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into confidence and let us know,
whether they want to change their

industrial policy or not.

SHRI KRISHAN KANT (Har-
yana) : Sir, they have raised an issue
which is not an issue concerning the
Stales only. It is a national issue. .
{Interruptions.)

MR. DEPUTY CHAIRMAN : A
few hon. Members went to the Chair-
man for mentioning this memorandum
and now you cannot make it a dis-
cussion.

SHRI KRISHAN KANT : I do not
want to make it a discussion. . .

SHRI A. G. KULKARNI (Maha-
rashtra) : It is a problem for all of us.
(Interruptions.)

MR. DEPUTY CHAIRMAN : [ am
net permitting it.

SHRI BHUPESH GUPTA : Let me
read it out. . .(Interruptions.)

MR. DEPUTY CHAIRMAN : No, I
Mzr. Bhupesh Gupta, you cannot quote it.

SHRI N. G. GORAY : We want the
Parliament to discuss it.

SHRI KRISHAN KANT : Well, if I
could not go to the Chairman, I am
requesting you to give me one minute.

MR. DEPUTY CHAIRMAN : No,
no... {lInterruptions). Mr. Bhupesh
Gupta, you cannot quote from this
memorandum. You went to the Chair-
man and the Chairman said that you
could mention it in the House. He had
not permitted it to be laid on the Table
of the House.

SHRI
All
right, let me mention it.

BHUPESH GUPTA :

MR. DEPUTY CHAIRMAN : It
shall not be permitted to be laid on the
Table of the House.
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SHRI BHUPESH GUPTA: All
right, you should allow me to mention it.

MR. DEPUTY CHAIRMAN : No,
no. Yes, Mr. Minister.

THE TAXATION LAWS (AMEND-
MENT) BILL, 1972

THE MINISTER OF FINANCE
(SHRI Y. B. CHAVAN) : Sir, I beg to
move :—

"That the Bill further to amend the
Income-tax Act, 1961, the Wealth-tax
Act, 1957 and the Gift-tax Act, 1958,
as passed by the Lok Sabha be taken
into consideration."

Sir, this Bill was introduced in the
other House on the 12th August, 1971 and
was referred to a Select Committee of that
House on the 17th November, 1971. The
Report of the Select Committee was

presented to the Lok Sabha on the 10th
May, 1972. The  Select Committee
made several modifications in the Bill.

These modifications constitute a distinct
improvement over the provisions in the
Bill as originally introduced. The Bill
has been passed by the Lok Sabha without
any further modification and is now
before this House for consideration.
The Bill has aroused considerable interest
in  the country and I am sure the hon.

Members would also  have  examined
its provisions in detail. I will not, there-
fore, tire the House by  going into

details but will content myself by briefly

explaining the rationale behind the
provisions in the Bill and some of its
important features.

As hon. Members are aware, the

practice of understating the sale price of
immovable properties in sale deeds has
assumed alarming proportions in recent
years. The consideration declared in the
sale deed is paid in 'white' while the
unrecorded part of the consideration,
which in many cases
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[Y. B. Chavan] is substantial, is paid in
'black’. Through this device, the vendor is
able to avoid his liability towards capital
gains tax. He also obtains untaxed funds
for financing business or investments out-
side the books of account or for purposes
of lavish personal expenditure. The
vendee, apart from avoiding stamp duty,
is able to utilise his untaxed income, this
converting bis 'black’ money into 'white'.
The understatement of the sale price of
immovable properties in sale deeds thus
operated as a convenient device for tax
sevasion. One of the main objects of this
Bill is to curb the use of this device for
evasion of taxes and circulation of black
money.

The Bill seeks to insert a new Chapter
XX in the Income-tax Act with a view to
empowering the Central Government to
acquire any immovable property,
including agricultural land, having a fair
market value exceeding Rs. 25,000 in
cases where the consideration declared in
the transfer deed is less than the fair
market value of the property. This power
will be available only in cases where
there is reason to believe that the
consideration as agreed to between the
parties has not been truly stated in the
transfer deed with a view to facilitating
tax evasion by the transferor or the
transferee. It will, however, not be
permissible to initiate proceedings for
acquisition of any property unless its fair
market value exceeds the declared
consideration by more than 15% of such
consideration.

The power to initiate proceedings for
acquisition will be vested in the Assistant
Commissioner of Income-tax who, for
this purpose, will be designated as the
"competent authority". The proceedings
for acquisition will have to be initiated by
the "competent authority" before the
expiry of a period of six months from the
end of the month in which the instrument
of
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transfer in respect of the property is
registered under the Registration Act,
1908. The transferor or the transferee of
the property or any person interested in it
will be entitled to file objections against
the proposed acquisition before the
competent authority. If after considering
the objections, the competent authority is
satisfied that the immovable property in
question is of a fair market value
exceeding Rs. 25,000 ; that the fair market
value of the property exceeds the
consideration declared in the transfer deed
by more than 15% | of such consideration ;
and that the 1 consideration for such
transfer as agreed to between the parties
has not been truly stated in the instrument
of transfer with the object of facilitating
tax evasion by the transferor or the
transferee, the competent authority will
*have the power to order the acquisition of
the property. He will, however, be required
to obtain the prior approval of the
Commissioner of Income-tax before
passing such an order.

Under a special rule of evidence, it is
being provided that when the property is
transferred for an apparent consideration
which is less than its fair market value, it
shall be presumed, unless the contrary is
proved that the consideration for such
transfer as agreed to between the parties
has not been truly stated with the object
of facilitating tax evasion by the parties.
In order to ensure the effective operation
of the provisions in the BIill, it is being
further provided that the fact that the fair
market value of any property exceeds the
apparent consideration by more than 25%
of such consideration, shall be conclusive
proof of the fact that the consideration for
the property had not been truly stated in
the instrument of transfer.. An appeal
from the order of acquisition will lie to
the Income-tax Appellate Tribunal. While
the decision of the Income-tax Appellate
Tribunal will be final in regard to
questions of fact, the parties concerned
will have the right
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to file an appeal to the High Court on any
question of law arising from the order of
the Appellate Tribunal.

The compensation for the property
acquired under the Bill will be a sum
equal to the consideration stated in the
transfer deed plus 15% of such consi-
deration. As the amount of compensation
payable under the Bill will be less than
the compensation which would have been
payable if the property had been acquired
under the Land Acquisition Act, 1894, it
is being specifically provided that the
shortfall would be deemed to have been
realised by the Central Government as
penalty from the transferee for being a
party to the transfer which has, as its
object, the facilitation of tax evasion by
the transferor or the transferee.

Further, no penalty will be levied
under the Income-tax Act on the
transferee for concealing his income
which is utilised by him for paying any
amount in excess of the apparent
consideration even though such amount
may be assessed to tax as his income.
Similarly, no penalty will be levied on
the transferee under the Wealth-tax Act
for concealing any assets which are
utilised by him for paying any excess
consideration even though such assets
may be assessed to Wealth-tax in his
hands.

Where any improvements are made to
the property between the date of transfer
of the property and the date of
publication of the notice of acquisition in
the Official Gazette, the amount of the
compensation will be increased by an
appropriate sum to cover such im-
provements. Conversely if after the
transfer of the property to the transferee
and before the vesting of the property in
the Central Government the property is
damaged otherwise than as a result of
normal wear and tear, the compensation
payable will be reduced by an appropriate
amount. In case of dispute
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regarding the cost of improvements or
the cost of restoring the damaged
property to its original condition, the
competent authority will have to refer the
matter for determination by the Civil
Court.

The Bill also contains provisions for
improving the existing arrangements for
valuation of buildings, lands and other
assets for purposes of income-tax,
wealth-tax, and gift-tax. It is proposed to
augment the administrative set-up of the
official valuation machinery and to
confer adequate powers on it, as also to
bring about better regulation and
discipline over non-official valuers.

Finally, in order to discourage benami
holding of property with a view to tax
evasion, the Bill seeks to make a
provision in the Income-tax Act
debarring a person from enforcing his
claim in a court of law to any property
held for him benami by another person,
unless the claimant has disclosed the
income from the property in a return of
income, or the property itself in a return
of net wealth furnished by him. If he has
done neither, he may give notice to the
Income-tax Officer of his claim to the
property, and thereupon the proposed
restriction will cease to operate. These
provisions will, however, not apply to
any suit of a value not exceeding Rs.
2,000 which is to be tried by a Court of
Small Causes or other similar courts.

As hon. Members will observe, the
main purpose of the Bill is to curb tax
evasion. The evil of tax evasion has
assumed large and menacing dimensions
and 1 feel that radical measures are
needed for its eradication. While I do not
claim that this Bill will put an end to tax
evasion, I am sure it will constitute a
significant step forward in combating this
evil. The objects of the Bill are laudable
and I am confident that it will receive the
unanimous support of the House.
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[Shri Y. B. Chavan]
With these observation, Sir, I move.

The question was proposed.

SHRI T. N. SINGH (Uttar Pradesh):
Sir, I welcome the objects which the
mover has in mind in regard to this Bill.
But the question is whether the provisions
made in the Bill would meet the situation
that has arisen in this country in this
context. It is intended to amend the
Income-tax Act, the Wealth-tax Act and
the Gift-tax Act with a view to preventing
transfers at unreasonably low prices
which is a mode of transferring black
money and evading tax. The Bill also
seeks to prevent benami transactions.
Now Sir, I have gone through the
provisions of this Bill and I have a
feeling, rather I am confirmed in my
feeling that the provisions of this Bill will
not serve the purpose which the hon.
Minister has in mind. Black money has
been created and more black money is
coming into circulation not merely
because there is some lacuna in the
Income-tax Act, there are several other
reasons for it. More black money is today
being circulated freely and the simple
explanation is that we, the political
parties, are taking money, black money,
for running our elections. It then becomes
white money.

This Bill seems to give an impres-
sion as if you are going to prevent the
circulation of black money. We should
not be misled. I feel very strongly about
any attempt which is of a hypocritical
nature, that is what seems to do a certain
thing but really does not achieve the
object in view, is more harmful than
anything else. My contention is that the
benefit of the best legal advice will
continue to convert the holders black
money into white and these Benami
transactions which we want to prevent
will also continue in one form or another.
What about hypothecation ? That is not a
transfer. Hypothecation can take place at
any
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price and for any consideration. The
enjoyment of the property can be vested
in the man to whom it has been hypo-
thecated for a particular consideration. I
am not a lawyer, but this likely mode of
evading the Bill has occurred to me.
There must be several methods by which
the provisions of this Bill can be evaded. I
am sure the day when the Bill was
published, the best legal brains in the
country were working to circumvent the
provisions of this Bill. This is happening
and I am sorry to say that the legal brains
at the disposal of the Government are far
inferior to the legal brains available to the
capitalists. Our law department has many
a time erred. I remember very well we
were given very firm advice when the
Constitution was being amended with
regard to the Zamindari Acts which had
been held invalid by the courts. They said
that the amendment was all right and it
would not be questioned. But it was
questioned with success. We had to
incorporate each State Act as it was
passed by various Legislatures in the
States in the Schedule to the Constitution.
This is what has been happening. I am not
convinced that this measure is going to
prevent black money coming into
circulation or that it is going to prevent
evasion of taxes, whether income-tax,
gift-tax or wealth-tax. Evasion will go on
merrily, take it from me, Mr. Finance
Minister, whatever you do. Then, the
second thing. . .

SHRI Y. B. CHAVAN : So. nothing is
to be done.

SHRI T. N. SINGH : Have patience,
have patience.

SHRI Y. B. CHAVAN:
patience.

I have

SHRI T. N. SINGH : I have enormous
patience. What 1 feel is that your
administration is rotten to the core. It is
dishonest. It is inefficient and it is not
reliable at all. As a
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member of the ARC—Administrative
Referms Commission—I had occasion to
look at close quarters the administrative
machinery of the Government of India as
well as of the States and I am really
pained to admit that the State of
administration is really very deplorable.

They will be the implementing agen-
cies of the provisions of this Bill when it
becomes an Act. The Valuation Officer
can value it as he thinks fit. It will have to
be accepted. Many are involved in
charges of maladministration, and this
administrative machinery that you are
depending upon will not honestly
implement it. I think Mr. Chavan may be
a good physician for financial ailments
but the point is, has he really diagnosed
the disease correctly ?

SHRI BHUPESH GUPTA (West
Bengal) : Good physician for what?

SHRI T. N. SINGH : For financial
ailments.

SHRI BHUPESH GUPTA : But the
patient is dying.

SHRI T. N. SINGH: That is the
unfortunate part of it. This is the position.
Our administration is incapable of
functioning honestly and efficiently.

SHRI BHUPESH GUPTA: Mr.
Chavan claims to be a good physician for
financial ailments, Mr. Ganesh is
regarded as a good house surgeon. Mrs.
Rohatgi is a good nurse, but the patient is
dying all the same.

SHRI T. N. SINGH: Anyway I think
the Government does not need your
assistance for putting out an explanation
or defence of the criticism that I may
make. Even if you assume that they have
got certain incapabilities at present which
compel them to allow these irregularities
or inefficiencies to continue, that does not
help the poor people, the masses and the
country. I have been amazed at the
manner in which black money is
multiplying. We 7—15R. S. S./72
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have been trying to remedy it for long.
The interim report which suggested
demonetisation of currency notes has
been suppressed by the Government. I
want to know whether Government is
really serious about suppressing black
money. If it is serious, at least the interim
report of the Wanchoo Committee should
have seen the light of day. Give us an
opportunity to apply our mind. Why
should you come to a judgment on the
recommendations of the interim report
yourself, unilaterally and not permit
expression of other political opinion ?

SHRI BHUPESH GUPTA: The report
has seen the light of day in the same way
as money entered the election fund.

SHRI T. N. SINGH: That may be . . .

SHRI MAHAVIR TYAGI (Uttar
Pradesh) : Does the report mention about
election fund ?

SHRI T. N. SINGH : That may be the
enterprise of certain individuals outside
the Government.

SHRI BHUPESH GUPTA : It is not
officially submitted by the Government.

SHRI T. N. SINGH : That is what I
was saying, that Government has not seen
it proper to take us into confidence.
Someone else may have got a copy of the
report surreptitiously and published it, that
is a different matter altogether. I should
not be deflected from my charge by these
interlocutions : the fact remains that the
Government has suppressed it, and that
must b& condemned; I expect you to
support me in this demand and not deflect
us from the main criticism.

I suggest that you have to take many
more drastic measures. This Bill is a
fleabite. This will not affect the position
regarding black money and tax evasion.
The main change that is being made, that
is amendment to section 281, new section
281 A, seeks to curb the
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[Shri T. N. Singh] widespread practice
of benami holding of shares and property
with a view to tax evasion by debarring
the owner from enforcing his claim to
such property in a court of law unless he
has declared the income from such
property, has disclosed such property in
the return under the Wealth-tax Act, and
has given notice of claim in respect of the
property to the income-tax authority. And
this is intended to be achieved by the new
section 281-A. I was saying that
according to me the benami tran-actions
will continue despite this amendment.
They are not going to be affected. This is
quite inadequate for the purpose.

SHRI MAHAVIR TYAGI : It might
be helpful in the sense that the person in
whose name the benami transaction is
registered, if he claims it as his property,
the real owner could not come in the
way.

SHRI T. N. SINGH : But it helps up to
a point only. 1 agree. But benami
transactions are taking place and will
fake place.

SHRI BHUPESH GUPTA: Why are
they permitted?

SHRI T. N. SINGH : That is the point.
Even now, benami transactions are not
debarred by law. A very drastic remedy is
needed. That is the point that I am
making. Merely saying that he will suffer
in a certain way and that the amendment
will be discouraging the benami
transactions is not enough. All benami
transactions should be debarred under the
law. And I want to know why it has not
been done. Why do you want to
encourage benami transactions indirectly
by a supposed penalty or by saying that
the party may suffer because he has done
that. Why not debar it completely. We
have been witnessing—the forward
contracts continuing despite the law.
The laws
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do not help us. When the Forward
Contracts Bill was brought forward for
enactment, we thought that it was going
to prevent forward contract. Nothing of
that sort has happened ; nothing of the
sort is going to happen hereafter in regard
to this Bill also. You may not agree with
me and I am sure while replying, you will
not agree with me. You will say that this
is the advice of such and such a legal
luminary or that the point or the
suspicion raised is not bona fide and that
the Member is prone to suspicions.

SHRI MAHAVIR TYAGI:
will be an efficient remark.

SHRI T. N. SINGH : I want to say that
for privately, he might talk differently.
That I concede. I am sure he will trot out
such arguments here. I want an end for
this thing. I believe myself to be one of
those who want socialism to come into
this country. I want these inequalities to
go. But I also want one thing more.
Whereas 'Garibi hatao' maybe a good
slogan— it has worked well-—what about
'Amiri hatao' ? Why do we allow all kinds
of perquisites and other things—all this
luxury? Why not 'Amiri Hatao' first.
Under the income-tax law various per-
quisites are permitted. I was once a
Minister, you are a Minister—a long-
duration Minister. But we were enjoying
perquisites which were free from income-
tax. There are several benefits which are
exempted under the existing law. They
permit evasion of tax. Entertainments are
given on a large-scale and the companies
escape tax. And who attend these
entertainments? I say, the members on the
Treasury Benches attend these
entertainments which are exempted from
income-tax. Thousands of crores are spent
all over the country. So, if we really want
socialism, we have to be more direct,
more purposeful in whatever laws we
enact or amendments we make. My regret
is that we go on tinkering with the laws
not to much purpose and not

That
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because we think they are going to solve
the problem. These amendments will not
lead you to the goal which you have in
mind.

1P.M.

MR. DEPUTY CHAIRMAN : Mr.
Singh, how much time will you take ?

SHRI T. N. SINGH : I will not take
nore than two minutes. I do not want to
take the time of the House unnecessarily.
I think this Bill will need to be drastically
amended. I do not know what to do at this
stage. This has come from the lower
House. We cannot do anything here. The
Government will resist all attempts at any
change here because it will delay the Bill.
That will be used as an argument. But to
delay what Bill ? We are going to delay a
Bill which will not serve the purpose
which we have in mind. That is what [ am
saying. Therefore, I would like the
Government to apply its mind a second
time. All such measures have to be a little
more drastic and unless you give up this
air-conditioned thinking, real socialism
will not come, I can tell you.

Sir, I would not take up any more time
of the House and I conclude.

MR. DEPUTY CHAIRMAN : The
House stands adjourned till 2.00 P.M.

The House then adjourned
for lunch at three minutes past
one of the clock.

The House reassembled after lunch at
half-past two of the clock, MR. DEPUTY
CHAIRMAN in the Chair.

SHRI A. G. KULKARNI (Mahara-
shtra) : Sir, I rise to support this Taxation
Laws (Amendment) Bill, 1972 which has
been moved by the Minister of Finance.

We are all aware about the scourage of implemented,

black money, particularly its dangerous
effects in making the life of
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the community unbearable and raising
inflationary tendencies which become ul-
timately unbearable and disturb the
national economy. The Wanchoo Com-
mittee has lately given certain sugges-
tions. Based on these recommendations
the Government has brought forward this
Bill, particularly with a view to plugging
the loopholes of benami transactions in
properties in urban areas.

I do not ascribe to the Government any
intention of not plugging the loopholes
but the point is that the measures
indicated here are totally inadequate. The
gamut of the black money prevailing in
the Indian economy has reached a
fantastic stage. Leaving aside vhether the
extent of black money is Rs. 7,000 crores
or Rs. 13,000 crores since I do not want
to go into the statistical aspect, the point
we must address ourselves to is what is
the solution for all this. What we, the
Members of Parliament, should suggest is
how the black money sources get dried up
whereby the real production targets
commensurate with the investments will
be achieved in the shortest period. Sir, am
I having 15 minutes?

MR. DEPUTY CHAIRMAN : No.
Ten minutes.

SHRI A. G. KULKARNI : Nothing
can be said in ten minutes.

MR. DEPUTY CHAIRMAN : We

have got 2{ hours and there are 12
speakers.
SHRI A. G. KULKARNL: 1T w<U

take another 15 minutes. According ii_ the
estimate made by certain economists out of
every ten rupees in circulation, Re. 1 goes
into the black market. That I is, out of
every ten rupees generated, rupee one is
black money. Therefore, the application of
controls at the various stages has to be
encouraged practically and ruthlessly
otherwise this type of
activities will accelerate itself. And it is not
in buildings only, as the Government has
stated; it
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[Shri A. G. Kulkarni]

is in raw materials and industrial com-
modities also, e€.g. steel. What is the
fantastic price for steel in the black-
market? It is double, sometimes it is treble,
but the minimum is 11 times what you
call the second column rate. Some time
back we were discussing about the
fantastic profits of the STC in stainless
steel. The imported stainless steel is round
about Rs. 16,000 while it is sold at Rs.
40,000 at the distribution stage, leave
aside its price in the black-market. So
these speculative items like groundnut oil
or sensitive items like sugar are being
funded by black money at certain stages.
Therefore, the Government has to be very
vigilant and steps to unearth transactions
of this type should be taken.

Sir, another way is income-tax avoid-
ance. We were told that Prof. Kaldor I
had made certain observations on the in-
come-tax system and now the Wanchoo
Committee has also given a report. I
have read—I do not know whether it
was said by Kaldor or by some other
authority—that about Rs. 800 to Rs.
1,000 crores of income-tax is avoided
per year legally or illegally. The whole
set-up, the bureaucratic set-up, is such that
income-tax to the tune of Rs. 1,000
crores is avoided and the bureaucracy
abets this crime. We know that there ar,
only about 1,500 to 1,700 families who are
defaulters in income-tax or wealth-tax or
whatever it is. Their names are there. So,
what I am suggesting is that the whole
machinery should be re-fashioned and
the tax-dodgers or the black-marketeers
must be socially boycotted, and we must
not treat them with any leniency whatso-
ever.

In this connection, Sir, I want to
mention here two or three items parti-
cularly about black money, and this is
apart from buildings. Here I have got a
memorandum sent by a journalist from
Bombay and some trade union
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leaders to the Government of India on the
house of Kapadias. Sir, the house of
Kapadias have fraudulently, with a meagre
capital of Rs. 10 to Rs. 15 lakhs, acquired
assets worth about Rs. 50 crores. How
could they do it? This memorandum to the
Government was given in 1971. I myself
put a question to the Company Law
Department last year regarding the
Kapadia house which had fraudulently
acquired so much interest in National
Rayon, Killick Industries and a host of
other industries—I have the list, but for
want of time, I cannot give the names of
those industries. There are about 17
industries, and with a capital of Rs. 16
lakhs, they have acquired assets worth Rs.
51 crores. And it is not only one type of
business that they are doing. It is stated—
and I want to draw the attention of the
Minister to this—that they have purchased
a land in Wapi where their own aircraft
come from Dubai and smuggling of silver
and gold is taking place, under the very
nose of the Government officers.

THE MINISTER OF STATE IN THE
MINISTRY OF FINANCE (SHRI K. R.
GANESH): What is that place?

SHRI A. G. KULKARNI: Wapi —
between Bombay and Surat there is a place
called Wapi. Mr. Ganesh, this
memorandum is  with the Government.

This is what surprises me.  This  was
given on September 14, 1971. Now we are
almost in September, 1972, and no

worthwhile action has been taken so far.
From the same Kapadias, the annual report
of the Kohinoor Mills shows that in 1970,
when Kapadia was controlling, the mills
made a profit of Rs. 68.90 lakhs. And
today, since Kapadia took over in 1971,
they have made a profit of Rs. 27.000 only.
And the auditors say that the valuation of all
the goods has veen overvalued to show at
least this profit of Rs. 27,000. This is the
stage where the industrial house is going.
And you are now ftrying to meet this
problem by bringing this Income-Tax
Amendment Bill. It is only going
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to touch the fringe of the problem. We "know
instances where palaces are sold or bought
with balckmoney. I do not want to take the
names of those persons here. In Bombay I
know a palace— the Gwalior Palace—has
been sold for Us. 60 lakhs and the amount
might have been shown as Rs. 8 or Rs. .9
lakhs. What have you done about this? What
have you done for  making structural
changes? The Government comes with this
type of measure. Unless stringent measures
are brought, this cannot be achieved. Why
I say is it was stated in the Lok Sabha that Rs.
1.87 crores are unearthed in blackmoney in
the last year, 1970-71. Is this the only
amount? It is reported that goods worth about
Rs. 600 crores are  smuggled into this
country and so much also must have gone
abroad in terms of underinvoicing or
overinvoicing.  So I think the entire approach
of the Government must be to restructure the
economic relations in the society; otherwise,
you are not going to meet this problem.
Yesterday I was reading the annual number of
the "Commerce". It is stated there the in-
dustrial houses, capitalists, and other
people say, let us produce more, make the
cake bigger so that we can share. It is a
wrong notion altogether.  The point is in
China there is no cake, no bigger cake, at all.
At least they are sharing the poverty equally.
What are we doing here? Some 5 per cent or
6 per cent .or 10 per cent people are having all
the luxuries of life. Leave aside all those
what you call  industrial houses,  big
capitalists, doctors, pleaders, who are in-
dulging in such black money; however,
luxurious living by Young Turks, the
socialist-forumwallahs is obnoxious.
Some has got an airconditioner in his room.
How can one afford? 1 see the same thing
with the other Members also. I know the
Communist Members have got this television,
airconditioner, etc. in their houses. And we
talk of radical views, all slogans that
blackmoney must be curbed. Who will curb it
unless
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the political parties take courage in their
hands and make some effort to set an
example of an ideal living. Somebody

becomes a Minister and says, no I will not
use the carpet, I will not use that car,
this and that. But the State  Trading
Corporation  goes on selling  imported
cars for Rs. 1lakh or Rs. 2 lakhs
and so on. Why are you allowing it to sell
them to private individuals? I can

understand their selling imported cars to
hotels, tourism departments of the
Government, etc. which might be requiring
them for foreign visitors. ~What I am saying
is you are yourself perpetuating through
your own system the use of luxurious things.
Then there is no use of talking and saying that
nobody should have an ostentatious living,
there should be  no luxurious living  and
all that. Here there is no political support.
Unless this political support comes, you are
not going to meet this problem. I only want
to give two or three suggestions to the
honourable Minister and let him be fair to
these suggestions.  You cannot tackle the
problem of tax avoidance with the present
bureaucratic set-up. I have just now said
there are about 1700 people who are
defaulters in income-tax. Why cannot you
rope them in? Why cannot you bring some
stringent measures to damage their social
prestige in  their community? There is
no other way than this more practical way
will be introduction of value-added tax which
will allow you more revnue for the same
property from the same person.  All the
Western countries have introduced this value-
added tax.  We are still having the same
conservative thinking. Leave aside
demonetisation. I only want to make one
suggestion. I do not want to talk about
demonetisation because we know the
difficulties or defects of demonetisation.
Various  economists  have  suggested
demonetisation. = By  demonetisation you
will not achieve the results. You will only
create more difficulties in the community's
living.
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What I want to suggest is this : Why not
exchange notes? I know that the Gov-
ernment will not take my advice and
announce a date in advance. The Gov-
ernment should on its own wisdom
decide to exchange notes of Rs. 10 and
above. Currency in Rs. 10 and above
represents about 45 to 50 per cent. You
should announce a date for exchanging
all old notes with new coloured notes. On
an eralier occasion you demonetised Rs.
1000/-. This is vast country. People in the
rural areas do not know which is new
note and which is old note. They do not
in fact accept the new ten paise coins
since not accustomed. Therefore, instead
of demonetising, you can exchange notes
and you will achieve the same result to a
certain extent. The scourge of black
money is not only with industrial houses.
Politicians, Doctors, pleaders, teachers
and what not . . .

SHRI M. SRINIVASA REDDY
(Andhra Pradesh) : What about politi-
cians?

SHRI A. G. KULKARNI: My dear
friend, I mentioned politicians in the very
beginning You know very well about the
raids conducted in Andhra. They may be
your friends. I do not want to go into that
and hurt anybody. In my language there
is a proverb. I do not know how to put it
in English. It says

Like that nobody knows the source of
black money. It comes from Shankara
downwards. There should not be any
laxity of efforts on the part of the
Government also. You must create a
social order and a new economic equa-
tion. Otherwise you cannot stop it.

oA gew wae (fae) o zoeamfy
wgiEw, vz A IgAme ar faw 2 oo
dafs za fam &1 2i8gy 575 g3 ma-
g welv oft 7 wgr 5 oTEwr s@er AW
¥ AT A A2 F7 7399 Z1A0 § I9F)
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Far f5a amm ar 7 fag s # am
7 vg & G A e FoAamw 7@,
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SHRI M. ANANDAM (Andhra
Pradesh): Mr. Deputy Chairman, Sir, I
commend this Bill for the consideration
of this House. This Bill, as you know, is
intended to check tax dodgers. We are all
aware that there is a lot of black money in
circulation and in spite of the great efforts
the Government has been making it has
not been possible for the Government to
bring to book those who evade taxes. We
know that the Wanchoo Committee has
submitted a report which is under the
active consideration of the Government
and very soon we will have a Bill to
implement many of the recommendations
made by the Wanchoo Committee. This
is one of the recommendations made by
the Wanchoo Committee in its interim
property, for a value less than the market
value, where the apparent consideration
is less than the market value,
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the difference should be treated as money
that has been paid in black and it should
be taxed. That, in short, is the content of
this entire Bill. Sir, this is a very effective
provision so far as it stands but I have my
own misgivings about its implementation,
especially when we see that a number of
provisions in the Income-tax by which we
are trying to punish the tax dodgers have
been very ineffective. We have very
stringent penal laws, provisions for
prosecution and other things but they
have not been able to achieve the results.
Therefore, I have my own doubts whether
this particular provision which enables the
Government to acquire property at the
apparent value stated in an instrument of
transfer would at all achieve this purpose
because as I could understand from the
working of the department, they have not
been able to effectively and efficiently
book the tax dodgers during the past so
many years.

After making these general remarks I
would like to confine myself to a few
provisions of the Bill which I feel are
relevant for us to note. Sir, this is a case
where the Government has got to take
action wthin six months from this date of
registration of a document. My feeling is
that this period of six months is rather
very inadequate. Firstly, there is
absolutely no provision that a document
which has been registered with the
Registrar should be lodged with the
Income Tax Department and when it
cannot be lodged with the Income Tax
Department it stands to reason that the
department might not come to know of
the transaction within six months. We all
know that incometax is assessed on the
basic of the income in the previous
financial year. You take into consi-
deration the income in the previous
financial year and you tax it. When we
have a provision like this, is it not proper
and right for us at least to extend the time
for purposes of initiation of these
proceedings till the person submits his
return, till at least six months
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from the date of the submission of the
return. I know that this matter has
been gone into threadbare in the Select
Committee, namely, whether from the
time when the Income-tax Department
came to  know of this  transaction it
should be six months, or from the date of
the  registration it  should be  six
months. And ultimately, [ understand,
the Committee decided that it should be
six months from the date of registration of
the transaction. When the Act prescribes
for the assessment on the basis of the
previous years's income as I said, I fail to
understand how efficacious this provision
would be if we limit the scope for the
initiation of proceedings only to six
months from the date of registration of the
transaction. I therefore suggest, Sir,
that any action for acquisition of the
property must be taken after the
submission of the return, that is, within
six months from the date of the
submission of the  return. There is also
another reason why I say this. This
meausre is intended to bring under
taxation the  concealed income of a
person. Now, if you acquire the
property, if you take to initiation of
proceedings to  acquire the property
within six months, it means the assessee
has already known that the department is
aware of this transaction. Therefore,
when he  submits the  return for the
year under review—that is because it is on
the previous year's basis—he takes care to
see that the difference between ihe
apparent value of the property and the real
value of the property is returned in the
income-tax return, and thereby he
avoids the penal provisions. It was strange
for me to hear the hon. Minister for
Finance when he said that when once we
acquire this property, the transferee is not
liable to any penalties whether under the
Income-tax law or under the Wealth-
tax law. Probably he does not
seem to have realised that the penal
provisions are so drastic now that it is
not merely the

value of the property that is taken away as
penalty; it is twice the value of the
concealed income that is the maximum
penalty under the law. That is to say, if
the income concealed is Rs. 40,000 the
minimum penalty is Rs. 40,000 and the
maximum penalty is Rs. 80,000/-. Now
here is a case where we have all known for
certain that he has transferred a property
clandestinely and he has underrated the
document. This is a positive action on
the part of the transferee that he has shown
in the document only a small amount of
money. But if at the time of assessment
this is detected, he is liable to a penalty
which is double the amount of the
concealed income. But now, as the Finance
Minister put it, he is penalised only to the
extent of the concealed amount that has
been brought into the instrument of
transfer, and strange again it is that we are
paying a solatium of 15%; that is "to say,
the penalty is reduced by anotherl5%.
Therefore, my submission to the Finance
Minister is to reconsider this attitude and to
see that, where it is concealed income, the
heaviest penalty it is 200%  of the
concealed income— is levied on the tax-
dodgers. That alone will be the
deterrent for people to correctly state the
consideration in the instrument of transfer.

Sir, there is another point 1 want to make.
The entire proceedings for acquisition are
on the basis of a transfer made by virtue
of an instrument of transfer  which is
registered. We all know that a number of
properties belonging to the co-operative
societies are transferred from member to
member just by virtue of  allotment
letters. Especially in cities like = Bombay,
Calcutta, Madras and Delhi flats are trans-
ferred on an ownership basis which is on the
basis of an allotment letter and a lot of black
money flows into these transactions.
Unfortunately there is a limit placed on
the scope of this acquisition only in respect
of properties
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registered under an instrument of trans-
fer and it does not embrace or it is not |
comprehensive enough to bring into ac- '
count the other types of transfer of pro-
perty made just by virtue of an allot-
ment letter. The only answer to this |
could be that an acquisition could be
made only after the property is registered i
and because this is not a property regis- 1
!

tered, there is no scope for acquisition.
Again, I wang to know whether it is an
acquisition . . .

|
SHRI A. G. KULKARNI: In the
case of co-operatives it is not the case.

SHRI M. ANANDAM : There are
various transactions.

SHRI A. G. KULKARNI : In the |
case of housing co-operatives there are |
already restrictions. |

SHRI Y. B. CHAVAN : Transfer of |
shares is being done.

SHRI M. ANANDAM : To the ex-
tent of the value of the property, sup- |
pose 1 give shares. The shares are
iransferable by registration and, there-
fore, it does not attract the provision.

SHRI A. G. KULKARNI : You are
quite right.

SHRI M. ANANDAM : My point,
therefore, is, where it is a property ac-
quired from or purchased through a
co-operative society for which shares
are allotted, it does not come under the
provisions of this Bill, and to that ex-
tent the shareholders go scot-free.

I was referring to another aspect of
it. 1 want to know whether it has been
seriously considered that this provision l
is within the ambit of the Constitution. I

|
|
|
]
|
|

Article 31 of Constitution  says
that property can be acquired only
if it is for a public purpose. Is acqui-

sition of property from a tax-dodger a
public purpose? This is a very serious |
thing. It has got to be answered by the l
hon. Finance Minister. |1 understand
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that Mr. Setalvad, when he gave evi-
dence before the Select Committee, had
himself said that it came under acquisi-
tion and under article 31 it could not
be a public purpose. So, the very pur-
pose of the entire Bill will be defeated
if this is challenged in a court of law.
Probably it should have been corrected
and the Bill should provide that any
acquisition made under this Bill shall
be for a public purpose. Suppose some-
thing like that had been mentioned,
probably we could have got over the
difficulty, by way of an amendment, 1
hope at a future date the hon. Finance
Minister will consider whether he should
amend this particular provision to say
that wherever it has been ucquired it
is for a public purpose.

There is another apprehénsion that I
have. There are a number of genuine
transactions where a buyer has got to
transfer his property due to certain em-
ergent obligations. The seller has to
dispose of the property due to certain
obligations and finding the need of the
seller, the buyer imposes some condi-
tions. Very often in this condition the
price is less than the market value, I can
very well cite instances where the tax-
collecting  officers have evaluated the
property at Rs. 10 lakhs. but they could
not get a buyer even for Rs. 4 lakhs or
Rs. 41 lakhs. There is the question of
the Government selling properties in
auction and 1 have known a number of
cases where they could not get even
fifty per cent of the value. What will
he the position of such secllers when
they have to sell it at a price less than
the market value? Is there any provi-
sion in the Bill to protect such people?
The only way in which this could be
done is to have a system of advance
ruling by the income-tax department,
If this person wants to selt his property
at much lower than the market value,
he should explain his position to the
Department, take the permission of the
Department and sell it, so that he may
not be harassed later for having sold his.
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property at a price much less than the
market value. I want the Minister to
consider this suggestion.

I want to say one more thing before 1
conclude. The entire Bill seeks to punish a
transferee, that is, a buyer of a property.
You must also know that esellers collude
with the buyers, and -when black money
flows into the hands of the seller, to that
extent he is suppressing a capital gain.
Though there is a provision under the Act
for bringing into book the capital gain in
this transaction, my feeling is that as the
return for the capital gain by the seller is
filed a year after the transaction takes
place, it is always possible for him to file
a correct return disclosing the black money
that has come into his hands and escape
penalty. Is it not necessary therefore that |
even when you acquire the property,
when you try to punish a transferee for
this, you should also see that there is a
similar punishment given to the transferer |
by way of money penalty if not anything |
else? This is necessary. Otherwise there is |
always a protection given to the seller [
because when he files a return, he files a |
return for the capital gain including the
black money that has been charged.

With these words, I commend the Bill r

for the consideration of this House. .
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SHRI HAMID ALl SCHAMNAD
(Kerala} : Mr. Deputy Chairman, there
Is an old saying that money can do
many things. It does not make any
difference between black money and
white money, We know that nowadays
black money plays an important role in

the economic life of the country. When
the Government tries to curb black
money and black-marketers, black
money and black-marketeers try to curb
ihe Government’s ways and means. We
also find that black money has a com-
manding hold on the politicians and the
leaders in the Government party. When
I say this I do not say it just for the
sake of saying. Everyone of us com-
demns black money and black-marke-
teers. But is it not a fact that whenever
a political conference is organised, all of
us — ruling party members and mem-
bers of opposition parties and Ministers
— Eo to black-marketeers and ask for
donations? Also when the State Gov-
ernmenis or Central Government rajse

e ——

loans, district officials and other officials
20 to black-marketeers and ask themn to
contribute, There is thus a nexus be-
tween black-marketeers, hoarders on the
one hand and the leaders of the Govern-
ment party on the other. Is it not an en-
Couragement given to black-marketeers
to flourish in thig country? Of course, I
welcome this Bill becayse Shri Chavan
is making a sincere effort to curb black
money. T wish him success, if he could
succeed. But 1 'do not know how- far
he is going to succeed in curbing black
moncy. There is a proverb jn Kannada
which says that even if a dead body

sees money, it will open its mouth. Why
_thep blame Government leaders alone?
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What is the method that Government is
going to adopt to curb black money?
My feeling is that many of the provi~
sions in this Bill will be g paradise for
the lawyers of this country, These pro-
visions will also adversely affect bona
fide purchasers and bona fide traders
who pay their tax in time, The reat
black-marketeers are: 8oing to escape
from the purview of this  Bil.
And  there s no retrospective effect

giver to this Bil. Black-markete.
ers  are  clever and intelligent
people. They would find out  some
loopholes. There are intelligent lawyers

to give them legal advice, They  wiil
tell them how to make purchases and at
what valuation. With regard to under-
valuation of property which they puyr-
chase, even now under the existing law
a2 man who does it in  order to save
stamp fees, can be Prosecuted. As far
as this Bill is concerned, in such cases
Government can take over the property
under-valued, That would only tempt
government officials and valuation offi-
cers to be corrupt, Government is giv-
ing them one more chance to be cor-
rupt,

With regard to market value I should
like to say one thing. Market value js
an abstract thing. A Person who may
be in need of money to clear his debts
or to discharge some other obligation or
to meet the marriage expenses of hig
daughter or children, will sell his pro-
perty at any price he gets,

So alsoe, Sir, there may be another
person who may be urgently in need of
Some property in which case he will pay
any price for that property. Sometimes
even for the sake of friendship a person
may sell his property to some friends.
Therefore, Sir, we cannot fix any crife-
tion for deciding what should be the
market value of a particular property.
You oaly give discretion 1o the valua-
tion officers and by giving them the dis-
cretion yoy also nrake these valuation
officers come within the clutches of
black money, So, Sir, | say that black
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money is very dangerous to the country
and it is very dangerous to our entire
economy.

No doubt. Sir, I welcome this Bill
thinking that it would at least create a
sense of fear among the people. Our
Finance Minister has introduced the Bill
to control black money. This has been
given wide publicity in all the papers and
the Press has given much publicity to
this. I hope that it would create a sense of
fear amongst our people and it would
help in curbing black money in the
country. With these words, Sir, I support
the Bill. Thank you, Sir.

ot vwER fag (=feam) -
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SHRI BABUBHAI M. CHINAJ
(Maharashtra) : Mr. Deputy Chairman,
Sir, I welcome this Bill which has come,
according to me, very late. Even though
it is late, I am glad that Government has
thought it fit to come before the House to
take approval of it.

We have been hearing about parallel
economy and black money for a long
time and one of the best method of ad-
justing black money is in land and
estates. Therefore, I welcome this Bill
that at least people henceforward would
think twice before they do anything of
this sort.
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I have a few suggestions to make to the
Government. Firstly, the Bill says that if
an immovable property worth Rs. 25,000
is to be exchanged and if it is less than
the market value by 15 per cent—upto 15
per cent it is all right— then there would
be a question of wvaluation and the
Government's taking over. What 1 want
to impress upon the hon. Minister is that
in terms of the today's rupee value, Rs.
25,000 is a very small amount. Even if
you want.. . I do not want to quote any
other city but my own city of Bombay.
There, even if you want to have a small
room of 10' x 12', it costs Rs. 25,000.
Therefore, 1 personally feel that if the
hon. Minister would have stuck to the In-
come-Tax Act, section 230A in which a
certificate is necessary for a property of
Rs. 50,000, the harassment to the people
would have been less.

Another point is that you are allowing a
man to sell and then you go on enquiring
and surveying etc, What I would like to
say is : Why don't you give a couple of
months' time to the seller and the sale
deed to be examined by appropriate
authorities appointed by the Government?
Don't allow the seller to back out? If
Government comes to the decision that
this property is to be taken over and there
is something fishy about it, I have no
objection thereto, but to go afterwards into
it means a lot of trouble and harassment
and legal expenses, and all other things
would arise. For example, when the sale
deed is finalised, the purchaser has to pay
stamp duty but when Government takes
any property it has not to pay any stamp
duty and the stamp duty to be paid is also
gone. Then, the stamp duty is not paid
only by the seller or the buyer, it is always
shared fifty fifty. Therefore, 1 would
submit to the Government—I am talking
at a very late stage, I know Government
cannot improve upon it today—that it will
after some experience please bring before
the Parliament an amendment to the Act
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whereby the seller or the buyer is least
harassed and at the same time the object
of the Government is realised.

Another point which I want to bring to
your notice is whether it is worthwhile
initiating proceedings for acquisition, as I
said, for a sum of Rs. 25,000 worth. I
think the Government should of their
own, resort to Rs. 50,000, which, as I
have said in the beginning, is according
to the Income-Tax Act.

The Bill also provides that, in case the
fair market value of any property
transferred exceeds its apparent consi-
deration by more than 25 per cent of such
apparent consideration, it shall be
deemed to be conclusive proof of the fact
that the consideration for the property has
not been truly stated in the instrument of
transfer for the purposes of acquisition
proceedings. Is it not against the
principles of natural justice that the onus
to prove that there is no understatement
or underestimate is thrown upon the
assessee? This I thought, according to
me, was not a proper thing.

Further, fair market value, after all, is a
matter of estimate. No two expert valuers
can ever come to one figure in
determining the market value of the
property. In wealth tax when we put the
wealth of the jewellery and other things
we get them valued by different dealers
and our experience is that no two dealers
have ever said that the value of the
particular jewellery is the same. It can
happen in this case also. That is why I am
suggesting that this is rather a very harsh
clause.

Though certain guidelines have been
provided in the Bill to the competent
authority for initiating proceedings for,
acquisition of property, yet no provision
has been made for awarding the cost to the
assesee where the proceedings are dropped
by the competent authority. Besides, the
assessee will be in suspense for the period
from the point of initiating the proceedings
till they are drop-' ped. He would also
have suffered
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monetary loss on account of the cost of
litigation, etc. It would be equitable that
certain provision be made in the Bill to
provide for awarding the cost to the
assessee where the proceedings are
dropped by the Government for the
acquisition of the property.

Sub-section (4) of section 269H of the
Bill provides that consequent upon the j
order for the acquisition of immovable j
property becoming final, the  property
shall vest absolutely in the Central Gov- j
ernment free from  all encumbrances, j
The expression 'free from all encumbra-
nces' may cause unintended hardship.
The provisions of the Bill seem to ignore
the fact that the consideration for the
transfer of the property depends on the
terms of sale, nature of title, the fact
whether the property is vacant or let out,
terms of payment etc. A property may
already be encumbered at the time of sale.
The Government, if it has decided to
acquire the property, should take it at the
same terms as are incorporated in the
transfer deed.

Finally, section 269J provides that the
compensation for the acquisition of pro-
perty shall be a sum equal to the aggre-
gate of the amount of the apparent con-
sideration and 15% thereof. This does not
take into account the expenses incurred in
surveying the property, brokerage,
registration expenses, etc. As I said a few
minutes before, there is no provision for
reimbursement  of interest charges
incurred by the transferee, except for
interest at 12% on delayed payment of
compensation, vide section 269K. It is
submitted that registration charges should
be refundable because transfer of property
to Government as I have said already, is
not liable to stamp duty. The Government
does not pay any stamp charges on any
transfer of property. They should also
remember that besides, the transferee
should be eligible for interest on the
amount ot

[RAJYA SABHA]
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the apparent consideration from the date
of original transfer to the date of
compensation.

Sir, as I said in the beginning, I wel-
come this Bill. My only submission is
that there will be several hardships and
Government should at a very early date
reconsider the whole question and bring
forward an amending Bill so that the
hardships are not there and the object of
the Government is also served. I am in
complete agreement with Government's
objective and, therefore, I wholeheartedly
support the Bill.

SHRI U. K. LAKSHMANA GOWDA
(Mysore): Mr. Deputy Chairman, Sir, I
would like to join with my other
colleagues here who have appreciated the
provisions of this Bill. The objectives, as
have already been stated by many hon.
Members on both sides, are laudable. The
objective is to see how best we can
eliminate the scourge of black money
which, as the hon. Finance Minister has
said many times in this House, has gone
to such proportions that it has become
almost a parallel economy. This Taxation
Laws (Amendment) Bill concerns itself
with one of the methods suggested by the
Wanchoo Committee in order to curb the
accumulation of black money. To that
extent that is welcome. Sir, as Mr.
Babubhai Chinai has stated here—I am
glad it was he who has stated—this has
been one of the main channels of ac-
cumulation of black money, particularly
bigger transactions in larger cities and
also in agricultural properties, where re-
course is taken to under-valuation
whereby stamp duty, capital gains tax and
taxation on the amount transacted, etc.
have all been defrauded. To this extent
this is welcome. Sir, there is definition of
immovable property which could have
been a little more elaborate. Then, Sir,
with regard to the preliminary notice a
time limit of six months has been fixed
from the date of registration. I certainly
agree with this. One cannot expect that
the buyer will have
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to go on waiting in suspense for long periods
of more than a year or so as has been
suggested by my friend, Mr. Anandam. He is
a chartered accountant and he knows the
difficulties. But he thought of stringency in
this particular case, and he also mentioned that
wherever the differences have been detected
the penalty clauses of the Income-tax Act and
the Wealth-tax Act should be invoked in
addition to the confiscation or taking over of
the property as per this Bill. I completely
disagree with him because, when you are
already taking over the property for the value
which has been mentioned in the sale deed
plus only 15% of that amount, it is unfair to
say that you also invoke the penal clauses,
particularly in view of the fact that it is very
well known that the penalty clauses in the
Income-tax Act and the Wealth-tax Act of this
country are almost sadistic. Nowhere else
such penalties are there. It is not the amount of
tax on which the penalty is levied, but on the
difference of the valuation of wealth itself. In
other words, it will be invoking capital
punishment in addition to taking over of the
property. So. Sir, i support the suggestion
made here that no other penalty will be levied
on that but the property will be taken over. To
that extent it is a welcome proposal. One
objection I have is about the definition of
'market value". As has been said by other
Members, determination of 'market value' is
very difficult and the valuation from one
person to another person varies, and this has
landed honest assessees in difficulties in many
existing cases of valuation so far as Wealth-
tax is concerned. I hope the Finance Minister
will give proper instructions to the department
to be very careful and also go into the actual
merits of a case when those valuations are
made, because it is always possible to get a
valuation which will be 15% or 20% more
than the value which is found on the sale-deed
and often an honest assessee is ; subjected to
this higher valuation. Sir, I hope in imple-
menting this measure the department
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; will do it in the spirit in which this Bill is
introduced and see that the honest assessees
particularly in the agricultural sector are not
unnecessarily penalised. I am glad, Sir, that
after the Select Committee recommendations
appellate jurisdiction also has been provided
for this; there is the Appellate Tribunal which
will go into the question of any difficulties
which arise out of the competent authority
taking immediate steps for the acquisition of
such undervalued properties. Sir, Mr. Ranbir
Singh was referring to the sale of agricultural
properties among relatives and others. I think
relief has been provided for this in a Clause,
which does not apply where the transfer is
for* love and affection, and I should think this
also must be viewed with the spirit in which
this Bill

) has been introduced which is only to curb
black transactions, and take action against
those who are evaders of tax, and not against
genuine assessees who,

I on many occasions, have to take re-

I course to sell properties at lower values, or at
values agreed among themselves,

I which may not bear comparison

! market value.

to

Then coming to the general question of
taxation, to the amendment of taxation laws, I
wish the lion. Minister had taken opportunity in
this Bill to bring in some more measures which
have been | recommended in the = Wanchoo
Com-+  mittee's recommendations as well.
There :' have been differences of opinion about
i the marginal rate of income-tax and about
the innumerable controls,  necessary and
unnecessary,  which are  in vogue in this
country and which have acted as an additional
incentive for the growth and  accumulation
of black money.

I wish the hoi). Finance Minister would go
into that question. In case it is not found
possible to reduce the tax at one stroke, at least,
as | have pleaded so many times in this House
and also , in the Finance Ministry's Consultative
Committee. consideration should be
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given to providing sufficient deductions j and
allowances in Income-Tax Act on I various
legitimate amenities, so that the assessees do
not take recourse to saving money by evasion
of income-tax.

My hon. colleague, Mr. T. N. Singh,
mentioned demonetisation. I am not so
enthusiastic about the results of demo-
netisation. The results in 1946 have not been
very encouraging. Particularly now when it
has been talked about for more than a year or
two years, it has lost its effect. Any person
who has accumulated black money will have
by now seen to it that it has been invested and
he would not keep anything in high
denomination currencies. Its only advantage is
to a limited extent. I am prepared to agree
with my hon. friend, Mr. T. N. Singh, that
even if we demonetise ten-rupee notes,
whatever money comes out from it in future
will be subject to taxation, the better part of it,
and probably it will have a check on the
accumulation of black money hoarded for
election purposes by political parlies. Only
to that extent.

SHRI T. N. SINGH : The point is that this
demonetisation has been talked about for
months and months together and it has lost all
importance. Why is it being talked about like
that? That is the point.

SHRI U. K. LAKSHMANA
GOWDA : Anyway, it has been talked about.
It has been talked about in the interim report
and many political parties have niadc a
platform out of this for years together. What
effect will it have now? The money will have
found its way iuto shares, properties and so
many other things. 1 do agree with you and to
a limited extent it will check black money
flowing into political par-

Another

to give consideration is the ban on

donations by companies to political par- ]

tics. At that time everybody was very

[RAJYASABHA]

matter to which we have ]
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enthusiastic about it and there were many
experienced people who said that this would
result in the accumulation and circulation of
black money. If any company gave any
donation, at least we could have known from
the accounts of the company how much
money had been given to different political
parties. Now, we have given a chance to them
for making this payment in black money. J
would request the hon. Finance Minister to
consider this matter very carefully, if possible,
to scrap it and revert to the old position where
it is properly accounted for. It may not be a
chargeable amount for income-tax, but it
should be allowed. Otherwise, you will never
be able to get the companies to stop payment
to political parties, because the pressure will
be so much that somehow or other they will
be encouraged to accumulate black money
and make payment to political parties.

Lastly, in this Bill we are providing
enormous powers to the competent authority.
1 would request that the hon. Finance Minister
should send instructions to his department
that they should be very judicious and careful
in discharging their duties. They have such
powers under their discretion that an honest
assessee may be harassed to such an extent
that in the end the result might be that he may
be forced to become a dishonest assessee.
Thank you.

SHRI Y. B. CHAVAN : Sir. I thank the
hon. Members who participated in the debate.
Though many of them had doubts about the
efficacy of the registration, all of them have
lauded the objective of the Bill and have
given a hearty welcome to it.



237 Taxation Laws

SHR! Y. B. CHAVAN : Sir, | quite
agree that it is not cnough to have taxa-
tion laws, it is oot enough to have taxa-
tion policies. but what is most impor«
tant is that administration has also to
be effective. 1 concede this position.
Therefore. while commending this Bill
for your acceptance, | assure the House
that we will try to see that this Act, not
only this Act but other taxation Acts
also are properly administered.

Some of the Members have made re-
ference to the report of the Wanchoo
Committee. The Wanchoo Committee
has certainly made certain recomendi-
tions about the merits of taxation, the
levels of taxation, the methods of taxa-
tion, etc., but at the same time they
have also made certain recommenda-
tions regarding the taxation administra-
tion as well. I would like to tell the
hon. House that we are going into de-
wails of necessary improvements thut are
necessary for the administration of taxa-
tion.

Having said this, | must say that 1 am
nol so pessimistic as some hon. Mem-
pers wanted to be, because here is a
prablem and we have to find a solution
for it. If ¥ take n position as the hon.
Member. Mr. T. N. Singh, ook,  that
nothing is going to happen. that  tax
evasion iy going on and on and on. ..

SHRI T. N. SINGH : | thnk you
are rather unfair. What 1 said was
that your administralion is corrupt and
incfficient, and you must improve that
first. | think it is possible 1o improve
the administration. It is possible to be
honest, but then the steps that have 0
be taken are not taken. That is my
complaint.

SHR! Y. B. CHAVAN . [ do not
want to have a dialogue. He hus said
it, I have heard him patiently, let me
deal with it That is why 1 did concede
the position that the taxes administra-
lion will have to be improved, but at the
same time T am not taking this pessirgjs-
ic view because we have accepted that

[RAJYA SABHA]
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there is black muney. 1L awv w ==
rally accepted proposition. One of the
means of making use of the black

money is in the transfer of immovable
property. This is also an accepted pro-
position. The point is how 10 denl with
it. This was one of the ways that was
thought of and we thought there was

something in it Therefore, we brought
\his legislation. As 1 said in the Budget
speech in 1971. it is much betler 1o take
the dishonest person at his words. 1f he
says that this is the amount that he has
paid, let us accept his statement and try
1o acquire the property at that value,

Some Members have raised ceriain
points of procedure,  Some Members
have pointed out the imperfeciness of
the definition of immovable  property
particularty in respect of the transfer of
co-operative societies' flats, I can only
tell them that the Select Committee did

3\ amount.

1 differ in the

go into this question and we found

' there that this Act comes into operation

where the property rransferred is regis-
tered.
shures which
is no provision for the registration  of
shares. We huve made an observation

In the case of flats it is the
ure transferred and there

| there ithat it will be necessary to amend
‘ the Registration Act so as to make it
|

compulsory 1o have the transfer of
<hares also regisicred so that this Acl
possibly can attract this provision for
that matter.

The hon. Member, Shri Babubbai
Chinai, said that Rs. 25,000 is a small
In the case of Bombay what
he says possibly is true that this is small.
1 think we went into this question in the
Select  Committee  in  greater detail.
Apart from this provision of Rs. 25,000
there is also provision regarding 13
per cent of the fuir value because it is

| yuite possible that there may be some
i sort of dillerence of opinion about the

slso because the Valuers may
valuation and therefore this

15 per cenmt margin has been kepl. 1
| think there is 4pother extreme view that
| some Members expressed : “Why is it

valuation
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jSbri Y. B. Chavan] that you have
mentioned Rs. 25,0007 That means that
properties valued below Rs. 25,000 will go
completely untouched". My only answer to
that would be that if we take any property
worth even below Rs. 25,000, administratively
it will become completely impossible to go
into this matter because, if we go into the
statistics—I mentioned some statistics in the
other House—Dbecause these transfers include
even the transfer of agricultural lands and I
think lakhs of transfers take place in each and
every State. I have not got those figures with
me now, but I have got some figure from
Tamil Nadu. I think it ran into four lakhs of
transfers which were registered. And it is quite
possible that they can be even more than that.
About the figure I got from Bombay, the
transfers were 25000 or 30000 of immovable
property in one year. It was not recently but in
1960-67 or so. So, it is administratively a very
difficult proposition not to have this
limitation.

[RAJYA SABHA]

Now, some hon. Members—particularly th
hon. Shri Anandam—raised the point that th
transferee could declare the unrecorded assets i
his return for the following year and thus escap
the penalty, etc. Really speaking, I am afraid th
hon. Member has missed the real objectiv
underlying the provisions of the Act, th
provisions which aim at combating tax evasion
If the transferee admits that the asset has bee
understated and bases the tax hereon the objec
could have been achieved. Then there is n
question of penalising. His main question is, i
he has, really speaking, to declare th
unrecorded assets next year, then possibly h
would not have done that. This does not psycho
logically fit into that. If he warn declare and hi
has to pay the tax, nobody is interested i
merely penalising him for understating th
property. Dr. Bhai Mahavir certainly went int
that aspect as to what the Government is j goin
to do with the properties so ac- j quired. It i
certainly a problem. Ido J
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not want to deny the size of the problem, the
intricacy or the complexity of the problem.
But anyway we will have to find a solution
for that as we go ahead with this matter.

Another question that Shri Mahavir Tyagi
raised was this. He wanted to know about that
because it was a very legitimate question. He
said, as far as the transferee is concerned you
are penalising him for acquiring his property.
What about the transferer. He gets the money
and gets away with it. That was the point that
he raised. I can only tell bim, as he has no
property with him we cannot acquire it. But
once it is proved that he has got that addi-
tional money with him. it is certainly subject
to capital gains tax. We can certainly charge
him for that.

SHRI BABUBHAI M. C HINAI : It is not
provided.

SHRI Y. B. CHAVAN : It is not a question
of provision. It becomes subject to capital
gains lax. There is no need for any additional
provision. The provision is already there. He
is subject to the capital gains tax This is one
thing.

Then, another point which Shri Anandam
made was a vers interesting point. He said that
the exemption of the transferee from
penalising under the income-tax and the
wealth-rax will mean that the person will be
let off leniently as compared to a person on
whom the penalty is levied. In cases where the
asset is not truly stated, there are provisions in
the Income-tax Act for taking the unexplained
investment in the hands of the transferee.
There is provision even under the present
Income-tax Act, so that we can certainly
penalise him. But the experience is that the
onus of proof is on the department which is
impossible. In order to get out of thW
difficulty, the Wanchoo Committee suggested
this provision and therefore this question of
acquiring the property is a waj out of that
thing. So. I hope thai
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Shri Anandam can see the logic behind
this particular provision. 1 see his

point. Really speaking, the present
provisions are proving ineffective.
Therefore, as [ said, it is not

enough to have a law. We have to see
that the law is workable and taxation
becomes more effective. 1 can under-
stand that. The honourable Mr. Chou-
dhry made a speech and went  away.
He wanted some assurance 3% faeii®
FrE wmzaAr @g Fey that is, there
would not be any injustice for honest
people. We would not
them.

MR, DEPUTY CHAIRMAN :
question 15 @

The

“That the Bill further to amend the
Income-tax Act, 1961, the Wealth-
tax Act, 1957 and the Gift-tax Act,
1058, as passed by the Lok Sabha,
he taken into consideration.”

The motion was adopted.

MR. DEPUTY CHAIRMAN : Now |

we shall take up the clause by clause
Consideration.

Clanses 2 to 25 were
Bill.

added 1o the

Clause 1, the Enaciing Formula and
the title were added to the Bill.
SHRI Y. B. CHAVAN : Sir, 1 move :

“That the Bill be returned.”

The question way put and the motion
was adopted

PHE INSECTICIDES (AMENDMENT)
BILL. 1972

THE MINISTER OF STATE IN |

THE MINISTRY OF AGRICULTURE
(PROF, SHER SINGH) : Sir, T beg to
move :

“That the Bill to amend the Insecti-
cides Act, 1968, he taken intp consi-
desation.”

[RAJYA SABHA]

be unfair to |
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l Gir, 1 am moving this Bill 1o amenp
sections 9(1) and 13(1) of the Insecti-
cides Act, 1968, for extending the time
Jimit up to 31st December, 1972, to0
enable large number of manufacturers,
| formulators, imporiers, sellers of insec-
| ticides who could not apply in time,
to apply for the registration of their
products to the Registration C ommittee,
Government of India and for securing
State authorities.

|
|

licences from the

This has been necessitated because of
{he proviso of the above two sections
wherein persons engaged in the busim';ss
of import or manufacture of any =
secticide immediately before the com-
mencement of these sections, were 10
make an application to the Registration
Committee  wilthin a period  of six
months ie up 0 31t January, 1972
and those engaged in the manufacture
or sclling, stocking or exhibiting for
sale or distributing, were to apply to the
licencing officers :ippoimed.fnotiﬁed by
the Stales within a period of three
| months. that is. 115y October. 1971,

|
The bringing n of the manufacturers/
formulators/ importers/sellers who could
not apply in time, under the
purview of (he Act would enable the
States to continue 10 procure jnsecti-
1 cides from these units and avoid dislo-
cation and blockade of supplies of such
an essential input for increasing produe-
tion in the wake of all round drought
\ situation resuliing into substantial loss
[
i
|

of foodgrains and other essential agri-
cultural commaodities.

The delay in setting up o ihe licen-
sing agency in the States, lack of pub-
licity, non-availability of gazetic notifi-
cations to the widely scattered insecti-
cide manufacturing/ formulating units
in the small scale sector. wrc some of
the reasons for non-submission of the
applications  for registration and licen-
| ces. in time. This amendment will also

|



