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SHRI VIDYA GHANRAN SHUKLA :
The very fact of the newspaper report would
show that all the hon. Ministers are being
treated as ordinary assessees. No special
concessions has been shown to anybody.

The question was proposed.

MR. DEPUTY CHAIRMAN : We vill
continue the discussion after lunch iour.
Meanwhile we have got a statement.

.TATEMENT BY MINISTER CONTRA-
CTING CERTAIN REMARK MADE BY
SHRI RAIJNARAIN

THE MINISTER OF STATE IN THE
MINISTRY OF INFORMATION AND
SROADCASTING AND IN THE DE-
PARTMENT OF COMMUNICATIONS
SHRI I. K. GUJRAL) : With your per-
lission, Sir, I have noticed that in the .ajya
Sabha proceedings of the 26th f this month
the hon. Member, Shri Lajnarain, while
speaking on the University iranta
Commission report debate mentio-ed that I
got pressurised Shri Salwan of alwan
College, Delhi, about the appoint-lent of
Principal. 1 would like to submit iat his
imformation is untrue.

MR. DEPUTY CHAIRMAN : The louse
stands adjourned till 2 P.M.

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

The House reassembled after lunch at wo
of the clock, MR. DEPUTY CHAIRMAN 1 the
Chair.

HE TAXATION LAWS (AMEND.
MENT)  BILL, 1970—contd.

SHRI R.T. PARTHASARATHY (Tamil
Fadu) Mr. Deputy Chairman, Sir, I se
to make a few observations on  the 'axation
Laws (Amendment) BiiJ of 1970, artly
welcoming some of its provisions ad partly
submitting to you that some of s provisions
have been begun from the rong end. They
are not constructive by ny manner or means
though 1 would te to say that this Bill could
have been nproved by and large if the
Government ought it fit to make all the
provisions 1 ceptable to the Opposition
as well.
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Sir, I would like to make an initial comment ,
that the income-tax law, along with the wealth
tax, the gift tax and the companies' profits
(surtax) laws that are in I existence today, is
vexatious. It might I be a very hard term to
describe it as vexatious. But I have good
reasons to I make my submission to you and
through you to the honourable House because
I feel that the principles of public finance and
taxation are honoured in their breach by this
Government on diverse grounds. While that
remains the saddest chapter of the financial
history of our country, my complaint
against this  Government is that they
have not come forward to remove the
existing ills in the tax law and the other allied
laws. The hon. Minister while initiating this
debate this morning made a reference that all
the assessees will ~ be treated on a par with
the Ministers with reference to the application
of the income-tax law. May I respectfully ask
the Government whether the same concession
that was shown to an hon. Minister who has
submitted his return after a 51-month I
delay will be extended to all the citizens and
assessees of this country? Why has this
Minister with 51 months' delay been given
that exemption and what are the special
reasons ? Will the hon. Minister be prepared
to place them on the Table of the House ?
That is why I say that the Government has
been adopting double standards, one for
the ordinary citizens and another for those
who are Ministers and patrons of  the
Government.  And with this, I leave that
remark.

Sir, a little while ago, I described these four
laws as vexatious because they do not
correspond to the norms on  which the
principles of public finance should operate.
The salutory principles of taxation should be
that (1) it ought not to be vexatious; (a)
the cost of collection of these direct taxes
should not he high as compared to the
returns; (3) it should not be penal; and (4) it
should not throttle the development
programme. And my submission to you is
that in all these four respects, the income-tax
law thatis in in existence today and even
the amendment of the income-tax law that
has been placed before the House today, have
acted adversely to the public interest, not
corresponding to these four norms  on
which all the democratic nations of the
world have based their tax laws.

Sir, it appears to me that the Finance
Minister, in bringing forward this law, wants
to follow the principle evolved from
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Prof. Kaldor's ti eory and the theory that was
propoundec first by the former Finance
Minister, Shri T. T. Krishnama-chari. But
later the subsequent Finance Ministers have
f. and that certain portions of Prof. Kaldor's
theory could not operate in the interests if the
country and they have given then up, for
example, the expenditure-tax. would like to
ask what is the use of sticking so hard to
Prof. Kaldor's theory by and la ge giving a
loophole at every space that i available and
ultimately makin5 the legislation
unworkable? And would it bring tlie desired
results? May [ know whether the
Government in all its perspective is >repared
to confine to the full application at Prof.
Kaldor's theory? Or are we goinc to give up
that theory altogether and 1 ring forward a
new law as such ? Accordi ig to me, the
income-tax law and other allied laws that are
in existence today are oi ily piece-meal
legislations that are not acting in furthering
the productive interests of t us country.

Sir, on this o casion I wish that this
House should look at the revenue budget
for the last 20 y :ars. In the year 1950
the revenue budg t was to the tune of Rs.
600 crores. In the year 1960-61, it was
1,064 crores. \nd in 1970-71 ithas
outgrown to Rs. 3,152 crores, almost five
times, in a period of twenty years. This is the
result of ow taxation policy, particularly the
diret 1 taxation policy which has yielded a
five-fold revenue. Correspondingly, I would
like the Government to know that in the
ipplication and formulation of the taxati( a
policy, as it will derive revenue on the o "¢
hand and as it would act adversely o
progressively on the other, I must sufc mit,
Sir, that the Income Tax law has bei n
generally oppressive particularly agsinst the
Individual and generally ai ainst the family.
This cannot be deniec . There is hardly any
item of common ise in this country—and this
I say by way of illustration, not particularly
dealing < ith direct taxes but also with
indi‘ect tares—that is not taxed in some form
or the other, indirect tax on matches, fuel, e
lible oils and all food articles with the
exception of salt.

Sir, may I say /ery respectfully that the
shortsighted tax ition policy, from the day the
Budget was introduced by the hon. Prime
Min ster on 28-2-70, has resulted in a price
rise of 15 per cent, with reference to the
essential commodities? This fact cannot je
denied by the Government. If this is s 1, are
you not going to rethink on your tr xation
policy and make

it less oppressive and more productive? In his
reply I would like the hon. Finance Minister to
give some valid points either to contradict me
or to accept my argument.

Sir, I would also like to state that the one
point which the hon. Finance Minister stated
while initiating the debate is that this direct tax
covers only 1$ per cent, of the people of this
country. May I ask him whether India is not the
most highly taxed country in the world or may
be, one of the most highly taxed countries in
the world? If we take only the type of people
affected by this double taxation, both direct
and indirect, their property, their income and
their resources, they would get a good case to
plead with the Government for a rethinking on
this whole issue.

The way in which the income tax and other
direct taxes oppressively act on the assessees, it
is only a small community as the hon. Minister
himself admitted 1J per cent.,, and they are
made to bear a disproportionate share of direct
taxes in the name of some objective or other.

Sir, I very much regret to say that our direct
taxation policy has reached a stage of
stagnation in production and yielded a
disincentive to produce more. When the saving
incentive has been considerably brought down,
investment-oriented economy cannot be made
progressive and cannot be a flourishing one;
this will retard its growth. It will create an
inroad towards the all-round progress of the
nation.

Following the very same arguments which
the hon. Minister put forward a little while ago,
may I ask whether the fixed income group, the
salaried group and even the wage-earner are not
hit very hard by these taxes ? They are obliged
to spend today 75 per cent, of their income on
food for their family whereas 25 years ago they
were spending only 50 per cent, of their income
on that item. What is the corresponding
position? This is how the Government should
think in a relative way if we are to march
towards a new economic and social order, about
which both the Government as well as the Op-
position are very much concerned. Now, if this
is going to be the pattern which we will follow,
the value of money, which has been eroded
already, will be still more eroded. In spite of the
five-fold increase in tax revenue during the
last 20 years,



111 Taxation Laws

[Shri R. P. Parthasarathy]

we find that Government is spending crores
and crores of rupees of this tax money that it
is collecting from the asses-sees on objectives
which do not give substantial production to
the country. And when there is this non-
productive expenditure, I am afraid the
Government has no right to come before
Parliament or Dbefore the public for
enhancement of the rate of taxation by all
manner or means.

Sir, when the Prime Minister put forward
the Budget proposals before Parliament she
gave an assurance, for keeping open a deficit
of Rs. 225 crores, that there may be a stage
when this amount of Rs. 225 crores will not be
there as deficit. Sir, to-day if we examine the
Reserve Bank chart, after eight months there
is inflation already, due to a deficit of Rs. 250
crores and perhaps it may increase to Rs. 300
or Rs. 325 crores by the time the next Budget
is presented. Is this the way finances of this
poor country should be managed? Is there no
remedy? I know the remedy, but I want the
Government to answer this particular point. I
would like to know what answer they will
give.

Then, may I respectfully submit—and this
cannot be disputed by the Government— that
the National Income is about Rs. 30,000
crores at current prices, and in terms of
constant prices, it is only Rs. 13,000 to Rs.
15,000 crores. Even as an instrument of
promoting some intangible objectives, the
taxation policy has not been successful because
at the lower end of the spectrum, there has
been no particular increase in the standard of
living of the people due to the erosion of the
value of money. The Government should take
prime care to see that the value of money is
protected and kept at the optimum level,
instead of getting it eroded. At the other end
also, due to the very high rate of taxation, new
investment to enlarge the productive capacity
of our country is tapering, which is not: good
for the country. Sir, all these are the result of
the vexatious taxation law. I am not objecting
to the principle of income-tax 01 the wealth-
tax or the death duty or the super tax, but to
the manner in which you are doing it. I am not
sure if this Bill will go a long way to help
you; it may put more spokes in the wheel of
administration. (Time-hell rings).

Sir, I have got some more time of my
party.

[RAJYASABHA]
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The taxation law is vexatious and hampers
developmental programme. [ say it hampers
developmental programme because
compared to last year, this year you have a
drop in the industiial production. Though
agriculture has benefited by and large,
industrial production has gone down by two to
three per cent. Has  the Government ever
thought whether the taxation policy has
anything to do with that? It is a serious matter
for which you alone can answer. Sir, [ would
submit that in taking care of the developmental
programme, the taxation law, both in operation
as well as in principle; should be made to
suit with the circumstances, to suit with the
economy of our country and made adjustable
so that all the money that we may be collecting
will not be under duress and the industries or
the new entrepreneurs will not be made to
work at a loss, which will ultimately retard the
productive capacity of the industry. 1 would
very much like that there  should be some
fresh thinking on this whole score. May I take
the House into confidence and make a very
humble submission that the time has come for
the Government not only to rethink on
this  whole taxation policy and the entire
financial structure, but the time has come for
a national committee of experts , to be
appointed by the Government, an i expert
committee consisting of only three persons,
persons of the stature of Shri Chin-tamani
Deshmukh, of the stature of Shri T. T.
Krishnamachari, of the stature c¢f Shri K.
Santhanam, who are experts on finance, and
persons who had something to do with the
Reserve Bank like the Governors of the
Reserve Bank? Three persons of such stature
should be appointed on this committee and
the committee should go de  novo into
practically all the points connected with
taxation and finance and see how best a
taxation code could be evolved in conformity
with the developmental programme of this
country. The goose that lays the golden
eggs should not be destroyed. That should be
the prime concern of our country. And if the
Government is pleased to accept this humble
suggestion of mine, I am sure within six
months or one year when we get the report of
this committee, we shall be more educated and
we shall do the right thing by the whole na-
tion. Basic changes are needed in taxation
laws, in their principle and the modus
operandi. And T would very much like that
whatever may be the nature of the taxation
proposals that we might evolve in future,
whatever may be the amendments the
Government might propose to the law,  the
taxation policy should be production-oriented,
and only then shall
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we have seci red the economic growth of our
country. \nd if we do not work towards the
bet erment of the economic growth of the ci
mntry, we will not succeed in the
establishment of a stable social order in this
country. ->ince we are all committed to a
progressix policy, since we are all
committed to ; socialistic path, it is very
necessaiy that tl ere should be certain norms
which the grea financial experts of the world
have always stressed upon, that we shall not
tax th lower strata of the society and make
them crippled because that way ultimately
we s Lall not have delivered the goods by
the p ople. While bringing forward this legisl
tion which contains a few welcome measu
es, I hope, the honourable Minister will s e
that these provisions are not destru tive in
character and that ultimately all t >e
assessees will be treated equally so that not
only equality of citizenship is obs rved by
the Income-tax Department, bi.t the same
norms that are applied to Mir isters are
applied to an ordinary assess*

SHRI M. ANANDAM (Andhra Pradesh) :
I congiatulate Mr. Parthasarathy for having
give i a very good lead to this lively debate.
Tl e Taxation Laws (Amendment) Bill was
vith the Select Committee of the Lok S; bha
for about two years. They have been
deliberating over it for nearly two years, and
during these two years we had two Finance
Bills, one in 1969 and the o her in 1970.
While many of the radical lings were
considered by the Select Com nit tee, some
greater things were also brout at before the
House in the name of Fi i.ance Bills and we
passed them. The ultir iate result of it is that
what we are discussing today is something
very small compared to the various major
changes that have be n made in both the
Finance Acts, in the Finance Act of 1969 and
also in the Fin.-nee Act of 1970. Before I
speak on the provisions of the Taxation
(Amendment) fill, I would like to make two
or throe general observations. The observatior
s are on the basis of the remarks made >y the
hon. Minister for Finance while introducing
the Bill. He says that this B II is intended to
simplify the tax structur . I just want to know
what exactly he meai s by simplification of
the tax structure. The Income Tax Act of
1961 which il in operation today had 298
sections whe 1 it was originally passed, apart
from the \ irious schedules appended to it.
During th< ten years between 1961 and 1970
there v fire about 400 amendments moved to
this A :t. Besides these, we have .at least
twenty volumes of income-tax reports which
ii terpret the Income  Tax
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Act, 1961 for the benefit of the tax-payers and
the income-tax department. If you take all the
plethora of case laws into consideration, I
would just like to know what exactly should
be the attitude of the tax payers in the matter
of complying with the tax laws. Today we are
discussing the Taxation Laws (Amendment)
Bill consisting of about 74 amendments to add
to this galaxy of confusion. This is the first
observation which I wanted to make.

Secondly, this income-tax law is in a
language which the majority of the Indian
community does not understand. It is in the
English language. I must say that more than
90 per cent of the tax-payers do not
understand it. In addition to this, it is drafted
in a very complicated language and it is very
difficult for anyone to comply with the law.
During these 22 years after independence,
government should have attempted to translate
the income-tax laws into various regional
languages contained in the Eighth Schedule to
the Indian Constitution. When thousands of
crores of rupees of revenue are collected by
the Government, is it not the duty of the gov-
ernment to see that the law which requires
strict compliance on the part of the taxpayers
should be translated into a language which is
understandable by the tax-payers? This, I must
say, has not been done. At least now I feel that
the hon. Minister will take to his heart what I
say and see that the law is translated into the
various regional languages in the country.

The third observation which I would like to
make is that I agree that any statute, more so a
fiscal statute, cannot be static. It has to change
to suit changed situations; especially in a
developing economy, it is essential that the tax
policy must be related to the aspirations, to the
existing environment and to the needs of
society. But today to what extent the tax
policy has been reflected in the various
amendments which are in the forefront in the
Parliament I am afraid that if we take the
various amendments into consideration that
have been passed during the last ten years,
none of these would reflect the real tax polies
of the government at all. They are either
procedural amendments or they are to plug the
loopholes with reard to tax evasion or they are
there to change the law to suit the case law,
decided by the courts.

Sir, as Shri Parthasarathy has put it India is
one of the nations where the rate of income-
tax are the highest and there are cases where
the assessees have to pay their entire income
as tax, when both the
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wealth tax and income-tax are taken into
consideration. It is a feat of human ima-
gination to understand the dilemma of a
person who earns, say, a lakh of rupees and
is asked to pay the entire sum as tax. It is
really a test for human psychology if
anybody says that he pays tax with as much
ease as a person who earns, say five
thousand or six thousand rupees. I mean, if
the tax is so high, it is but necessary that
some people practise tax avoidance. I am not
trying to justify tax evasion, but I must say
that if the law permits avoidance, a person in
perfectly justified in tax avoidance.

Sir, apart from the heavy taxes that we
have, I must also say that the law prescribes
very heavy penalties and for the same
default, there are two or three sections by
which a person is penalised, whether it is by
way of penal interest or penalties. A person
if he is negligent, has to pay very heavy rates
of penal interest and penalty. Sir, the
penalties are not related actually to the tax
that is due from an assessee. I do not know
why the penal provisions are found so
stringent as they are now. I mean to say that
in the case of concealment of wealth, if a
person conceals even deliberately fifty
thousand, the penalty is fifty thousand, even
though the tax is only five hundred. The tax
provisions and the penal provisions are very
heavy and confiscatory in nature and it is
only, I venture to say, the very thin film of
legality that separates this from highway
robber/.

Why is it then that we should deprive the
private individual of all his wealth ? Some-
times, Sir, I begin to wonder whether we
really require such a heavy taxation at all.
Our country's economy is a mixed economy.
It is not an economy like that of the Soviet
Russia where all property is owned by the
government; it is not an economy as that of
the United States of America where it is
more or less exclusively the private
enterprise, and ours is an economy where we
allow the private enterprise to exist along
with the government enterprise. I know, Sir,
when that is the case, the Government do
require a lot of funds, a lot of resources, and
it is necessary for them to mobilise
resources. But, at what cost? Are we
wanting that the private individuals also
invest and contribute to the progress of the
nation? Is it not necessary that private
enterprise should contribute to the economic
development of the country? If that is so, are
we really leaving anything

to the private individual for the purpose of
investment? I must say that it is not being
done that way. And, even taking into
consideration these very high rates of tax, I
was just wondering whether the tax amount
that we are now realising is commensurate with
the high rates of taxes that we are charging.
Just now, Mr. Parthasarathy has given
certain figures about the tax revenues. He
said  that between 1950 and 1970, in these
twenty years, the tax income has gone up five-
fold. But, Sir, our national income has also
gone up by neaily three to four times and at the
same time, the tax rates have also gone up by
four to five times. Is this a case where these
high rates of taxes are reflected in  the
additional revenue that we are getting? [am
afraid it is not so,, which explains that there is a
very heavy evasion of tax and checking
evasion, it is not by having penal provisions
that we can do it, it is by having a very
moderate system of tax laws that we can do. |
may cite at this stage the instance of Japan
where at one time they had very heavy rates of
taxes, going to nearly 90 to 95 per cent. They
found, on a closer examination and review,
that a rate of tax of 95 per cent had not been
giving as much revenue as the rate when it was
about 60 per cent. Therefore, after
experimenting  with this very high rate of tax
of 90 per cent they reduced the tax rate to 60
per cent and I understand now the rate of 60
per cent gives more than double the revenue
than what they were getting when it was 90 per
cent. This is the thing, Sir, which probably we
must examine and see whether by reduction
of the rates of tax we will be able to get more
revenue to the Government.

Sir, before I go to offer my comments on
the provisions of the Bill, I would say only
one thing. Any tax can succeed only if there is
a proper tax laws compliance and tax
administration. I must say, Sir,.that both these
things are lacking in our country. Today I read
in newspapers that some of the Ministers
themselves have defaulted in submitting their
returns for wealth-tax. I do not blame the
Ministers for it. I only want to draw a lesson
out of it. If the educated persons are not able
to comply with tax laws, what about the
millions today in India who cannot comply in
aproper manner?

Similarly, Sir, I may say with regard to tax
administrators that they have not been as
efficient as they ought to be. I do not blame
the tax administrators for that. These Income-
tax Officers are a lot which is terribly
frustrated for want
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of promotions. It is r o exaggeration if I say
that there are hundreds of writs in the High
Courts involving almost all the two thousand
and sev> a hundred to three thousand Income-
tax Officers for something or other. Even th
Assistant Commissioners, and member of the
Board of Revenue, are not immune from it.
Even they have gone to the courts for
purposes of promotion and seniority. With
this type of frustrated lot, I am ..fraid that
whatever tax arrears we should 1 ave
collected, have not been collected ] roperly,
because these officers are tnor interested in
settling their service ma ters than adminis-
tering the law.

There is also anothe suggestion I want to
make here. Sir, th avenues of promotions, so
far as the Department is concerned, have
become vt ry limited. When compared to their
cour r.erparts, say .LA.S., LF.S. or LA. & A.S.,
1 must say that for these people who are d<
ring an exceedingly onerous job, the pro'lotion
chances are very limited. That is ah > one of
the reasons for their frustration. So I would
appeal to the hon. Minister of Finance to go
into their service matters to see that we have a
very well satisfied, entl jsiastic tax officers to
administer the law, ; nd also to see that from
the side of ta> evasion there is effective check
from t ie administration also.

I will deal with the jrovisions of the Bill
when I elaborate the unendents which I have
moved. ..

MR. DEPUTY CH URMAN: Why don't
you do that now '

SHRI M. ANANDVM: I will take only
five minutes.

MR. DEPUTY CP AIRMAN : You tiave
already taken 15 minutes.

SHRI M. ANAND.vM: There are :ertam
welcome features in the Bill, as ilso there are
certain di appointing provi-ons.

One welcome feature is the one realting o
the amortisation of pr eliminary expenses. [
must congratulate the Government for he
very bold step they 1 ive taken to intro-luce a
provision for this purpose. But, >ir, I must
say that v\ nat the Govern-ncnt is giving by
rigl t hand, they are rying to snatch it away
vith the left hand. The limit placed at tvo and
a half per ent of the capital employed is rather
very mall. I have seen at lea t 30 or 40
Balance
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Sheets during the last one week to find out
what exactly would be the average preliminary
expenses, and I found that it is between 4 and
5 per cent. So I would request the hon.
Minister of Finance that he may consider this
matter and see that, this limit is increased up
to 4 per cent.

But, Sir, there is another condition that has
been placed here, that is, the marketability
report, the feasibility report and the project
report must be obtained from persons who are
approved by the Board of Direct Taxes. I want
to know, Sir, how many of these Chartered
Accountants, Cost Accountants, Engineers,
etc., who run into tens of thousands in
number, would apply to the Board for this
purpose. It would not be humanly possible for
all of them to get the approval of the Board.
What is the criteria for the Board to decide?
Are they going to prescribe any qualifications
here? Are they not trying to create a privileged
class of people in this socialist pattern of
society? Whv do you want this type of
restriction in this manner? I want the Minister
to seriously consider this aspect and see that
every person who is qualified to carry on the
profession must be able to do this particular
job of giving the project or feasibility report.
If the Department feels that any industrial
concern has not been using this devise
properly, they have always the right to reject it
by saying that the report is not authentic and it
is carried on by some fake persons. Therefore
there is no nef.d for them to approve of these
professional people at all.

There is another provision introduced for
assessing the Hindu undivided family. I
welcome this provision in the sense that [ know
a lot of tax avoidance is going on by throwing
self-acquired  property into the Hindu
undivided family but I understand that a survey
has been conducted by the Government to find
out to what extent this device has been utilised
and to what extent by having this provision the
tax revenues will improve. I understand from a
survey conducted in Delhi, Calcutta. Bombay
and Ahmedabad that even in the matter of tax
that the Government would get, it would be
about Rs. 40 lakhs over Rs. 400 crores of
revenue we have been getting. Is it necessary
for us to plug the loophole in this manner for a
paltry sum of Rs. 40 lakhs when this provision
is going to cut at the root of the traditional
Hindu joint family system ? I do not know
what I should say here but I feel that this;
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provision, through welcome, is not necessary
but that there aie certain defficulties in
actually putting this provision into operation.

There are some problems that would arise.
One is, where the strength of a Hindu joint
family so far as co-parceners are concerned, is
not the same. It varies with the birth of a person
in a family or the death of a person. How are
you going to decide what should be the share of
the minor or the spouse in the circumstances ?
Secondly, when the Hindu undivided family has
already some property and an individual throws
his self-acquired property into the common
property and both the converted property and
the existing property are invested together and
they are interwoven in such a way that it is
difficult to say what is attributed as the income
of the same property, how are you going to
decide what should be the share of the
individual or the minor or the spouse? Thirdly,
the Income-tax has a very peculiar system
where ready profit - is separately taxed and
speculation loss is separately carried over. What
would happen if the Hindu undivided family
has any profit and in the same year it has
speculation loss? What would happen if the
Hindu undivided family has suffered
speculation loss ? Will you carry it over or will
you set it off against the individual income in
that year of the person who has converted the
property ? There are simlar types of problems
that would arise in implementing this provision
particularly. This provision is going to lead to a
lot of litigation instead of symplifying the
matter and plugging the loophole by way of tax
avoidance. This is going to complicate the entiie
tax-structure of India and I am sure the Minister
will come with an amendment to withdraw this
particular provision.

Sir, with one thing I will close, and that is
with regard to the registration of firms. There
is a piovision now introduced in the Act saying
that, if any person is a partner in a firm and is
benamdar for another person, that firm should
be treated as a non-genuine firm and
registration should be refused to it. The
implication of it is that, if a person is benamdar
for somebody the, the firm as an unregistered
firm has got to pay the tax. Sir, [ want to know
whether, by introducing this particular pro-
vision, the Ministry of Finance has considered
the implecations behind it. There are two ways
of creating benami partners.

[RAJYASABHA]

(Amat.) Bill, 1970 120

One is to defraud the Government for
evading tax. The other is by a person asking
somebody else to act on his behalf, and
that person, as a beneficial owner, admits
very honestly that the share of profits of
the other partner is his own. So far as
the first case is concerned, Sir, where the
idea is to defraud the Government, there
is ample provision in the law even now for
taking action against that unregistered
firm saying that it is not genuine, and there
is no need for any provision, for any amend
ment in the law in this regard. But so far
as the second is concerned, Sir, I do not
understand, when the beneficial owner
himself comes forward and says that he is
the partner and not the other one, and
offers to pay the tax on that, what is the
reason for the Department not to accept
it and not to register the firm ? This*
Sir, is a very retrograde step so far
as partnerships are concerned, and this
has very serious consequences if you un
derstand two factors here. One is, we kno%
that Hindu undivided families have been
partners in registered firms, and under the
Partnership Act a Hindu undivided famiiy
cannot be a partner in any firm. It is only
an individual who can be a partner, and
the individual, if he is a partner by virtue
of his being a representative of the Hindu
undivided family, can ask that his share
be taxed in the hands of the Hindu un
divided family. Now with this provision
does it not happen that, when a Hindu
undivided family has a partner represented
through an individual, this becomes a
benami and therefore treated as an unre-
gisteied firm and also a non-genuine firm?
What will happen to all the partnerships
that have been registered these fifty years
with the present Hindu undivided families
existing as partners in firms? I would
also cite another instance, Sir. There are
various sub-partnerships, which have re
presentation in the main partnership
and there the individuals of these sub-
partnerships have been recognised all
these years. Now what will happen to this
particular main partnership? Now A is
a partner and he is representing a subpart-
nership and therefore a benamd >r for
the subpartnership. Are you going to refuse
registration for these types of genuine
partnerships also? I am afraid that, while
introducing this particular piovision, in the
Act, the Department has not pondered over
the serious aspects of it, and I am sure the
Minister for Finance will come ou giving the
reasons for accepting this type of proposal for
an amendment. Sir, there are other things
which I would like to sa> but I shall do so
later when the amendment! that 1 have tabled
come up for considera-
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ion. I thank you for gi' ing me this oppor-u
lity of speaking on this Bill at this

SHRI M. K. MOT TA (Rajasthan) : Mr.
Deputy Chairman, Sir, the Taxation Laws
(Amendment) B 11 which is before :he
House has been bi-night in according
0 the Government for simplification
ind 1 ationalisation of the taxation stru-
ture. Theie are sev ral welcome fea-
wures in the Bill but as is usual with
nost Government aciions some of the
provisions are such 1 k&t they do not
*o0 far enough to achieve the objective
hat is behind the fran ing of such provi-
ions.

h

Sir, at the outset I must say that this
juestion of tax avoidai ce and tax evasion
nust be viewed in the iroper perspective.
A'hat 1T would like t ie Government to
consider is whether in he general atmos-
ahere that is prevailii g in the country oday,
namely, that of contempt for law )f all sorts,
whether ttx evasion is also lot an extension
of that contempt and vhether it is not a fa<t
that substantial improvement in this sph re
can come about >niy if there is more res
>ect for law in the ountiy and if the
Government policies vere such that laws are
respected and en-orced equitably and j istly
and for the ;ood of the communit as a
whole. In his respect I must also mention
that lea-lers in public life must 1 we a
greater sense f responsibility for ob erving
all kinds f laws very strictly. V hen we have
ins-ances of Central Cover Iment Ministers
liiing to submit their ta 1 returns or failing
1 observing the provis ins of income-tax
nd wealth-tax laws, naturally you cannot
xpect the man in the str *et to be treated
ny worse than the Ministers who are
nowledgeable, who are intelligent people
nd who have the resour es and the where-
ithal to observe the laws.

Sir, the hon. Minister wants to lessen ie
burden of the Income-tax Depart-lent by
proposing a procedure of summary
isessments. I wold lik ¢ to submit, Sir, lat a
simple measure b f the Government amely,
that of increasin 2; the tax exemp-on limit
to Rs. 6000 < r Rs. 7,500 would ave
decreased the burc en on the Depart-lent to
such a great e-ctent that the In-Drne-tax
Officers wou d have had much lore time to
look into ically worth while tses which
require looking into in reater detail. This
most reasonable de-land has unfortunately
>een turned down y the Government.

Coming now to the various provisions : in
the Bill I would like to mention clause 3 of the
Bill which restricts the field of technical
competence. We agree with the spirit
behind the clause; we agree that Indian
technicians should be given a greater scope
but we also cannot shut our eyes  to the fact
that in today's level of technical development in
the country it is absolutely essential for the
country to import technology from abioad from
whenever possible and if we are going to do that

we cannot restrict ourselves to
third-raters who may  be coming from
abroad. What we really need is first-rate

technicians ~ who would impart the necessary
technology to our own people and I venture to
submit, Sir, that the bringing in of such
technicians from abroad is in no way against the
interests of our own technicians. =~ We have
much to learn from foreign technicians and we
cannot afford to shut ourselves from the
technical skill and the technical  know-how
which is available abroad at a comparatively
low cost. Since it is extremely essential for us
to attract the right kind of technicians to the
country, and there again for a reduced period
of 24 months as has been mentioned in the Bill,
I am wondering whether the limit of Rs. 4,000
per month would prove sufficient or not. The
sum of Rs. 4,000 per month is equivalent to
something like 500 dollars a month or 125
dollars a week, as the Americans are
accustomed to weekly payments.  This amount
of 125  dollars a week is paid there to an
ordinary typist. What kind of technician can
we attract for this kind of salary? If we want to
shut ourselves to technical knowledge and ex-
pertise that is available in the developed
countries of the world, I can only say that
industrial development will suffer.  The
development of the economy will suffer. The
most important  criterion for any t?x law, any
taxation  measure, is that it should serve the
economy as a whole, that it should be a spur to
economic development. From the point of view
of that criterion this would be a bad measure.

Coming now to clause 8, it inserts new
clause 35D. Here there are welcome features.
Amortisation of preliminary expenses would
now be allowed, but unfortunately here again
the prevision does not go far enough. To start
with, as the learned speaker before me pointed
out very correctly, the technical people who
will be allowed to prepare such reports as
feasibility reports or economic reports or
technical studies or market research will have
to be approved by the department before they
carry out such surveys for any entrepreneur
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I fail to understand  how non-tecbnical
people sitting in the department are consi
dered competent enough to pass judgement
on technicians  Primarily it should be the
concern of the client and the technician
concerned and if a client thinks that a tech
nician is good enough for his purpose to
carry out the technical feasibility survey
or market survey, or whatever report it is,
it is none of the business of the income-tax
department to say that such and such person
is not competent enough to do so and that
they would prefer another person to do so.
I am afraid this kind of provision may give
rise to favouritism and all kinds of unfair
practices which we want to avoid in public
life. Secondly, the kind of expenses that
will be allowed to be amortised are extre
mely limited in nature, as they have men
tioned in the Bill. I would submit, there
fore, that  whatever expenses are needed
for the promotion of any business or in
dustry for the promotion of a company or
a business enteprise should be allowed
to be amortised irrespective of any limita
tions. The second point I would like
to mention in this connection is this.
The limit of a}% of the capital
costs that has been provided in
3 p. M. the Bill is extremely inadequate.
I am not talking about big
projects costing crores of rupees
which may be undertaken by big
business  houses 1 have now in
rriind small projects
costing

Rs. io lakhs or Rs. 12 lakhs or Rs. 15 lakhs,
and the Government's avowed policy being
one of encouraging such small and medium-
scale industries, what can we do with 2 J per
cent of Rs. 10 lakhs? It has been realised by
our small-scale and  medium-scale
entrepreneurs that the value of these
technical studies is extremely important for
the success of their enterprise. It is only now
that they have realised this. It is now that
they are going in for such technical studies,
studies by competent technical persons,
whether in the accounting or in the
engineering and other fields. This ceiling of
24 per cent is going to work against the
interests of these very small-scale and
medium-scale people. After all nobody is
going to throw away money just because the
ceiling may be increased from 2j to 5 per
cent. We can depend upon these people to
spend such amount as is necessary for the
promotion of these projects. Therefore, I
would submit that the ceiling must be
increased to some reasonable level.

The next point I would like to mention is
regarding transfer of pioperty from in-
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dividual hands to the hands of the Hindu
undivided family. I think that the whole
concept behind this clause is against the
avowed policy of the Government itself. The
Government wants a socialist order which
means that there should be less concentration
of wealth in one"s hands. So, if an individual
wants to give away his money to others, may
be only his wife or children, this action should
be welcome by the Government. This action
should also be welcomed from another aspect.
I will try to convince you, Mr. Minister. This
action must be welcomed from another aspect
also. The position of women in our society,
particularly in the Hiudu society..

SHRI BANKA BEHARY DAS (Orissa):
That means from one pocket to the other
pocket.

SHRI M. K. MOHTA < The pocket of
the woman is not the same as the pocket* of
the man. You are underrating the woman. You
have come across the power of women in
politics.

SHRI BANKA BEHARY DAS: But
loyalty in Hindu family is so ingrained that it
is virtually shifting the money from one
pocket to another.

SHRI M.K. MOHTA: Idonot

agree at all. The position of woman par-
ticularly her economic dependence on man in
Hindu society for centuries together must be
considered, and if we want the emancipation of
woman, she must be allowed to hold property
in her own right. Here is a way in which the
wife of a person, can acquire some porperty,
can have some right over that property as a
member of the Hindu undivided family. How
many cases have you not come across where a
man after some time loses interest in his wife
and children and starts squan-" dering away
the money that is absolutely his own property ?
But he would be unable to do so if the property
was that of the Hindu undivided family and not
his own. From this angle, if not from any
Jother* I would say that the transference of
money from individual hands to the coffers of
the Hindu undivided family must be
welcomed, not penalised. As the hon. speaker
before me stated, the total amount of
avoidance is said to be only Rs. 40 lakhs. This
is an extremely small amount of money if we
consider the other aspects, namely, the social
aspect, the position of a woman, the interests
of minor children in the Hindu society, the
necessity of going on with this institution of
Hindu undivided family which has stood us in
good stead. In many other
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fields the Government advocates co-operative
working. Our forefathers evolved this co-
operative way, and now this particular co-
operative way which is our traditional may of
guarding against income individual hands, no
incom< in the hands of another partner
adverse < onditions after some time, and so on
and so forth, is being given a deadly blow by
the Government. And I think the Go ernment
must consider this coolly befo e going ahead
with this particular provi' ion which is
objectionable in more ways th in one.

Sir, the object of any tax measure must be
the developm ml of the economy as a whole,
as I said earlier, and unless the Government
can think of more constructive ways to gi e the
much-needed push to the economy, .1 am
afraid the very laudable objective that the
Government has at the back of it mind will not
be served by a measure oft! is kind, As I said
earlier, there are several welcome features in
the Bill but the Bill does not go far enough.

SHRI BANK.V BEHARY DAS: Sir, T will
be very bi ief. This is a simple Bill. The
avowed objc ct of simplifying the procedure is
to as :ist the income-tax, the gift-tax and the v
calth-tax administrators. Bul will not b: very
much irrelevant if 1 tread on those | rounds
which have some relevance to fa> ts of
administration. Though I agree with some of
the points of my very valued fi iend, Mr.
Parthasarathy, I want to start by saying that the
object of a taxation m :asure is not only to see
to the growth oi the economy. Of course, its
scope is limited, and I would not go into those
aspe< ts which Mr. Mohta has dealt with, just
like the Government is increasing the indirect
taxes without caring for their impact on the
economy of the country, i t is just to create
more resources for the Government. But it will
also be equally urong if we look only to the
aspect of grow th in the economy without
taking care of the other aspect of distributive
justice. It was a very old theory; I remember,
in the 19th century when income-tax laws were
started in the western countries, even the
liberal politicians opposed them on the ground
that they interfered in the personal affairs of a
citizen of the country. B it the time has
changed and now in th< world nobody talks in
those terms. Tl erefore, while the more
important aspect >f the development of the
economy must come in in any taxation
measure, we she. aid not forget the other very
important a?pect—the objective of a tax law is
that of distributive justice.
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Mr. Deputy Chairman there are verv
welcome features in the Bill—I agree with
"Lttbi
nnr tl t f M BA T™™ch more important for this
country is to see how the tax-evasion tax-
dodging that is taking place, wh.ch is rampant
in our country is to a greater extent minimised.
The one step that the Government is going to
ake under this law is to give less burden » the
administration of the IncornSax Department
by simplifying certain procedures. But I will
be very happy. I JIME, I agree with Mr. Mohta.
AnthelhO(b
hy T~ 9mmitee abo rocommended that the best
course would have been to increase the
exemption limit bvRs. 5oy or Rs 1,000 so that a
large number of people in the fixed income
group at the lower level can be exempted, so
that the Income-tax Department can devote
more time to the other sections of the society.
When you raise this you g.ve some solace to
the lower middle class people in the society,
though I know that the o”her persons whoTre
not ,, the fixed income group will take
advantage, as they are taking advantage of this
measure even now. But that is 1 step that the
Government should seriously consider if they
want to lighten the burden of he Income-Tax
Department. gt I willsuggest that the Income-
tax Department in every zone should identify
certafn business houses and high income
group people for their special attention. That is
much more needed than anything else now. I
know the Income Tax Depart ment people.
They are so much engro“ed" with the small
people, those who cannot approach them
cannot oblige them, tha the real tax-dodger in
the society goes scot-free So the Government
will be better benefited if they identify the
business houses the richer sections in the
society in particular regions who are ,n the
habit of tax-dodging in collusion with the
administrative departments.

In this connection I want to give a small
reference which I have raised so many times in
this House. Take the caseofMundhra which
has been debated so many times in this House.
Mv figure* show-and it has been corroborated
indie other House a few days back-that this

1)y CrOWEES (daith aEsakato the ext f
g@é e iold that . Its HoRT8587 1 am

during these 14 years, between 1955 and 1969,
he has not paid a single pie as income tax to
the Government. So this is a clear case that
there is collusion between
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Administration, between the Government and
the business concern. \ou will be astonished to
know that during this period, in which Mr.
Mundhra has tried to avoid income-tax, the
business concerns have gone up. In one of the
re-nlies the Minister told me only a few days
Uo that till June 1970 bank accommodation
from the nationalised banks to these concerns
is only to the extent of Rs. 1,89, 60 000 The
business house which has been avoiding taxes
from 1955 and is not paying a single pie to the
Government 18 going on increasing its empire
not only with its own money but from the
money of the nationalised banks to the tune of
Rs 1 8Q 60,000. So is it not proper now for the
Government to see that any business concern
or large business house who tries to avoid tax
should not get any advantage from the
nationalised banks or other institutions? Is it
too much of a punitive measure to ask for?

SHRI MAHAVIR TYAGI (Uttar-
Pradesh) : Are you sure about it?

SHRI BANKA BEHARY DAS:
Because these are official figures, figures
supplied to me by the Government. The L I1G
holds preferential and equity shares to the
extent of Rs. 42,06,000 in those concerns. The
L.I.C. , after it was nationalised has taken
many shares. And during this'period loan has
been advanced by nationalised banks, all the
14 banks which were not nationalised then,
which are now in the nationalised sector. Is it
to be neglected like this? On the one hand in-
come tax arrears are mounting against this
particular firm, on the other hand throughout|
these years so much accommodation and
advances are being given to these concerns to

a mass wealth, giving incentive to tax-dodging
and tax-evasion. If the Government is true to
this House, if the Government wants the
economy of this country to prosper and if they
want that the incidence of indirect taxation is
not heavy and if they want to out a stop to the
vicious circle in the economy it is high time
that they should identify these larger business
houses everywhere and try to see that every
pie from these concernes is collected in time.
This was just one example. I have no time to
speak about others on this occasion.

Mr. Deputy Ghirman, Sir, [ want to say that
we hear so much about black money. In spite
of all the methods and techniques
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the Government have applied up till now,
including voluntary confessions and all these
things, nothing has happened in this country. I
think now the Government should seriously
consider demonetisation as the neighbouring
country, Gey-lon, has done recently, because
black money is still there, it is having a great
impact on the price spiral of this country to a
great extent. I think whatever report we have
read it has not affected their economy. So, I
think the time has come when the Government
should seriously think about this aspect also.

Secondly, I want to say that these big
business houses nowadays have started
diverting their money to the agricultural
sector, because the agricultural sector has no
income-tax.

SHRI MAHAVIR TYAGI Demone-
tisation will only help in getting currency
notes. What about gold ?

SHRI BANKA BEHARY DAS: ITam

not going to give comprehensive solutions in
this debate. 1 am only saying that the
problems are so varied that only a multi-
pronged attack can give us some solution.
There cannot be any half-hearted solulion to
this complex problem. So, demonetisation is
just one of the possible solutions. It is not
enough, I entirely agree with you. We have to
have a multi-pronged attack on the entire
issue.

Now, I was saying that the big business
houses are diverting their money to the
agricultural sector; and they have sufficiently
diverted. I think a time has come when the
Prime Minister and the Finance Minister
should sit with the Chief Ministers and the
Finance Ministers of the States , and see that
the income-tax law also takes care of the
agricultural income. I am not satisfied merely
with the agricultural income-tax. Some of the
States do have it. My State has been having
agricultural income-tax for the last, 1 think,
more than 10 years. But the income, I think, is
hardly Rs. 8 lakhs. I think a time has come
when income should be taken as a whole,
whether it is from the agricultural source or the
industrial source or any other source. By that
only, I think, you can to a certain extent stop
this diversion which is for mala fide purposes,
not for bona fide purposes, because all these
big business houses are now diverting their
money to the agricultural sector only to divert
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their black mom Yy and all their ill-gotten
money. So, at 1 ;ast the Central Government
should agree to this point. I know there will
be iome resistance from the States. This is
jost another way of plugging the loophole.
Similarly, when Prof. Kaldor referred o the
question of expenditure tax, he was never of
the opinion that the expenditure tax will
give us more money. He WES of the view
that the expenditure tax would plug the
loophole in the income-ta x law. That was
the purpose. The purpose was not that it
would give mon money to the country.

Mr. Deputy Chairman, I agree with my
friend that ; time has come when the
Government sh< uld look into the aspect of
indirect tax« also. I have always demanded
in this House that the the Fin-nance
Ministry s wuld take a survey to see how the
indirec  taxes, not only of the Centre but
also of the States, are making an impact on
th< prices of consumer goods. I have some fit
ures with me. On cotton textiles, the
taxation is to the extent of 20 per cent; in the
lower level, it is less and for super-fine
textiles, the tax  is a little high; on the
average, it is 20 per cent. On matches, you
will be astonished to know that the tax is
140 per cent; the cost is less than half. In the
case of sugar it is more than 42 per cent. For
cement, it is more than 44 per cent. In the
case of tea, it is mote than 35 per cent. For
rayon yarn, it is more than 47 per cent. In the
case of | erosene which is the poor man's fuel
in th< country, on the seper-fine kerosene
the impact of taxes is 92 per cent. On the
inferior kerosene, which is nowadays  not
even used by our rural folk, the incidence is
57 per cent. These figures include excise
duty, sales tax and other things. So, if the
taxation structure in our country is so p<
rverted that the consumer goods have such a
heavy burden of indirect taxes, the natural
conclusion is that the prices will gouj. My
friend has said that the prices  of < ertain
articles have gone up by rs per ce It. The
figures show that the wholesale p *ice has
gone up by 7 per cent during the last one
year. | was really astonished when two days
back the Finance Minister of this country
said there is no tendency of price rise. [ am
happy at least they have admitted it now
because the Reserve Ba rk bulletin has
come and contradicted  t teir own version.
I am not going into those details now
because there is not mu ;h time for me. But
when we 'discuss the taxation laws we should
try to have more of resources from other
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quarters for plugging the loopholes so
that the evasion is brought down to the
minimum. We will also have to review the
tax structure if we want to stop the inflationary
tendency that is growing in this country.
Of course, I agree with my friend that this is
not the.only reason; there are other reasons
also. Take the case of money-supply. During
this decade the money-supply has gone up by
three times of what it was in  1960-61. That
is the greatest incentive to the price spiral; not
so much the taxes, but the money-supply. But
what has been the rate of growth? The rate
of growth is not even 1 per cent per annum
during this decade. Whereas it was a little
more than 2 to 3 per cent in '50s, it is not even
1 per cent now. So on the one hand we have
a growth rate of 1 per cent in the economy,
and on the other we have the money-supply
that has trebled within this decade. The
natural consequence is that the consumer's
pocket is  fleeced by the Government
through various dubious meansThat is
why I am making this suggestion because this
is not the time when we can go into the entire
tax structure in a comprehensive manner.
What I am saying is that while you are
going to simplify the procedure of tax
assessment and thus lighten the burden on
the Income-Tax Department, you should also
see how you can stop this evasion to a great
extent, how you can stop to a great extent the
black money which is virtually running a
parallel Government in this country. My
freined, Mr. Mohta, may be angry with me
when 1 say this because he wanted the
people in higher authority to set an
example. There is no doubtaboutit. The
Ministers should first set an example to all
of us. To a certain extent we are also guilty
of not submitting our returns in time. But
what “bout the business houses ? What about
the business magnates? What about the
business magnates who are there both in
politics and in the business world?  Should
they not have something to show to the people
? should they not both be open for criticism?
After all, we are all born in one society and
from that society itself come the business men
who are also politicians, and from that society
come the politicians who are also business
men. Of course, I do not belong to that class.
Some of us are there, but that has been the
situation in this country. ..

AN HON. MEMBER : What  about
politicians who have become business '
men?
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SHRI BANKA BEHARY DAS:
That is what I am saying. Both of them are
there. And there is no difference between
them. So, Sir, these are the few suggestions
that I wanted to make...

SHRI R. T. PARTHASARAIHY
When you say there is no difference between
them, do you mean to say both are bad and
both are good ?

SHRI BANKA BEHARY DAS : I am not
saying all that, whether both of them are good
or whether both of them are bad What I am
saying is that the way the entire policy has
been conducted and the way the business men
or the politicians are behaving is ignominious
and absolutely derogatory to the democratic
structure.

SHRI R.T. PARTHASARATHY :
Politicians in business will spoil the business.

AT o o Fam (fAz7) : wradm
eyt Jazia ama, 7z a1 Z99wq 7o
Aurzez fam sy o &, THE 4 798
HIAT F, THH dravw F0 & fAe ar
frsr & Jsr fivar vt 2, a5 o faer-
fawrs frar war 2, a8 Far &1 A
Zr, 0w 7 wwAr g A06T [0 f ma
¥5 0d frgg aqm an g, fraw are § &
argy &t Ffefwwad wgar, 5y f i
it A gz mraar 27 1960 %
07 W1 Agez GiwAr 74rE 78 IAT Z8A
A1z f7ar strosr 1 Far WAAT w47 S
77 FATOq fr Maga ¥ I8F FL AT
F41 T8¢ @AT A § A7 A7 Fewta a9l
Ty war &, A900 a5 Ha ft 38 am
2 fr gz Bt & 7 & o 737 &
A gz @t Nz afafs Famw F fac
2 drza awg wr fzafsfaans s
FTHI KW & ? T 9C HA AT Svew
ar FTA A |

gady A 7% & i 91 7w 299 oA
forar wrraT 2, T9H 912-81E A6 & ST
TATH THA A0 34 &, A (% A3, 77 ZAL
%o TAFW & A1 FF I & W w4 AL
SqUaT gt AT I fgarg A ot AF &)
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T® q<F & 75 FHA AT A9 & (947 4G
Zrar & s z=re vy & fao aw adfe
§ T g Al IAFT AVIAAIZ AT E VAT
Al F FTC FTH @I TIAT 97120,
17 Fedt & o 5= | vy a=i e A
g @z 7§ fr 39 = # 01 ww fran
T AT-TT AMT T TG AIATE, A1 IAE
qF ¥ A # #17 gady A9 F aeq
TRTIE At A7 2, @ ordr areaAr
AL AT FT0A FIA | HAL FAN TATH
FIT R O AL AT ATT AHH A AT
TwAT &, 1l gn7 |=1 ey ara 7 #4%
%o F FT AT 7, Freft 7 Aor 21 wrAv &,
a1 37 Sr2AT 447 ArfEA | FAT g AT
A FIF A1 Az a5 A G128
EHT T ATA &, IAF FT F1 047 FAT @
AT 4T qZ KA F7H W E AT 429
&= F1ar & A7 Fera FAr 9zar 8, gafan
az AR 7 o 9 A7 F A anaT 7
fie ot Z fagr 3w &, 700 3 q4EA 9
1 oAr wh A e s\ 9 am saw
T AT FTAATE TR A AT T

et ZATT ATy AreE AET T T
AT TR 299 AIf AT 218 § 9T THT
72T 21T & | A% FIT H 9 ArT4rT oA
grafag wEw i@ 2w 77 faaw ar—aa
#ar g gz waw T8 g% Taveda
arffes %1 ag g wrar a1 f s
AT TAX AT T TIq, A7 grar 7z 2
AMEZ TT F 98A A7 FAT FT FAFHAZ T7
A E | 77 3% & TEN 21 A A g ar
Faar wrfgy fr 37w fFaq-faaar @i@m-
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arEaS frg w3 § A wre deq 7 faw
s &, fomd #ewa qae e 7 fag
A §, ATHT Y AT oG g AW 15 9%
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uF arq @gar g, ar 9 a7 fadww e
=rgar g f& 9 wifawa @ famr 7 faar
T 2, 9w A%g #1 gfawa @ @A
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q1T 39% Fzv7 71 g &=t g 3w
F1 q, IAFT W g qfaaEl & fod
IW I FLF IaF TF W1 gvrfe a9 4T
AT ATHEAT Z1 IF 9% &7 a0 a9 at 35
TYE 7 AATAT Z1 TH9T, HqdT 57 &

q BIEr Waar S HdrEEr 252 o

FHT FAAAT AT

SHRI BHUPESH GUPTA : Mr. Deputy
Chairman, 1 should also like to make a few
general observations on this Obviously, il is
not possible for us as laymen and also in the
time at our disposal to go into the details of the
various provisions. In any case the Income-tax
and other related laws are extremely
complicated for people like us to express our
opinion on. However, since some important
issues have been raised with regard to the
principles which should govern the taxation
laws in the country I would like to offer some
criticisms and suggestions. One object of
taxation is to raise revenue and the other object
is, as the hon. Minister himself said, to promote
certain social objectives, namely, levelling of
incomes. I do not know what exactly he means
by it but I take it that he means that income
disparities shouid be narrowed down and
similar other objectives. Now, after so many
years of independence we can safely say that in
so far as raising revenue is concerned it has
failed to achieve full success ; in fact it is
nowhere near the target that should have been
achieved. As far as the social objectives are
concerned, the taxation laws-in the country
have been retrograde, regressive and have
indeed gone in the opposite direct ion. Tlii: is
part of the capitalist planning and the taxes
are so devised as to get resources from the
common man and to gwe incentive and
assistance and other help to the rich men,
especially those who are in the top engaged in
industry and commerce. I have in mind the big
monopolist class. That is the basic drawback of
the taxation laws. They have not go t out of this
fundamental commitment, which is reactionary
and retrograde, that the poor people, the
common man. must be fleeced and he must be
made to pay for the national exchequer more
and more and he must be made to pay for
finding resources for our plan? and for our
development activities whereas the men at the
lop must be given more and more so-called
incentive
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that is to say, opportunities for concentration of
wealth and economic power and for becoming
richer day by day. Now, so long as we are
stuck up in that state of affairs obviously there
cannot be any material or radical improvement
in the direction in which things should
improve.

Now let us come to the question of indirect
taxes which the common men pay, tax on soap,
kerosene, cloth, tobacco, cigarette and so many
other things. You will see that these taxes
have gone up from year to year and today we
are almost in the neighbourhood of Rs. 3,000
crores. We have almost reached that
figure in respect of excise duties whereas the
direct taxes which the rich and the not so rich
people and even middle class people pay have
not gone up. If the latter has not gone up it is
because the Government does not want to tax
the richer sections of the people, whether ii is
income oi'corpoiations or personal incomes.
That is not being done and therefore I say that
we are failing on that score and we are moving
in the opposite direction. When we know that
8a percent of our population do not have even
one rupee to spend per day it is absurd to
think in terms of broadening the tax base and
collecting money from the common man.
It is impossible. You can do only by extortio-
nate  collections  from them by putting
heavy and intolerable economic burdens on
them and depressing and depressing their
living standard', whether they are peasants or
agricultural labourers or middle class
employees or Government servants or lower
categories. And that is what is happening
today. Now, at the top, of course,
exemptions after exemptions have been given.
I do not go into that. You will find from the
recent papers that you got that the great family
of Biria Brothers, four of them, four brothers,
the Ministry of the Birla family, according to
the recent tax returns and tax assessment, two of
them are paying more or less the same taxes or
a little more perhaps and two of them are
paying le is than before, although their wealth
has gone up enormously during this period.
Everybody knows it.  For "xample, the indus-
trial assets in the hands of Birla brothers today
went up over the last foui or five years, since
the Monopoly Commission's Report, from Rs.
291 crores to Rs. 375 crores. Surely the
Birlas are becoming richer and immensely
ricner. At the same time, if you look at their
tax assessment, whether it be income-tax,
wealth-
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tax or other taxes, you will find the situation
more or less to be static. If at all they have
paid less taxes and levies to the Government
and to the State than before. Now, this, in
itself, is an illustration of how social justice is
being meted out in the matter of taxation.
Recently the Government, the Finance
Ministry has circulated some papers and from
these you will find that practically all the big
business houses are in tax arrears. Once they
let arrears to accumulate. Then, they go to the
court to freeze collection, though it is against
the tax laws, and it has become the p:actice
with the Indian monopolist-clas:; to go to court
and even prevent assessment nowadays. That
is what we see. It is not merely Mr. Mun-dhra.
Practically all the big business houses are
resorting to this practice. Therefore, it is very
necessary for the Government to think of
devising measures to forestall this kind of
resort to court with a view to frustrating
assessment and collection from the big
business houses.

Here I have got the Report of Prof. Kaldo-,
which was actually published in 1956 and
which we discussed in the Houses several
times. According to this Report, and it is a
conservative estimate given at that time when
the Report was given fourteen years ago, our
resource”, were much less our rich people
were not so rich as they are today. Even then
Prof. Kaldor estimated that as a result of the
wealth tax which he fixed at a very low rate,
India should get, the Central Government
should get, the exchequer should get between
Rs. 15 to Rs. 25 crores. Nowadays we get
barely Rs. 10 crores. Prof. Kaldor estimated
from the expenditure tax another Rs, 10 to Rs.
15 crores. It wa abolished. From the gift-tax
Prof. Kaldor estimated, according to the old
figures and taking the facts into account some
fourteen years ago, that the exchequer should
get Rs. 30 crores. We are not getting it.
Therefore, Prof. Kaldor's recommendations,
conservative as they were, moderate as they
were, erring on the side of leniency towards
big money, have not been even implemented
by this Government and yet those
recommendations were intended to plug the
loopholes—a favourite expression in the
Finance Ministry. Actually we are not
plugging the loopholes. We are broadening the
channel of tax evasion. We are allowing more
and more taxes to be evaded. Actually it is a
drainage of tax evasion, if you like. It does not
plug the loopholes. Where there were
loopholes big dents have been made by the
capitalist-class, by the monopolist
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class, to get out >f the clutches of the existing
tax laws a id they are evading these taxe-. So,
I need not go into 4 P. M. this hing. Why I
am mentioning t liis is because even these
recommendatior ; have not been implemented
Here s the report on Central Direct Taxes A
Iministration, the so-called report of the A',
ministrative Reforms Commission. This
report is not at all progressive, it is
conservative. You know who are the signato
ies to this report : the hon. Shri Han
ananthaiya, by no means known for his very
radical, views ; Mr. H. V. Kamath. who is
always in front of the American Embassy to
support them against practica ly all good
causes in the country ; Mr. Debabrata
Mukherjee, a former Judge of "he Calcutta
High Court, who was sitting in the Congress
Benches. Mr. T. N. Sin ,'h, now by the grace
of Mr. Charan Singh and Mr. Chandra Bhan
Gupta the Chief Minister of Uttar Pradesh, he
is mother signatory to this report ; and oi ;
Mr. Shanker, he may be an officer. These are
the people who signed this report. You can
undertsand that you cannot get much from
them. Even the recommendations made by
them are not being fully implemented in so
far as they ar« good recommendations.
Therefore, there i; tardiness on the part of the
Government to go ahead in this matter in a
v<ry vigorous way.

[THE VICE-CHAIRMAN (SHRI BANKA
BEHARY DAS) IN THE CHAIR. |

Now you w 11 find that wealth tax
assessees in thi country in 1957-58 were
37,906 ; today the figure is 154,130. Re-
garding wealth tax, whose wealth is Rs. 1
lakh and m >re he pays wealth tax, he is
supposed to pay wealth tax. Do you think
this -overs all cases ? Many are evading th
wealth tax. You will find many big business
people, well known multi-millionair S, do
not pay wealth tax; either they evade it or
they have avoided it by making trusts and
various other things from which they get
benefits without having to pay the wealth
tax. Wealth tax is an important source of
revenue and we do not get it, and yet we can
hit the rich people. As far as the Rajas and
Mali 11 ajas are concerned, they have been
left f ee. Even now, Mr. Vice-Chairman,
after the passing of the Bill aboli 'hing the
privy purses and special privileges they are
enjoying practically eeverything they used to
enjoy, excepting that the privy purse is not
being paid. .My friend com s from Madhya
Pradesh.
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It is a jungle of Rajas and Maharajas. The
wolves are around there. The Raj-mata of
Gwalior still flies her royal flag on her palace,
and yet I find it is not being hauled down.
Flying the flag only shows the mentality of
defiance. At the same time everybody knows,
his brother, the State Chief Minister certainly
knows, Mr. Shyama Charan Shukla knows
more than I do, that the Rajmata had grabbed
much land in Gwalior and other places by
cheating the law and through collusion. I came
across papers which would show how the land
had been settled with them and illegally land
had been grabbed by them for their own ends.
Crores and rotes of rupees worth of land had
passed into their hands . ..

SHRI KALYAN ROY (West Bengal) °
What about the land owned by the Ministers of
Madhya Pradesh and Rajasthan ?

SHRI BHUPESH GUPTA : I am just
talking about the Rajmata. Ministers come and
go but the Rajmata remains. Even after the
Privy Purse Abolition Act the Rajmata
remains. I do not know her name...

SHRI A. D. MANI : Vijaya Raje Scin-dia.

SHRI BHUPESH GUPTA : Anyway some
lady there hi Madhya Pradesh she used to be
called Rajmata in Madhya Pradesh.

THE VICE-CHAIRMAN (SHRI BANKA
BEHARY DAS) : Will you kindly wind up ?

SHRI BHUPESH GUPTA : I am in the
process of winding up. So that is the position.
It is happening. Of course my friend did not
like this thing because the Rajmata's raj has
joined now the Jan Sangh. To what extent she
is evading taxes it is not for me to say. But ob-
viously they are number one tax evaders.
There is not a crime on earth they have not
committed. This nobility is guilty of murder,
guilty of banditry, guilty of rape, guilty of
alcoholism, guilty of every kind of crime on
earth. You can know how they will cheat the
income-tax laws and other laws. I think now
the Government should . . .

THE VICE-CHAIRMAN (SHRI BANKA
BEHARY DAS) : They do not pay income-
tax.
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SHRI BHUPESH GUPTA : Well, that is
what I say. Now I should say, he is no longer
in the Home Ministry. The Home Ministry is
issuing circulars to the State Governments
asking them to go slow witn the full
implementation of the abolition of privy
purses and other privileges. The princes—
they are even regarded as gods—say that if
they pay the money the policeman will be
there, guarding as usual, the whole day. It is
being done. It is a shame. This is the sort of
attitude of the Government towards the
people.

you come from Orissa. You have got
12 rajas and maharajas. You know very well
how they are behaving but Madhya Pradesh
has the maneaters. The maneaters in that
category in Madhya Pradesh are prowling
around all the time and all of them are being
helped. Take Rajasthan. Why action is not
being taken ? What about their wealth tax ?
Whether assessment has been made or not, I
want to know. I gave a question, whether their
lockers in the banks have been opened in order
to find out the jewelleries belonging to them. I
am told that they have not done it ; they had
not been examined. How you get the assess-
ment I do not understand.

Therefore, I can give many instances. But I
do not wish to do so. This source should be
tapped. Now, my suggestion is this : Do not be
rigid at the bottom— the low-income bracket.
Concentrate your fire at the top in the higher-
income bracket, say, Rs. 50,000 and above.
You should concentrate there and the energies
of the Ministry should be spent on that rather
than distributing and dissipating them in
chasing the small assessees. These potential
assessees are very important. I am not
suggesting the raising of, what is called, the
exemption limit of the taxes but. surely, these
people should be taken care of. These are the
people apart from the princes—the big
princes— and the big business people. We
should take 1 of them more and we should
have a special cell.

You have cells for everything. But you do
not have any special cell for big business. You
name 75 persons. They are there. You should
appoint a cell in the Finance Ministry or the
Central Board of Revenue with the necessary
intelligence and outfit to see that they do not
escape taxes. You can easily do it. You do not
spread your fire. You do not widen your range
of activities. You should concentrate, making a
list of 200 families in the
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country, and then go after them. They should
include big business people and,, of course, the
princes—the big princes. Then, the film stars.
Some top film stars are evading taxes and we
suddenly saw in the paper that Shrimati Mala
Singh . ..

THE VICE-CHAIRMAN (SHRI BANKA
BEHARY DAS) : Mala Sinha, not Mala Singh

SHRI BHUPESH GUPTA : I do not go to
films. Therefore, I stand correct

THE VICE-CHAIRMAN (SHRI BANKA
BEHARY DAS) : So you should not talk
about it.

SHRI BHUPESH GUPTA : We saw that in
her bathroom Rs. 20 lakhs were found. Well, 1
do not know how many bathrooms are to be
searched. Now this is happening. Therefore,
you should go after them, but not in the bad
sense of the term. I do not ask Mr. Shukla to
go after them in the wrong way. I ask him as a
tax collector to go after them and collect the
money from them.

Then, the top lawyers. Now these gentle-
men—some of them, not all of them— evade
taxes. And they are past-masters in the evasion
of taxes. It is amazing that a lawyer wants Ps.
30,000, to ama-fortune that way; he evades
income-tax. I know some, but I do not wish to
name anybody. I think that also should be care-
fully gone into. It should be made a penal
offence for any top lawyer to accept money
except through crossed cheques.

If anybody violates it he should go to prison
and he should not merely be penalised by fine
and so on. Then, I am sure, the lawyers would
be a little carefule, specially those who are
making black money in the legal profession. In
the legal profession they are indulging in
illegality. Therefore, that has to bestopped I
think these are the categories of people you
should concerntrate upon.

Since we are speaking in the las: session
before the next Budget Session, my suggestion
would be this. There will be many other
amendments to the law. 'Pour hundred odd
amendments had been made to the Income-tax
Law of 1961 which was passed here. Many
more amendments will be made. I think the
Government should discuss the question of
radically orienting the taxation policy of the
Government, and the sources of revenue
should be, the public sector mainly and also
the
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big business sector and the wealthy sections
of the people, side by side with concessions
and t; x-relief to the common man. How it i to
be done, it is not for me to say. Bu ihe
approach should be clear that in the next
Budget the common man should ge more
relief, the richer people must be made to pay
more taxes and especially— -1 suggest—now
that the Privy Purses a id the special privilege
are gone, you should put the Princes-the big
ones, th. rich ones among the form, er Princes,
in i special category, and put some kind ¢ f
tax on them in order to tap the resourc s with
them, including their accumula ed wealth.
Now, this should not be confused with the
other category of peoy le taxable. This is a
new point and after he abolition of the Privy
Purses and sped 1 privileges, I assume that we
shall continue this thing. Whatever the
Supreme Court may say, we will find out
other remedies also. That should be done.
That is very, very essential. This money must
be ouud from the richer sections of the comi
nunities side by side giving concessions to ihe
poor, and the public sector must yield a
greater share of revenue than it is yielding
today. It is very important today in a
developing economy like ours with certain
social objectives to reconstruct that our
budgetary structuie should be in suck a
manner that it would show that the money is
brought without hitting the interests of tne
wellbeing or living Standards of the common
man and by tapping the iffluent Sections of
the community, espt dally the very rich at the
top. That is ho\ it should be done.

So far as the Income-Tax Department is
concerned, 1 hiak there should be an award
given to those income-tax officials who show
efficii ncy, courage and devotion to their
assignment. Mr. Vice-Chairman, in the list of
awards given by the President, I see
policemen getting them and so many CDs
getting them. Why Shou'd not some ncome-
tax officers' names appear ? I do nit know. I
am suggesting this thing because I believe
that there are some good officials also. Many
are good, many arte honest also. But those
who are right, those who show initiative,
thosi- who are resourceful, those who ire
devoted to the task, those who are especially
adopt at finding out and catching b:g fish in
oig business, they all should :>e given
rewards. They should be pron oted and their
services should oe nationally recognised. That
is what I want. I do want that these people
whether in the Customs Department or in the
Income-tax Department, those who
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give meritorious service in administering the
existing laws, in exposing the evaders or
dodgers of taxes, they should be given rewards
and nationally acknowledged.

These are some of the suggestions which
should be considered oy the Government. But I
do not realise that so long as they do not
change their basic economic outlook and their
Dasic economic policy, so long ps they remain
wedded to the policy of placating and
appeasing big business, nothing would come
out. All the same, we arc making these
suggestions in the hope that national opinion
will be more and more pronounced in forcing
this Government at least to move in this dire-
ction step by step. We know that they will not
go the whole length. But it is quite possible. If
we all in the House join our forces tcgethci, we
can certainly, today in the ch™angea political
situat'cr, force this Covernment to taice certain
m< asures which some ten years ago they
would not have taken at all whatever we misht
nave said then. Today, the political condtion
and the political setup are fpvourable to t,s in
order to impress upon the Government to take
better measures.

SHRI A. D. MANI : Mr. Vice-Chair-man,
Sir, I wish to extend to this Bill my Support in
general terms. This Bill is a serious,
conscientious attempt to overhaul the taxation
laws, particularly the Income Tax Act of 1961.
As has been pointed out by my hon'ble friend,
Mr. Bhupesh Gupta, the Income Tax Act has
been amended more than four hundred times
though this Act was passed in this House only
about nine years ago.

Sir, 1 wish the hon. Minister of State, in
piloting this Bill, had taken note of the great
feeling behind the demand in this country that
the minimum limit for income-tax should be
raised to the level recommended by the
Bhoothalingam Committee, namely, Rs. 7,500.
Prices have been rising in the country and
neither the Government nor the industry have
been able to offset the increase in prices by the
increase in wages. It is well known that
increase in wages will only chase the prices
and prices again will chase the wages, and thus
the prices will go on spiralling. The only way
in which the Government can give relief to,
what we call, the middle class is to raise the
income-tax limit to Rs. 7,500. It has already
been raised in the last year's Budget to a level
which is generally appreciated in the country.
But in the overall taxation laws, in this Bill the
Government should have
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implemented ihe recommendation of the
Bhoothalingam Committee and reised the
income-tax limit to Rs. 7,500.

Sir, another demand that has been made
over the years in regard to the amendment of
the Income Tax Act is that the Income Tax Act
of 1961 does not give any exemption to trust-
owned newspapers. Till 1961, trustowned
newspapers were exempt from income-tax, a
position which was fortified by the judgment of
the Supre-reme Court in the All-India Spinners
Association case and also in die case of the
Tribune. In 1961, the then Finance Minister,
Mr. Morarji Desai, said that newspapers which
are owned by trusts should not get income-tax
exemption. Against this stand of the
Government a small delegation waited on the
hon. Prime Minister some months ago. I -
would like to mention that the delegation was
led by Mr. Diwakar. I was a member of the
delegation, and other representatives of
newspapers owned by trusts also waited on her.
We told the Prime Minister at that time that the
Press Commission had recommended that the
trust form of ownership was the best form of
ownership in this country, and if die Go-
vernment is going to withdraw the income-tax
exemption, there will be no incentive to
newspapers converting themselves into trusts.
We are looking forward to the day when the
big national newspapers of India like the
Statesman, the Times of India and the Indian
Express will become trust-owned. But when
we put this idea to the owners of the big
newspapers they always say, "What is the
advantage of becoming tust-owned newspapers
what the income-tax exemption is withdran?"
In order to see that the newspapers controlled
by big business are taken out form their
control, it is necessary that the Government
should restore the exemption from income-lax
which the newspapers enjoyed prior to the
Income Tax Act of 1961.

SHRI M. N. KAUL (Nominated) What
is the position of London Times?

SHRI A. D. MANI : I do not know. Now
that you ask me, I believe, trust-owned
newspapers in the U. K. do get exemption. We
were getting exemption till 1961. 1 had to
oppose the clause in the Income Tax Act at
that time, and Mr. Morarji Desai had said that
any person, any newspaper, which makes
profit, should pay tax. But this was contrary to
the recommendations of the Press
Commission.
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Sir, I would like to go on to the provisions of
the Bill. A reference has been made by
previous speakers to the concession given to
the foreign technicians for a period of 24
months in respect of exemption of Rs. 4,000
per month from tax. Sir, the hon. Minister
should bear in mind that the rupee has been
devalued and when he thinks in terms of rupee
he should see what is its equivalent in foreign
currency. Rs. 4,000 would work out to £ .200
in England and perhaps a little more than 400
dollars in the United States. This will not be a
sufficient incentive for foreign technicians to
come to India. I do want a situation to arise in
tihs country when our industry will be run,
Supervised and serviced by our own
thechnicians. But we are not self sufficient in
know-how in all spheres. It is necessary for us
to take foreign help and in order to attract
foreign help, we must offer terms which' will
be generally acceptable to foreign experts I
wish the Minister of State would tell us on
what basis this figure of Rs. 4,000 was chosen.
Was any study made to see whether this figure
would attract the best talent from abroad ? I
think there is a very good case for raising this
limit because these people are going to be here
for a short term only, for a period of two years.
This limit of Rs. 4,000 per month may actually
serve as a disincetive to persons coming to
India to work.

Another point that I would like to mention is
with regard to clause 8 of the Bill which refers
to section 35 of the Income-tax Act, relating to
amortisation of expenditure. Sir, I welcome the
novel scheme which the Government is trying
out for amortising the expenses on project and
feasibility reports. This is the first time that this
device is being tried out in our taxation laws,
though it is widly prevalent in the private
sector, to amortise expenses in this manner.
But, Sir clause 8(2) limits the freedom of the
person running an enterprise in respect of the
choice of persons who will carry out the project
reports. I would like to point out here that
according to clause 8(2), the examption will be
available only if the work in connection with
the preparation of the feasibility report or the
project report or the conducting of market
survey or of any other Survey or the
engineering services referred to in this clause is
out carried by a concern which is for the time
being approved in this behalf by the Board of
Direct Taxes. Now, the Board of Direct Taxes
is not an engineering consultancy firm. This is
a matter where the person who engages the
services of consultancy experts must
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decide whether 1 he person is qualified or
competent to ui iertake the work. Does the
Minister ex aect™ that the Board of Direct
Taxes will have sufficient engineering
experience to de :ide these matters at the
Board level ? I think this is a very inde-
fensible tarring maent of the right of a person
to run his business. Now, regarding
amortisation expenses, this 2j per cent,
considering the money that is spent on
feasibility reports and project reports, is a
little on tl ie low side. It should be made four
of five per cent. Now that the scheme is
being ried out for the first time in our
country, hope that the hon. Minister would
consh er favourably the demand of a large
numb' r of people in the country connected
with industry, that amortisation expenses
should be raised to four per cent.

Then, Sir, I \rould like to refer to the point
made by previous speakers regarding the
writing off :>f dues and the penalties to  be
imposed on those who do not file income-tax
retu ns.  We in Parliament, I am sorry to
lay, are obseving certain standards for o
irselves but are applying different standa ds to
others. I understand that a large number of
Members of Parliament also have rot filed
income-tax returns in time. The matter was
raised in the other House. There was a
legitimate anxiety—a defensible anxiety—
that the matter should dot be publicised.
Now in the other Hou-;e the Minister has
revealed that certain Ministers was were
holding important posi ions have not field
their income-tax ren ms. I want Mr. Slvukla
to place him: -If in the position of an
industrialist wh i does not file his income-
tax return. H S head will be demanded on a
charger on the floor of the House and
demands will be put forward that the
heaviest penalty should be inflicted on him. If
you want to n.aintain the scales of justice
even, even per; ons in authority, whether they
are Minist a~ s or Members of Parliament or
person;, of influence, should subject
themselves to the penalties which are
inflicted on other people.

Sir, T would like to make only one
suggestion before I close — I do, not want
to take more time of the House — and that
is regarding the writing off of income-tax
dues. At present the practice is this. I bel
eve, | saw advertisement in the Hindu. The
Hindu carried advertisements of a large
number of persons whose incomes had been
assessed at a certain figure, lay, Rs. I lakh or
so, and and it gave an opportunity to the
public to scrutinise t te income-tax
assessmet.
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Similarly when large sums are written off,
these sums also should be advertised. We
should have the right to know whose dues are
being written off so that if any person has got
some information which had not made
available to the income-tax authorities, he can
be in a position to place that information or
forward that information to the authority
concerned and ask him to revise that opinion. I
am mentioning this because it will be a
safeguard in the interests of the public if the
amounts written off over a certain figure, may
be Rs. 50,000 or Rs. 1 lakh, are published in
newspapers and newspapers also can get some
revenue in the form of advertisement.

These are the suggetions I wanted to make
on this Bill. I generally support this Bill
because it does make a welcome departure
from the existing taxation laws. And subject to
the observations I have made, I support the
Bill.

SHRI VIDYA CHARAN SHUKLA : Mr.
Vice-Chairman, Sir, I am very thankful to the
honourable Members who have participated in
this debate for keeping the level of the debate
at a very high level and contributing
substantially to the consideration of this matter.
Mr. Partha-sarathy while opening the debate on
this Bill made a few points of general
economic policy which I do not want to touch
upon here because it will take the time of the
House and it will not be strictly relevant to the
matter before the House. I concede that all
these matters impinge on the taxation and do
have a bearing on those economic policies and
these economic consequences. But still rather
than engaging myself in an abstract discussion
of those economic policies, I would try to meet
the points which have been made regarding the
provisions contained in this Bill which is
before honourable House.

The first point that the honourable Shri
Parthasarathy made was that India was the
most highly taxed country in the world. I
would respectfully invite his attention to a
booklet, a very scholarly treatise, that has been
published by one of the honourable Members
of Parliament, Mr. N. K. P. Salve, of the other
House. He has very convincingly made out
that India is not only not the most highly taxed
country in the world, but even among
developing nations— I am not talking of the
developed nations — India is the twenty third
in the list. It all depends on how you look at
the problem.
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Mr. Salve has given facts and figures -taken
from the official figures that have been
supplied to Parliament from time to time and
also from various economic journals and in his
own way proved that India is not the most
highly taxed nation and that there is ample
scope for increasing the taxation in many
spheres. Therefore, this oft-repeated
propaganda that India is the most highly taxed
nation is not absolutely correct. It all depends
on how you look at it. Mr. Salve —I do not
want to go into the details of the matter, but I
have read his booklet and have found — has
argued in a way which shows that apart from
the slabs of the highest income level., there are
many other slabs where adjustments can still
be made to provide for better taxation
administration and proper tax collection. Mr.
Parthasa-rathy was again pleased to say that
we should not kill the goose which lays the
golden eggs. Here firstly we do not regard
anybody as laying golden eggs. Nobody is
laying golden eggs for the public or for the
Government. But it is the duty of the
government to charge tax in such a manner
that those whose ability to pay tax is the
highest should be required to pay a higher
quantum of tax. If the hon. Member's argument
is accepted, then it would mean that those
people who can pay tax — those, in his words,
who are laying golden eggs — should be
spared. I am not saying that those who lay
golden eggs should be killed. But we should
collect all those golden eggs and none of the
golden eggs should be left for them. By this
enactment we are closing all the loopholes by
which they may keep some golden eggs for
themselves.

Our taxation laws are development oriented.
Shri Parthasarathy, Shri Anan-dam and other
friends who take special interest in taxation
matters spoke about it. Not only development
rebate is given for industrial development, but
there are all kinds of rebate and relaxation that
have been given for people who not only start
now industry, but who take the industries in a
progressive trend and in such fields where
industrial development is surely needed.
Therefore, I can claim that the taxation laws in
our country are definitely production oriented
and progressively oriented. None of them is
such which retards the growth of the industry.

Another argument that we commonly hear
often is that the taxation is so high -that it kills
the initiative or incentive to
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learn more. If you see the practical results of
our taxation policy during 1947-1970, you will
see that this kind of taxation has had no effect
on those people who had the capacity to earn
money. They have been complaining about this
and writing in their articles in the newspapers :
"Why should we do anything ? Everything is
taken away by the government. We do not
want, therefore, to increase industries or
expand our industries". These people who
write these articles claim that they are not
interested in expanding their industries and
earn more money. But it is these very people
and only people who are growing by leaps
andbounds economically. Their income has
been growing and their industrial empires have
been growing. These are the people who
always say that where is no incentive. I do not
know how they can speak can in such con-
tradictory terms. They say that they cannot
earn, but they go on earning. They are the ones
who find that there is a great deal of incentive
to earn money and they continue to earn
money. Nobody can blame us for collecting a
part of their earning, particularly at the higher
income level, for purposes of public good.
Therefore ,it is wrong to say that the taxation
laws do not take into account the actualities of
life as they exist.

Another point made by the hon. Member
was that taxation at the lower level should be
avoided so that the quantum of work before the
income-tax officer becomes less. As a matter
of theory or principle, we have no quarrel with
this. And we do want it. Hon. Members might
have seen that in the last Finance Act, the
quantum was raised from Rs. 4,000 to Rs.
5,000. But there is an optimum point where
this income has to be fixed. Some people think
that it should be Rs. 7,000. Some are very
liberal and go even beyond that. But I think
that this limit of Rs. 5000 that has been kept is
a reasonable limit taking into account the
actualities of life in India. We already know
that a very, very small section of our
population is affected by the direct taxes —
maybe half percent of the total population
including women and children. But here I
would bring one factor to the notice of the hon.
Members and that is the process of summary
assessment. The process of summary
assessment has been devised in this particular
Bill to avoid accumulation of taxation cases,
taxation arrears, and so on. This has been done
in such a way which will obviate any injustice
to the small assessees so that a small assessee,
if he finds that the ITO in the summary
assessment has assessed
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to him some taxes and other things which are
not really due from him, he can make an
application an I he can have a hearing and
the whole th ng can be re-heard and the tax
liabi ity can be refixed. In the same way, tfie
ITO has been given powers under th< new
provisions added in this Bill to re-o jen cases
where he finds that the summary assessment
has resulted in gross under-a: sessment or
the-c has been some wrong assessmeni or
some unholy collusion between the tax
officer and the assessee so that he can reopen
assessment and he can again see the whole
thing. But, all th s has to be done within a
period that ha; been prescribed, that is, a
period of tv o years.

Sir, some ho i. Members mentioned about
the tax retu us, etc. of the Ministers. Now,
Sir the ver .- fact of notices having been
issued and lie due process of law being
followed 1ii the case of Ministers will show
that th! exception is saught to be made for
anybody, for any assessee, whether he
occupies, for the time being, the position of a
? linister or of a Member of Parliament or of
a businessman or of any other person, md
who so ever he may, the law of the Ian 1 will
prevail and I can assure the hon. Member
that nobody is going to be let off just

because he occupies a  particular  portion
0

SHRI A. D. MANI : I hope you don't
approve ofit.

SHRI VIDYA CHARAN SHUKLA : No.
As a matter >f fact, there is a curious story
behind the statement that has ap-pered in the
nevspapers today. This particular assur; nee
was given about a year back. Ther , the
information ' was collected in May 1970 and
it was sent to the Department if
Parliamentary Affairs in July 1970. No .v,
this information is as old as that. I do tot
know how that information which was sent
to the Department of Parliamentary Affairs in
July 1970 has been laid on the Table of the
House on the 20th November 1970. In the
meantime, many of these people to whose
notice the default was brought have paid
their money or have responded to the notices
and the picture, if you take today, would be
very different from what it was when this
origin: 1 information was given and it was
collet ted. It was collected, may be in about
March or April, it was put before the then
Minister of Revenue and Expenditure in my
place, it was approved by him and then, it
was sent to the, department of Parliamentary
Affairs and for some u iknown reason—
that I
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do not know—it came before Parliament only
as late as the 20th November 1970. Therefore,
Sir, I would like to go into this matter and find
out as to what the position today is, how many
Ministers have still not responded to the notices
and what the present case is regarding the
wealth-tax or income-tax assessment in respect
of the Ministers. I have already conceded that
the Ministers have a special responsibility and a
special duty to see .hat they do not default.

SHRI MAHAVIR TYAGI : The convention
in such cases, wherever any part of a Minister is
found, is that immediately a confidential
communication is sent to him to make good the
default. Was that done in this case ?

SHRI VIDYA CHARAN SHUKLA:
That is why I am saying that as soon as this was
found out, we actually sent information to every
individual Minister whose name figured in our
records and tried to find out from him what the
actual position was.

SHRI BHUPESH GUPTA : Sir, there are
investigations by the GBI . .

THE VICE-CHAIRMAN (SHRI BANKA
BEHARY DAS) : Mr. Bhupesh Gupta, he
has not finished .

SHRI BHUPESH GUPTA : Sir, in Bihar, the
house of Shri Ram Lakhan Singh Yadav was
being searched in Patna. Do you know what
happened ? Another Minister went by car and
scuttled other things. ~ Everybody knows it.

SHRI VIDYA CHARAN SHUKLA : Sir, I
was saying that the Ministers, whether at the
Centre or in the States, do owe a special
responsibility to be correct. They must not only
be correct, but they must also appear to be
correct in such matters and therefore, I would
say that the vigilance of the hon. Members
regarding this matter is most welcome. It will
help Ministers to be more vigilant. It will help
them to be more correct. But the way this news-
item has appeared in the newspapers is
misleading, because the report that has been
presented to Parliament is rather out of date; it is
not up to date.

Sir, Mr, Parthasarathy also mentioned that a
committee should be formed to go into these
matters. Mr. Bhupesh Gupta also referred to
various committee that have looked into these
matters. The
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Committees do not solve it. We still have a
committee under the former Chief Justice,. Mr.
Wanchoo, who is looking into the matter. Hon.
Member, Shri Tyagi, was Chairman of one of
these committees which enquired into the
Direct Taxes administration. And these
committees have given reports, and those
various amendments have ¢ me into this Indian
taxation law as a result of researches,
recommendations, etc.

AN HON. MEMBER :
Tyagi ?

What was Mr.

SHRI MAHAVIR TYAGI I was the
Chairman of the Study Group of the A.R.C. on
the side of Direct Taxes.

SHRI R. T. PARTHASARATHY :
What 1 suggested was the appointment of a
national committee of financial exports with
the sole view of making an assessment of the
entire tax structure and finance, in the light of
the new social order that is existing today and
in relation to the developmental programme of
the country.  Thatis what [ wanted.

SHRI VIDYA CHARAN SHUKLA : What
I am saying is that all these things have been
done and they will continue to be done. But |
do not think there is any special need for a
special committee to go into this now.

Shri Anandam, when he started his speech,
said that this Bill was before the Select
Committee of the other House for two years.
As a matter of fact, if he checks up his record,
he will find that this Bill remained with the
Selei t Committee of the other House only for
less than a year, not two yeers. And very
valuable contributions were made during the
consideration of this Bill by the Select
Committee and very many important
improvements were effected.

Then, I would say that when one gives the
example of another country, this should be a
parallel example. You cannot compare the
taxation structure or the taxation policy with
those which are being followed in developed
countries like Germany or the USA or (the
United Kingdom or Japan. Mr. Anandam was
comparing the taxation policy of Japan with
India. When Japan was a developing country in
early 1950's then it had a very high slab of
personal income-tax. Later on when they
reached the stage of a developed country
and their

[RAJYA SABHA]

Umdt.) Sill, 1970 160

economy become a viable economy, it might
have reduced this amount. I think the countries
wher? the personal slab of income tax has been
reduced are the countries where a very high
level of income and personal living has been
reached. But in India we have not reached that
stage where even such things can be
considered. That is not the position which we
have reached today. And, therefore, I do not
think it is at present feasible at all to think in
this terms.

Sir, amortisation is being introduced in our
taxation structure for the first time. Various
suggestions have been made by the hon.
Members. I would say that we should art
cautiously in this matter. Two-and-half per cent
that is being fixed for preliminary expenses, [
think, is fair enough and there should be no
misgivings in the minds of the hon. Members
that this is going to be anything less than what
is required. As a matter of fact, after we see
how it works then we will think what further is
to be done with this concept of amortisation. It
this is misused for tax evasion or tax avoidance
purposes, then we will have to remove this
provision of amortization. But if it leads to a
healthy growth in the industrial economy or
healthy growth of smaller and middle-class
enterpreneurs, we shall think how to further
fortify it and how to get further benefits of this.
Therefore fore, Sir, I would say that caution is
needed whenever you pu new things in tax
laws. We have to be careful as far as the
concept of amortisation is concerned.

Some hon. Members criticizid  the
provision of the Bill in regard to the approval of
the Board for technical consultants and experts.
Those who are familiar with the normal
practice of the Government know that the
authorities which “receive these applications
for recognition, etc., would not be the autho-
rities who would actually do it by them-For
instance, if we receive an application for
recognition by people who are experts in
petrochemicals or in chemicals or in chemal
matters, then we .hall consult the Ministry of
Petroleum and Chemicals and the other
technical Ministries like the Iron and Steel
Ministry, to which ever Ministry that particular
application is concerned, and in consultation
with that Ministry, the Board of Direct
Taxation would approve of such people who
are considered to be persons above board
and who would
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not enter into u iholy collusion with people, I
which will agiin open the floodgates of tax
evation by utilising people and making
closely-knit consultancy firms, nd without
tpproval by anybody, just becau e they say that
so much has been the preliminary expenses
and then we we allow it as amortisation—that
cannot b- done. Th -refore this precaution has
to be ta'<en. Therefore the Board's competence
is not to be questioned because it will not be
the Board who will be deciding the matter all
by themselves. ' hey shall, in consultation I
with the technical and administrative
Ministries co icerned, who will know the
people in this line of field, decide which
consult; ncy firm or which firms can be
recognised i ir these purposes and which
cannot De rec igniscd for such purposes.
Therefore th re should be no difi-culty about
the recognition by the Board.

Certain Me nbers mentionedhe
provision that i being made about Hindu
Joint Family.  Here all kinds of untenable
arguments ha\ e been given bv. Members.
Hon. Members know that this concept of
Hindu joint family has been widely use for tax
evasion purposes and now if we do want to
plug the loopholes for tax evasion, we must
see that where this is being used for
purposes of tax evasion, that must be
stopper. Here what are we doing ? Here we are
only equalising those who are running
genuine H.U.P. and those who are  misu
ing it. Now we want to see that nobo iy
is able to misuse it. I will give ai
instance of how it was misused. According
to the Law of Income-tax which is i i
currency for the last 30 years, the
property  of the individual when it is
transferred to his  spouse or minor childrei
is taxed at the hand of the transferor. To
avoid this, what they started doing w as that
they did not transfer the property t< the
spouse or to the minor children. T ley
first  tiansferred the property to the
H.U.F. and then the H.U.F. was
partitioned either fully or partially and
then it was held, not only by the  Income-
tax payers but also subsequently by  the
courts that such property which was routed
to the minor children or trie spouse of
the H.U.F through the joint family ~was not
taxable, at the hand of 1 he tax-payer. If my
income was Rs. 10 1; khs and [
transferred it directly to m>  children or
spouse, thenl would be tixed for the
income that was derived nut of that
property butif il was rotted through
the H.U.F., than they will be taxed and my
tax liability will go own. This was the
misuse they
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were putting this provision  to and with
the provision we have made now, we are
plugging this loophole. The concept

of HU.F. is not...

SHRI BHUPESH GUPTA
taken you so long to find thi, out.

It has

SHRI VIDYA CHARAN SHUKLA : Now,
the date has been fixed with effect fr im a date
in 1969 from when this provision will come
int 1 force and any transfers made after that
date wi.l be covered by the provisions that w
have made in this Bill and therefore the
concept o\' H.U.F. i: not being destoyed, The
genuine H.U.F. will continue to drive the
legitimate tax relief, etc. but an artificial
H.U.F. tax evader would not be allowed to
avoid and evade the taxes as they have been
doing so far. Therefore this criticism that the
Hindu undivided family is being dest oyed or
the a e-old tiadition is being destroyed by this
enactment is completely unfounded I was
surprised that certain hon. Members-tried to
defend the institution of benc.mdars. Now,
benamdars, T do not know how they can be
permitted in income-tax. It is true that so far
there was a provision and certain people put
some others in charge of their shares in a
partnership. The latter were not the beneficial
owners. The former were the beneficial
owners because they were still owning the
shares and it was declared so. But now we do
not want any institution of benamdan to be
encouraged in taxation laws. Therefore we
are providing in this...

SHRI BHUPESH GUPTA : One current
case is the 'Basumati' case. You take it up
right now and you will find so many
benamdars.

SHRI VIDYA CHARAN SHUKLA : We
are therefore providing in this law that in case
any firm has any benamdars, that firm shall
not be a registered firm, that firm shall lose
registration and all the consequents, benefits,
because we do not want legal or illegal
benamdars to continue in this country any
more. Therefore, nobody should plead for the
institution of benamdars to continue. As a
matter of fact, benamdars, whether in
business, whether in industry or in p6litics,
should all be eliminated as quickly as possible,
and therefore this provision should be
welcome to the hon. Members. In politics also
there are lots of btnnmdun that you sec j here,
and they should alsn be eliminated as quickly
as possible.
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SHRI BHUPESH GUPTA : I think it is a
very good suggestion. Let him name the
benamdars on this side and let they name the
benamdars on their side. And all the
benamdars should sit in the middle

SHRI VIDYA CHARAN SHUKLA : This
can be best done in the Centra! Hall.

SHRI BHUPESH GUPTA : We should do
it here. If I am named a benamdar, I shall sit
in the middle. If all the ke<amdai\ are found
out, we shall know how to assess them.

SHRI VIDYA CHARAN SHUKLA : I
sha'l now go on to technical experts.
Here we do not w.'.nt as a mailer of policy to
encourage foieign technicians to come to
India. We also do not want to prevent their
entry  into India  where they arc
absolutely necessary in  certain sophisti-
cated fields, or fvlds wuere we do not
have technical experts of our own.  There it
would be necessary for some time to allow
foreign technicians to come to our country,
whether in the public sector oi in the
private sector.  And these technical experts
are allowed to come into India only after a
great deal of scrutiny is made by the concerned
administrative machinery or the technical
machinery in this particular matter. Here I do
not know how informed Members like
Mr,  Mohta criticised it.  And one or two
other hon. Membe s did so.  They said that
here the tax exemption limit of Rs.
4,000 pei month was too little. 1 would
say that it is not too little. ~ As a mailer of fact
it is very generous.  Nobody in the particular
companies, which employ the foreign
technicians, should except that all the liability
of the foreign  technicians will be born
by the Government. A part of it must be
borne by the employing company also. For
instance, if Mr. = Mohta starts a  new
industrial enterprise ~ and wants  to
employ a technical expert by paying him
Rs. 7,500, then with this exemption of
Rs. 4,000 that we are providing for in this
Act, he will have to pay the tax on Rs. 3,500.
He  will be entitle to the deduction of
this tax on Rs. 3,500 as his normal business
expenditure and it will be duly deducted
from his taxable income. So the total
incidence that will ultimately come on him
or his company would be Rs. 500 or so.
So it is not that we are fixing the limit at
Rs. 4,000. They are most welcome to
get people and pay them Rs. 0,000 and Rs,
in 000, but the extra liability must
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be born by the company which drive the
benefit of the technical advice of that
particular individual. And they are not eoing to
pay all that themselves. As a matter of fact,
they will be entitled to get the reduction on
that particular salar that they pay to the expert
as bona file business expenditure, and they
will get the taxation deduction, and so the
ultimate liability on them will be very little.
Therefore, this limit of Rs. 4,000 that has been
fixed is in no way a limit which is inhibiting
the inflow of good technical know how into
our country which is not actually indigenously
available and therefore this question of raising
the limit from Rs. 4,000 does not arise.

Sir, I do no' know how to deal with the
poin s that you yourself raised when you were
speakingthe from floo of the House: you are n
.w presiding ever ihe deliberations.

SHRI BHUPESH GUPTA : You f <rget
that part of it.

SHRI VIDYA CHARAN SHUKLA : 1
would cut out all the points that were made
except one which I think would generate
general inter st in the countrs and that is
regarding Mr. Haridas Mundhra. Sir, this is a
classical case of how by using highly-piid
taxation experts and by using the various
judicial forums one could avoid taxation and
tax liabilities indefinite'.y. That has been done
in a very expert and quite an illustrative
manner by this gentleman. Here I do not know
whether I should call him a gentleman but in
this House we regard everybody as gentlemen
and call them gentlemen. This particular
assessee has been successfully avoiding tax
liability...

SHRI BHUPESH GUPTA : Mr. Mundhra
is no less a gentleman that Mr. Birla. If one is
a gentleman the other is also a gentle m
..

SHRI VIDYA CHARAN SHUKLA : The
point that [ am trying to make is there are a
l.umber of difficulties before the taxation
authorities and the various case laws that have
been made are so very complicated that they
have made our tax collection effort so very
difficult that people like Mr. Mundhra whose
total tax liability comes to nearly Rs. a crores
have not paid tax for many years. Not a single
pie has been paid by him for manv y ar
notwithstanding th* fact that all his properly,
all his income has been
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attached, a good deal of which has been
auctioned. Son ¢ of it has not be n auctioned
becau® nobody w is coming forward to purch
ise it. There are many difficulties in the way
but still the provision that we are ma .ing in
this Act would make operations like this very
difficult now.

I wou'd refer to another provision
that we are mal'ng here and that is in regard
to stepping up the punishment for
defaults in 1 irnishing the returns of income
or in the production of  accounts or
documents ca led for by notice,  previously
the punii anient giv >n was Rs. 4 per day or
Rs. 1S per day for each day of default or
something like that. Now we are provid'nt
for one year's rigorous imprisonment. | ' the
income-tax return or if the account books are
not produced by the assssee vhen a
notice for such purpose is issued by the
taxation authorities, previous! what used
to happen was that they wot Id normally be
punished or some heavy ta cation might be
imposed but they used to indefinitely delay

the submission of the returns or they
did not even care to submit their
books of account and ultimately it

resulted in a good many cases in ex parte

assessments which in many :ases were
underassessments. Even ex parte
assessments were not proper asses iments
and therefore they coul I get a vay with a

number of things li :e that. H sre now we are
providing that those peopk  who do not
produce their account bool 1 or who do no
tomit their returns aftei a notice for that
purpose has be n issued h\ the Dep rtm nt,
would be liable to b- K it to jail for one year's
rigorous imprison!  nt or a heavy penalty or
both and this f hope in a way would meet th -
situatior .

5 P-M-
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SHRI MAHAVIR TYAGI : Failure to
submit their etums can rightly be penalised,
but in case there is dela/ in the submission 1 f
their accounts, etc., hat will be too so/ere a
punishment.

SHRI VIDYA GHARAN SHUKIA : Yes,
tnere would be severe punishment] have
touched upon most of the points that were
raised 1 ere. About the former Maharajas
and 1 te special treatment meted  out to pi
sple who are listed in
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the list of tne Monopoly Commission and
others I would say that we have made special
efforts for recovering taxes and to see that
there are no tax arrears from such sources.
There are certain special circles formed
where cases from all over the country have
been pooled together, identical cases, cases
belonging to the same industrial houses, so
that they do not escape assessment by
dividing between various assessment officers.
They come to a central pool where
handpicked officers, who are of impeccable
integrity, go through these things. We have
obtained very good results out of this. The
former Maharajas were liable to pay income-
tax on their income except from their privy
purses. Many of them had income from many
other sources, apart from their privy purses.
They had to pay income-tax on that and they
had to pay wealth-tax also. Now, if
everything goes well, they will have to pay
tax on every income they receive from any
source.

Sir, the last point that I want to make is  that
these  taxation laws are  never complete.
Itisa continuous process. Itisa ding-
dong battle which goes on between the
tax-evader and the taxation authorities.
We are trying to plug the loopholes. They
are trying to find out more and more
loopholes. We have to see to it constantly.
That is why you will find so many
amendments in the Bill. It may ga on like this.
The amendments which I have brought here
to plug the loopholes are not going to
completely stop the activities of the tax-
evaders or tax-avoiders. They will find
new ways and as soon as they find
loopholes, we will be trying to plug them.
Therefore, nobody should say that this is the
end of everything and complain that there are

so many amendments. In a complicated
situation like ours, in the complicated
economic  situation of our  country, it is

impossible to have a simplified taxation law.
We try to simplify it as much as possible, but
our efforts do not bear fruit. The people who
have to pay taxes adopt complicated
methods for evading taxes. Then, we have to
adopt more complicated methods for
plugging the avoidance of taxes and every
one of the loopholes. That is how the whole
thing keeps on going and gets complicated.
I am glad tnat this measure has been
welcomed more or less generally by all
sections (f the House and I hope that this
measure will be passed unanimously.
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SHRI M. K. MOHTA : Sir, I have a
submission to make. There are several
amendments in my name. I would like to ask
the hon. Minister whether he is in a mood to
accept any of them. Otherwise, I do not want to
waste the time of the House by  pressing
them.

It is well known what the Government has a
majority. My amendments are very reasonable
they are fair and I wish to know if the hon.
Minister is in a mood to accept any of my
amendments.

THE VICE-CHAIRMAN (SHRI BANKA
BEHARY DAS) The question has to be put.
That stage has not come yet.

SHRI M. K. MOHTA : If he does not
accept any if my amendments, I do not want to
waste the time of the House

SHRI BHUPESH GUPTA : They
should be summarily  rejected.

SHRI VICE-CHAIRMAN (SHRI BANKA
BEHARY DAS) : 1l is for the
Minister. I cannot compel him.

Now, the question is :

"That the Bill further to amend the
Income-tax Act, 196r, the Wealth-tax Act,
1957, the Gift-tax Act, 1958 and the
Companies (Profits) Surtax Act, 1964, as
passed by the Lok Sabha, be taken into
consideration."

The motion was adopted.

THE VICE-CHAIRMAN (SHRI BANKA
BEHARY DAS) : We shall not take up the
clause by clause consideration of the Bill.

Clause a was added to the Bill.

THE VICE-CHAIRMAN (SHRI BANKA
BEHARY DAS) : Clause 3, there is one
amendment by Mr. M. K. Mohta. Are you
moving it?

SHRI M. K. MOHTA : Are you going to
accept any of my amendments?

SHRI VIDYA CHARAN SHUKLA -«
No.

THE VICE-CHAIRMAN (SHRI BANKA
BEHARY DAS) Are you going to move this?

SHRI M. K. MOHTA : If he is not in a
mood to acceptit, I am not.
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THE VICE-CHAIRMAN
BANKA BEHARY DAS)
moving it.

Clause 3 was added to the Bill.

(SHRI
: So, you are not

Clauses \to 1 were added to the Bill.

CLAUSE 8—INSERTION OF NEW SECTION 35 D
AND 35E

SHRI M. ANANDAM : Sir, I move :

3. "That the Rajya Sabha recommends to
the Lok Sabha that the following
amendment be made in the Taxation
Laws (Amendment) Bill, 1970, as passed by
the Lok Sabha, namely:—

'That at page 9, lines 2 and 3, for 'the
words 'or by a concern which is for the
time being approved in this behalf by the
Board, the words 'or by a Chartered
Accountant or by a concern of
Engineering Consultants with
professional standing of at least five
years or by a concern which possesses
the requisite qualifications prescribed by
the board in this behalf be substituted.

5."That the Rajya Sabha recommends to
the Lok Sabha that the following
amendment be made in the Taxation Laws
(Amendment) Bill, 1970, as passed by the
Lok Sabha, namely :—

'Thai at page 9, for lines 18 to 20, the
following be substituted, namely:— (d)
such other items of expenditure (not
being expenditure eligible for any
allowance or deduction under any other
provision of this Act) as may be laid out
or expended wholly and exclusively in
connection with the extension of his
industrial undertaking or in connection
with his setting up a new industrial
undertaking."

7. "That the Rajya Sabha recommends to
the Lok Sabha that the following
amendment be made In the Taxation Laws
(Amendment) Bill, 1970, as passed by the
Lok Sabha, namely :

'That at page 10, for lines 29 to 34, the
following be substituted namely :

(ii) any moneys borrowed or debt
incurred by it in respect of the purchase
of capital plant and machinery, where the
terms under which such moneys are
borrowed or the debt is incurred provide
for the repayment thereof during a period
of not less than seven years."
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Sir, so far as he first amendment is
concerned, the o jjection is with regard to
approval by ih>' Board of these experts. I
submit that in spite of what the hon.
Minister of Finan :e has said that the ap-
proval would be made by whoever is the
specialist, I wish o say that in respect of
Chartered Accountants or professional
engineers who aave established themselves
for some time, there is no need for any type
of appro/al. I want an assurance from the
hon. I linister that he would consider this
asptct and see what can be done.

With regard to the second amendment the
real objection is with regard to item (d) of
this claust : "such other items of expenditure
as may be prescribed" I just cannot
com irchend how this Board of Direct Taxes
an think of all types of expenditure of e ery
type of industrial unit. There are different
classes of industrial units aid it is not
possible for the Board of Direct Taxes to
think of expenditure for every type of thing
and prescribe the expenditure for that. What
my amendment says s if it is incurred wholly
and exclusively or extension or for setting
up a new industry and if it is found to be
legitimate, than it must be allowed. That is
what I h; ve said. After all the Income-tax
Office! has discretion. If he finds that
the expenditure is not properly incurred or it
is n<'t incurred for a legitimate purpose, then
he can disallow it. He always has that <
iscretion. The question of prescribing
ecpenditure is impossible. 1 can quote
hundred instances where there is a similar pro
"ision for prescribing, the Board have so iar
not done it at all. I can say this v ith
authority. Therefore, I want the hon. Vlinister
to just see that, after some time, in the next
session or whatever it is . this word
"prescribed" is removed anl some such
expression "expended whol y and exclusively
for the purpose of the business" is
substituted. If that provison is there, I will be
satisfied.

The other on-; is with regard to the de-.
finition of "long-term borrowings." The
meaning of "long-term borrowings" is given,
and it is said : "any moneys borrowed or
debt incurred by it is a foreign country in
respect oi the purchase outside India of
capital plant and machinery" etc. I do not
knovv why borrowing made for purchase of
machinery outside India alone should constii
ate long-term borrowing. The Hindustan
Machine Tools, I understand, are iving
machinery on de-
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ferred payment. Why should it not constitute
capital employed for the purpose of business ?
I do not know why they should discriminate
between purchase outside India and purchase
within India. This invidious distincuon, I am
afraid, would lead to various complications and
may also lead to a lot of protests from even
machinery manufacturers in India. Therefore, I
wanted the words "outside India" to be deleted
form  this  definition of  "long-term
borrowings".

These are the three amendments which 1
wanted to bring to the notice of the
Minister.

The questions were proposed.

SHRI VIDYA GHARAN SHUKLA : I do
not wish to go into the details these suggestions
that have been given by the hon. Member in his
amendments. I will only say that Mr. Anandam
is a very knowledgeable Member and he knows
these matters very well. We shall consider his
suggestions with due respect and see what can
be done about this matter.

SHRI M. ANANDAM : Sir, in view of the
assurance given by the hon. Minister, I beg
leave to withdraw my amendments.

*Amendment Nos. 3, 5 and 7 were, by leave
withdrawn.

THE VICE-CHAIRMAN (SHRI BANKA
3EHARY DAS) : The question is :

"That clause 8 stand part of the Bill."
The motion was adopted.
Clause 8 was added to the Bill.

Clauses 9 to 24 were added to the Bill.

CLAUSE 25—SUBSTITUTION OF NEW SECTION
FOR SECTION 1 19

SHRI M. ANANDAM : Sir, I move :

10. "That the Rajya Sabha recommends
to the Lok Sabha that the following
amendment be made in the

For text

supra.

of amendments, vide col. 168
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[Shri M. Anandam. ]

Taxation Laws (Amendment) Bill' 1970, as
passed by the Lok SaBftai namely

"That at page 18, line 21, after the
word 'manner' the words 'without the
prior consent of the person to whom the
matter related' be inserted.' "

Sir, this is an authority given under this
clause for the Board to give direction to the
officers subordinate to it and give instructions
in respect of making assessments. Where an
assessee agrees to the instructions given by the
Board to any income-tax officer for making an
assessment in a particular manner, why should
there be any objection ? That is exactly what I
said—-if there is consent given by the assessee
affected for accepting the instructions given by
the Board or the Government to its subordinate
officers, there should not be any objection to
such instructions being given. That is the
purpose of this amendment. I am sure that the
hon. Minister will get it examined and see that
this is implemented at least some time later.

The question was proponed.

THE VICE-CHAIRMAN (SHRI BANKA
BEHARY DAS) : He is interested in its
examination.

SHRI VIDYA CHARAN SHUKLA : Sir,
even here it is well established by case laws
that the Board cannotissue-instructjons to other
authorities in the discharge of their quasi-
judicial functions. The hon. Member knows it.
In any case, he has posed this question and we
shall definitely give due attention to it.

SHRI M. ANANDAM :
pressing it.

Sir, I am not

*Amendment No. 10 mas, by leave, with-
drawn.

THE VICE-CHAIRMAN (SHRI
BANKA BEHARY DAS) : The question is :

"That clause 25 stand part of the Bill.',
The motion was adopted.

Clause 25 was added to the Bill.

oFor text of amendments, vide cq
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CLAUSE 26—AMENDMENT OF SECTION 139
SHRI M. ANANDAM : Sir, I move :

11. "That the Rajya Sabha recommends
to the Lok Sabha that the following
amendment be made in the Taxation Laws
(Amendment) Bill, 1970, as passed by the
Lok Sabha, namely :—

That at page 20, for lines 7 to 10, the
following be subst i tuted, namely :—

'Provided further that the Income tax
Officer shall waive the interest in such
cases where a penalty under clause (a)
of sub-section (1) of section 271 was
imposed and such a penalty was more
than the interest payable under the
provisions of this sub-section™.' "

Tlie question was proposed.

SHRI M. ANANDAM : The only purpose of
moving this amendment is this that there is a
plethora of authorities under- the Income-tax
Act

SHRI BHUPESH GUPTA : You do not
move. Make only a speech because you are
going to withdraw it in any case.

AN HON. MEMBER : But he cannot make
a speech otherwise.

THE VICE-CHAIRMAN (SHRI
BANKA BEHARY DAS) : But it depends
upon him.

SHRI M. ANANDAM : There is also penal
interest under the Act. So my submission is that
where the penalty is more tnan the interest, one
of these two things should be waived. If the
interest is more than the penalty or if the
penalty is more than the interest one oi these
two things should be waived. There should not
be double punishment for an assessee. That is
the purpose of this amendment. I am sure that
the hon. Minister will give consideration to
this suggestion.

SHRI VIDYA CHARAN SHUKLA :
Sure.

SHRI M. ANANDAM :
pressing my amendment.

Sir, I am not

*Amendment No. 11 was, by leave, with-
drawn.

Is. 170-171 and 172 supra, respectively.
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THE VICE-CHAIRMAN (SHRI
BANKA BEHARY DAS) : The question is :
"That clausr 26 stand part of the Bill."

77<e motion 10a adopted. Clause 26

was added to the Bill.

CLAUSE 27—SUB: TITUTION OF NEW SECTION
FOR SECTION 140A

SHRI M. AN VNDAM : Sir, I move :

"That the F ijya Sabha recommends to
the Lok S tbha that the following
amendment b ¢ made in tric Taxation Laws
(Amenc meat) Bill, 1970, as passed by the
Lok Sabha, namely :—

"12. That at page 20, for lines 33 to
43, the allowing be substituted, namely

'(3) If an/ assessee fails to pay the tax
or any p.irt thereof in accordance with the
provisions of sub-section (1), he shall,
unless a regular assessment under sectii n
143 or section 144 has been made before
the expiry of the thirty days referred to in
that subsection, be iable to pay by way of
simple interest of nine per cent, per
annum on Uie amount payable in-
accordance with the provisions of sub-
section (i).'"

SHRI BHUP1. SH GUPTA : Sir, on a point
of ordci It is quite clear from the repeated coi
duct of thehon. Member that he does 1 pt
intend to move the amendment; yet he moves
it. And when he mr/es it, he h is the intention
of withdrawing it. Tl erefore I do not know
whether a tVau* on parliamentary procedure
should be permitted in this manner. It is
something like the fraud on the Income-tax
Law. Therefore, it would be better if either he
do-s not speak or you just call him to say
something and sit down, because then wc :an

avoid all those utterances by you li<e "Has he
the leave of the House to v/ithdraw ?" and all
the rest of it.

THE VICE CHAIRMAN (SHRI BANKA
BEHARY DAS) : I am happy, it is not a
fraud on your humour.

SHRI M. ANANDAM : Sir, I am moving
this. It is a something like tax-avoidance, not
I ix-evasion.
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I just wanted to say that this is a provision
where, when a self-assessment is made, he has
to pay tax -within thirty days. I want to know—
when an assessee files a return, why should any
income tax officer be negligent ? Immediately
he can send a demand notice and demand the
tax from the assessee. For the lethergy of the
income-tax officer or the Department, the
assessee is made to pay the penalty, for not
paying the tax within thirty days. I am afraid
there are a number of penalties, as I said earlier,
where for default, for non-payment of tax, he
has already been penalised. And for self-
assessment, I feel that it is enough if there is the
interest clause and not the penalty clause, that is
the purpose of this amendment.

The question was proposed.

SHRI VIDYA CHARAN SHUKLA : This
is not acceptable because it will very
considerab'y water down the penalty provision
that we are introducing in the Act. Therefore, |
would request the hon'ble  Member not to
press for this.

SHRI M. ANANDAM : I am not pressing. I
beg leave to withdraw my amendment.

* Amendment Mo. 12 was, by leave, withdrawn.

THE VICE-CHAIRMAN (SHRI BANKA
BEHARY DAS) : The question

1S
"That clause 27 s land part ofthe Bill." The
motion was adopted. Clause 27 was added to the
Bill. Clauses 28 and 29 were added to the Bill.
CLAUSE 30—SUBSTITUTION OF NEW SECTION
FOR SECTION 148
SHRI M. ANANDAM : Sir, [ would like...

SHRI BHUPESH GUPTA : Sir, you allow
Mr. Anandam to make a consolidated speech
at the time of the Third Reading.

THE VICE-CHAIRMAN (SHRI BANKA
BEHARY DAS) : I am prepared provided he
agrees.

#For text of amendment, vide col- 173 I

supra.
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SHRI BHUPESH GUPTA : Mr.
Anandam, you make a consolidated speech
at the time of the Third Reading. Do not
move anything now.

SHRI M. ANANDAM : This is my
only amendment and [ have finished. I
move :

14. "That the Rajya Sabha re
commends to the Lok Sabha that the
following amendment be made in the
Taxation Laws (Amendment) Bill,
1970, as passed by the Lok Sabha,
namely —

'"That at page 22, lines 45 to 49 be
deleted.' "

15. "That the Rajya Sabha re
commends to the Lok Sabha that the
following amendment be made in
the Taxation Laws (Amendment)
Bill, 1970, as passed by the Lok
Sabha, namely :—

'"That at page 23, lines 6 to u be
deleted.' "

Sir, there are four types of assessments in
the Income-tax Law—summary assessment
self-assessment, best-judge assessment and
regular assessment. Phis clause relates to
summary assessment. This clause was there
even earlier but the position w.is that if an
assessee filed a return and if the income was
acceptable to the Income Tax Officer, he was
allowed to make an assessment on the basis
of the return. But there were certain smaller
adjustments that had to be made for which
this provision now enables the Income Tax
Officer to make an adjustment of the income-
tax return SO that the assessee may not be
asked to come to the Income Tax Officer's
office to see that the income-tax assessment
is completed. When such a provision is there,
I do not know why there is need for the
Income Tax Officer to go and ask the
Assistant Commissioner for getting this type
of summary assessment reopened. The
mischief of the clause is evident. So far as
this particular section is concerned, for re-
opening there is no time-limit. For assessing
escaped incomes, there is a time-limit of
four, eight or sixteen years. But for making
an assessment under section 148 there is time
limit; whereas under this section, it is
perpetual time that the Income Tax Officer
irets to re-open this assessment. This is
begging the issue and coming from the back
door. I do not think that |
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this type of power to the Income Tax officer to
re-open an assessment should be allowed.
That is the purpose of my amendment. I
request the hon. Minister to see that it is not
allowed.

The questions were proposed.

SHRI VIDYA CHARAN SHUKLA :

Sir, in my main speech I had explained how
difficult it was, because of the various case
laws, to re-open assessment proceedings in
cases under sections 147 and 148. And,
therefore, this new provision has been added
here. This is done mostly to avoid cases where
we find that in summary assessments the
assessments have been grossly under-rated or
they have been grossly under-assessed. And,
therefore, this power that has been given, I
think, is absolutely essential for we want to
reform our taxation structure and particularly
make the summary assessment effective.
Therefore, I request the hon'ble Member not to
press for this amendment.

SHRI M. ANANDAM : I am not pressing.
I beg leave to withdraw my amendments.

*Amendment Nos. 14 and 15 were, by
leave, withdrawn.

THE VICE-CHAIRMAN (SHRI BANK A
BEHARY DAS) : The question
is:

"That clause 30 stand part of the Bill."
The motion was adopted.
Clause 30 was added to Ilia Bill.
Clauses 31 to 33 were added to the Bill.

CLAUSE 34—AMENDMENT OF SECTION 185
SHRI M. ANANDAM : Sir, I wove :

»6. "That the Rajya Sabha recommends
to the Lok Sabha that the following
amendment be made in the Taxation Laws
(Amendment) Bill 1970, as passed by the
Lok Sabha' namely :—

That at page 25, after line 24, the
following proviso be inserted namely :
'Provided that where registration has

been granted to any firm for any

#For text of amendments, vide col. 175

supra.
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assessment, year prior to ist day of
April, 1971 the renewal of re-
gistration shall be granted irres-
pective (' the fact that any partner is
considered as a benamidar of another
]>artner.

Provid d further that the expla-
nation sh dI not apply to any person
whoisa partner in a firm represent-
ing a Hiidu undivided family or a
sub-par nership, duly constituted
under an instrument of partnership,
which 1 as applied for registration
under th« provisions of this Act.""

SHRI BHUPESH GUPTA : Save your
Governm nt's time. Suppose we oppose fit,
then ? Yo\i can sp;ak on the clause, I sugge
t. He can always speak on the clause r tther
than on the amendment. Anyway

SHRI M. ANANDAM : There are certain
difficulties with regard to two types of
benam transaction. One is an individual
representing the Hindu undivided family
and an individual representing sul -
partnership. AH these 50 years, it hcs been
recognised that the HUF can be a partner
only through an individual ;.nd also sub-
partnership can be represented only through
an individual. Th it being the case, I want
that at le tst protection should be given to
those registrations which have already been
a< cepted in all these years, so that they cai
continue to get registration in future al o.
This is a very serious thing, Mr. Vice-
Chairman. I want that the Ministi r should
apply his mind and issue instruction to see
that registrations are not refused in respect
of al-least these two categories of benami
partners.

The question 1 <as proposed.
SHRI VIDY \ CHARAN SHUKLA : Sir, I

had refe red to this matter in my speech
eailier. [ said that we do not I
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wish any kind of benamis to exist. I am quite
sure that this is going to be uncomfortable to
many people. But such a discomfort should be
welcome and we should try our best to discard
this inititution of benami as far as possible.
Theiefore, I woald request the hon. Member
not to press his amendment.

SHRI M. ANANDAM . Sir 1 am not
pressing my amendment

"Amendment No. 1b was, by leave, with-
drawn.

THE VICE-CHAIRMAN (SHRI
BANKA BEHARY DAS) : The question is :

"That clause 34 stand part of the Bill."

The m >ti m was adopted.
Clause 34 was added to the Bill.
Clauses 35 to 74 were added to the Bill.

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

SHRI VIDYA CHARAN SHUKLA :
Sii, I move :

"That the Bill be returned."

The Question was put and the motion was
adopted.

THE VICE-CHAIRMAN (SHRI
BANKA BEHARY DAS) : The House stand
adjourned till 11 A.M. on Wednesday, the
2nd December, 1970.

The House then adjourned at
Iwenty-two minutes past five of the
clock till eleven of the clock on
Wednesday, the 2nd December,
1970.

#For text of, amendment, vide cols.
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