    measures    like    
this. I would not like to enter into    the 
controversy  about   the     quantum   of black 
money,    whether it is Rs. 7000 crores or Rs. 
14,000 crores, as has been suggested by some 
Members, quoting some reports from here and 
there.   If we accept the basis fact that quite a 
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substantial quantum of black money has been 
generated during the last few years ai.;l it is 
distorting our economic activities to a 
considerable extent, even from that premise 
we shall have to come to the conclusion that a 
sizeable amount of income and wealth have 
come and that will contribute to tho 
mainstream of the economy. 

While making his observations, Mr. Sharma    
indicated    that    when    the Scheme was in 
operation, we reduced the number of raids.   
Sir, it is not correct.    And, if I may be 
permitted to say so, I can tell that there was 
even intensification   of  raids   during     that 
period.    I would not like to mention any 
particular name  here.    But even some  of  the  
very  big houses     were subjected to raids and 
searches which created an atmosphere m    
which the Voluntary    Disclosure    Scheme    
was successful to some extent.   And if we look 
at the figures of the number of raids, searches 
and seizures conducted by the Income-tax 
Department during the last 9 months, from 
April 1975 to 31st December 1975, we shall 
find that the  total  number  of raids was 2061. 
Sir, the total number of raids during this period 
in the last year was 1615. Therefore, the 
number of raids has increased.    As I have 
mentioned in the other House, this is a 
continuing effort. We have taken certain    
measures by amending the Income-tax laws as 
per the recommendations of the Wanchoo 
Committee,  by intensifying     searches i-\d    
raids and    by    enhancing    the 

•*iwers of the Incometax Department. 
'ot only    that,  we have  done    ihat en by 

enhancing penalties and link- 
ig up the    quantum of    punishment 

with the amount of tax evasion. We xiave 
taken these measures, and this is a continuing 
exercise. 

But, at the same time, as I was pointing 
out, Sir, it has to be kept in mind that in a 
situation in which we are living, we cannot 
keep our eyes shut to the realities. I would 
like to give juat one information to hon. 
Members.    When,  last year, we con- 

ducted a survey, as a result of which quite a large 
number of new assessees were brought within the 
tax net, quite a large number of them, out of 2 
lakhs, belonged to liberal professions such as 
Law, Engineering, Medicine, Accountancy, etc. I 
have nothing    to    speak against  any particular    
profession or against any individual.    But it is an 
indicator that eeven the cream of the socety ,even 
the elites of the society, resort to tax evasion or 
tax avoidance. Therefore,  merely  by     
strengthening the administrative machinery or 
merely by plugging the loopnoles here and there, 
the problem of tne generation of black money, tax 
evasion and avoidance cannot be tackled 
altogether. I do, therefore, entirely agree with Mr. 
Yogendra Sharma that a strong public    ; opinion 
has to be created in the society where the society 
as such would disapprove of these types of    
economic offences.    We  have     disapproval     
of other types of    social offences.    That kind of 
social disapproval for economic offences is 
needed to arrive at a permanent solution, an 
ultimate solution,  of the menace which    is being 
created by the generation and operation of black 
money. 

Mr. Vice-Chairman, Sir, while making  their  
observations,  certain     hon. Members wanted 
to know what steps we are going to take, so far 
as    the simplification of procedures and other 
types  of measures  which     may     be broadly   
termed  as  rationalization  of the  tax  system,  
are  concerned.    You will appreciate  and I  
hope the hon. House will appreciate that it is, a 
pre-budget session and it would    not be 
possible for me to dwell on that subject in 
detail.   But what I can tell the hon. Members is 
that this is also an exercise  which  is made  
continuously. We are trying to improve our tax 
system.    We are trying to improve   our 
machinery.    Various amendments are being 
brought forward.   I cannot rule out the 
possibility that, in that process, sometimes it 
becomes more    complex instead  of becoming 
simplified.    But, in a developing economy    
like    ours where   this instrument is being 
utilis- 
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ed not merely for releasing certain revenues, 
but, at the same time; also for doing away 
with the economic disparities which are 
prevailing in the various strata of the society 
on the one hand and for creating an atmos-
phere of savings and investments on the other 
hand, sometimes complexity of the law 
becomes unavoidable. At the same time, I can 
assure the hon. Members that so far as 
simplifications is concerned and the 
procedural matter is concerned, we are alive 
to the problem. We are trying t0 sort it out and 
to make it simpler as far as possible. A 
constant exercise will be made in that 
direction. 

While making his observations, Mr. O. P. 
Tyagi, rather critically, suggested that the 
policies of the Government are responsible for 
the generation of black money. Sir, I would 
most respectfully beg to differ from his 
observations. It is not the policies of the 
Governments. Partly, we can say that the 
socio-economic conditions in which we are 
living today are responsible. As the figures 
which I have indicated would clearly show, 
neither the lower income group nor the 
working class people or the common people 
are committing these types of economic 
offences. The elites are committing these 
types of economic offences. Either they are 
doing it themselves or they are helping it. The 
criterion of successful lawyer depends on how 
much money Tie earns. Whether he earns the 
money by clearing income-tax. cases or by 
showing his legal excellence otherwise is not 
being taken into consideration. In a system 
like this, whatever legislative and administra-
tive measures we may have, it would not be 
possible for us to rule out the possibility of 
generation of block money through tax 
evasion or tax avoidance. 

He has suggested that perhaps all those 
people who resorted to take advantage of the 
voluntary    disclosure 

schemes on earlier occasions have come 
forward and taken advantage of the present 
scheme. Perhaps, it would be too much to 
come to that conclusion. I have some figures 
with me about the earlier disclosures. In 1951, 
the total number of disclosures was only 
20,912. There were two schemes in 1965—
60:40 Scheme and the Block Scheme—and 
the total number of disclosures under these 
two schemes taken together was 1,16,000 and 
odd. This time, the number is 2,58,000. 
Therefore, even if we come to the conclusion 
that all those who availed of the opportunity 
on the earlier occasions have taken the 
opportunity for this disclosure also, there is a 
big gap and some new people have joined. Sir, 
he wanted to know what type of people and 
particularly what income group of people have 
taken advantage of this opportunity. It would 
n°t be possible for me. As I have already 
indicated 2,58,000 assessees have made 
declarations. It was done in different parts of 
the country and the computation is still going 
on. Even there is a difference in the figure 
which I gave in Lok Sabha and the figure I 
have given here today because from various 
parts the information is still coming. 
Therefore, it will take quite a good deal of 
time to arrive at the actual figure and to 
identify as to how many assessees from which 
income level made the declarations. 

Sir, Mr. Yogendra Sharma made the 
observation and Mr. Anandam corroborated it 
to some extent that most of the raids which we 
are conducting are infructuous. I would like to 
submit most respectfully, Sir, the picture is 
otherwise. Most of the raids have been 
successful. There may be one or two raids 
where there has not been sufficient material, 
but most of the raids conducted by the 
Income-tax Department people today are 
successful. We are in a position to seize not 
only assets but also valuable documents which 
indicate tax evasion to a considerable extent. 
In that connection, Sir, Mr. Anandam 
suggested: Why are we not penalising the 
infor- 
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mers if they give any wrong information? 
There too, Sir, there is an element of risk. 
There are certain provisions that informers are 
to give certain particulars. But if we want to 
make it a point to penalise him if his 
information is wrong, then nobody would 
come forward to give information, and it 
would not be possible for the Department to 
build up the intelligence wing to such an 
extent that they will get and collect all sorts of 
information of tax evasion and tax avoidance. 
There is no denial of the fact that on the basis 
of the information we are getting from various 
informers, quite a number of successful raids 
have been conducted. It is to be kept in mind 
that here the tax evaders and tax avoiders are 
not ordinary type of p*eople. They have a 
control over the society. They are respectable 
men in the society because of the power of 
their money bags. Therefore, when the 
informers come to leak some information, 
they take some amount of risk, and that 
amount of risk is there. I think, it would not 
be wise to add to that risk and to bring them 
to a more disadvantageous position. But at the 
same time, Sir, the Department makes some 
scrutiny, they make some examination before 
they initiate the raids and searches on the 
basis of the information available to them. 

Sir, while making her observations, Smt. 
Sumitra Gandhi Kulkami suggested as to what 
we are going to do about the Income-tax 
Depv+ment. I am really glad that she has 
appreciated the stand taken by the 
Department. This is the Department which 
was criticized many a time on the floor of the 
House. But at the same time, Sir, perhaps, you 
will agree with me, and the hon. House will 
agree with me, but for their untiring efforts 
and seriousness, it would not have been 
possible to bring this much amount of money 
to the mainstream of our national economy. 
So far as the problems of promotion and 
improvement of their working conditions are   
con- 

cerned, these matters are receiving the 
constant attention of the Department. But at 
the same time we cannot sort out these 
problems because these have ramifications in 
other areas also. Whatever is possible for us to 
do within the limited power of the 
Department, we have done it. Regarding other 
matters, there are certain actions and reactions 
in various other similar type of services. We 
shall have to keep that in mind. But I 
appreciate the good gesture she has shown to 
the Department. 

Sir, I think, the major points which the hon. 
Members mentioned have already been 
covered by me. Again I express my^gratitude 
to all the hon. Members for giving snpport to 
this Bill and I hope that this Bill will receive 
the unanimous support of the House. 

SHRIMATI SUMITRA G. KUL-KARNI: I 
suggested that only a segment of the industry 
should be taken up for a concentrated effort 
and also only 10 per cent of the cases should 
be taken up rather than taking up all the cases. 
It is only a departmental administrative 
suggestion. 

THE VICE-CHAIRMAN (SHRI V. B. 
RAJU): I shall first put the Resolution to vote.   
The question is: 

"That this House disapproves the 
Voluntary Disclosure of Income and 
Wealth Ordinance, 1975 (No. 15 of 1975) 
promulgated by the President on the 8th 
October, 1975." 

The  motion  was  negatived. 

THE VICE-CHAIRMAN (SHRI V. B. 
RAJU): I shall now put the motion to vote.   
The question is: 

"That the Bill to provide for voluntary 
disclosure of income and wealth and for 
matters connected therewith or incidental 
thereto, as passed by the Lok Sabha, be 
taken into  consideration." 

The motion was adopted. 
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THE VICE-CHAIRMAN (SHRI V. B. 
RAJU): We shall now take up clause-by-
clause consideration of the Bill. 

Clauses 2 to 7 were added to the Bill. 

THE VICE-CHAIRMAN (SHRI V. B. 
RAJU; Clause 8. There is one amendment by 
Dr. K. Mathew Kurian and Shri Viswanatha 
Menon. Both of them are not here. 

Clause  8 was added to the Bill. 

Clauses 9 to 22 and the Schedule were 
added to the Bill, 

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

SHRI PRANAB MUKHERJEE: Sir, I 
move: 

"That the Bill be returned." 

The question was put and the motion was 
adopted. 

SMUGGLERS AND FOREIGN EX-
CHANGE MANIPULATORS (FOR-

FEITURE    OF    PROPERTY)     BILL, 
1976 

THE MINISTER OF STATE IN-
•CHARGE OF THE DEPARTMENT OF 
REVENUE AND BANKING (SHRI 
PRANAB MUKHERJEE): Sir, I beg to move: 

"That the Bill to provide for the 
forfeiture of illegally acquired properties of 
smugglers and foreign exchange 
munipulators and for matters connected 
therewith or incidental thereto, as passed by 
the Lok Sabha, be taken into  
consideration." 

Sir, this short Bill seeks to replace, with 
some minor modifications, the Smugglers and 
Foreign Exchange Manipulators (Forfeiture of 
Property) Ordinance, 1975. 

The Bill provides for the forfeiture of  
illegally  acquired    properties     of 

smugglers and foreign exchange manipulators 
in order to effectively curb their anti-social 
activities. The provisions of the Bill will 
apply to persons convicted under the customs 
or foreign exchange laws and those in respect 
of whom orders of detention under the 
Conservation of Foreign Exchange and 
Prevention of Smuggling Activities Act, 1974 
have been made. They will also cover the 
relatives, associates and confidants of such 
persons. In order to ensure that small one-time 
offenders under the customs and foreign 
exchange laws are not deprived of their 
properties, the Bill will be applicable only in 
the case of persons who have been convicted 
of offences under these laws involving an 
amount exceeding rupees one lakh or those 
who have been convicted thereunder more    
than    once.    The    Bill 

makes it unlawful for the per-4 P.M. 
sons falling in the    aforesaid 

categories to hold any 'illegally 
acquired property', either by themselves or 
through any other persons on their behalf. The 
expression 'illegally acquired property' has 
been defined to include any property which is 
acquired out of income, earnings or assets 
obtained from any activity prohibited by any 
law relating to any matter within the 
legislative competence of Parliament or out of 
income, earnings or assets in respect of which 
any such law has been contravened. It will 
also include property acquired out of any 
income, earnings or assets the source of which 
cannot be proved. If a person holds any pro-
perty which would have been 'illegally 
acquired property' in relation to a previous 
holder, it would also be given the same 
treatment in his hands unless it has been 
subjected to a transfer in good faith for 
adequate consideration. 

The provisions of the Bill will be 
administered by senior officers of the Central 
Government not below the rank of Joint 
Secretary to the Govern- 


