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THE VICE-CHAIRMAN (SHRI M. P.
BHARGAVA): Now we shall take
up the clause by clause consideration.

The question is:

“That clauses 2 to 5 stand part of
the Bill.”
The motion was adopted.

Clauses 2 to 5 were added to the Bill.

THE VICE-CHAIRMAN (SHRI M.
P. BEARGAVA) : The question is:

“That clause 1, the Enacting For-
mula and the Title stand part of the
Bill".

The motion was adopted.

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

SHRI K. S, RAMASWAMY: Sir, I
move ;

“That the Bill be returned.”

The question was

tion was adopted.
AY

put and the mo-

THE TAXATION LAWS
MENT) BILL, 1967

THE DEPUTY PRIME MINISTER
AND MINISTER OF FINANCE (SHRI
MORARJI R. DESAI): Sir, I beg to
move :

“That the Bill further to amend
the Wealth-tax Act, 1957, the Gift-
tax Act, 1958, and the Income-tax
Act, 1961, and to amend the Finance
(No. 2) Act, 1967, as passed by the
Lok Sabha, be taken into considera-
tion.”

This Bill has been brought in with
a view to replace the Taxation Laws
(Amendment) Ordinance, 1967, which
was promulgated by the President on
the 14th September, 1967.

(AMEND-

Sir, as the House is well aware, the
Gajendragadkar Commission on Dear-
ness Allowance made certain recom-
mendations for the grant of additional
dearness allowance to Government em-
ployees to partially neutralise the
rise in the cost of living. Government
held discussions with representatives
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of Government employees and Labour
Unions in regard to the recommenda-
tions of the Gajendragadkar Commis-
sion. It was appreciated by the em-
ployees’ representatives, at these dis-
cussions, that the grant of arrears of
dearness allowance to the employees,
in cash, would aggravate the inflation-
ary situation and accordingly, they
agreed to a part of the arrears of dear-
ness allowance due fo them being paid
into their Provident Fund Accounts.
Government, on their part, agreed to
pay additional dearness allowance fo
the employees, in cash, from October
1, 1967. This agreement resulted in
an additional financial commitment of
the order of about Rs. 30 crores. It
therefore became necessary for Gov-
ernment to take steps to augment their
financial resources, to the extent prac-
ticable to cover, at least, a part of the
additional liability mentioned earlier.
It was also felt that taxpayers in the
middie and higher income brackets
should also, in fairness, be asked fto
make some sacrifice out of their cur-
rent disposable income, which would
not only counter-balance, to some ex-
tent, the sacrifice made by the Gov-
ernment employees in agreeing to con-
tribute the arrears of dearness allow-
ance to their Provident Fung Accounts,
but also help to reduce the purchasing
power of the sections of society which
were better off than the employees
and thereby keep the inflationary pres-
sures in check. It was also consider-
ed necessary to call for greater res-
traint in expenditure on business enter-
tainment which often takes the form
of conspicious consumption. These,
in short, are the objectives underly-
ing the Bill now before the House.

Under the Income-tax Act residenf
non-corporate taxpayers are required
to make annuity deposits during each
financial year with reference to their
current incomes. The Bill proposes
to increase the rates originally speci-
fled in this behalf in the Finance (No.
2) Act, 1967 by 20 per cent. thereof
all along the line, The increased rates
will apply for the purpose of calculat-
ing annuity deposits to be made dur-
ing the present financial year in rela-
tion to current incomes falling due for
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assessment in 1968-69. The increased
rate of annuity deposit is 6 per cent
where the income is over Rs. 15,000
but not over Rs. 20,000; 9 per cent,
on incomes over Rs. 20,000 but not
over Rs. 40,000; 12 per cent, on in-
comes over Rs. 40,000 but not over Rs.
70,000; and 15 per cent. where the in-
come is over Rs. 70,000. Further, the
Bill seeks to make it obligatory on
taxpayers having total income over
Rs. 15,000 but not over Rs, 25,000 to
make annuity deposits to the extent of
the difference between the increased
rate proposed in the Bill and the rate
which was in force previously. Thus,
in the case of a taxpayer with a total
income over Rs. 15,000 but not over
Rs. 20,000, the compulsory limit of
annuity deposit will be 1 per cent and
the optional limit 5 per cent. Similar-
ly, in the case of a taxpayer with a
total income between Rs. 20,000 and
Rs. 25,000, the compulsory limit will
be 1% per cent and the optional limit
7% per cent. Hitherto, taxpayers in
this income range were not under any
obligation to make annuity deposit,
although on making the deposits on
their own option they were entitled
to deduct the deposit actually made in
computing their taxable income.

Under the Income-tax Act, the al-
lowance for business entertainment
expenditure in computing the taxable
profits of companies is already subject
to certain restrictions. The Bill pro-
poses to further restrict, in the case
of companies, the allowance for such
expenditure incurred by them after
September 30, 1967. Besides, the Bill
proposes to apply the same restriction
in respect of entertainment expendi-
ture incurred after that date in busi-
nesses and professions by non-corpo-
rate assessees as well. The deduction
for entertainment expenditure incurr-
ed after September 30, 1967, in busi-
nesses and prolessions will in all cases
be limited to half per cent. of the first
Rs. 10 lakhs of the profits of the busi-
ness or profession, plus 1/4th per cent.
of the next Rs. 40 lakhs of the profits,
plus 1/8th per cent. of the next Rs. 120
lakhs of the profits. Thus the maxi-
mum amount which may be deducted
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in computing the profits of a business
or profession in respect of entertain-
ment expenditure will hereafter be Rs.
30,000 as against the previous limit of
Rs. 60,000, This limit will apply
where the profits of the business or
profession amount to or exceed Rs.
170 lakhs. Where the profits of the
business or professions amount to less
than Rs. 10 lakhs in any year, the
deduction for entertainment expendi-
ture will be Rs. 5,000, even though in
such a case half per cent. of the pro-
fits will be less than Rs. 5,000. The
Bill also proposes to make transitional
provisions to cover cases where the
accounting year of the business or pro-
fession falls partly before and partly
after September 30, 1967.

The Income-tax Act provides for
charging simple interest from tax-
payers, in certain circumstances, name-
ly, where the return has heen delayed
beyond the due date; where the tax
dues are in arrear; and where there
are defaults in the payment of ad-
vance tax. The rate of simple interest
chargeable from assessees, in such
cases, is 6 per cent. per annum. This
rate of 6 per cent. being considerably
lower than the rate of interest on
commercial lending, is not proving an
effective disincentive against withhold-
ing the taxes due to Government. The
Bill, therefore, proposes to increase
this rate, from 6 per cent to 9 per cent
with effect from October 1, 1967. The
increase in the rate of interest is de-
signed to improve the collection of
taxes in arrear. It is only logical
that interest payvable by Government
on delayed refunds etc. should be simi-
larly increased. The Bill accordingly
proposes to increase from 6 per cent
to 9 per cent per annum the rate at
which simple interest is payable by
Government to taxpayers on excess
payments of advance tax; on delayed
refunds; and, in a case where the as-
sets of a person have been seized in
the course of a search, on the money
retained by Government in excess of
the tax liability of the person.

The Wealth Tax Act and the Gift
Tax Act also contain similar provi-
glons for charging simple interest from
assessees on tax dues In arrear and
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for payment of interest by Govern-
ment to assessees on delayed refunds.
The Bill proposes to increase the rate
of interest under these Acts also from
6 per cent to 9 per cent per annum
in respect of the period falling after
September 30, 1967.

Sir, I hope that the provisions of
this Bill will receive the unanimous
support of this House.

The question was proposed.

SHRI DHYABHA] V. PATEL
(Gujarat) : Sir, we have before us a
new Bill to replace the Ordinance
that was promulgated about a month
after the Parliament had adjourned.
It is difficult to understand why it be-
vame necessary to have an ordinance
of this type suddenly within a month
after the Parliament had adjourned or
two months before the next Session
of Parliament. If you anticipated
that the income as a result of this
measure was going to be so high that
it would make a difference, one could
understand the need of an ordinance
for a measure of this type. The hon.
Finance Minister has not indicated in
his speech as to what the effect of the
operation of this Ordinance in the
two months has been. So naturally
the presumption is that no serious in-
crease in income or loss of income
would have come if this measure had
not been taken up as an ordinance but
in the norma] course of law the Bill
had been brought before Parliament.
To my mind, Sir, it is a matter of
principle that a measure of taxation
should be put through as an ordinance.
Ordinance is usually a matter of emer-
gency which should not become a ha-
bit as sometimes it is becoming a ha-
bit with this Government. An Ordi-

nance of this type should not
3 p. M. be passed at all, should not be

promulgated. Such a measures

should only be promulgated
after putting it through Parliament and
after a discussion in Parliament. I do
not see any serious reasons advanced
by the Finance Minister for putting
through this measure as an Ordinance.
It is true that the Government is facing
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financial stringencies. Financial strin-
gency, everybody faces, but I do not
think this is the correct way of deal-
ing with the measure.

The rate for compulsory deposit is
being raised. I do not know how it is
going to affect the Budget, but it is
going to affect capital formation. It is
going to make the cost of living of the
ordinary citizen, the ordinary middle
class, higher, and therefore it is not a
measure that I can support. Today
business needs capital. Anything that
would help capital formation would
help business. But this is going to
retard both and therefore it cannot be
considered a welcome measure,

One of the other points in this mea-
sure is regarding entertainment in
business. I think the Finance Minis-
ter has travelled widely abroad and
he has seen what entertainment is
outside this country to consider enter-
tainment that is available in this coun-
try and the scale of entertainment
that is normally the case with busi-
ness houses or business in India. I
do not consider ours extravagant. And
this attempt to curtail it may perhaps
be welcomed in the sense that this is
a poor country. But then how does
it help business? We cannot have two
different scales for the types of enter-
tainment which has to be allowed in
this country. If we are to deal with
countries outside this country, it we
want to promote exports, those who
export must be allowed to entertain
the visitors whgo come from abroad,
and it is not going to be possible for
Government to discriminate between
the two and, therefore, I feel that any
of curtailment of this type as a mea-
sure of law is going to be difficult. I
dare say Government may have rea-
sons for doing it; there may be some
bad cases where this latitude of allow-
ing entertainment has been abused.
But those cases should be examined
on their own merits and nothing in
law should be there so as to make it
difficult for ordinary citizens in the
normal course of business. Entertain-
ment makes working of business,
working of life, smoother for people.
That is why we entertain even so many



bl

2773 Taxation Laws

[Shri Dahyabhai V. Patel]

foreign visitors. This country official-
ly invites and entertains foreign visi-
tors, because it promotes goodwill.
Similarly a businessman requires to
entertain for goodwill with his custo-
mers, with his clients in business and.
therefore, a reasonable view of this
matter should be taken. I do not think
that by this measure either business
is going to be helped or it is going to
help getting more taxes because, ulti-
mately, money is coming from the
same coffer, whether you call it by one
name or another name, and I think
that the limit of taxation has already
been reached in this country, and such
measures of trying to snatch money,
get a little money from business is ra-
ther going to retard business than help

business. I would therefore request
the Finance Minister to reconsi-
der these measures. After all,

complex measures of taxation entail
more work than getting taxes. Some
of the measures that we have on our
statute book entail a lot of labour, a
lot of paper-work not only by the as-
sessee but also by the different depart-
ments of Government, and it is a mat-
ter for serious consideration by Gov-
ernment whether such taxes should
continue to figure in the statute book.
A straightforward measure of taxation
where the assessee pays a certain
amount of tax and Government gets
that return, without having too many
detailed calculations and checks, would
be a much more desirable way of rais-
ing taxation. Unfortunately, we have
got into a very very complicated sys-
tem of taxation in every case and per-
haps this is going to add to it. From
that point of view this is not z desir-
able measure.

SHRI ARJUN ARORA (Uttar Pra-
desh) : Mr. Vice-Chairman, Sir, I rise
to support the Bill, but I must submit
that the way the Income-tax Depart-
ment functions, riakes all legislation
a mockery, The functioning of the In-
come-tax Department in the country
today is something which favours big
businessmen with several handicaps.
businessmen and fetters the smaller.
There are innumerable cases of under-
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assessment of big and monopolistic
business houses. Even when the asses-
sments are made, they refuse to pay
the taxes. They run from one tribunal
to another and carry matters from one
court to the other. Even when all the
avenues which their highly paid attor-
neys provide are exhausted, there is
refusal to pay and there is, on the part
of the Income-tax Department reluc-
tance to take coercive action against
big businesses. This morning, Sir, the
Finance Minister laid a statement on
the Table of the House. That statement
mentions the names of scores of big
business houses which have more than
Rs. fifty lakhs of payment to make,
that is, payment of elther assessed or
admitted income-tax. and the amounts
were due on 3lst March, 1967—more
than six months have elapsed since
then. There is ng instance in which
the Income-tax Department tock any
coercive measures against any of these
people, people who have money, who
apply for fresh licences, who are out
for starting new ventures but who re-
fuse to pay the assessed income-tax.
In this country one hardly ever comes
across the case of a big businessman
who has been prosecuted for non-pay-
ment of taxes, who has been sent to
jail because he did not pay the assess-
ed or even the admitted income-tax.
Sir, this country is supposed to be
marching towards the establishment
of a socialist society, but the Income-
tax Department in this country is
more generous towards big business-

men than even the professedly capi-
talist American Government is,
There one comes across cases of

people being sent to jail because of
their refusal {o pay income-tax. As a
matter of fact, their laws and their
practices in this matter are so perfect
that when other laws fail, the anti-
social elements are rounded up and
sent to jail because they have not
paid their income-tax. But here in
our couniry, the bigger the income-tax
liability the more considerate the au-
thorities are. Sir, the debiting of
fictitious expenses and the manipulat-
ing of losses have become a very fre-
quent practice in this country. Our
assessing authorities have not yet been
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able to meet this danger and the re-
sult is that by debiting fictitious ex-
penses the profits are converted in‘to
losses and income-tax liabilities dis-
appear, so also the bonus due to the
workers disappear.

Sir, I will mention one example of
B. R. and Sons, Ltd., Bombay. Accord-
ing to a statement made in the Rajya
Sabha op the 9th of August, 1967 by
the Minister of State for Finance,
Shri K. C. Pant, the total outstandings
against this company was Rs. 36.5
lakhs. ‘That related to the assess-
‘ment years 1947 to 1962-63. Now
something like four years have ended
since 1963. Why is this sum of Rs.
36.5 lakhs not realised from them?
The Minister of State, Shri K. C. Pant,
stated then that in order to realise
this sum of Rs, 36.5 lakhs which is the
income-tax due from this concern, the
Government was considering sending
the company into compulsory liquida-
tion on the ground of fraud by flling
a suit and then recovering the amount
from the directors. Sir, this announce-
ment was made that now the directors
have been changed. They have been
altered. The real proprietors, the
real beneficiaries of this income-tax
evasion and refusal to pay, are no
more the directors there. They have
announced that they have appointed
three of their employees as directors
of this concern. Now if the company
goes into compulsory liquidation 1t
will lose nothing and if the Govern-
ment tries to recover the payment of
taxes due from the present directors,
then it can only attach the salaries of
these people and fhis sum of Rs. 36.5
lakhs will not be realised even during
the whole of their life time. There
seem to be some people in the Income-
tax Department who did not recover
this sum of Rs. 36.5 lakhs from this

company, i.e. B. R. and Sons Ltd,,
Bombay, during the last four years.
And then, Sir, it was during these

{four years that the Income-tax Depart-
ment was so careless as to pay certain
refunds to that firm. It made certain
refunds to that firm. And it also made
certain refunds to those directors and
also certain refunds to concerns in
which those directors were also direc-
tors and shareholders. Sir, this 1s the
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very limit of carelessness, if not col-
lusion. Sir, L find that this concern,
B. R. and Sons Ltd., Bombay, from
which Rs. 36.5 lakhs are due, has
since 1956 paid only Rs, 1.84 lakhs as
income-tax, though during that period
1t has made an income of as much as
Rs. 190 lakhs Though it earned so
much income, it pays only Rs. 1.84
lakhs as income-tax and allows the
arrears to grow. The result is that now
a sum of Rs. 36.5 lakhs is due from
this company and the Government
does not know how to realise it. Sir,
there should be some system evolved
by the hon. Finance Minister under
which the officers whg are responsible
for this sort of negligence, amounting
to collusion with the assessees, can be
dealt with. There should also be a
provision that in the case of deliberate
refusal to pay the income-tax due, the
assessee should be taken fo a criminal
court and sent to prison. We know
that there are hidden incomes, secret
profits, hidden reseives and hidden
resources and the income-tax due to
the Government will be paid out of
these hidden resources only if the
penal provisions of the Income-tax
Act are really used. At the moment
they are not used. Coercive measures
are taken only against small assessees
and not against the real culprits from
whom crores and crores of rupees are
due.

With these words, Sir, I support the
Bili and 1 nope the present Finance
Minister for whom I have the highest
respret ard who is well known in the
couutry for his integrity and honesty,
will really evolve a method under
which the penal provisions are auto-
matically used and the people concern-
ed are taken to the criminal court
when they deliberately persist in re-
fusing to pay their taxes.

SHRI BANKA BEHARY DAS
(Orissa) : Mr. Vice-Chairman, Sir,
there is nothing in this Bill which I
have to oppose. All the same I want
to give some ideas about income-tax
collection and other proposals that are
in this Bill. In my opinion—others
also have said it—the taxable capacity
in the country is gradually reaching
the saturation point. The main reason
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for this is not the rate of different
taxes but the rise in the prices which
is eroding into the standard of living
of the common man. The other reason
is the slow rate of growth of income
in this country. These are the two
basic causes due to which the taxable
capacity of this country is gradually
reaching the saturation point. And
this leaves only a very small scope for
the Finance Minister of the country to
manipulate and get new and additional
resources. Here I want to tell you,
Mr. Vice-Chairman, how in spite of
our planning and in spite of our in-
vestments to the extent of Rs. 30,000
crores during the last 15 years, the
standard of living of the people is not
growing as it should be.

As a result the growth in the nation-
al income is not there so that we can
have a small portion of it for the
national revenue. The latest Report
of the National Income Committee
indicates that in 1960-61 the per capita
income was Rs. 310 whereas according
to the preliminary estimate in 1966-67
it is Rs. 313.1. That means within
seven years the per capitq income at
constant prices has gone up by only
Rs. 3. So when the rise in the nation-
al income is at such a low rate, it be-
comes more difficult for the Finance
Minister to get resources because after
all the Finance Minister hag to take
only a portion of the national income
to his exchequer. And unless their
very attitude to planning is complete-
ly changed, whatever might be his
wishes, he will not be able to get any
additiona] resources from this country.

In this connection I also want to tell
you one thing. What are the little re-
sources that are stil] left with us?
There is much of talk nowadays in the
country, and particularly during the
last Chief Ministers’ Conference, about
how to get resources from the rural
sector. Here I feel there is a great
misconception in the country as if
there is a great scope to have income
from the rural sector. If you go into
the past Reports including the Taxa-
tion Enquiry Committee Report and
also compare with the Report of the
Mahalanobis Committee, you will find
that the lower sections in the society,
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i to the extent of 30 to 60 per cent, whe-

ther in the rural areas or in the urban.
areas, have practically the same in-
come per capita. Therefore even though
there is so much of talk about getting
revenue from the rural sector indeed
you have very little scope to have any
additional resources from the rural
sector. There is another argument
that is being advanced in the country
that when 51 per cent of the national
income is there in the rural sector
there is perhaps a great scope there.
I also admit that about 75 per cent of
the commodity production of this

country is from the rural sector, prac-
tically agriculture but if you see that
about 75 to 80 per cent of the people
ot this country depend upon agricul-
ture and the entire income is mostly
distributed amongst them you will
realise there is actually very little
scope to get additional resources from
them. Hardly 5 to 10 per cent only
can be easily tapped in the rural sector
and I agree here that there is scope
for agricultural income-tax. When I
say that there is a gmall elbow room
for the Finance Minister to tap re-
sources from the rural areas I mean
this very small section in the rural
areas who are to a certain extent liv-
ing above the subsistence level, Here
only the scope is there though it is
not directly under the Finance Minis-
ter. When he is bringing this Bill to
have more resources for the country,
he should also have the courage to
say that for calculating the income-tax
he ig prepared to add the rural income
from agriculture to the urban income
of a man so that the few people who
are in this category could be brought
within the scope of the higher slabs
of income-tax and thus you can get
more revenue. This is a fleld where
there is a little scope but here too
unless the State Governments co-
operate to a certain extent it will be
very very difficult for the Finance
Minister to do it. I know some years
back some of the States gave this
power to the Central Government
which they withdrew. But even then
because there is a limited scope availa-
ble here and because we have already
reached a point of saturation., this
field ought to be tapped also.
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Secondly I want to say something
about this entertainment expenditure
of which there is mention in the
amendment brought forward.  There
are some sections in the country who
are opposed to this limitation on the
expenditure for calculation of income-
tax. 1 may remind the Finance Minis-
ter here that some years back we had
the Expenditure Tax but we bade good
bye to it because it did not give us
good revenue. But the basic thing re-
mains that the idea of incorporating a
tax on expenditure in the fiscal struc-
ture of the country was to plug the
loophole that was there in the Income-
tax Act but under pressure of some
people in the society we had to give it
a go-by. In that context I am one with
the Finance Minister when he is going
to have some limitation on expenditure
for calculation of income-tax. There
is some justification in the argument
that some of the entertainment expen-
diture incurred by the big Business
Houses either inside the country or
outside is for the purpose of further-
ing their trade interests. But here I
say that this provision has been taken
advantage of by the business com-
munity of this country to evade pay-
ing tax. They entertain different per-
sons and of course they have to incur
some expenditure on this account but
quite large sums of money have been
expended for other purposes with a
view to evading income-tax. That is
why, when we have done away with
the Expenditure Tax, we should have
some limitation on the entertainment
that is being done by the big Business
Houses of this country.

I also want to speak about the
income-tax procedure. I am one with
Mr. Arora who has given some ideas
about penalty and how the Income-tax
Department should function. Really,
the Income-tax Department, if up till
now, they have earned anything, they
have earned the ill will of the common
people here because due to evasion by
the Big Business Houses the small man
in the country is being taxed. Here
I want to give two suggestions to the
Finance Minister, Some days back I
wrote him a long letter about it and
I got a reply but I am very sorry to
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say that I have been completely dis-
appointed by the reply that I got. In
that letter I had said that most of
the money of the employees that
comes in the shape of deduction of
income-tax by the companies is not
deposited in time by them though it
is Government’s dues. For one month
or for a few days the companies are
virtually the trustees of that money.
Though the income-tax law has been
amended and they have to deposit this
money at the earliest opportunity, I
know there are hundreds of cases in
the country where this money which
has been deducted from the employees
is not deposited in the State excheqguer.
We are all Members of Parliament and
we have so many staff here and every
first week when we draw our salary
a portion of it is deducted on the basis
of certain calculations and it is de-
posited with the Government. But in
spite of the provision in the income-
tax law most of the business houses
in the country are not depositing that
money but are investing that in their
own concerns, And after one or two
Years we find that some of these con-
cerns go into bankruptcy and the dues
of the Government that were with
them have to be written off. That is
why I want to suggest to the Finance
Minister that the implementation as-
pect is very important and I know
that the Income-tax Department has
not been very careful about it.

Though they are expected to deposit
it every month I can cite instances
here of many business houses in this
country where they have not deposited
the amounts deducted from their em-
ployees even affer one, two or three
Years. As a result the Government
are not getting their dues in time. So,
here I want to suggest to the Finance
Minister that his Ministry and the
Income-tax Department should be
particular to see that every month
whatever money 1is deducted is de-
bosited immediately, failing which the
heaviest penalty that the law provides
should be imposed immediately. In
most cases that penalty has not been
imposed, although it is already two
or three years. I think this aspect
should be given atfention to.
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Another aspect to which I have

drawn his attention is this. I am sorry

to say he has not accepted it. Again,

I want to plead with him that there

is great scope for getting the income-

tax dues from the business houses. I

know that according to the present

law the definition of ‘income’ is such
that the income of a Parliament Mem-
ber or an employee of any institution
comes within the scope of income, but
the income of a businessman does not
come within 1t. As a result, only
after one year the officer of the
department goes and tries to calculate
the income of the business house.

After that notice is served and it takes

years to collect the amount. Under the

Constitution of India the High Court

and the Supreme Court can give a stay

order as a resulf of which the money
that is due to the Finance Ministry is
not collected for years together. I want
to here plead with the Finance Minis-
ter, though he has not agreed with me
in his letter, that the definition of
‘income’ should be so amended that in
the course of transactions of a big
businessman, a certain portion of the
money may be calculated as income-
tax and it should come to the State
exchequer straightway. As a result,
after one year every now and then
the department may not have {o go
to them to calculate it and then send

a notice. Then, again, they go to the

High Court and in the process the

company goes out of existence and the

Government is compelled to write it

off. I think there is scope for this.

Though the Committee that considered

this discussed to a certain extent this

aspect of the matter, I am sorry to
say that this aspect has never been
properly analysed, nor any solution has
been found to it. I am sure if the
Finance Ministry applies its mind, with
the purpose of having a portion of the
income of the businesman, by amending
the definition, it can see that the
money comes to the State exchequer
immediately. After a year, when the
company files its return it can Ybe
adjusted. Here I want t{o say that
there is discrimination. When a Mem-
ber of Parliament or an employee gets
his money, immediately he has to
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deposit a certain amount, through the
Secretariat, in the name of the Finance
Ministry, but in the case of a big
businessman or a business house or
private ndividual, he is allowed to
utilise that portion, which is an in-
visible income, as an investment on his
business and grow rich and at the last
moment he has scope for swinding and
cheating the Government I know 1t is
a very difficult caleulation, but I am
sure, having regard to the experience of
the Income-tax Department with vari-
ous businesses in the country, they
can evolve a formula by which, along
with every transaction, a portion of
it can come to the State. Particularly
when the State has become the greatest
consumer in this country and most of
the money of big business and private
individuals is from the State ex-
chequer itself, there is scope for the
Government to see that the moment
the Government pays money to a pri-
vate individual, a portion may be de-
ducted as income-tax to be adjusted
at the end of the year.

Then, about the arrears in the morn-
ing there were sp many questions. As
far as I can recall it, a sum of about
Rs. 350 crores is still lying with differ-
ent persons. If you go back to ten
years or fifteen years even you will
find that we are getting the same reply
from every Finance Minister, i.e. Rs.
350 to Rs. 400 crores are the income-
tax arrears, All these difficulties arise
only because the Income-tax Depart-
ment is not very particular to realise
the money. Here also I want to tell
the hon. Finance Minister that I have
some experience of taxation laws, es-
pecially commercial taxes. I have
gone deep info it. Here though you
can say that he is not directly interest-
ed in commercial taxes or the sales
tax, the Government of India and its
corporations pay a huge amount of
money as commercial taxes to different
institutions, corporations and com-
panies. In the meetings of the Zonal
Counci] the Finance Minister or the
Home Minister who presides over them
discusses these things, wiz., how to
have uniformity in the commercial
taxes and sales tax. Here, there is
great scope, When the question of
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Plap comes up, the Finance Minister | only to enhance taxes.

goes and asks them to raise the fin-
ances or resources required. Here I
want to give you an illustration. Our
Puarliament Secretariat must be pur-
chasing about a few lakhs of rupees
worth of stationery from private in-
dividuals. When they purchase from
private individuals they pay to the

private individuals the sales tax, which.

is actually due to the Government. Of
course, in this case it is the due of
the State Government. The Govern-
ment pays it to the private individual
and after one year or quarterly, ac-
cording to various legislations in this
couniry, the business people or the
corporations or the companies pay
back the sales tax to the Government.
So, here is great scope. Not only that.
You often see that the sales tax is
not paid by these corporations and big
business people to the Government
promptly. Sometimes they retain it
for two or three years. The sales tax
which is due to the Government is
always invested as a capital of the
business house, firm or individual for

furthering the interests of their own
concerns. So, the law has to be
amended. He should prevail upon

them, through the Zcnal Councils and
through the Finance Ministers, to
amend the commercial tax laws in this
country and I am sure it can be done.
I have discussed it with them in the
Taxation Enquiry Committee, on which
I was a member. We have seen that
it is feasible, So, here if they prevail
upon the State Governments, there is
scope. All this commercial tax money
or the sales tax money can be im-
mediately deposited in Government
account in the course of the transac-
tions. Though it does not come direct~
ly under this Bill, I want to take this
opportunity to plead with the Finance
Minister that he should take the ini-
tiative in this matter. .

Lastly, I want to say that the Fin-
ance Minister’s job is not only to
collect taxes. He has to see that the
standard of living of the common man
goes up and there is income growth.
Only then he can tap a portion of the
money. But here we find in this coun-
try that the Finance Minister’s job is

{6 DEC. 1967}

{Amdt.) Bill, 1967 2784
The other day
in the course of the discussion on
sugar when I pointed it vut, I did not
feel happy that ihe Finance Minister
should be so touchy about it. I point-
ed out that even when the price of
sugar per quintal was less than Rs. 160
the Government was collecting a tax
of Rs. 26.65 per quintal. When the price
is going up, it is the job of the Fin-
ance Minister to see that certain ex-
cise duties on essential commodities

are lowered to help the common
man .
SHRI MORARJI R. DESAI How

does all this arise from this Bill 7

SHRI BANKA BEHARY DAS : The
same applies to excise duty on cloth.
On certain varieties of cloth the excise
duty extends to the limit of 30 per
cent. Here 1 wani to say that when
there is a small elbow room left for
the Finance Minister, when we have a
very slow rate of growth, he should
see that the duty is lowered. It is not
his job only to see that all the re-
sources are tapped. It is also his job
to see that the tax burden to a certain
extent, is equitably distributed and
when the question of equitable distri~
bution comes, his job is also to see
that the prices of essential commodi~
ties go down by lowering, to a certain
extent, the excise duty. Though his
concern is how to get more money, he
should also consider these aspects.

While we give our full support to
this Taxation Laws (Amendment) Bill,
I request the hon. Finance Minister to
consider all the aspects and try to
come forward with some comprehensive
laws when the next Budget comes.

’

Thank you.

SHRI A. G. KULKARNI (Maha-
rashtra) : Sir, I rise here to support
the amendments to the Income-tax Act
and the Annuity Scheme and Enter-
tainment Scheme recently introduced,
as put before the House by the hon.
Finance Minister. I have to make
certain observations.

There was the Bhoothalingam Com-
mittee appointed by the Finance Minis-
ter for rationalisation of taxation laws,
and in the Bhoothalingam Committee
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[Shr1 A. G. Kulkarni.]
report there were certain remarks
about the annuity deposit. I do not
understand why the Finance Minister
has agaln chosen the same annuity de-
posit for taxation purposes. I could
only imagine that there is utmost
necessity of collecting more resources
to meet the Gajendragadkar Award or
some such other expenses. But here
what 1 want to suggest is that this is
not a good measure because it creates
lesser amount of savings in the com-
munity for building the industries. {f
the TFinance Minister would have
thought of mare avenueg of taxatian
or additional taxation, say, for luxury
items like nylon, nowders and other
type of luxury items, where more
money is being spent by certain people,
that could have been mopped up and
used for this purpose. I am fully aware
that there is utmost necessity of collect-
ing resources, So, may I suggest to
the Finance Minister that the present
measure should be g short-term mea-
sure, and I hope that in the new
Budget he will give due attention to
the long-term problem of rationalisa-
tion of the income-tax laws and col-
lection of income-tax.

fay T

In this respect may I suggest to him,
as was rightly pointed out by my
friends on that side, that there is a
proposal in the Chief Ministers’ meet-
ing for agricultural income-tax. I
vehemently oppose that suggestion
because agriculture is not a sustained
industry. You know, Sir, irrigation is
not on a very large scale. There is
meagre irrigation in this country which
we have attained up to 20 per cent.
Agriculture nof Dbeing a sustained
industry, where the rains cannot be
taken as a certainty, when the agricul-
turists are found having a little money
due to certain innovations, the Govern-
ment should really not take recourse
to agricultural income-tax. At the
same time I agree with the Finance
Minister that there is need of collect-
ing money from rural areas, particul-
arly from the affluent big landlords.
For that purpose I will make a sugges-
tion to the hon, Finance Minister.
Nowadays deals are taking place in
the rural areas at Rs. 10,000 per acre
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or Rs. 15,000 per acre where the land
grows sugarcane, tobaccg or other cash
crop. 1 may suggest to the Finance
Minister, because this is a State subject
that the States may be given a little
bit less amount from the Centre and
they may be requested to raise re-
sources; that would have been really a
better way of meeting such expendi-
ture. A"
il

N

In the case of expenditure tax,
entertainment tax, etc., I have got my
views. 1 do not agree with my irlends
there that this tax on entertainment or
the cut on the entertainment expendi-
ture is justified, because we are at
present facing recession. There is an
absolute necessity of increasing the
trade, the business, There is an abso-
lute necessity of increasing the exports.
As you know, in the Western countries
or even in any country whatsoever on
the eastern side alsg business has
become a high-pressure selling or sales
service wherein money is required for
spending for putting the deal through,
pot by way of corruption but as a
genuine investment for striking a deal.
So, I request the Finance Minister that
such type of measures are not really
going to help him to collect that much
money. On the contrary, I have seen
that the administrative expenditure of
the Government is increasing. Right
from Rs. 73 crores in the year 1951-52
it has gone up to Rs. 123 crores. On
the other hand if you see the U.S.A.
pudget, it 1s $ 9.6 billion right from
1962 to 1967. Even when there is a
war going on in Vietnam, the U.S.A.
expenditure today is only 10 billion
dollars. Such a society is spending
and keeping its expenditure on admini-
gtration constant, why cannot we do it
in our country ? I can give a personal
explanation, When I visit the Textile
Commissioner’s Office—I usually go
there from my co-operative mill—lots
of people are sitting with folded hands.
I do not want any harassment to any-
body, but why don’t you divert them
to other productive purposes ? Unless
you curtail this expenditure, any sort
of this lavish expenditure is not going
really to help our national effort.
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On one point I want to say that, as
Mr Banka Behary Das explamned, I do
not understand his version that the
entrepreneur should be taxed from the
beginning as a salaried man 1s taxed
I do not understand that pecause 1n-
come-tax 1s on profit How can you
understand whether that entrepreneur
1s gomng to earn a profit or 1s not
gomg to earn a profit® Suppose he
earns a profit 1n one year, next year he
may wncur a loss.

SHRI BANKA BEHARY DAS When
a Parliament Member gets Rs 500,
1s he earning g profit ?

SHRI A G KULKARNI When a
Member of Parliament gets Rs 500, 1t
1s a surety He 1s getting Rs 500 for
the first year or the second year or the
third year unless Parliament again
increases 1t In the case of an entre-
preneur 1f you change the definition
of income, 1t will be ultimately rumning
the entrepreneur himself How can a
smal]l industrialist know whether he
will get a profit? (Interruption) There
1s provision for advance payment

SHRI BANKA BEHARY DAS I said
1t will be deposited in the course of
business, but after one year when we
calculate, adjustment will be made

SHRI A G KULKARNI There 1s
no such provision possible on this
earth because no one knows whether he
will earn so much or he will not earn
sg much, because entrepreneurship 1s
a risk, 1s a hazard, 1t 18 an industry,
and a salary 1s a salary I do under-
stand that the salaried people have to
pay that income-tax, but there 1s a
chance, a risk of losing the income-tax
mn the case of entrepreneurs But there
are other schemes of advance payment,
etc For that the Government 1s fully
authorised In this respect another
aspect was dealt with It 1s worth
noting that there 1s much evasion of
mcome-tax Even the sales tax officer
has got ample power tg search while
the income-tax officers have not got
that much power, Why don’t you
empower your income-tax officers to
have equal status with the sales tax
officers of a State Government, so
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that vast amounts which are not detect-
ed can be unearthed on a very large
scale ?

Similarly another point I want to
submit 1s about the collection of 1n-
come tax and the entire working of
the Income-tax Department I have
already submitted to you a long
memorandum on this, I do not want to
repeat 1t here, I do not want to take
the time of the House But I have got
another suggestion The 1ncome-tax
officers are a very hard-pressed lot in
the districts The officer 1is not
provided with accommodation That
1s why they are anyway obliged to
stay somewhere wherever the landlord
takes the advantage of his obligation
for providing him a space It will be
better 1f the Income-tax Department
provides him some house, so that the
mcome-tax authority can pass orders
with a little bit of self-respect

There 1s another point I fully agree
with Shr1 Banka Behary Das that the
entire planning 1s wrong Why do

these things happen ? It 1s because
there 1s no balance  maintamed
between agriculture and 1industry,
between big industry and small
industry, between public sector and

other sectors All things are not
properly managed Unless these things
are attended to I do not think there
will be any necessity for such increase
in annuity deposit, etc But I do hope
that the Deputy Prime DMinister and
Minister of Finance will take care of
that In the case of Wealth Tax also,
the Wealth Tax rales which are
prevailing at present should have been
really doubled on unproductive assets
of the Wealth Tax assessees, just like
jewellery, houses ete They should
have been really doubled because
there 1s no necessity to exclude them

With these words, I have done

s faasmpar ANTETEst Arfear
(W RE)  IEEHIETET WRIRA, Tg ST
gar fam it S g faemd weqa
g, Fauw fafwn (mvee) faaws,
a7 Ty v 8, uw, Finar
frew & 3T @ 3fg, o, wAReW



Taxation Laws

2789

[# famagar qa@mas 1fsai)
=g X frEw @uEr S/ iy,
THETAT A S U qHe R A
ST A 3 A gig AT | IRAT-
T WEEW, 4 W1 dWl 9| g 3w
fag spammam ST FAT F4T AT
FHET T 98 oY 9% W gEa w
ALY oA | qATE 7 & S = gAr ar
37 faw fagw = arfes fear aar a7
IR gr T ¥ ¥ W= fonar
i ore F0 & FW FIWR TF SHET FIEAT
¥ TId W TG HITIT D
FATT WA AATAT AT, FlH 14
fogmx 1967 @ & seUyR™ AT
F¥ =rer T 6 9w § @wa R
T | AgrEa sremRm g R o,
FETasgF gl a1 3% fau zewm 9d
fraTsmasar | swag g fr ;A A®
qEgTRA ST AT fRAT ST ok 14
e & Aqrare 4 Y {30 gAT T A
F afa q $ TN T aTN 97
faasr aorg & gmdr aga a5 afg &
ST, EATR @1 &1 9§ ST LT &
Srar, ot faRdt & @Te 9ga asT eeaTd
g1 @rar? gt {6 aar gran & gwmra
FNE T AT ST AT wIEHAG T
# o T & forady a5g & swE g
FIA F FfoATE AT qIAT F AT -
AT F AT HAA § FIEATE AH
72T g a1 39 aaed & fau s
@y A w¢ anafw wE g, fEe,
ITGATENE] HEIed, IA A0 amEl &
faru sreavem W, 9T AT A9 T, Ta-
T T T AT AFAT, T qIT sifH-
FTU FT FEIANT &Y F&T JTAM, FTHT
3% LT FET T aFar | afg e
AT A A TE B AT IFES
FIA AIT g, FHEE q¥ I AN &,
A% A Y qE awEr S § e
faam 7 f5 o oW & feowm <&
s fd S oa=wm,  feEma R
qIAT,  FF WY G FT FTOT FAQAT

[RAJYA SABHA]

(Amdt.) Bill, 1967 2790

ST T & foeey aog & AR &1 TR
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Rationalisation and Simplification of
Direct Taxation Laws. sf) ﬂjfﬂﬂq
A, 78 @ wyfrd ferfaz ¥ art F
Tz F2d 8,99 3 7x uafadifearfaz
3 AT H FET @ - .

» %, .. It is, therefore, clear that even
from the point of view of raising
comparatively short-term resources’
the value of the scheme is not parti-
cularly great. I would, therefore,
strongly recommend that the scheme
be abolished with effect from the
current year.”

Mg faEd g amarag
Fyeqr FT 3 43 F 5 ag e fawely
& A I¥ IT T IB E, IV A I9
T A WR W W Ed TR
feam a0, R T ™, W
Tgt @ dar & fr AR g @ A
@ 3T 919, 9 AFH 19 9 fF uafad
femfore oo @ A == @) o@ew
AT 7 AT | AT 9 fgmT ¥ 9% TT
& T G AR g | WHF AR A
AITT 7 GHAT & AR I o qav
gfr aew o e & wwar
AT FH @ T 987 Y FaT &, A qTA
TR F IR H T HEAT ALY T2 AR
a5 faew ¢ fr ag arfosy frdio +°
ST TR WS § 3§ 9N g
Ffoa, TFTET F T Y, oTIR

[RAJYA SABHA]

(Amds.) Bill, 1967 2794

FIfelTasr St & I AqfEEa €7 &
a1 S W & TS F A I -
FTA ST FAT ATEH,  IAFr W AG
TFE 1 AT ST A g, ST S
T A ¢, # I9Y wawE Adl
TEAl, 99 FUH AR IY AL F
fea & wwed AR T=a w1 AT AT
S ferew § SOF IR § wawg 2 )
qqr JEi F I U 09T gar 2 |
oo femfar &Y =w fasr
¥ R 399 ag Fman fe ey g9
IT 1200 T FT AHIAT § A% WY
FryoEa feuiee ¥ %W, WA
7 g 5 g & o = & T
FE! O, SUFT GfFEFT §T B @
FT a1 difig @ @ fFoamax
T & gg grafag wWm, ar g a%ar
a1 f& ag fema-feamg wo@r @
q & ST FET R AT @ GET AA9
t 5 ag Sfewa = v &, oo
Sfrega o & & § 3T A9
@y & fqam g

gAY, Mg TF UENerEY A &
A 4, TF A AW A w5 £ O
TFTfea &7 & 3T 3 & 91w ¥R
gE WA 9T § A aFEe A F e
TAH AZ FH FAqT N @I g | 7 ar
T T § faEaw s § et
9% FEF AAET AIed, gATO 3
tar qE g fF dwel & afafe @
FF gEdl dR T 9w F IR
FT ¥ I FI, IH 9T IGET TR
F F GGAT g | A9 [ FIH ISAT
IqY # ATHT TG AT @I, AL A
TEH TG W TH TRAfGE ARl
Tt § fF S amET & 98 aw Ay
I AT TET FIT A FL AT & 4T
foF wHrafeay a9 & avrg § =Jear
g 5 w=o S W Y & 9% gy e
F 9 R IR gT T & ot # 7T 7



i

2795

g, O TR UK F AIREY T FT
9T S 77 It T @ 1 & qad
FUT & Faedl § g FE, o
A W faven @1 qaael g iR
M WY ST =T @ FL R AR OEE-
ifde # @ 7 @, 7@ T A
fem & i

st ARt A (gforar) :osg S
T Y J@T AT

T axation Laws

it faragAr ATt |@tefear:
T FE A AR afg w fau &
STAT & )

it ATRAY iTo TR : HIIFT AT
g i &1

sft FrreamwiT ReTaT@Et S
# qt AT W g T A, ooy
s s ax gy -

A NG qF UG TG H AT §
F 6 qde ¥ 9 TE &1, 9 W@ A
geat faar @ S|y W g K St
FET § SEH T g, TR A W 98
T g, sEw fd 7w fagw ==t
FT LT 7E! FAT THAT TR 9 TTHS &
AT HMY 6 TTEE &Y FaT a1 ot F8
amafe 78 o, o g w3+ fadiw
o 7 wifF awy 1 e
gt foan g & S geaia §¥6E 3 3
IR W 9 e fad 3R S T
2 9Ed WY o T AW A1 &% § w2
SET GHT FEAT AT SR AT uEaig
AT FAT & IGH gE W F sl
FFga e @1, @t swgfe &
T T TR, R SR qF i
femfoe &1 g & 9 99 FreAr
W gAfaTR FR, S TEE # g
oY & ST S "rEreer SR E N T
& SEF W wW ¥ @ #% A g9
@ oH a9 | & S av
FAT FT ITAN & gF | gega |

[6 DEC. 1967]

(Amdt.) Bill, 1967 2796

SHRI NIREN GHOSH (West Ben-
gal) : Mr. Vice-Chairman, Sir, I take
this opportunity to make a few points
because every year the Central Gov-
ernment comes before Parliament with
a heavier dose of taxation on the com-
mon people with relief sometimes to
the top layers of the richer section.
That has been the practice—more
burdens on the common people and
more and more relief in various ways
to the richer section. And what is the
scheme ? Resources must be tapped.
That is the only scheme.

Now I would like to ask: what has
happened to the recommendations
made by Prof. Kaldor ? Only one or
iwo or three of his recommendations
were accepted and the other entire
system whatever he proposed, has been
put into cold storage. The system by
which we could have tapped resources
from the richer sources was very loose
under the present capitalist system of
society. Now by this time at least
Rs. 4,000 crores have gone into the
black market through evasion of taxa-
tion. I would like to know what the
Finance Minister proposes to do about
it He 1is a very self-disciplined
person, Naturally, I would like to
know how he proposes to discipline
his friends who have created such a
huge black money. That is the first
thing.

About taxation arrears, nobody
knows how many hundreds of crores
of rupees of arrears have been written
off. Somehow or the other he will
come out with the excuse that the laws
of the land do not permit him to get
at them. If that is so, then it was his
obvious duty to amend those laws so
that they could not escape the drag
net. I suppose during the last 15 years
another Rs. 3,000 crores—I do not
know what 1is the amount, it is for
the Government fo say that—of
arrears have been written off. Now, in
the face of those circumstances,
Mr. Vice-Chairman, Sir, how can
Parliament and the people put up with
| the Government’s proposals every year
" for g heavier dose of taxation, with
more and more burden on the com-
mon people, poorer sections? That is




2797 Taxation Laws
[Shri Niren Ghosh.]
the big problem that I would like to

pose and I woulg request him to
answer it.

I would also like to take up another
point. Almost the entire sphere where
taxation can be levied has been reserv-
ed for the Centre, Now practically
the Centre is holding the States of
India at a ransom and they are being
admonished day in ang day out by the
Deputy Prime Minister that they must
learn to cut their coats according to
the cloth available, That is his advice,
Don’t make overdrafts ; don’t have
planning, curtail spending or don’t try
to give any relief to the people. There
also they try to put more burdens on
the people. Now the States have
become merely glorified municipalities
and it is a sort of a black-hole tragedy
that they are subjected to. The British
invented 5 story about the black-hole
tragedy, but here is the real case. The
States are being suffocated to death
and are being put in a  strait-
jacket. . .

THE VICE-CHAIRMAN (SHRI M. P.
BHARGAVA) : Mr. Niren Ghosh, is all
this relevant to this Bill ?

SHRI NIREN GHOSH . Yes,
taxation laws must be revised.

THE VICE-CHAIRMAN (SHRI M. P.

o

the

BHARGAVA) : This is not a Budget
debate where you can bring in any-
thing. .

SHRI NIREN GHOSH : The taxation
laws should be revised. That is the
point I want to make. And more
bowers should be given to the States
somehow or other. If you don’t amend
the Constitution, take some other
means; do something about it. I do
not want to elaborate. I Just wanted
to make this point in a few words
because it reflects the demands of all
the States of India. So I am just
taking it in my stride during the course
of my few remarks on this Bill.

Now I would like to mention another
point. The Finance Minister said—
and he always says this whenever any
tax evasion or any scandal or any

fraud is brought to his notice in

Parliament—that everything that is |
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possible within the four corners of law
is being done and if nothing more can
be done, he is not to blame and the
Government is not to blame, and so
We must give him a good certificate on
this score. . .

SHRI MORARJI R. DESAI : Sir, I
have never asked for any certificate
from the hon. Member. ] SR

SHRI NIREN GHOSH: You don't
want any certificate from the House ?

SHRI MORARJI R. DESAI: I am
talking of the hon. Member. You are
not the House.

SHRI NIREN GHOSH: I am speak-
ing in the House. You want a certifi-
cate from the House. . . .

SHRI MORARJI R. DESAI: I do
not want any certificate, Sir.

SHRI NIREN GHOSH: You don'
want any certificate from the House
itself ?

SHRI MORARJI R. DESAI:
from the House or from anywhere.

No,

SHRI NIREN GHOSH: That is a
valuable admission also, anyway. Now
I would like to cite one or two instan-
ces. Now, what about the Ruby General
Insurance ? Sometime back in reply
to a supplementary question he said
that. . .

SHRI MORARJI R. DESAI: How
does that arise here ?
SHRI NIREN GHOSH : . legal

authorities have advised him that no
more steps can be taken. . .

THE VICE-CHAIRMAN (SHRI M. P,
BHARGAVA): Again, Mr. Niren
Ghosh, how does it come under the
purview of this Bill ?

SHRI NIREN GHOSH : Taxation.

SHRI MORARJI R. DESAI: This is
not a Finance Bill.

THE VICE-CHAIRMAN (SHRI M. P.
BHARGAVA) : What you say has
nothing to do with this BilL
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SHRI NIREN GHOSH The Audit

heport was suppressed It was not
placed betore Parhament And he
will say that the Attorney-General

advised him not to take any measure
Then why did you suppress that
report ? At least, place 1t before the
House The auditors were appointed
by the company That was a prelimi-
nary report Place 1t before the House
and see whether the shareholders
can

THE VICE-CHAIRMAN (SHRI M P
BHARGAVA) I would request you to
limit your remarks to the Bill before
us

23

SHRI NIREN GHOSH thelir
ow prosecute the company, Nothing
has been done He would say that

his legal advisers have advised him
that nothing more i1s to be done and
he has chosen not to place that report
or the Table Everybody knows 1t
but officially 1t can be owned up No-
body can say this 1s the report unless
the Government places 1t on the Table
of the House or the company distri-
butes 1t to the shareholders So 1t
stands to reason that the Finance
Minister should make some comments
on 1t Merely saying that he has been
advised that nothing can be done
does not clear him. ..

THE VICE-CHAIRMAN (SHRI M P
BHARGAVA) I will advise him not to
make any comments on 1t to-day

SHRI NIREN GHOSH Don’t advise
him that way

THE VICE-CHAIRMAN (SHRI M P
BHARGAVA) I will because 1t does
not come under the present Bill

SHRI NIREN GHOSH Please don’t
advise him that way Then I would
like to say something about the
famous tax evasion case of Ram Ratan
Gupta Now, after the officers attach-
ed to the Income-tax Investigation
Commuission had setzed certain books
of account of M/s Beharilal Ram-
charan, Kanpur from a house in Vara-
nast the Guptas were found to have
had a secret income of Rs 119,79 524
Now anybody on this score should

{
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have been punished then and there.
When a case of fraudulent hiding of
mcome and cheating of the public ex-
chequer comes to light, there should be
some punishment If there 1s no provi-
ston 1n the taxation laws for direct
punishment, he can devise some penal
measure so that they will have some
fear But nothing was done An
agreement was arrived at that Rs 51
lakhs of tax on secret income should
be paid 1n certain 1nstalments But
they defaulted in the payment of the
instalments also It increased and
agamn came up to Rs 53 lakhs Then
what did they do”? These fellows went
to the court These Gupta brothers
fileq false affidavits And on the basis
of false reports and affidavits, his
Department, the Finance Department
which deals with taxes agreed to
write off Rs 3041 lakhs So a sum
of Rs 3041 lakhs was written off So
they were given a gift instead of being

punished Then when these things
were raised again and again in the
House, a fresh 1nvestigation was

ordered The minvestigation made by
the Income-tax Department has esta-
blished that the Guptas have resorted
to fraud and have suppressed their
assets and that they can be and should
be prosecuted in a criminal court and

their properties can be seized, and
until action like this 1s taken, the
Guptas will not pay any of the tax

arrears But because the Guptas are
patronised by certain bigwigs 1 a
certain party m UP, no action 18
being taken From a calculation, 1t
seems that even now a sum of at least
Rs 1 crore 1s due from them Then
he mentioned about Gwalior Rayons
The sum 1nvolved 1s Rs 5 crores How
ran a big firm go to the extent of
cheating the Government to the tune
of Rs 5 crores?

SHRI MORARJI R DESAI 1t 1s not
Rs 5 crores

SHRI NIREN GHOSH Well, they
paid something and some agreement
has been reached And he 1s advised
that nothing can be done May I
suggest that when such big cases of
fraud and tax evasion come to light,
those persons should be arrested under
the Preventive Detention Act and put
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behind the prison bars for a certain
period of time? That would at least
attest to the honesty and integrity of
our Finance Minister. Let him consi-
der this. If a small fry 1is caught,
they come down upon him with a
heavy hand instantly. But these iwo
instances of tax evasion by the Birlas
and Guptas are classic; they are a
class by themselves. There are others
also. It is known, Now and then it
comes up. So I would say that the
taxation laws should be revised. Some
penal provision must be there. In the
case of Mundhra something was done.
His properties were assessed and
seized. Why nat da the same thing in
the other cases also? Sir, he chose to
cite one example in which perhaps
there was ngp escape for the Govern-
ment itself other than to go in for
prosecution and all that. But for Birlas
and Guptas I suggest there should be
some penal provisions made at once.
Are their activities not anti-social ? If
not, what else are they? But they
won’t be arrested under the P.D. Act.
Only we will be arrested under the
P.D. Act. In Bengal they have already
been arrested under the PD. Act. The
P.D. Act should be used against these
anti-social elements. Sir, we find that
our Finance Minister is a good puritan.
He is a prohibitionist. He feels that
the country should go dry. Now in
order to establish his integrity and
honesty he should take some effective
stand on those questions. Otherwise
it will mean only a question-mark, i.e.
double standard. I do not like that Shri
Morarjibhai should come under the
cloud of suspicion. So I would request
him to do something about these things

and let us see what he does. Thank
you.
SHRI MORARJI R. DESAI: Sir, I

can very well appreciate the anxiety
of all my hon, friends to help me in
recovering more taxes which are in
arrears and I shall certainly try to
profit by all the suggestions that they
have made. But I am afraid I won’t
be able to speak about all of them
because they are not relevant to this
Bill at all. I have several times
explained these matters but if some of
my friends are not satisfied and want
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to walk out and not hear any replies,
what am I to do? (Interruption) I
have not forced him to come back. He
can go away if he likes. I have no
objection to it. But it is not a good
practice fo make some allegations and
afterwards walk out without hearing
the Government replies. That is why
I mentioned it. Otherwise I would not
have mentioned it at all.

Sir, there is no question of Gov-
ernment trying to shield any people
who evade taxes. All the steps that can
be taken are being taken but my
hon, friend, Shri Niren Ghosh, thinks
that they are not being taken. Well,
what can we do to a suspicion which
is there always? It is very easy to
say all these things when one has nof
to take steps about them. It is those
whg have to take steps about them,
who have got to take into considera-
tion the law before them. This 15 a
country which is governed by the rule
of law and under the law whatever
steps can be taken have to be taken.
It is also complained here that there
are people who go to courts and evade
taxes that way. How can we prevent
them from doing that? On the con-
trary it would be wrong to prevent
them from going to courts. What is
the law meant for ? I think it is very
wrong to say that they should not take
advantage of the law, if they can take
advantage of it. We can amend the
law where we find that the law
requires amendment but whatever may
be the amendment ultimately, it will
be the law which will have to be
implemented and if a person can take
advantage under the law by going to a
court, we cannot deny him the right to
do that, That does not mean that we
should not take steps which we are
entitled to take, and we are taking
them. We are contesting those cases
and trying to see that they do not
succeed but if they succeed in law and
the Judges decide in their favour, we
cannot complain against the Judges.
We can only prepare ourselves better
in future in other cases. Also it is not
possible in every case to get a judg-
ment in favour either of the Govern-
ment or the person who goes to a
court. Therefore in these matters
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some balance of judgment should be
there and allegations should not be
made without taking the facts into
consideration.

There are cases in which people have
evaded the moneys due to the Govern-
ment, which they have collected them-
selves. For example some companies
are entitled to recover money from
their employees as income-tax to be
paid to the Government. But that has
not been paid to the Government, But
there are only 10 cases which have
come to light so far and in all the
10 cases prosecutions have been
launched. In one case there is already
a conviction. The other caseg are
gomng on. Therefore let us not assume
that the Government does not want to
prosecute them. Government wants to
prosecute every one of them without
exception, and that is what is being
done.

In the case of Shri Ram Ratan
Gupta, who seems to be a case of per-
petual mention in this House, I had
said in the morning that steps are
being taken to recover the moneys
from him. About Rs. 7 lakhs have
already been recovered out of Rs. 36
lakhs but if there are no assets of the
company which one can attach, what
is one to do? One has got to find out
ways and means to do it. Therefore the
account books were examined from
which we found that some other
people owed money to him. Well, we
attach those people’s things also. In
one case we have attached some of
the moneys because we though that
was a false account shown. He has

gone to the court and we want to
fight that case. So, all those steps are
being taken. Beyond that what can
we do?

In the matter of arrears, which is
also a matter of perpetual argument in
this hon. House, I have explained what
the arrears mean. There will never
be a time when there will be no
arrears. Let that be understood
because only when moneys become
due the processes of recovery can
be set in motion. But until the
processes are set in motion, all those
are arrears. Out of the income-tax
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dues totalling more than Rs. 600 crores
if there are Rs. 300 crores which can
be recovered but which are not re-
covered immediately, it does not mean
that they are large arrears. I should
like to lessen that as much as possible.
And it is not true that advance tax is
taken only from the hon. Member.
is to be paid by all
assessees. Only in the case of those
up to Rs. 2,500 more than the minimum
limit no advance tax is to be paid.
But above that all have to pay advance
tax, whether it is companies or indivi-
duals, That is done to ensure that the
current dues are paid. But in the
matter of past dues which might
become disputable it becomes difficult
to recover them immediately because
either the courts stay them or the
appellate courts might do that or the
Commissioners might do that in suita-
ble cases. And when there are cases
like that, they also are shown as
arrears. But that does not mean that
steps are not being taken to recover
them.

Then there are cases in which people
who have been assessed to large sums
have lost moneys, and then the money
cannot be recovered from them. All
the same, these are also carried for-
ward in order to find out how best one
can recover the money from them.
Ultimately, at the end of a few years,
when one finds that it is impossible to
recover the money from them, then it
is written off. Of course there is a
provision for putting such people in
civil jail. But putting such people in
civil jail will be useful only where we
have some reason to believe that the
money will be paid by somebody on
their behalf. Otherwise, it will be
additional expenditure for Govern-
ment, because Government will have
to maintain them in jail and, there-
fore, it is no use talking of that step
unless we are sure that we will get
that money, and in such cases, some-
times, steps are being taken.

We are also trying to revise the
whole system of taxation, so that it
becomes simpler and easier of imple-
mentation. Also penalty 1is being
levied which will make it a deterrent
for people to evade taxes. All these
steps are being considered, but under
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the ‘Constitution they have got to be
legal and this is what takes time in

ccasidering them,

My hon. fiiend, Shri Dahyabhai
Patel, argued that this Ordinance
should not have been brought in. 1
agree with him generally that Ordi-
nances should not be brought in as far
as possible. But in a case like this,
where we had to take time to discuss
with employees or their representa-
tives, and other people, we could not
come to any conclusion before the last
Session ended. But soon after that
we came 10 conthosions in the discus-
sions with them when it so happened
that the last Session had ended & this
Session was to come afterwards, about
two months after thatt We had to
implement these in the meantime and
therefore we had to bring in the
Ordinance. There is nothing in this
Ordinance which can be objected to.
The increase in Annuity Deposit has
not been made merely in order to
recover more revenues—of course they
are also necessary in order to set
them off against the extra costs that
Government has to bear for giving
more dearness allowance from the 1st
of October and for putting the arrears
in their Provident Fund accounts; but
it is also in order to see that, when
the employees are made to put moneys
due to them as savings, the other peo-
ple. who receive higher incomes, are
also made to put some more savings in
order thus to see that the sacrifices
are equal to some extent—even then
they would not be equal. We chose the
Annuity because that is current just
now. I do not consider it a very ideal
arrangement—that I had said—but that
requires also consideration. One hon.
Member cited Shri Bhoothalingam’s
report. It is true that he had given
that report, but unless one can find
out a substitute method, which is
better and which is unobjectionable,
to get the moneys that are obtainable
through the Annuity Deposits, it is
no use giving up that measure which
gives resources to Government at a
time when resources are difficult to
find. It is therefore that it was con-
tinued, as I said last time at the time
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of the Budget. But these things are
all being considered in their proper
perspective, and by the time the next
Budget comes I hope we will be able
to devise some methods which w.l1
see that the objections are removed
and proper methods are devised.

Now the question of adding rural
income to wurban income does not
depend upon the Central Government.
We can only make the suggestion
to the State Governments. My hon.
friend here has some fantastic idea
that the State Governments are treated
like the Black Hole of Calcutta. Ima-
gination could not have run mare riot.
This is all I can say. No States have
told me that they are treated as muni-
cipalities. We cannot say that,
because that is not so. We treat them
as respectfully as is due to them.

SHRI NIREN GHOSH: They have
made the demands on you.

SHRI MORARJI R. DESAI: My hon.
friend also goes on demanding. That
does not mean that the demand is
right. If the demands are not right,
we have to tell them that the demands
are not right. But that does not mean
that we are treating them in any way
badly. My hon. friend thinks that
here there is endless treasure from
which whatever demand comes can be
satisfied. But that is not the position.
All this is explained, These are being
considered. These are being discussed.
And the States also have to recognise—
and they do recognise—that there are
difficulties which cannot be surmount-
ted by the Central Government also.
Therefore it is no use my hon. friend,
in season and out of season, trying to
admonish me and saying that I am
admonishing somebody. Well, if he
wants to admonish me, he is free to do

so. I welcome it also because, if I
deserve it, I will certainly take it
and improve myself. If I do not

deserve it, then 1 will treat in the
manner in which it deserves to be
treated. Why have I got to bother
about it? But why should he, in
season and out of season, have only
to bring in things which are not rele-
vant at all ? This simple measure is
not a Finance Bill on which anything
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on earth can be spoken. On this if
what was relevant only had been
spoken, 1t would have been more to the
point. But that is what my hon.
friend can never do, and when I say
that, he will say I am trying to criti-
cise. I am only trying to point out
that if a relevant criticism is made, it
will be respected, and it will be useful
and it will be effective. But 1f irrele-
vant criticisms are made all the while—
which 1s of course the right of my
hon. friends; I do not deny that
right—then they will lose their eftec-
tiveness, and they will not be respected
also because, how can one respect such
things when they are not substantiated
or when they are not supported by facts
behind them ? This is all that I have
got to plead. I can go on pleading;
my hon, friend can go speaking—I can-
not object to it.

Then, Sir, taxes are avoided not only
by the rich; taxes are avoided by
many people, and therefore we have
got to find ways and means, how best
they should be, so that t{hese cannot
be avoided. Ways and means are there
and yet they are avoided, not only in
this country, but in almost all
countries ; there is no country where
it is not avoided. The more effective
the Government becomes, the more
effective the sociely becomes in look-
ing down upon people who do this kind
of things, the greater will be the effi-
ciency in stopping this kind of things,
and that is where we have got to co-
operate with each other and this is
what I expect my hon. friends to do.

Sir, I hope that this Bill, which by
itself has received hardly any objec-
tion, will be passed unanimously.

THE VICE-CHAIRMAN (SHRI M. P.
BHARGAVA) : The question is:

“That the Bill further to amend
the Wealth-tax Act, 1957, the Gift-
tax Act, 1958, and the Income-tax
Act, 1961, and to amend the Finance
(No. 2) Act, 1967, as passed by the
Lok Sabha, be taken into considera-
tion.”

The motion was adopted. -~
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(Amendment) Bill, 1967

THE VICE-CHAIRMAN (SHRI M. P.
BHARGAVA): We shall now take up

the clause by clause consideration of
the Bill.

Clauses 2 to 6 were

added to the
Bill.

"

Clause 1, the Enacting Formule qnd
the Title were added to the Bill.

SHRI MORARJI R. DESAI: Sir, I
beg to move:

“That the Bill be returned.”

The question was put aqnd the motion
was adopted.

THE COAL  BEARING
(ACQUISITION AND
MENT)

AREAS

DEVELOP-
AMENDMENT BILL, 1967

THE VICE-CHAIRMAN (SHRI M. P.
BHARGAVA) : Now we pass on to the
next Bill. Mr. Sethi.

THE MINISTER OF STATE IN THE
MINISTRY OF STEEL, MINES AND

METALS (SHRI P. C, SETHI): Sir,
I beg to move:
“That the Bill further to amend

the Coal Bearing Areas (Acquisition
and Development) Act, 1957, be
taken into consideration.”

Sir, this amending Bill has had to
be brought in because according to the
1894 Act we had to give notice under
section 4 for the acquisition of any
land for public purposes. And after
giving that notice objections were
invited by the Collector under section
5A. After hearing the objections the
Collector used to decide. Then in the
year 1957, this Act of 1894 was further
amended. It was only amended
because there were certain cumber-
some procedures under the 1894 Act.
Therefore the 1957 Act introduced
section 28 whereby the proceedings
were simplified and the Collector was
eliminated in the sense that a separate
authority was created and a tribunal

was also set up to hear and decide the
compensation.



