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REPORT OF THE SELECT COMMITTEE 

I, the Chairman of the Select Committee to which the *Bill to 
provide for the levy of a tax on expenditure was referred, having 
been authorised to submit the report on their behalf, present their 
Report, with the Bill as amended by the Committee annexed thereto. 

2. The Bill was introduced in the Lok Sabha on the 15th May, 
1957. The motion for reference of the Bill to a Select Committee 
was moved in the House by Shri T. T. Krishnamacharl on the 17th 
July, 1957 and was discussed and adopted on the same day. 
(Appendix I). ' ! 

3. The Committee held 12 sittings in all. 

4. The first sitting of the Committee was held on the 23rd July, 
1957 to draw up a programme of work. The Committee at this sit­
ting decided to hear evidence of associations desirous of presenting 
their suggestions or views before the Committee. The Chairman 
was authorised to decide, after examining th~ memoranda submit­
ted by them, as to which of the associations should be called to 
tender oral evidence before the Committee. 

5. The Committee at their second and eighth sittings held on the 
31st July and 20th August, 1957, respectively had a general review 
of the provisions of the Bill. 

6. At the 3rd, 4th, 5th and 6th sittings, the Committee heard the 
evidence tendered by 17 associations specified in Appendix II. 

The Committee have decided to lay the whole of the evidence 
tendered before them on the Table of the House. 

7. 27 Memoranda/representations on the Bill were received by 
the Committee from different associations/individuals as mentioned 
in Appendix III. 

8. The Committee considered the Bill clause by clause at their 
sittings held on the 21st, 22nd and 23rd August, 1957. 

9. The report of the Committee was to be presented by the 12th 
August, 1957. The Commjttee were granted extension of time on 
the 12th August, 1957 upto the 26th August, 1957. 

*Published in Part II, Section 2 of the Gazette of India, ExtraorJinary dated the 
15th May, 1957. 
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10. The Committee considered and adopted the Report on the 
25th August, 1957. 

11. The observations of the Committee with regard to the princi­
pal changes proposed in the Bill are detailed in the succeeding 
paragraphs. 

12. Clause 2.-(1) iVem (g).-The Committee feel that the 
husband or wife of the essessee, as the case may be, should also 
be included in the category of dependants. 

_The item has been amended accordingly. 

(2) item (h) .-It has been clarified that the expenditure liable 
to tax will include expenditure incurred in cash or on credit. 

(3) item (n) .-The Committee feel that the definition of 'previous 
year' should also cover an accounting year which ends after the 
comrrl,encement of the assessment year. 

The item has been amended accordingly. 

(4) New item (o) .-A definition of 'taxable expenditure' which 
is the basis of the charge has been added. 

13. Clause 3.-The proviso to this clause as in the original Bill 
provided that no expenditure-tax would be payable if the total 
income under the Income-tax Act did not exceed Rs. 60.000. While 
agreeing that such a proviso is necessary to prevent harassment to 
assessees and to make the administration of the Act somewhat 
easier, the Committee feel that no distinction is necessary between 
income liable to income-tax and that which is not so liable. In the 
opinion of the Committee, what should be taken into .account is the 
available income from all sources including receipts of a casual 
and non-recurring nature. 

Accordingly, after obtaining the recommendation of the Presi­
dent under article 117 (1) of the Constitution, the proviso has been 
amended restricting the liability to expenditure-tax to only such 
persons whose net income from all sources after the payment of 
taxes exceeds rupees thirty-six thousand. 

The new sub-clause 2 is clarificatory in nature. 

14. Clause 4.-The Committee feel that small items of expendi­
ture incurred for the benefit of the assessee when the total amount 
thereof does not exceed rupees five thousand in any year should 
not be included in the taxable expenditure. 
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Paragraph (i) has been amended accordingly. 

Under clause 5, gifts, donations etc., are exempted from expendi­
ture-tax. Consequently, the Committee feel that provision should 
be ~de whereby expenditure incurred for the benefit of the 
assessee or any of his dependants out of gifts, donations etc. made 
by the assessee should be treated as the expenditure of the assessee 
as otherwise it may be possible for an assessee to avoid expenditure­
tax if instead of directly incurring the expenditure on his family, 
he makes the gift to a dependant for incurring expenditure on the 
personal requirements of himself or a dependant. 

Paragraph (ii) which is inserted after obtaining the recom­
mendation of the President under article 117 (1) of the Constitution 
makes provision for preventing such evasions. 

The Explanation to this clause makes it clear that it is not its 
intention to include within its scope any expenditure by way of 
customary hospitality or any expenditure which is of a trivial or 
consequential nature. ' 

15. Clause 5.-This clause exempts expenditure of certain kinds 
from expenditure-tax. The original clause provided for exemption 
of certain items. The Committee feel that the list of itemS in the 
original clause should be expanded to cover expenditure or various 
kinds which are of a somewhat impe1·sonal nature and should 
therefore be exempted. The original clause has therefore been 
substituted by a new clause. 

The original items have been retained with certain modifications 
by way of amplification. 1 

The new items of expenditure which in the opinion of the 
Committee should also be excluded from the Expenditure-tax are 
items relating to matters like expenditure on products of cottage 
industries, payment of premiums on certain types of policies, pur­
chase and maintenance of live-stocks, expenditure for atly public 
purpose of a charitable or religious nature, certain types of enter­
tainment allowance, expenditure out of privy purses in certain 
cases and expenditure in connection with elections. 

The new items (b), (c), (d), (g), (l), (m), (n), (q) and (r) 
make provision for this purpose. 

16. Clause 6.-Sub-clause (1). (1) Item (a). This corresponds 
to original item (a) with the modification that the provision requir­
ing fines or penalties to be included in the taxable expenditure 
has now been omitted. I I 
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(2) New item (b). In the opinion of the Committee, any expen­
diture in connection with civil and criminal proceedings to which lin 
assessee is a party should not be liable to expenditure-tax. 

(3) Item (c) [OriginaL item (b)] This modifies the original 
item by including the marriage expenses of the assessee himself also 
and incidentally clarifies it. 

(4) Item (d). This corresponds to original item (c). 

(5) New items (e), (f) and (g). These are new items and 
they _provide for the deduction of expenditure incurred on the 

· maintenance of one's parents, on the medical treatment of the 
assessee or any of his dependants or parents and in respect of 
education of any dependant abroad. 

(6) Item (h) [Original item (d)]. The original itein did not 
provide for any ceiling, but merely provided a basic allowance of 
rupees twenty-four thousand plus a further allowance if cl~med, 
of rupees five thousand in respect of each dependant. 

The Committee feel that an individual should be allowed a 
basic allowance of rupees thirty thousand and in the case of a 
Hindu undivided family, the basic allowance should be rupees 
thirty thousand for the Karta and his wife and children plus rupees 
three thousand for every additional coparcener limited to a ceiling 
of rupees sixty thousand for the family as a whole. 

This item has been amended acoordingly after obtaining the 
recommendation of the President under article 117(1) of the 

. Constitution. 

(7) New item (i). The Committee feel that expenditure incur­
red outside India by persons who are not citizens of India but are 
resident in India should be allowed to be deducted subject to a 
limit of rupees ten thousand to the extent to which such expendi­
ture is not admissible under any other items in this clause. 

This item makes provision in this behalf. 

New Sub-clause 2. The Committee feel that expenditure-tax 
being a new levy, persons who have been accustomed to a high 
standard of living in the past may take some time to adjust them­
selves to new standards. It is, therefore, desirable to give them 
some time to adjust their expenditure. It is therefore proposed 
to give them an op~ion of claiming that the deductions under this 
clause in their case will be equal to 75% of the average annual 
expenditure of the last three years or rupees seventy-five thousand, 
whichever is less. 
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New Sub-clause 3. This provides for the gradual lowering of 
1his limit of rupees seventy-five thousand until it is brought down 
to the level of the allowances otherwise permissible. 

New Sub-clause 4. This provides for relief in cases where taxes 
have been paid in any foreign country under any law relating to 
income, wealth or expenditure. · 

17. With respect to the procedurol clauses of the Bill, the Com­
mittee feel that they should follow the pattern of the Wealth-tax 
Bill as amended by the Select Committee. 

18. Clauses 8, 9 and 10.-The amendments made in these clauses 
are clarificatory. 

19. Clause 15.-This amendment seeks tn bring sub-clause (4) 
into line with the Indian Income-tax Act, 1922, so that the notice 
calling for accounts etc. is not issued to an assessee until he has 
made the voluntary return or has been served with a special notice 
for making such a return. 

20. Clause 16.-The Committee feel that in order to avoid any 
harassment or hardship to the assessee, a time limit should be 
fixed for reopening cases of expenditure escaping assessment. A 
period of eight yens in respect of cJses falling under clause (a) 
and four years in respect of cases falling und.cr clause (b) appear 
to be reasonable iar this purpose in the opinion of the Committee. 

The clause has been amended accordingly. 

21. Clause 17 . ....:.This clause should vest the powers which are now 
vested in the Expenditure-tax Officer on the Appellate Assistant 
Commissioner, Commissioner and the Appellate Tribunal also. This 
is in accordance with a similar provision in the Indian Income-tax 
Act, 1922. 

22. Clause 18.-The amendment proposed in sub-clause (3) seeks 
to clarify that the executor or legal representative of a deceased 
person is also obliged to file the voluntary return. · 

23. Clause 19.-Sub-clause (1) has been amended to bring it in 
line with the Indian Income-tax Act, 1922, with respect to partition 
of Hindu undivided families. 

24. New Clause 20.-The Committee have inserted this new clause 
to provide for settlement of expenditure-tax payable in the case of 
rulers of former Indian States who are in receipt of privy purses, in 
whose cases it may ordinarily be difficult to determine the quantum 
of expenditure incurred out of the privy purse which is liable to a 

• 1074 L.S.-2. 
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deduction under clause 5 ( q). In such cases, the Central Government 
has been empowered to settle their tax liability appropriately. 

25. Clause 21 (Original clause 20) .- (1) Sub-clause (1) .-The 
Committee feel that there should be provision for an appeal to the 
Appellate Assistant Commissioner against the levy of penalty for 
non-payment of expenditure-tax within the time specified. 

A new item (f) in this sub-clause has accordingly been inserted. 

(2) Sub-clause (4) .-The Committee feel that at the hearing of 
an appeal, the af1>ellant should be permitted to go into any fresh 
ground not specified in the grounds of appeal. 

The sub-clause has been re-cast accordingly. 

(3) Sub-clause (5) .-The amendment is clarificatory in nature. 

26. Clause 22 (Original clause 21).-The Committee feel that 
there should be provision for condonation of delay by the Appellate 
Tribunals in cases of appeals presented out of time, if there is reason­
able cause for the delay. 

A new sub-clause (3)' has been inserted accordingly. 

27. Clause 23 (Original clause 22) .-The Committee feel that 
following the pattern of the IndPJ.n Income-tax Act, the Commis­
sioner should be empowered to revise the order of the subordinate 
expenditure-tax authority, even if such a revision is in favour of the 
assessee. 

The clause has been re-cast accordingly. 

28. Clause 25 (Original clause 24).-The amendment provides that 
the Commissioner of Expenditure-tax may also apply for a reference 
to a High Court. 

29. Clause 30 (Original clause 29) .-It has been clarified that the 
penalty levied under the Expenditure-tax Act also may be recovered 
in the same manner as under the Indian Income-tax Act. 

30. Clause 32 (Original clause 31) .-The Committee feel that 
specific punishment 1,mder the Expenditure-tax Act in cases where 
a person who is bound to furnish information on demand under 
Section 34 fails to do so, should be provided for. 

A new item (c) in sub-clause (1) has accordingly been inserted. 

31. Clause 34 (Original clause 33) .-The Committee consider that 
any communication between a lawyer and his client should not be 
required to be disclosed. 
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A proviso has accordingly been added to this clause. 

32. Clause 39 (Original clause 38) .-The words "save as other­
wise provided in this Act" have been omitted, being unnecessary. 

33. Clause 40 (Original clause 39).-The Committee feel that in 
addition to the persons or class of persons mentioned in the original 
clause as authorised representatives of the assessee, any other person 
having such qualifications as may be prescribed by rules made under 
this Act should also be permitted to function as an authorised repre­
sentative. 

The clause has been amended accordingly. 

34. The Select Committee recommend that the Bill as amended 
be passed. 

NEW DELHI; 

The 25th August, 1957. 

ASOKE KUMAR ~EN, 
Chairman, 

Select Committee. 



Minutes of Dissent 

I 

Though I had an open mind when appointed to this Select Com­
mittee, I now find myself constrained, in the light of the evidence 
Jed before the Committee, the discussions in the Committee and 
study of the implications of the measure, to come to the conclusion 
that this Bill as it emerges from the Select Committee should not 
be proceeded with further. 

There are several factors that drive one to this conclusion. 
perhaps the most pedestrian of these is the likelihood that this tax 
may not bring in any substantial revenue commensurate with the 
psychological disturbance, dislocation and harassment it is bound to 
cause. 

This harassment is a very real factor to which I would urge that 
attention be directed. The Bill, as introduced, at least had the 
merit of restricting its application to a small number of persons who 
were assessed for income-tax at Rs. 60,000J- or more. Everyone, 
both within the category and outside, would therefore have known 
where they stood. In view of the change made in the proviso to 
Clause 3 of the Bill, this definiteness has now given way to a certain 
measure of obscurity. There will be quite a few people who will 
not know till the end of an accounting year whether or not they 
fall within the mischief of the Bill. It is not difficult to visualise 
the sense of insecurity and harassment this '\Vill cause. ' 

The basis of computing expenditure contemplated in the Bill 
also aggravates the likelihood of h_arassment of assessees. Mr. 
Kaldor, from whose recommendations this concept of taxing expen­
diture has been adopted, has himself in his Report suggested a 
simple formula by which all of a man's outgoings would be taxed 
except those exempted categories in regard to which he wus able 
to abduce proof. This basis has not been followed in the Bill, with 
the result that an assessee is likely to be called upon to provide a 
complete list of all items of expenditure incurred over the period 
of a year-an impracticable demand-and, what is even worse, to 
be asked to prove a negative, namely, that he did not spend more 
than Rs. 30,000/-. 

While the inquisition into one's pemonal and domestic life that 
would result is not such as may be contemplated with equanimity 

X 
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in a democracy, it is also for consideration whether the tax collec­
tion machinery, which is already failing to perform its function 
effectively, as. evidenced by the large-scale evasion of income-tax 
which is believed to prevail at present, should be burdened still 
further with the assessment and collection of a new tax which 
Mr. Kaldor concedes is "administratively more difficult to handle 
than the present income-tax". Would not the energies that will 
have thus to be expended be much more fruitfully and remunera­
tively directed towards a more effective enforcement of the income­
tax? 

Mr. Kaldor had contempluted that the expenditure-tax would 
replace the super-tax on personal incomes on slabs a hove seven 
annas in the rupee. In his Report, he has warned against the 
cumulative burden of the various taxes being such as to kill enter­
prise and initiative. The slight reduction made in the income and 
super-taxes is negligible compared to what Mr. Kaldor had recom­
mended. The whole basis of the expenditure-tax as a substitute 
for th~ present super-tax has thus been ignored. 

It has been claimed that the expenditure-tax, even though the 
revenue it yields may not be substantial, will have the desirable 
social purpose of penalising and restricting extravagant expendi­
ture and conspicuous waste. Plausibility is lent to this plea by the 
inflated mon' y values which are quoted. It is necessary therefore 

. to consider wltat is the real purchasing power of Rs. 30,000/- which 
is the basic annual allowance, in terms of pre-war values. On the 
basis of such statistical evidence as is available, I believe that the 
figure would not be very far from R3. 500 per month. Can it, with 
any seriousness, be argued that a man who spent Rs. 500 in 1939 
on himself and his family could be accused of extraV{Igant expendi­
ture and be s!\ught to be penalised for it? Even Mahatma Gandhi, 
with his very strict code of austerity, had placed the legitimate 
maximum income of an individual at Rs. 500. 

Last but not least, what is wrong with the Bill is its philosophy. 
The concept of preventing people from utilising as they think best 
the fruits of their labours and enterprise and of thus enforcing 
savings is in my view a luxury that an undeveloped country 
simply cannot afford. We should on the contrary help to create 
more purchasing power in the hands of our people so that the 
market for all sorts of consumers' goods may grow and the people 
may enjoy fuller employment and a more comfortable life. If, as 
is often argued by leaders of qur Government, the prime need of 

-this country iso increased e!Tort and production, then-human nature 
and psychology being what they are-the freedom of the citizen 
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io spend or not to spend as he likes whatever he may have earned 
must remain unfettered. To deny him this freedom is to strike a 
blow at that incentive to increase efficiency, productivity and 
harder work which is at present most needed. I for one believe 
that for a country plc:~ed as ours is a more fruitful philosophy 
than that which undedies the Eill would be one which would 
encourage people to work harder, earn more and thus be able to 
save and spent more. 

NEW DELHI; M. R. MASANI. 

The 25th August, 1957. 

II 

A tax on Expenditure can be thought of either as an additional 
source of revenue, or as an alternative basis of personal taxation 
instead of an incom.e-tax. It could also be an anti-inflationary 
measure in certain circumstances. As adumberated in the present 
Bill, this tax is supposed to act as a deterrent to "excessive personal 
expenditure" and provid~ an incentive for productive investment; 
in this measure it is not proposed to replace the income-tax by an 
expenditure-tax. The Bill seeks to prevent expenditures of specific 
kinds and above specific levels. By introducing this measure, the 
Finance Minister hopes to increase the savings potential of the. 
community, so that it might be available for productive investment. 

The Bill as such will not achiEve its objective of curtailing con­
sumption and increasing productive investment. In the very 
nature of things the tax cannot be broad based enough to check 
increases in expenditure of large masses of people as development 
proceeds. Indeed it is this type of expenditure which creates 
inflationary pressures in our economy. The sharp rises in prices 
which we have witnessed during the past few years are mainly 
attributable to increases in demand for food and clothing. The 
obvious remedy for such a state of affairs is not to seek to promote 
the savings of some 8000 persons who in any case, would be auto­
matically saving a considerable portion of their incomes. No one 
can seriously maintain that with increases in developmental 
expenditure the consumption of these people will increase. In its 
present form, and in the present circumstances the Expenditure­
tax serves no purpose and will be the parent of harassment. 

I regret that notwithstanding the conscientious endeavours of 
my colleagues in the Select Committee to improve this measure by 
providing for allowable expenditure in respect of health and edu­
cation, I have to dissent from them on the following issue. 
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(1) provisions relating to assessment (2) the categorisation of d~pen­
dents as embodied in the Bill (3) allowable expenditures in respect 
of health and education incurred by the assessee or dependent. 

Legalised harassment 

One has only to examine clauses 13 to 17 to realise the onerous 
obligations that have to be fulfilled by an assessee-obligalions 
which if not fulfilled to the satisfaction of the Expenditu :·e-t:1x 
Officer would lead to his incurring pen•Jl ties. The procedure fur 
assessment involves filing of a detailed return by the assessee 
showing his expenditure under various heads. Indeed it was this 
dominant consideration which lrd Lord Keynes and Professor 
Pigous to reject a spendings tax, in spite of the theoretical merits 
of keeping expenditure rather than income as the basis of personal 
taxation. Perhaps the greatest merit of the Kaldor's proposals is 
not so much his recapitulation of the theoretical virtues of this tax 
as of his devising a simple formula of assessment which precluded 
delving into the privacy of an individual's expenditure. However, 
Mr. Kaldor's formula did not find favour with my colleagues who 
were in search of an evasion-proof procedure. It is curious that 
if we cannot huve in the peculiar circumstances of our country an 
evasion-proof formula of assessment we should plump in favour 
of a procedure bordering on inquisition-a procedure which is like 
to make inroads into the social structure based on the family. 
Undoubtedly the tax at present affects few persons. But those 
who propound this argument, overlook an elementary fact. A 
tax does not end from where it starts. With experience the tax 
net is bound to be thrown wider and what is more if this tax is 
to be effective it will have to be broad based. It is in this context 
that the procedure for assessment which is invariably stricky, 
with subsequent changes only in rates or exemption limits, has to 
be viewed. 

Categorisation of Dependants 

The Select Committee acting on the motion of the Finance 
Minister have accepted an artificial definition of dependents which 
is valid only in a western society. Unlike in the west it ought to 
be clear that in our society a wife, sons and daughters are not the 
only dependents. In a society, where social security is almost 
unknown, and where traditional and family ties act as an informal 
system of social security, it is illogical, unfair, and unwise, to take 
on a definition of dependents which is valid only in a highly 
individualistic and atomistic society. The only consequence of 
adopting this arbitrary definition wou!O be to force people who 
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wo.uld otherwise have accepted their social obligation to wriggle 
out of them. Nor is this all. In any period of inflation-and we 
have had an inflationary situation with us for some years-polari­
sation takes place-a process which reduces the economic viability of 
the middle classes. One check to his process of polarisation in the 
present social arrangement is that so long as someone continues 
to be in the relatively upper income brackets at least the m.ore pro­
mising relatives need not b~ consigned to the category of have-nots 
on account of lack of opportU!1ities; their education will be looked 
after and if they should fall ill expenses will be incurred by the 
fortunately placed member of the family. But if expenditure is 
to be taxed in a manner which makes it prohibitive, the ineludable 
consequence of such taxation would be to accelerate the process of 
polarisation. This consideration is particularly relevant in a 
country where the average span of life is generally not more than 
32 y~ars and even in the upper income groups the average 'span 
of life is still very .much lower than in other countries of the world. 
Therefore the extent of dependence would be quite considerable. 
Besides two things have been happening in the upper income 
group. Social legislation has led to the age of marriage being 
raised with the result that by the time children are self-supporting 
it is not always that the father is alive and it is rarely that the 
provision that he can make for them are large enough to make 
them wholly independent. This is partly attributable to the high 
rates of income taxation and partly to inflation. However, it is 
suggested that a liberal definition of dependents would lead to 
evasion. Alternatively it is pointed out that it would be adminis­
tratively unworkable. The argument that it is administratively 
difficult to determine who dependents are, is fallacious. So long 
as the onus :f proof is placed on the assessee and discretion 
left to the assessment authority there is no reason why it should be 
administratively difficult. The argument about evasion is also fal­
lacious because as long as we are in a position to treat each case 
on its merits the extent of misuse is not likely to be large. Even 
assuming that this involves a loophole the balancing social con­
siderations far outweigh the possible evasion that might take place. 
It is further pointed out that those..,who are 'truly dependent' but 
not covered by the present d' finition can yet be assisted "by a gift, 
donation, or settlement on trust, or otherwise" under clause 5 (j). 
But this is a devious way for securing a legitimate social objective. 
In any ev9nt it is bad in principle to have an artificial definition 
of dependent~, and then provide for relief by another clause which 
only l;ly accident mitigates the hardships. The fact that the 
Expenditure-tax for the present affects only a few thousand 
assessees is totally irrelevant. Because a pernicious principle of this 
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kind may be expected to extend its tentacles as more people come 
within the orbit of Expenditure-tax in course of time. It may 
also be pointed out that outstanding social scientists like Pandit 
Jawaharlal Nehru in various writings haye stressed the importance 
of preserving family ties and utilising the family for promoting 
social progress; in fact Pandit Jawaharlal Nehru in a passage of 
rare insight has pointed out that the vitality of Indian life is due 
to the manner in which family ties have been widened and social 
obligations are incurred by the more prosperous members of the 
family. 

Tax on Health and Education 

I regret that the Select Committee should not have devoted 
enough consideration to the need for exempting necessitous expen­
ditures which have to be incurred by the assessee either on 
himself or on dependents as defined in the bill. A few instances of 
the arbitrariness which is inevitable in levying an exaction of this 
nature may be cited. It would be perfectly legitimate for a person 
according to the bill to receive the best of medical treatment-pro­
vided it is available up to a specific amount of Rs. 5000/- a year; 
he can also send his son or daughter abroad for being educated. 
But this again should not exceed a specified target of Rs. 8,000. 
But if he decides not being inclined to be so soft or civilised as 
to look after his or his depEndents' welfare or so solicitous about 
minor matters like education of his children, he can quietly con­
template sinking his savings in gold, (under clause 5) and there 
need be no limit to tk amount that he can invest. One would 
have expected in a we:fare state that necessitous expenditures 
such as medical expenditure which are unforeseen and irregular, 
and the magnitude of which is not within the control of the assessee 
would have been allowed. What is actually spent must be permit- · 
ted. There is no meaning in placing any limit on such expenditures. 
Besides let us remember that in the Bill we have made provision 
for collecting an Expenditure-tax under Section 18 (1) from the 
legal representative of a deceased person. It does seem rather 
heinous that we should collect tax on any amount in excess of 
Rs. 5,000 incurred for medical expenses from the estate of the deceas­
ed who might have tried his best to save his life by getting the best 
medical aid! Nor can I appreciate the argument that evasion would 
occur if no limits are placed and in any event, the concern for 
checking evasion should not blind us legislators to the importance 
of the over-riding principle th· t expenses on health and education 
should not be artificially increaced by levying a tax on them. This 
Bill would be productive of a rreat deal of harassment. All of us 
are interested in promoting the savings, both public and private, so 
that such savings may be available for the development of our coun-

1074 L.S.-3. 



xvi 

try and the fulfilment of the Plan. But there is a 'way to achieve 
such objective, and the tax on expenditure, in its present form with 
its elaborate provisions of harassment is not the way to promote 
savings. For these reasons I urge that the bill be dropped. 

A. KRISHNASWAMI. 
NEW DELHI; 

The 25th August, 1957. 

III. 

In theory, there can be no justification. for linking up the 
liability to pay a tax on expenditure with the income of an 
individual. Yet, in practice, such a conrse may be desirable with 
a view to avoid possible undue harassment to many people of 
meagre or moderate means. For, in the absense of some such 
provision, anybody, whatever his income might be served with a 
notice for assessment under the expenditure-tax. This might 
undoubtedly cause undue harassment to many. While, therefore, 
it would be desirable to have a provision like the proviso to clause 
3(1), we feel that justice would be done if the limit is reduced from· 
Rs. 36,000 to Rs. 24,000 net income from all sources. 

In regard to the basic allowance for an individual as provided 
for under 6(h) (i), we are of opinion that it should be Rs. 24,000 
for an individual with a further additional allowance of Rs. 3,000 
for every additional dependant, provided, however, that the basic 
allowance as a whole should not exceed Rs. 30,000 in any case. 

In suggesting a reduction in these limits, we have been actuated 
by the consideration that, while they should be reasonable, they 
should also seek to curtail conspicuous expenditure. 

NEW DELHI; 

The 26th August, 1957. 

IV 

BIMAL COMAR GROSE, 

R. K. KHADILKAR. 

After having kept a completely open mind on the question of the 
Expenditure-tax Bill, and after considering the important evidence 
given by the representatives of reputed institutions before the Select 
Committee, and also after having sat through the entire stages of 
the Select Committee on the Expenditure-tax Bill, and having taken 
into consideration the Bill as it has emerged from the Select Com­
mittee, I am of the opinion that the Expenditure-tax Bill should not 
be added to the Statute Book of India. 
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Harassment factor to be considered. 

With v'arious exemptions and allowances, the object of the Bill 
is more or less nullified and to proceed with a novel measure like 
this is purely to increase the harassment to the citizens without any . 
corresponding gain to the country. 

India is passing through a very difficult stage both in its economic 
and domestic fields and it is important that all new measures brought 
in by the Government should go to gain the goodwill of the citizens 
rather than create apathy in their minds towards the Government. 
It is obvious that the Expenditure-tax actually tries to control the 
expenditure of an individual, which control and interference have 
not been taken upon by any other democratic country in the World. 
This, in fact, is a control exercised by the Government in the ex­
tremely personal and private ftcld of an individual's life. The reason 
as explained by•the Hon'ble Finance Minister that this Tax is levied 
to promote savings, is, in my opinion, not enough ju'stification to arm 
the Government with such wide powers which will control the day 
to day life of the citizen. If this novel experiment goes through 
what is there to stop any further taxes even more novel and experi­
mental than this one.being introduced, at a later stage which would 
go to further curb the liberties of a citizen? 

Any tax measure which causes harassment beyond a point must 
result nearly always in ultimately an even honest citizen takin~ 
recourse to dishonest measures to evade the tax. With the standard 
of morality in India as it is today and curruption on the increase it 
is wondered whether a step like this tax will not make matters 
worse. It is essential that if we plan to build up our country on 
the foundations of a democracy, then its basis should necessarily be 
based on a happy and contented society. Any taxes or measures 
which harass the citizens beyond a limit will result in unhappiness 
amongst the people and at the same time take away all the feelings 
of enthusiasm in the progress of one's country, which we need so 
much today. If the full support of the people at large is to be ex­
pected for the implementation of the Five Year Plans and at the 
same time if austerity is expected from people voluntarily, then it 
is of paramount importance that citizens ore allowed to leaq their 
lives with the least possible amount of Government control anrl 
harassment, which go to make their day to day living unpleasant. 

Again, this Bill now necessitates an individual to keep complete 
accounts of his paltry expenditure even of one or two r:·pees to 
justify and prove to the Expenditure-tax Officer that his expenditure 
is of such a,l amount. To say the least it is almost impossible for a 
person to do so and would create unnecessary worry and extra 
work and headaches for an individual and his family. 



'·' XV Ill 

The inspiration for the expenditure-tax has been drawn from 
Prof. Kaldor in the adoption of the present Bill, but it has over­
looked the recommendations made by him as embodied in his Report. 
The pre-requisites of income-tax incidence not exceeding 45%, as 
against the present 77% and 84% on the earned and unearned in­
come respectively, has not been incorporated. Says Prof. Kaldor, 

"It would not be practicable to impose an expenditure tax on top 
of the present taxes on income, since this would make taxation 
altogether too severe.". 

Prof. Kaldor has not proposed any limit of Rs. 36,000 of income 
as criterion as incorporated in the Bill today. He has also recom­
mended for the funeral and birth expenses etc., being exempted. 
This is not the case here. 

Discrimination based on income-level with regard to expenditure 
from one's capital 

The Bill as it stands today discriminates with regard to expendi­
ture being incurred from· one's capital between individuals whose 
income exceeds Rs. 36,000 and those who~e does not. Those persons 
whose net taxable income does not exceed Rs. 36,000 are permitted 
to make any amount of expenditure from their capital or otherwise 
without being subject to expenditure-tax, whereas in the case of 
those people whose· net taxable income exceeds Rs. 36,000 will pay 
expenditure-tax on their expenditure even though it may be from 
capital. This discrimination should be corrected. It will be obvious 
that any expenditure incurred on marriages, medical e~enses, 

obsequies, child birth, purchase of motor cars etc., by an assessee, 
whose income is above Rs. 36,000 will put him in !! less happier 

. position than an individual whose income is less than Rs. 36,000 and 
who has to incur the same expenditure. It is suggested that expen­
diture from one's capital incurred by the assessee should under 
all circumstances be exempted from Expenditure-tax, since it is 
incurred only in cases of absolute necessity. 

Expenditure-tax another fo1·m of wealth-tax 

In a number of cases the Wealth-tax and Income-tax will exceed 
the income of an individual and as such a person's expenditure in 
any case will have to be met from his wealth and, therefore, the 
expenditure-tax will be a subsequent tax on wealth. It is suggested 
that in case expenditure-tax is to be levied in India, the rates of in­
come-tax be reduced to 45% as suggested by Prof. Kaldor and that 
the adjustment in the tax structure should be so effected that all 
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taxes including income-tax Wealth-tax and Expenditurc•-!:lx put 
together do not exceed 100'; of one's income·. 

Discrimination between the married ond the lmmarried 

Another glaring misconception in this Bill is with regard to the 
question of discrimination between a married couple with children 
and an unmarried person. Both are eligible for a basic allowance of 
Rs. 30,000 without regard being paid to the fact that in the 
former case the spending units are multiple whereas in the 
latter case they are single. Married and unmarried people, 
therefore should not be put in the same category. Even 
Prof. Kaldor says, " .... Unlike the income-tax the rates of 
l!::~xation in the case of expenditure-tax ought to vary with 
the scale of expenditure per head rather than the total expendi­
ture of the whole family unit. This means the adoption of the so­
called quotient system, which is already applied in France for in­
come-tax purposes according to which the income (or expenditure) 
of all members of the family is first aggregated and then divided 
into a number of parts, depending on the number of persons in each 
family, and the tax is charged separately on each part." 

Pre-war value of Basic Allowances 

Further, to fix the amount at Rs. 30,000 as basic allowance is arbi­
trary, since the purchasing power of today's Rs. 30,000 is not taken 
into consideration. This amount is almost equal to Rs. 500 per month 
of pre-war level. Nobody can say that spending Rs. 500 of pre­
war days value is ostentatious. Since people in India are still allow­
ed to possess wealth subject to taxes, it is not fair to assume that any 
1:easonable standard of living maintained by them as ostentatious. 

Medical expenses to be exempted 

It is surprising how the most important thing like expenditure 
on medical aid could have been given so little consideration. The 
total allowance of Rs. 5,000 carriable for a period of two 
years has only been permitted. In a Welfare State like 
India where the Government is not always able to provide 
medical aid to the citizens, of the highest_ quality, it should 
also not com,e in the way of the citizens in looking after 
their own welfare. When a person himself or his depend­
ant members are seriously ill there is no doubt that in most 
ment to come in the way of an individual in protecting his health or 
his entire fortune to see that every attempt is made to get the best 
medical attention to save the life in serious cases. For the Govern­
ment to come in the way of an individual in protecting his health or 
the life of himself or his dependants, to say the least, is highly un­
desirable and undemocratic. On numerous occasions persons may 



have to go out of India for medical aid since such treatment is fre­
quently not available here and the paltry sum of Rs. 5,000 allowed 
could not ·in those cases possibly be considered adequate, particular­
ly for those people who fall ill after the passing of the Act to whom 
even the Rs. 20,000 special exemption limit will not be permissible. 
It is, therefore, necessary that all bonafide expenses on medical aid 
incurred by the assessee with '!regard to himself or his dependants 
should be completely exempted from the purview of the Expendi­
ture-tax. 

Exp.enditure on education to be exempted 

No suitable· provision has been made for the education of the 
assessee or his dependants within India and only a paltry sum of 
Rs. 8,000 has been permitted with regard to education abroad. It 
is necessary that certain exemption should also be made for those 
people who wish to give their children technical or other specialised 
education in India to be able to make them more useful to society 
and the nation. Education of all types should be encouraged and 
not discouraged. Educated men are an asset to the country. Ex­
penditure on education cannot be called ostentatious. 

Limiting marriage expenses undesirable 

India is a country with great traditions and deep religious senti­
ments. For a Government to interfere in the marriages of an indi­
vidual or a family member by controlling the expenditure is again 
an interference in a person's personal domain. To fix an arbitrary 
figure of Rs. 5,000 for a wedding for purposes of exemption is in­
equitious, as this figure will vary from individual to individual 
according to the status and social standing of the person and, there­
fore, to bind him down is not fair. It is doubted whether this control 
will in any way eliminate certain social evils associated with these. 
functions which the Government may have in view. 

Rates of tax too high 

~h~ rate of the Expenditure:tax is staggering. Considering that 
Ind1a IS the only country where this very extremely novel form of 
taxation is being experimented with, it is suggested that the highest 
slab should not exceed 50 per cent. 

Expenditure-tax should come into force in 1959 

Further, Expenditure-tax should come into force from April, 1959 
as the tax Will be based on the previous year's expenditure and in 
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this case almost half a year has already gone by and assessees do not 
know how the Bill will finally emerge from Parliament. Therefore, 
it will not be possible for them to regulate their expenditure com-
pletely. . · 

Reopening of assessments 

As regards the opening of cases, it is necessary in order to avoid 
harassment that the time for reopening of Expenditure-tax cases 
should be limited to three years and two years for cases falling under 
Clause 16 (a) & 16 (b) respectively as the case may be as otherwise 
if the honest citizen's cases are opened after many years for any 
reason then he will have to face several years of old cases being 
opened up on three fronts, i.e., in income-tax, wealth-tax and ex­
penditure-tax. Hitherto this problem has only been in regard to In­
come-tax. The harassment is no tripled. 

Furnishing and Household necessities to be exempted. 

Purchase of furniture and household utensils should be exempted 
as these have been exempted from wealth-tax. Any person who 
invests in a house which expenditure is free from both the expendi­
ture and wealth-taxes must necessarily furnish his house, which in 
itself will come to a high cost and even if taken at the rate of lf5th 
per year the expenditure-tax charged will take the amount into 
fairly high tax slabs. 

Exemption foJ' aeroplanes 

The Government of India has all along been striving to promote 
civil aviation and private flying in India and has even gone to the ex­
tent of giving numerous concessions to private fliers in the form of 
subsidies to flying clubs and lowering the import duty of aeroplanes 
to something nominal, i.e., in the region of only 3 per cent. It be­
hoves, therefore, that these concessions extended to private fliers 
who are ultimately the backbone and reserve of the Air Force of 
this country must likewise be given a special concession with regard 
to the Expenditure-tax. Since the import of planes in spite of low 
duty is prohibitive and since we do not make any aeroplanes in our 
country worth the name, even though the Expenditure-tax may be 
collected on 1f5th of the amount every year it wou1d make the price 
virtually beyond the scope of any private flier to afford in India. To 
say that private flying is confined only to the rich people would not 
be correct as aeroplanes are owned by various aviation enthusiasts 
throughout India in all walks of life. In a country where distances 
are large, private flying is to be encournged as in America whPre 
even farmers own their own aeroplanes. 
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Conclusion 

It is doubtful whether the Expenditure tax will be able to come 
up to the expectations of the Hon'ble Finance Minister in increas­
ing the savings ~f the citizens of India at large. I rather think 
that the harassment caused to the citizens will far outweigh the 
bcaefits of this Tax, not to speak of the possible demoralisation of 
the honest citizens who, due to the harassment, may be compelled to 
resort to dubious means of evasion, which, to say the least, is not at 
all in the interests of the country. 

NEW DELHI; KARNI SINGH. 
The 26th August, .1957. 

v 

We regret to record that we are not able tv agree with the 
majority view of the Select Committee on many provisions. which 
are of vital importance. We are of the opinion that the original 
provisions of the Bill itself as referred to the Select Committee were 
defective and inadequate in many respects but the changes the Select 
Committee has made, has made the position worse. The provisions as 
recommended by the Select Committee, no doubt, have frustrated 
even the truncated good effects the original Bill had, thus transform­
ing the taxation provisions of the Bill into illusory, nominal, and 
impotent. 

We are firmly of the opinion that the Expenditure Tax Bill 
should <>.t least serve to narrow down to even a negligible extent, 
the unconscionable disparity that exists today between the burden 
of taxation of the different strata of our people. It should also 
serve as an effective means of distributing the burden of new tax­
ation, on all sections of the people. But, while the overall effect 
of the new exci~e duties, increase in railway fare and other indirect 
ta~:es have hit the common man very hard, the Expenditure Tax 
Bi1l, as reported by the Select Committee, will not even graze the 
outer borders of the cost of living of upper class. We are much 
pa:ned to record, that the majority report of the Select Committee, 
WC'Uld allow even the most fabulous expenses on luxuries of few of 
the privileged classes from the legitimate liability to share the 
bmdm of building up the nation and thus indirectly to load the 
heavy burden of the increased taxes, on the shoulders of the common 
man, whose condition is worsening daily due to other factors like 
increased prices etc. Therefore, while disagreeing with the very 
basis of the taxation proposals and exemptions recommended by the 
report, we point out below our specific objections to and recommend­
ations to the various clauses of the Bill. 
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Clause 3(1): We are opposed to the principle of tagging down 
the liability to pay expenditure tax to either the net or gross 

. annual income of an assessee, and we recommend the liability to 
pay expenditure tax should be based upon the actual expenditure 
incurred by an assessee. If the basis of an annual income is 
accepted, for fixing the liability to pay the expenditure tax, we will 
be allowing those who incur fabulous expenditure from concealed 
and unaccountable reserves. Further if we agree to this proposal, 
we would also be guilty of not only giving statutory blessing to 
the numerous tax evaders in the country, but also we would be 
encouraging further large scale evasions of taxes and concealing 
of income and resources. Therefore, we strongly recommend to the 
House, that the basis for payment of expenditure tax should be the 
expenses incurred by the assessee in the year, without any condition 
or qualification. We may record that we are not unmindful of the 
possible cases of harassment to few, but for that, we believe, the 
remedy is a reformation and reorganisation of the collecting machi­
nery and not favourable limitations and exemptions. The remedy 
should never be worse than the disease. The basis of taxation we 
recommend should be on annual expenditure of Rs. 12,000/- per 
assessee. 
· Clause 4(1): We fail to understand, the limit of Rs. 5,000/- fixed 

as subject to the· tax, in cases of expenses incurred on behalf of 
the assessee. The limit laid down should go, as there is neither 
reason nor any principle which could support the limitations, except 
that it will open up another avenue of large scale evasion of the tax. 

Clause 5: The long list of exemptions, recommended by the 
majority of our colleagues under clause 5, will in effect negative 
the very purpose of the whole Bill. We consider, such a fabulously 
liberal and un-understandably charitable exemption will enable a 
large number of the rich to spend as much as they like and live 
as luxuriously as possible, without having any liability to pay the 
tax. We find the ''exemptions" accepted as the normal rule, and the 
rule made the exemption. 

We specifically take exception to the total exemptions under 
5(a), 5(b), 5(e), 5(g), 5(n) and we recommend that the expenses 
above referred except that of purchase of products of cottage 
industries under 5 (g) should not be exempted. Further we feel 
and also recommend the exemption granted under 5 (b) for pre­
cious stories and jewellery should be removed. Further the 
exemption granted under 5 (e) could include items of lavish expend­
ing and luxury like air-conditioning and other fashionable construc­
tion and therefore, the exemption under 5 (e) should be confined to 
acquisition of immovable property alone, as 5 (h) could include the 
expenses in speculation on the stock exchange, which are not in any 

1074 L.S.--4. 
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way helpful to the industry or the- community, we recommend 
deletion of the clause.· The exemptions granted under 5(q) in 
respect of privy purses;- is quite : un-understandable in the· present­
context. To exempt the various items listed under clause 5 (q) is 
to give an unreasonable and unwarranted privilege to the princely' 
class. As we find no reason as to why the princes and their privy 
purses should not be treated as the earned money of any other 
citizen. We recommend the total deletion of clause 5 (q) (i), (ii), 
(iii), and (v). : 

Clause 6: We consider -it to be equitable and just if an exemp-· 
tion of Rs. 2,000 Is given. Expenses beyond such a limit, should be 
taxable, as capacity to expend so much itself is a fare and exclusive 
privilege of the few; in this country, where bare medical facilities 
are denied to the overwhelming majority of population. 

We feel the basic allowance granted under Clause (6) (h) is 
extravagant and therefore we recommend that the basic allowance 
in the case of the individual should be Rs. 12,0001- and in the case of 
Hindu undivided family Rs. 24,000/-. 

Clause 6 (2) ~ As recommended by the majority of our 'colleagues 
Is not acceptable to us, as we find that neither equity nor justice 
demand such a favoured treatment for those, who are accustomed 
to spending more. As the bill, makes it liable to pay a small 
percentage as tax on any expenditure and as it does not propose to 
prohibit expenditure as a whole, we recommend the deletion of the 
wlwle of clause 6 (2) •· 1 ! 

We have made the above recommendations, with the firm belief 
that we should not associate ourselves in any manner whatevet in 
undermining the disparity between the incidence of taxation 'on 
different strata ·of society. We were also motivated by ·the· fact,· 
we are duty bound to this House, and to our people, ·to see that 
the burden of necessary taxation for the building up of our country 
should be shared equitably if not equally by the 'different 'Classes· 
of our people, and the burden of taxes should at least gradua1ly be 
brought up or down so that it bears some proportion to the'capacity · 
to pay at least.· 

With this aspect In view, and mindful of the serious repercussions · 
the watering down of this tax proposal to any extent will have on 
the morale of our common people who are called up to bear an 
unbearable burden of indirect taxation, we appeal to this House 
to effect the above suggested changes in the Bill before the same is 
passed by the House. 

NEW DELHl, 
The 26th August, 1957. 

T. C. N. MENON. 
jPRABHAT KAR. 
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THE EXPENDITURE-TAX BILL, 1957 

(As amended by the Select Committee) 

(Words underlined or sidelined indicate the amendments au~gested 
by the Select Committee; asterisks indicate omissions.) 

A 

B L L 

to provide for the levy of a tax on expenditure. 

BE it enacted by Parliament in the Ei~th Year of the 
Republic of India as follows :• 

CHAPTER I 

}, (1) This Act may be called the Expenditure Tax Act, 1957· 

(2) It extends to the whole of India except the State of Jammu 
and Kashmir. 

(~) It shall come into Ioree on the !st day of April, 1958. 

In this Act, unless the context otherwise requires, -
10 (a) u Appellate Assistant Commissioner" means a person empowered 

15 

20 

25 

to exercise the functions of an Appellate Assistant Commissioner of 

Expenditure - tax under section 8 ; 
(b) "Appellate Tribunal" means the Appellate Tribunal 

appointed under section SA of the Income-lax Act ; 
(c) "assessee" means an individual or a Hindu undivided 

family by whom expenditure - tax or any other sum of money is payable 

unde~ this Act, and includes every individual or Hindu undiv1ded 
family against whom any proceeding under this Act hae been taken 

for the assessment of his expenditure; 
(d) uassessment year" means the year for which tax is charge­

able under section 3 i 

(e) "Board,. means the Central Board of llevenue constituted 

under the Central Board of Revenue Act, 1924 ; 
(f) "Commissioner" means a person empowered to exercise 

the functions of a Commissioner of Expenditure • tax under section 9; 

(g) "dependant .. means -
(i) where the assessee is an individual, his or her 

spouse or child wholly or mainly dependent on the assessee for support 

30 and maintenance ; 

Short title1 · 
extent and 
commence­
ment. 

Deflnltiona. 
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Charge of 
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tax. 

2 

(ii) where the assessee is a Hindu undivided family -

(a) every coparcener other than the karta; and 

(b) any other member of the family who under any law or order or decree 
of a court is entitled to maintenanCe from the joint family 5 
property. 

(h) "expenditure" means ••• any sum in money or money's worth, 
spent or disbursed oi' for the spending or disbursing of which a hability hns 

been incurred by an assessee, and includes any amount which under the 

provisions of this Act is required to be included in the taxable expenditure; 10 

(i) uExpenditure-tax Officer" means the Income--tax Officer autho-

nsed to perfonn the functions of an Expenditure-tax Officer under section 7; 

(j) "Income-tax Act" means the Indian Income-tax Act, 1922; 

(k) ':•Income-tax Officer" means a person appointed to be an Income­
tax Officer under the Income-tax Act; 

(1) "Inspecting Assistant Commissioner of E~enditure-tax" means 
a person empowered to exercise the functions of an Inspecting Assistant 
Cormnissioner of Expenditure-tax under section 10; 

(m) ., Prescribed" means prescribed by rules made under this Act; 

(n) "previous year" in relation to any assessment year, means the 
previous year as defined in clause (11) of section 2 of the Income-tax Act 
if an assesS11.ent were to be made under the said Act for that year: 

Provided that where in the case of an assessee there are 
clifferent previous years under the Income-tax Act for different 
sources of income, the previous year shall be that previous 
year whid1 expired lasL ********** 

(o) '~taxable expenditure" means the total expenditure of an assessee 
liable to tax under this Act. 

C'IAPTEn II 

Charge of t<:xpenditure-Tax and Expenditure subject to 
such Char8' 

3(1) &.bject to the other provisions contained in this 1\ct, there shall 

be charged for every financial year commencing on and from the lust day of 
April, 1958, a tax (hereinafter refeired to as expenditure tax) at the rate or 
rates specihed in the Schedule in respect of the expenditure incurred by any 
individual or !lindu undivided family in the previous year: 

Provided that no expenditure-tax shall be payable by an assessee .!2!_ 
any assessment year if his*** income ••• from all sources during 

the relevant previous year*******· as reduced by the amount of taxes 
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30 

35 

to which such income may be liable under any other law for the time 40 
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being m force does not exceed ~pees thtrtyslx thousand. 

3(2) For the removal of doubts, it is hereby declared that nothins contained 
in this Act shall require the inclusion in the taxable expenditure of assessee 

for any year of expenditure for the spenclmg or disbursing of v.nich n li3Lility 

5 has already been incurred and which has been included in the taxable expen· 
diture for any earlier year. 

10 

4. Unless otherwise provided in section 5, the followin~ amounts shall 

be included in computing the expenditure of an assessee liable to tax 
under this Act, namely·~ 

(i) any expenditure incurred, whether directly or indirectly by any 

person other than the assessee in respect of any obligation or personal 

requirement of the assessee or any of his depend:mts which, but for the 

expenditure having been incurred by that other person, would have been 
incurred by the assessee, to the extent to whkh the amount ol all such 

15 expenditure in th~~ate exceeds Rs. 5000 in anv Y~!!: 

20 

25 

30 

35 

(ii) any expenditure incurred by any dependant of the assessee for 

the benefit of the assessee or of MY of hts dependants out of any gift, 

donation or settlemtmt on trust or out of any other sourt·e made or crt;~at­
ed by the assessee, whether directly .tr mclirectly 

EXPLAN ATIO"' .. For the removal of douhts it 1s hereby declared 

that nothing containe•J in this section shall be dcernet:! to require the 

inclusion in the expenc!iture of the assessee of Pny expenditure i!lcurred 

by any ocht!r person foro~: on behalf of the a~se&.oee by WdY of customary 

hospitality or which is of a tnvial or inconsequenti3l nature. 

5. No expenditure tax shall be payablt: under tht:'t Act in rcsped of MY 

such expenditure as is referred to in the following clauses, :!'~ 

expenditure4hall not be mcluded in lhc laxahlc expenditure of an assP.S 

see;-

(a) any expenditure, whether in the nature of revenue expenditure 

or capital expenditure, incurred by the assessee wholly and 

exclusively for L'1e purpose of the business, profession, voca 

tion or occupation carried on by him or for• the purpose of 

earning income from any other source: 

(b) any expenditure incurred by the assessee. or on his behalf 

by his employer, wholly and necessarily in connec..tion with 
the disdtarge of duties arismg out of the assessee's em-

ployment; 

Amount to 

be included 
in taxable 

expcntiiturc 

f':xemption 

from F:x 
pend1ture 

lOX in 

certain 

caf'lell. 
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(c) any expenditure mcurred by or on behalf of the assessee wholly 

and necessarily in connection with the discharge of any duties 

assigned to him by the Government: 

(d) any expenditure m~mrod on behalf of the assessee by wsy of 

any such passage concessions as are referred to in clause 
(via) of sub section l3) of section 4 of the income-·tax Act, 

(e) any expenditure incurred by the assessee in connection with 
the acquisition of any immovable property or in the construc­

tion, ~.£.!_ir. maintenan(.;e or improvement of any immovable 

property belonging to him: 

!.!l any expenditure in<.;ulred by the assessee by way of invest­

ment in ••••• deposits loans; shares and securities. ~ 

bullion, precious stones or jew~llery_: 

(g) subject to such rules as the Central Govemmmt may make 

in this hthalf any expenditure incuri·ed by the assessee in 

the purchase of products ot any coctage industry in India or 
any work of ari.,: 

(h) any expenditure incurred by the assossee by wsy of contribu 

lion as capital to a firm or othtr association of persons in 
consideration of a share in the proiits of the tinn or associ a· 
tion. 

(i) any expenditure incurred by the assessee by wsy of repsy­

ment of loan or other borrowing. or by way of payment o! 
interest thereon. not bemg interest on any loan or otlle~ 

borrowing utilizerl for incutTing expenditure liable to t~_Y;_ 

under this Act; 

til any expenditure m<..urred by tht:: assessee by way of or in 

respect of any ~;ift donation or settlement on trusl or 
otherwise for the benefit of any other person: 

~l any expenditure incurred by the assessee for paying pre­

ITiiums in respect of any policy of insurance -

(i) on the life of the assesse~ or any of his dependents; 
or 

(ii) for the education or marriage of any of his dependents; 

or 

5 
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(iii) lor insuring the health of the assessee.or covering any 

accident ..ltich may befall him or any dtsability to 

which he may become subject; or 

(i v) covering any property (other th 111'1 aircraft, motor­
vehicles or other transport vehicles) against loss or 

damage due to fire or theft; 

(I) any expenditure incurred by the assessee in the purchase or 
maintenance of livestock; 

(m) any expenditure incurred by the assessee lor any public 
purpose of a charitable or religious nature in India; 

(n) any expenditure incurred by the assessee out of any allow-· 

ance in the nature of an entertainment allowance referred 

to in clsuse (ii) of sub-section (2) of section 7 of the lncom.,.. 

tax Act in respect of which income-tax is not payable; 

(o) any expenditure incurred outside India-~ 

(i) from any source, by an assessee who is not a citizen 

~fTndia ~~ot resident in India; or 

(ii) from any income or capital accrued or realized outside 
India by an assessee who is not a citizen of lnd1a but is 

resident in India or, being a cihzm of India or a Hindu 

undJ. vided family .. is not resident or not ordinarily resi· 

dent in lnma. 

Explanation: For the purpose of this clause, an Individual 
or a Hindu un<hvided family shall be deemed to be not rellident or not 

25 ordinarily resident in India during any year, if in respect of the corr­
esponding assessment year he or it, as the case may be, i • not reai .. 

JJt! or iiai oiciiril,rlir re.UJ.;o! t,1 inciia withm the meaning ol the 
lncome-~tax Act. 

(p) any expenditure incurred by way of contribution to a provi· 

30 dent, thrift or superBilnuation fund; 

35 

(q) any expenditure, not being personal expenditu..,, incurred 

qy the assessee out of the sums, if any, guaranteed or 
assured by the Central Government aa his privy puree for 

meeting any expenses in respect of-

(i) the maintenance of any member of his retinue and the 



Deductions to temaaeTn-
computing the 
taxable ex· 
pcnditure. 
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payment of Salaries, allowances and pensions to members 

of his staff or to persons who have retired from his ser­

vice, 

(ii) the maintenance of any one building declared by the Cent 
ral Government as his official residence under paragraph 

13 of the ~lerged States (Taxation Concessions) Order, 
1949, or paragraph 15 of the Part B States (Taxation Con· 

cessions) Order, 1950: 

(iii) the maintenance of any conveyances or an1mals for offi~ 

cial purposes; 

(iv) the maintenance of any relatives dependant on him for 
maintenance: 

(v). the performance of any official ceremonies; 

which expenses, havinR regard to the status of the assessee or to the 

practice of the family to which the assessee belongs, have to be or are 

being: incurred by htm and are, in the opinion of the Expenditure Tax 
Officer. reasonable; 

• 
Provided that the Sxpenditure Tax Officer shall not fix the amount 

of such expenditure without the previous approval of the Commissioner. 

(r) any expenditure incurred by the assessee or any of his depen-· 

dants, and where the assessee is a Hindu undtvided family by 
any member of the family, in connection with any election to 
any ler-,11slative. municipal or oL~er pubhc authority in India 

5 

10 

15 

20 

for which the assessee, dependant or member, as the case may 25 
be. is a candidate, to the extent to which such expenditure is 

not in excess of the limits, if any, fixed under any law for the 
time being in force relating to such elections 

6. (I) The taxable expenditure of an assessee lor any year shall be 
computed after making the following deductions and allowances namely:· 

(a) any taxes, including the expenditure-tax payable under this 

Act, duties, cesses, ~ or fees paid to the Government 
or a local authority, but not including-

(i) taxes or lees in respect of any conveyance or oL'1er mov· 
able asset intended for the personal use of the assessee 

or any of his dependants~ 

(1i) customs duties on. or taxes on the purchase of. Articles 

imported or purchased for the persQnal use of the asses· 
see or any of his dependants ; 

• • • • • • • • • • • •• • • • • • • • • 
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(b) any expenditure lawfully incurred by the assessee in 

respect of any civil or cnminal proceedm~ to which 

he is a party ; 

(c) any expenditure incurred by the assessee-

(i) if an individual, m respect of his own mnma!l!: 

or the marriage of any of his dependants, and 

(ii) if a Hindu Undhtded Family, in respect of the 

marriage of the korta or any other member of 

the family, 

10 subject to a maximum of Rs. 5. 000 in each case, 

15 

!!!) four-fifths of any exptnditure incurred by way of 

capital expenditure on the purchase of •••••• fur· 
niture and other household goods, moto~cars and 

other conveyances or any other articles for the 
personal use of the assessee or any of his depen­

dants. 

Provided that where a deduc.tion as aforesaid is made, 

one-fifth of the said capital expenditUre shall be deemed to be 

incurred by the assessee in earh of the four years succeeding 

20 the previous year in which the expenditure was •••••• incurred 
and no deduction shall be made under this clause in the assess· 
ment for any succeeding year in respect of expenditure so 

deemed to have b~en incurred in any earlier year; 

25 
(e) any expenditure incurred by the assessee on 

the maintenance of his parents subject to a 

maximum of Rs 4~ 000/·; 

(f) any expenditure incurred by the assessee .. 

(i) if an individual, in respect of h1s own medi­

cal treatment or the medical treatment of any 

30 of h1s dependants or parents, and 

35 

(il) if a Hindu Undivided Family, in respect of 

the medic.al treatment of the karta or any 

other member of the family, 

subject to a maximum of as. 5, OfJQ. 

Provided that the assessee may carry forward to 
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the next year and the year immediately following any portion of the 
the SBJd sum of Rs. 5,000/- unexpended dunng any year; 

Provided further that in the case of an assessee who imme· 

diately before the commencement of this \A.ct has been· incurring a higher 

expenditure on the medJcal treatment of himself or any of his dependants 

or his parents, the Expenditure--tax Officer- may, in any of the five yearli 

commencing from the 1st day of A. 'pril, .1958, increase the allowance 
sp ecif1ed in this clause to such extent as he t1Day think reasonable for 

that year, but so as not to exceed Rs. 20,000; 

(g) any expenchti.lre incurred by the assessee m respect of 

the education of any· one of his dependants and where 

the assessee is a Hindu Undivided Family, of any one 

other member of the family, in any country outs1de 

lndta, subject to a maximum of Rs~ 8,000/- per year; 

(h) a basic allowance • 

(i) where the assessee is an indJvidual, of Rs. 30,000/-; 
and 

(il) where the assessee is a Hindu UndlVlded Family, 
of Rs. 3 0,000/·, in respect of the karla and his 
wife and children, and a further allowance of Rs. 
3,000/· for every addibonal coparcenerbproVIded 
that the basic allowance for the Hindu ndivided 
Fam1ly as a whole shall not exceed Rs. 60,000/· 
in any case; 

(1) any expenditure incurred by the assessee in any coun ... 

try outside India in any case where he is not a citizen 

of lnma but 1s res1dent in India, to the extent to which 
such expenditure is not admissible under clause (c) or 

cal use (e) or clause (f) or clause (g) subject to a maxi­

mum of Rs. 110,000/-, 

(2) If the- assessee claims on or before making a return for the 

assessment year commencing on the 1st day of April, 1958, that instead 

of the deductions permissible under clauses (b), (c), (d), (e), (f), (g), 

(h) and (l) of sub-section (1), the deduct1ons and allowances permi~>" 
sible in his case shall be determined haVlng regard to his actual 
expenditure in the last three previous years immediately preceding 
the preVIous year relevant to the assessment year commencing on 

the 1st day of April, 1958, then, notwithstandmg anything contained 
in sub-section Q ), instead of the deductions and allowances permi&­

sible under the clauses aforesaid, there shall be allowed· 
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(a) a sum equal to 75 per cent of the average annual expen­

diture of the assessee for the said three years computed 

after taking into account the exemp llons mentioned in 

section 5 and the deductions pennissible under clause (a) 
of sub·section (1) of th1s secuon; or 

(b) lls 75.000/ ' 

whichever is less. 

(3) The limit of Rs. 75,000 referred to 1n sub­

secllon (2) shall be progressively reduced by a aum of Rs 5,000 
10 every year commencmg from the assessment year ending on the 

3 isl day of March. 1960' 

i'~ovided that this sub-section shall cease to apply 
to an E sessee in relation to and &om the year in which the progres.­

sive reduction, if allowedJ would have the effect of bringing the 

15 limit so reduced to a figure below the aggregate amount of the allow· 
ances and deductions pennissible under clauses (b) to (i) inclusive 

of aub section (1). 

(4) If the assessee proves in any year that, In 

respect of any sum out of which any expenditure incurred is 

20 chargeable to tax under this Act, he has paid in any foreign country 

any tax under any law for the bme being in force in that country 

relating to taxes on income. wealth or expend1ture, he shall be 
entitled to a deduction from the expenditure chargeable to tax under 

this Act of that portion of the tax paid in the foreign country asia 

25 attnbutable to the amount of such expenditure. 
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CHAPTER III 

Expenditure-Tax Authorities 

7. Every· Income--tax Officer having jurisdiction or exercising powers as such 

under the In co me-tax Act in respect of any individual or Hindu undivided family 

shall perform the functions of an Expenditure-·tax Officer under this Act in 
respect of such individual or Hindu undivided fsmily. 

a. Th.e Board may empower as many persons as it thmks fit to exercise under this · 

·&t the functions of an Appellate Assistant Commissioner of Expenditure-tax, and 

on being so empowered the Appellate Assistant Commissioners of Expenditure--

tax shall perfonn their functions m respect of such areas or such persons or such 

classes of perso_ns as the Board may direct, and where such dJrections have 

as~igned to iwo or more Appellate Assistant Commissioners the same area~ 
same persons or the same classes of persons, they shall perfonn their fun c .. 

tions m accordance with such orders as the Board may rnak.e for the distribution 

and allocation of the w01k to be perlo rmed. 

9. The Hoard may empower as many persons as it thinks fit to exercise under 

this Act the functions of a Commissioner of Expenditure-tax, and on being so 
empowered the Commissioners of Expenditure-tax shall perform their functions 
in respect of such areas or such persons or such classes of persons as the 

.-
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10 
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Board may direct, and where such directions have assigned to two or more Com~ 20 

Inspecting 
Assistant 
Commis­
sioners of 
Expenditure­
tax. 

m1ssioners of Expenditure ··tax the same area or the same persons or the same 

classes of persons, they shall have concurrent jurisdiction subject to such orders, 
if any, as the Hoard may make for the distnbution and allocation of the work to 
be performed. 

l 0. The Conunissioner of Expenditure tax may empower as many persons as 

he thinks fit to ex,ercise under this A. ct the functions of an Inspectmg A. ssistant 

Commissioner of Expenditure- tax and on being so empowered the Inspecting 
Assistant Commissioners of Expenditure ·tax shall perfonn their functions in 

respect of such areas or such persons or such classes of persons as the Com-
• nissioner of Expenditure--tax may direct, and where such directions have a&o 

signet:l to two or more Inspecting A sststant Commissioners of Expenditure-tax 

the same area or the same p~s or the same classes of persons they shall 
perfonn their functions m accordance with such orders as the Commissioner 
of Expenditure--tax may make for thedistnbution and allocation of the work to be 
perlo rmed. 

Expenditure­
tax-OIIicers 
to be su bordi­
nate to the 
Commissioner 
of Expenditure­
tax and the 
Inspecting A,.. 
sistant Com­
missioner of 
Expenditure­
tax. 

ll. '!'he Expenditure-tax Officers shall be subordmate to the Commissio.ner of 
Exp enditure··tax: and the Inspecting Assistant Commissioner of Expenditure-tax 

wid1in whose jurisdiction Utey perfa m their functions. 
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12. All officers and other persons employed m the execution of th1s Act shall 

observe and fo How the orders, ins true hons and duecllons of the Board: 

ProVlded that no orders, mstructions, or d1rections shall be given by the 
Board so as to Interfere Wlth the discretion of the l:p p ell ate A. ss1shmt Com~ 

missioner of Expenditure--tax m the exercise of his appellate functions. 

OIAPTER IV 

Assessment 

13, ( 1) Every person whose expenditure for the preVIous yeiD' was of such Ill\ 

amount as to render him liable to expenditure·tax under th1s Act shall before 

the thirtieth day of June of the correspondmg assessment year fum1sh to the 

Expenditure-tax Officer a return in the prescribed form and veri fled m the 
prescribed manner setting forth his exp enduure for the prev1o us year. 

(2) If the Expe nduure-tax Off1cer 1s ~ op imo.!!._t!::at the expenditure of 

any person for any year lS of such an amount as to render h1m hable to ex~ 

15 penditure--tax, then, notwithstanding anything contwned m sub-section (I'), he 

may serve a notice up on such a person requ1rin g h1m to furnish. w1tlun such 
period, not being less than thuty days, as may be specif1ed in the nollce, a 
retum in the prescribed fonn and verihed in the prescflhed mann~r and -~ 

setting forth such other parUculars as may be r"'!Uired in the notice relaung to 

20 the expenditure of such person for the prevtous year ment10ned in the notice. 

25 

(3) The Expenditure-tax Ofhcer may, If he is sausfied that it is neces~ 

sary to do so, extend the date for the de It very of the retum un.der th1s secuon. 

14. If any person has not funushed a return wtthin the time allowed under sec• 

tio n (),or havmg furnished a reium under that section disLovers any omia· 

sion or a wrong statement therein, he may fum1sh a return or a revtsed re· 

tum, as the case may be, at any time before the assessment fs made. 

IS. (l) If the Expenditure-tax Officer is satisf1ed w1thout r"''uiring the presence 
of the assessee or production by him of any evidence that a return made under 

section L S or section 14 is correct and complete, he shall a~sess the taxable 

30 expenditure of the assessee and detennine the amount payable lry him as 

exp end1ture-tax. 

(2) If the Exp enduure-tax O!bcer is not so sau~f1ed, he shall serve a no·· 

lice on the assessee, requiring h1m e1ther to attend in p et'so n at h1s off1ce 
on a date to be sp eclfted m the nonce, or to produce or cause to be produ(;ed on 

35 that date any eVldence on which the assessee may rely in support of ht• return. 

(3) TheE xpendJture tax 0fticer1 after hearing such evidence a.s the person 

may produce and such other e"iden<;e as he may require on any specified pointti, 

shall, by order in writing, e.ssess lbe taxable expenditure of the assessee and 

detennine the amount payable by htm as expenditure--tax. 
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(4) For the purpose of making an assessment under this Act, the Expendi­
ture-tax Ofbcer may serve on any person who has made a return under sub­

section (1) of section 13 or upon whom a notice has been served under sub-­
section ·(2) of that section, a notice requirm g him to produce or cause to be 

produced on a date specified in the notice such accounts, records or other 5 

documents as the Expenditure-tax Officer may require. 

(5) If any person fails to make a return in respmse to any notice under 

sub--section (2) of section 13 or fails to comply with the tenns of any notice 
issued under sulrsection (2) or sub- section (4). the Expenditure-tax Officer 

shall make the assessment to the best of hts jurlgment and detennine the amount 10 
payable by the person as expenditure··tax on the basis of such assessment. 

16. If the Expenditure-tax Officer· 

{a) has reason to believe that by reason of the omisston or failure on 

the part of the assessee to make a return of lns expenditure under section 

13 for any assessment year. or to disclose fully and truly all material facts 

necessary for his assessraent for that year .. the expenditure chargeable to 
tax has escaped assessment for that year, whether by reason of under­

assessment or assessment at too low a rate or otherwise; or 

(b) has in consequence of any infonnatton in his possession reason to be­

lieve. not withstanding that there has been no such orntssion or failure as is 

referred to in clause (a), that the expenditure chargeable to tax has escaped 

assessment for any assessment year1 whether by reason of under--assessment 
or assessment at too low a rate or otherwisej 

he may. in cases falling under clause (a) at any time witl1in eight years and in 

15 

20 

cases falling urider clause (h) at any time Within four years of the end of that 25 

assessment year, serve on the assessee a notice containing all or any of the 
requirements whtc-h msy be inc Lded m a notice under sub·-section (2) of sec·· 

tion 13, and may proceed to assess or reassess such expenditure~ end the 
provisions of this Act shall, so far as may be, apply as if the notice had issued 
under that sub--section. 

17. (1) If the ExpenditurP· tax Ofhcer. Appellate Ass.st~t Commissioner, Com· 
m1ssioner or Appellate Tribunal in the course of any proceedings under this Act 
is satisfied that any person -

(a) has without reasonable cause failed to furnish the return of hts expendi-

30 

ture which he is required to furnish under sub~section {l) or sub-section (2) of 35 
section 13 or sechon 16, or has without reasonable cause failed to furnish it 

within the time allowed and m the manner requued; or 

.{b) has without reasonable cause failed to cor.1ply with a notice under sub­

section (2) or sub-section (4) of section 15; or 

(c) has concealed the particulars of any expenditure or deliberately furnished 40 

inaccurate particulars thereof. he or it may by order in writing, direct that such 
person s:1all pay by way of penalty -
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(i) in the case referred to in clause (a), m ~dd1tion to the omount of expendi~ 

.ture··tax payable by htm a sum not exceedtng one--and--a half times the 

amount of such tax, and 

(ii) in the case referred to in clause {b) or clause (c). in addttion to the 

amount of expenduure,tax payable by him a sum not exceeding one4 

and-a-half t1mes tie 1amount of the tax 1 1( ony 1 which would have been 

avoided lf the expenditure returned by such person had been acct>pted 

as correct. 

(2) No order shall be made under sub--section (1) unlesi!ll the prrson concerned 

10 has been given a reasonable opportunity of betng heard 

(3) No prOSPCution for an offence under this Act shall be inst\tuted in re!oipect 

of the sarpe facts m relation to which a penalty has been tmposed Wld~r this tiection. 

(4) The Expenditure· tax Officer shall not impose any penalty under thoa 

sec1ion without the previous approval of the Inspecting AssJstant Commissioner 

IS of Expenditure· tax. 

20 

CHAPTER V 

Liability to Assessment in Spec-ial Cases 

18. (1) Where a person d1es, his executor, f'dmmistrator or other le~l repre­

sentative shall be hable to pay out of the estate of the deceased person to the 

extent to which the estate is capable of meetm~ the c.harge~ the expenditure-·tax 

assessed as payable by such persons. or any !..!!.!!! wh1ch would have been pay­

able by him under this Aet if he had not died. 

(2) Where a person dtes Without having furnished a return under the pro­

visions of secllon 13 or after having furnished a return which tbe Expenditure---

25 tax Officer has reason to believe to be incorrect or incomplete, the Expenditure­

tax Officer may make an assessment of the expenditure of suLh person and 

determine the expenditure·tax payaLle by the person on the basis Qf such asses­

ment, and for thts purpose may, by the ts&ue of the appropriate notice which 

would have had to be served upon the deceased person 1f he had aurvived, require 

30 from the executor, administrator or other le~l represeOtative·of the deceased 

person any accounts~ documents or other evidence which might under the pro­

visions of section 15 have been required from the deceased person 

(3) The provisions of section 13, section 14 and section 15 .shall apply to 

an executori administrator or other legal representative as they apply to any 

35 person refened to tn those sections 

40 

19. (1) Where, at dte time of makmg an assesbment, 1t IR brought to the notice 

of the Expenditure-tax Offu:er that a partition has taken place among the mem~ 

hers of a IJmdu undiVJded family, and the Expendtture-tax Officer, after inquny, 

is satisfied that ••• the joint fam1ly propP.nty has bE"en partitioned as a whole 

among the various members or grours of members in dehmtro port1ons he shall 

record an order to that effect. and make assessments on the exyt-nd1ture of the 
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undivided family as such for the assessment year or years including the year 

relevant to the previous year in which the partition has taken place, and each 
member or group of members shall be liable jointly and severally lor the tax 

assessed on the expenditure of the joint family as such. 

(2) Where the Expenditure-tax Officer is not so satisfied, he may, by order, 5 

declare that such family shall be deemed lor the purposes of this Act to continue 

to be a Hindu undivided family liable to be assessed as such. 

20. (1) Where an assessee who is in receipt of sums guaranteed or ~tssured by 
the Central Government as his privy purCie- applies to the Central Government in 

the prescribed manner and within the prescribed time for the settlement of the 10 
expenditure··tax payoble by him under thi~ Act for any assessment year, then, 

notwithstllllJing Bny thing contained in Chapter IV, the Central Government may, 
having regard to the obligations which according to the practice, us'age or tra-

dition of the family to which the assessee belon~ have to bl •or are being discharged 

by him, assess the expenditure tsx payable by him for the assessment year, to 15 
be such sum as to the Central Government appears pra.per. 

(2) Any order assessing any sunt as being payable fnr any assessment ¥ear 

under sub-section (1) may, if the Central GOYemment so directs, have effect 
for any subsequent assessment year or years. 

CHAPTER Yl 20 

Appeals, Revisions and References 

21. (1) Any person -

(a) objecting to the amount of his taxable expenditure detennined under this 
Act; or 

(b) objecting to the amount at'expenditur.,..tax determined as payable by him 25 
under this Act; or 

(c) denying his liability to he assessed under this Act; or 

(d) objecting to any penalty imposed by the Expenditure-tax Officer under 
section 17; or 

(e) objecting to any order of the Expenditure-tax OGicer under sub-section 30 
(2) of section 19; 2! 

(f} objecting to any penalty imposed by the Expenditure-tax Officer under the 
provisions of sub-section (1) of section 46 of the Income-tax Act as applied 

wtt:fer section 30 for the purpose of expenditure-tax; 

may appeal to the Appellate Assisttmt Commissioner a~inst the assessment or 35 
or .. ~er, us the case may be, in the prescribed ~ and verified in the pres-
cribed md.finer. 
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(2) An appeal Rhall be presented wtthin thirty days of the receipt of the notice 

of demand relatin~ to the assessment or penalty objected to, or the date on which 
any order objected to is communicated to him. but the Appellate Assastant Com~ 

missioner may admit an appeal after the expirauon of the period aforesaid if he 18 

S satisfied thut the appellant had sufficient cause for not presenting the appeal "Nithin 
that period. 

10 

(3) TIE Appe:llate Assistant Commissioner shall f1x a day and place for the 

hearing of the appeal and mRy from time to time adjourn the heann.-; 

(4) The Appellate Assistant Commissioner may -

at the hearmg of an appeal, allow an appellant to go into any wound 
of appeal not specified in the grounds of a~ peal; 

before d1sposint< d -en avpeal make such further inquiry o.s he thinks Ht 
or cause further inquiry to be made by the Expenditure-tax Officer. 

(5) Iu •Hsposing of an appeal, the Appellate Assisumt Commissioner muy pal!'!i 

15 such order as he thinks fit which may include an order enhancing the astleHs­

mentor penalty. 

20 

25 

~ovided that no order enhancing an as·~t-ssment or ..-~~alty shnll be matle uu .. 

less th~ person affected thereby has heel& given a reasonable opportunity of show .. 

ing cause again::t such enhancement. 

(6) A copy of every order passed by the Appellate AssiAtant Commissioner 
under this section shall be forwarded to the appellant and the Commissioner. · 

22. 11) Any assessee objectinK to an order passed by on Appellate Assistant Com-
missioner under sectim1 21 may appeal to the Appellate Tribunal within sixty days 

of the date on which he is served with notice of such order. 

(2) The Commissioner may. if he is not satisfied as to the correclnP.SS of any 

order passed by an Appellate Assistant Commissioner under section 21, duer.t 
the Expenditure~ tax Officer to appeal to the Appellate Trihuual against such order. 

ond such appeal may be made at any time before the expiry of sixty dcyH of the 
date on which the order is communicated to the CommiAsioner. 

30 (3) The Tribunal Ptay admit an appeal alter the exj>iry ~1 the aixty days re-
(6rred to in sub~~ections (1) and (2) if it is satisf1ed that t.herf! was sufficient 
ce.use for not vreseutinr. it within that period. 

(4) An appeal to the Appellate Tribunal shall Le in the prescrib...! form, And 
~all be verified in the prescribed manner and shull, except in the case of an 

25 uppeal referred to in sul ... ~ection (2); be accompanied ~ a fee of onf! hun· Ired 
rupees. 

(51 '!'he Appellate Tribunal n:ay, after ~ving both partieR to the otppeal an 
opportunity of being heard, pass such orders thereon as it thinks fit. en,J any 
such orders may include on order enhancin~~: the assessment or penalty: 

1\p;Jcol to t'te 
An•.,Jint~ T•• 
bun.tl Iron~ 
orrlers of lhu 
Avr ... Jinte 
Aot&INtnnt 
Com1:li8~i-:111rrs. 
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Provided that no order enhancing an assessment or penalty shall be made un­

less the person affected thereby has been given a reasonable opportunity of show­

in~ cause BROinst such enhancement. 

(6) A copy of every order passed by the Appellate Tribunal under this section 

shall he forwarded to the assessee and the Commissioner. 5 

(7) Save as provided in section 25 any order passed by the AFpellate TriLunal 
on appeal shall be final. 

(8) The provisions of suL-sections (5); (7), and (8), of aection SA of the 

Income-tax Act shall apply to the Appellate Tribunal in the discharr,e of its I~P-c·· 

tiona under this Act as they apply to it in the discharge of its functions under the 10 

lnccme.·tax Act. 

23. (1) The Commissioner may, either of his own motion or on application made 

by an assessee in this behalf, call for the record of any proceeding under this Act 

in which an order bas been passed by any authority subordinate to him, and may 
make such inquiry or cause inquiry to be made r.nd, suLject to the provisions of this 15 

Act, pass such order thereon, not being an order prejudici:ll to tl.c l..::-.zc:>:ssee, ns 

the Commissioner d1inks fit : 

Provided that the Commissioner shall not revise any order under this sub­

section in any case -

(a)· where an appeal against the order lies to the Appellate A~sistant Commis- 20 

sioner or to the Appellate Tribunal, the time within which such appea1 can 
be made has not expired or the assessee has not waived his ri~ht of appeal 
to the Appellate Tribunal; · . 

(b) where the order is the suLject of au app~e.l t-efore th~ Appdlate llE.sista..H 
Colllrrlissio:ter or the /,p~P-llate ";'riLon.·d; 

(c) where the application is made by the assessee fo:;; such revision unless -

(i) the application is accompanied by a fee ('If twenty-five rupees; 

(ii) the application is made within one year fro.n the ciate of the order sought 
to be revised or within such further period as the Commissioner nay 

25 

think fit to allow on being sKUs!ied thct the assessee was prevented by 30 

sufficient cause from making the ap Uication within that period; and 

(d) where the order is sou~Jtt to be revised by the (ommissin,lP.r of his own 
motion, if such orr!er is 1nade n!t re thclD onP. year previously. 

Explanation: For t!1e purposes of this sul:~section :-· 

(a) the Appellate Assista(\t Conu,,i,.Rioner s~~ll Le deeme<! to he on authority 35 
subordinate to the Comrr.issioner; and 
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(b) an order by the Commissioner dechnmg to interfere shall be dc~e:d not • 
to be an order prejudicial to the assessee-

(2) Without prejudtce to the prov1sions contained in sub-section (1 ), the_Com ... 

missioner may call for and exanune the record of any proceeding under thls Act 

5 and if he considers that· any order passed therein by an Expenrhture-tax Officer 

is erroneous ins o far as it is prejudtciol to the interests of revenue, he may, 

after ga.ving lo the assessee an opportunity of being heard, and after making or 

causing to be made sudl inquiry as he deems necessary, pass such order thereon 

as the cucumstances of the case justify, including an order enhancing or modi .. 

10 fying the assessment or:£:ancelling 1t and directing a fresh assessment. 

15 

(3) No order shall be made under sub·section a I aft~r the expiry of two 
years from the date of the order sought to be revised. 

24. (l) Any assessee objecting to an order of enhancement made by the Con•mie­

sioner under section 21 may appeal to the Appellate Tribunal wid• in sixty days of 

the date on which the order is communicated to him, 

(2) An appeal to the Appellate Tribunal under sub·section (1) shall be in the 

prescribed form and shall be verified in the prescribed manner and shall be ac­

companied by a fee of rupees one hundred. 

(3) The pro vis ions of sub-sechons (3) , (5) , (6) and (7)of section 2 2 

20 shall apply i": relation to any appeal under this section as they apply In relation 
to any appeal under that section. 

25. (1) ~tthm ninety days of the date upon which he 111 served with an order under 
section 22 or section 24, the assessee or the Commissioner may present an ap· 
plication in the prf!Scribed fonn Md where the application is by the assessee. accom .. 
ponied by a fee of one hundred rupees, to the Appellate Tribunal requirins Lie 

Appellate Tribunfd to refer to the High Court any queabon of law arismg out of 

such order, and the Appellate Tribunal shall, if in its opinion a question of law 

arises out of such order, state the case for the opinion of the High Co.urt. 

(2) An application under sub-section (1) may be admitted after the expuy of the 
30 per1od of nmecy• days aforesaid if the Tribunal is satisfied d•al there was sulhcient 

cause for not presenting it within the sid period. 

(3) If on an apphcation made under sub-section (1) the Appellate Tribunal-

(4) r~:fuses to state a case on the ground that no question of law arises: or 

(b) J:ejecls tl on the ground that tl ia ume barred; 

35 the applicunt may, within three months from the date on whtch he ia served with 

a notice of refusal or rejection, as the case may be, apply to the High Coun, and 
the Hip Court may, if it is not satisfied with the correctneu of the decision of the 

Appellate Tribunal. Te~wre the Appellate Trihunalto state the case to the Hisb 

Court, and on receipt of such requisition the Appellate Tribunal shall alate the 

40 . case : , 

Appeal to the 
Appell ale 
Tubunal 
from ordera 
of enhance­
ment by 4>m­
m1ssioner. 

Reference to 
Htgb !!ourt. 
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II earil!.ft by 
II; gh Court. 

Appeal to the 
Supreme 
COun. 

- 1~-

Provided that if in any case where the Appellate Tribunal has been required by 

an assessee to state a case the Appellate Tribunal refuses to do so on the ground 

that no question of law arises, the assessee may, within thirty days from the date 

on which he receives notice of refusal to state the case, withdraw his application, 

and if he does so, the fee pai.d by him under sub-section (1) shall be refunded to him 

(4) The statement to the High· Coun shall set forth the facts, the determination 

of the Appellate Tribunal and the question of law which arises out of the case. 

(5) If the High Coun is not satisfieJ that the case as stated is sufficient to en­

able it to determine the question of law raised thereby, it may require the Appellate 

Tribunal, to make such modifications therein as it may direct. 

(6) The High Coun, upon hearing any such case, shall decide the question of 

law raised therein, and in doing so may, if it thinks fit alter the form of the ques-
tion of law and shall delive~udgment thereon ·containing the ground on which such 

decision is founded and shall send a copy of the judgment under the seal of the 

Coun and the signature of the Registrar to the Appellate Tribunal and the Appellate 

Tribunal shall pass such orders as are necessary to dispose of the case confom1~ 
ably to such judgment. 

(7) Where the amount of· any assessment is reduced as a result of any reference 

to the High Court, the amount, if any, over·paid as .expenditure tax shall be re·· 
funded with such interest as the Commissioner may allow, unless the High Court, 

on intimation given by the Commissioner within thirty days of the result of such 

reference that he intends to ask for leave to appeal to the Supreme Court, makes an 

order authorising the Commissioner to postpone payment of such refund until the 

disposal of the appeal in the Supreme Coun. 

(!l) The costs of any reference to the High Coun shall be in the discretion of 
the Coun. 

s 

\0 

I.S 

10 

<2> 'section 5 of the Indian Limitation Act, 1903, shall apply to an application 

to the High Court under 'this section. 

26. Where a case has been stated to the High Coun under section 2 5, it shall be 

heard by a Br nch of not less than two Judges of the High C oun and shall be de- 30 
cided in accordance with the opinion of such Judges or of the majority of such 
Judges : 

Provided that where there is no such majority, the Judges shall state the point 

of law upon which they differ and the case shall tl1en be heard upon that point only 

by one or more of the Judges of the High Coun, and such point shall be decided 3 5 
according to the opinion of the majority of the Judges who have heard the case1 
includin,; those who first heard it 

21. (}) An appeal shall he to the Supreme Court from any judgment of the High 

Coun dehvered on a case stated under section 25 in any case which the 1ligh 

Coun certifies as a fit case for appeal to the:Supreme Coun. •o 
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(2) Where the jud!Onent of the H1gh Court is varied or reversed on appeal 

under this secllon, effect shall be given to the order of the Supreme Court 10 the 

manner provided in sub-section. (6) of sechon 25. 

l3) The High Co•ut may; on application made to tt for the execution of any or· 

5 der of the Supreme Coun m respect of a.ny costs awarded bv it, transmit the order 

for execution to any <.ourt subordinate to the H1gh Cuurt. 

10 

CHAPTER VII 

Payment and rt:.coveiy of Expenditu1e · tax 

2fl. \Vhen any tax or penalty is due in conseyence of any order passed under 

this Act, the Expenduure·tax Officer shall serve upon the assessee or other 

person habie to pay such tax or penalty a notice of demand in the prescribed 

form spec1fymg the sum so payable and lhe ume w1Lhin which it shall be paid. 

29. (1) Any amount speclficd as payable in a nollce of demand issued under sec· 

tion 28 shall be pmd withm the tlmc: at the place. and to the person mentioned in 

the notice, or if no llme is so menlloned, then on or betore the first day of the 

sec.:>nd month following the day of servtce of the notice and any assessee failing 

so to pay shali be deemed to be m ddault. 

Nouce of 
demaud. 

Recovery of 
tax and 
penalties. 

(2) Notwuhstandmg anyJnng contamed m this &ection where~ a~sessee has 

prest=nted an appeal under sechon 21 the Expenditure-tax Oificer may 10 hts dlscre-

20 hon treat the assessee as not being m dciault as long as such appeal is unchsposed 

of. 

30. The provtsions of sub-seLtions ~ ), (lA), (2), (3), (4), (5), (SA), (6) and (7) Mode of 

25 

30 

35 

of S<cllOn 46 and secuon 47 of th6 Income tax Act shail apply as tf the said pro· 

VIsions were piOVlsions of this Act and rderr€d to Expenditure·-tax and sums 

imposed by way of penalty under this Act inst(;ad of to income-tax and RUms im:­

E_Osed by wav of penalty under that Act and to Expenditure-tax OHicer and Com 

nusstoner of Expenditure-tax mscead of to Income-tax f'Jfficer and r.ommtssioner 

of Income-tax. 

CHAPTEil VIII 

Miscellaneous 

31. At any llme wlthm four years from the date of any order passed by him, or 

it, the Corrumssioner, the Expenditure-tax Officer, the Appellate Asststant 

Commissioner or lhe AppeiTate Tribunal may on his or its own mouon rec~ 

ttfy any m1stake apparent from the record and shall, wtthm a hk.e period, rec­

tify any suc.h mistake wh1ch has been brou~t to the noUce of the Commissioner, 

the Expenditure tax 0fhcet, the 4.ppellate Asst&&Uit Commts&Joner or the 

Appellate Tribunal, as the case may be, _by an assessee : 

Provided that no such recufil-allon shall be made which has the effect of 

enhancing dll assessment unless the asses&ee has bPen given a reasonable oppor· 

recovery 

Rectihcatwn 
of mistakes. 
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Prosecutions- 32, (I) lf a person faiis without reasonabie cause~ 

(a) to fum ish in due time any retunt mentioned in sec bon 13, 

(h) to produce, or cause to be produced on or before the date mentioned in 

any notice under sub section (2) or sub·section (4) of section 15 such 

accounts, records and documents as are referred to in the noticei 

(c) to furnish withm the time specifted any statement or infonnation which 

such pe~:son is bound to furnish to the Expenditure·tax Officer under 

sectton 34; 

he shall, on c.onvtc.:tion before a magistrate be punishable with fine which may 

extend to ten rupees for everyday during which the default conunues. 

\2) If a pe.rson makes a statement in~ verification mentioned in section 13, 

section 21, se(·tion 2 2r or sect\ on 24} wh1ch is falser and which he either knows 

or beheves to be false 1 or does not believe to be true. he shall be punishable With 

simple 1mpnsonment which may extend to one year or with fine whic-h may extend 

to one thousand rupees or w1th both~ 

(3) A person shall not be proceeded &@inS! lor an offence unrler this section 

except at the mstance of the Commissioner. 

(4) The Commisenoner may etther before or after the institution of proceed­

lOSS compound any such off~.nce .. 

5 

10 

15 

Explanation .. For the puiposes of tlns section ~magistrate' means a pre· 1.1 

Power to 
take eVldence 
on oath etc .. 
5 of 1908. 

45 o( 1860. 

sidtm.cy mag~strale, a magistrate of the first class~ or a magistrate of these-

cond c.las8 specially empowered by the Central Government to try offences 
under thts Act. 

33. The Commissioner, the Expenrhture~tax Officer, the Appellate Assistant· 

CommissiOner and the Appellate Tribunal shall, for the purposes of tlus Act, 

have the same powers as are vested in a court under the Code of Civil Proce­

.dure, 1908,. whm trying a suit in respect of the following matters, namely ;_ 

(a) enforcmg the attendance of any person and examinmg him on oath; 

lb) requinng the d1sco~ery and producbon of documents; 

(c) receivmg evidence on affidavit; 

(d) issuing commissions ior the examination of ~tnesses; 
' 

and any pmceedmg before the Commissioner, the Expendtture~tax Officer, the 

Appellate' Assistant CommiSSioner or the Appellate Tribunal shall be deemed 

to be a judicial proceeding withm the meanmg of sections 193 and 228 of the 
Inman Penal Code. 

30 

35 



34- Where for the purposes of detenninmp; the Expenditure ·tax payab1e by any 

person, it appears necessary for the Expenchture·tax Officer to obt1::1in any state­

mentor information from any individual, Hindu und1\·ided family, C'Ompany or 
any other person, the EXpenditure--tax Officer may serve a notice requiring 

Informa.twn 
returns and 
statemf"nt~. 

5 such individual, Hindu undivideti family, C'ompan~: or other person on or before 

a date to be therein speciiied~ to furnish such statement or infonnatlon on the 
points specified in the notice. and the inch viduaL the manap;er of the Hindu un · 

divided familyJ the pnnctpal ofhcer of the company or other person, B.s the case 
may be~ ~hallJ notwithstanding anythmg in anv law to the contrary. be bound to 

10 furnish such statement or infonnation to the Expenditure- tax O£ficer •. 

15 

Provided that no legal practittoner shall be b()und to funnsh Kny statement 

or information under this section based on any p-ofebstonal cnrununi · 
cations made to him otherwise than as permitted by section 126 of the Indian 

Evidence Act, t872, ' 

35. Whenever m respect of any ~roc.eedm~ under this Act any F..xpenditure·tnx 

authority ceases to exercise junsdict_ion and is suc<.:eeded bv another who has 
and exercises such jurisdiction, u;e authonty so succeedmg may continue the 

proceed1n~ from the stage at whic.h the proceedmg was left by his P'edecessor. 

Eff,, t of 
nunsh.•r nf 
authontles 
on pt=ndtnp; 
prot·eeil,n,.;t» 

36. In computing the penod of hmitation prescnbed for an app~al under th1s Computation 
I d of penudM of 

20 Act or for an applica·Lton under section 25, the day on which the order camp ame lnnlttttlon. 
of was made and the time requisite for obtammg a copy of such order shall be ex· 
eluded 

<S~"~.~If-f,) A notice or a requisition under this Act may he served on the person 
therein named either by post or as if it were a summons issued by a court under 

the Code of Civil Procedure, l90E. 

(2) Any such nouce or reqmsition may, 10 the case of a Hindu undivided 

family be addressed to the manager or any adult male mP.mber of the family. 

38. (1) Subject to the provisions contained in sub--section (2), the provisions of 

section 54 of the lncome·tax Act shall apply to all accout1lS or in relation to 

Scrvtl c of 
notice 
5 oil I' lOS 

f'rohthitJon 
of dt.sdobure 
of mfonnn 

30 statements., rloC'uments, evidence or afftdavits given, prod...1ced or obtained De tton. 

in connection with or in the c.ourse of any p- oceeding under this Act, as tht!'f c1p 

ply to or in relation to stmilar particulars under that Act, suLject to the Modi her.-· 
tion that the reference to any Income---tax authority in clause (d) of suh--secuon 

(2) and to the Commtssioner in suL-section (5) of section 54 of that Act shall 
35 be construed as a reference to any Expenditure-tax authc.rity and to the Com­

missioner of Expenditure--tax respec.tively. 

40 

l2) Nothing contained m section 54 of t..lte Income-tax Act t~hall apply to ti-Jc 

dtsclosure of any such particulars as are referred to in suL-·section (1) tD any 
person acting in th-e execution of this Ac.t or the Income---tax Act or the Estate 

Duty Act, 1<153, or the Wealth Tax Act, 19:;7, where it is neces&&ry or cE·· 
sirable to disclose the same to him for the purpose of this Act or any of the other 
Acts aforesaid. 

34 of 1953 
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37 of 1949 

Power to 
make rules 

39 ••••••• No suit shall lie in any c1vil court to set aside or modify any asse+ 

ment made under L~is Act, and no prosecution: suit or other legal proceeding 
shall lie against any officer of the Government (or anything in good faith done 

or intended tc be done under thts Act 

40 Any as~ess~e who is elltttled to or required to attend before any Expenditure-

tax authority or t~e Appellate Tnhunal m connection with any proceeding or in 

quuv under tl1i~ Act, except where he 1s required unJer thts Act to attend in 
person. may attend by a ~erson authorised by him In writmg in this behalf, being 
a relauve of, or a person regularly employed by, the assessee, or a legal prac·~ 

tltioner or a c~anered accountant, or any other "l)erson_having such qualihcatious 

~mav be prt::scnhed. 

Explanation -· F"or the purposes of this stcUon, ·-

5 

10 

(a) the exp,ession 'a person regu)arly employed by the assessee' includes 
any officer of a Scheduled Bank with wh1ch the assessee maintains a 
current &.ccou!lt or has other regular deahnBS; 15 

(b) Ch~:~rter~d Accountant means a Chartered Accountant as defined m the 
Chanered -\ccountants Ac.t 1 !1-49 ~ 

41 (I) The floard may, by notification in the O!hctal Gazette, make rules for 

canymg out the purposes of this Act. 

(2) In particular, and wultout prejudice to the generality of the foregoing 
power,· rules made under tlus section may provide for -

(a) the form in winch returns unrler this Act shall be made, and the manner 
m w},Ich they shall be venfied.: 

20 

(h) tlte form in which appeals and applications under this Act may be made, 
and the manner m wh1ch they shall be verified; 25 

(c) the fom1 of any nouce of demand under this Act; 

(d) any ot!1er mutter wh1ch has to be or may be prescribed for the purposes 
of thts Act 

\3) \11 rules made under this Act shall be laid before each House of Par­

hamentr as soon as may be. after they are made~ and shall be subject to such 
modifications ns Parhament may mak·~ dunng ~he session in which they are so 
laid or the session immediately following 

30 



TIIB SCHEDUL!': 

(See section 3) 

'lates of F.xpenditure-Tax 

In the case of every individual and Hir.du undivided fanily, on that portion 

5 of the taxable expenditure -

(i) Y.hich does not exceed ns. 10,000; IIJ"f 

(ii) which exceeds Rs. 10,000 but does not 
exceed Rs. 20,000; 20~ 

10 
(iii) which exceeds RA. 20,000 but does not 

exceed Rs. 30,000; 40"! 

(iv) which exceeds Rs. 30,000 but does not 
exceed Hs. 40,000; liO~ 

(v) whiclt exceeds 'lA. 40,000 hut does not 
exceed ns. 50.000; no.~ 

IS (vi) wh1ch exceeds lls. M,OUO lllO<l 

6 51A-L.S.S.-R.P.- 29.8.57.-1400. 



APPENDIX I 

(Vide para 2 of the Report) 

Motion in the Lok Sabha 

"Tha~ the Bill to provide for the levy of a tax on expe.1diture be 

referred to a Select Committee consisting of:-

1. Shri Asoke K. Sen 

2. Shri H. C. Heda 

3. Shri Prafulla Chandra Borooah 

4. Shri R. Jagannath Rao 

5. Shri Muhammed Khuda Bukhsh 

6. Shri Narendrabhai Nathwani 

7. Shri Shivram Rango Rane 

8. Shri Anand Chandra Joshi 

9. Dr. G. S. Melkote 

10. Shri G. S. Musafir 

11. Shri G. D. Somani 
12. Shri Radeshyam Ramkumar Morarka 

13. Shri Feroze Gandhi 

14. Shri C. D. Pande 1 

15. Shri Tribhuan Narayan Singh 

16. Shri M. R. Hajarnavis 

17. Shri M. R. Krishna 

18. Shrimati Tarkeshwari Sinha 

19. Dr. Ram Subhag Singh 

20. Shri Nemi Chandra Kasliwal 

21. Shri Saif F. B. Tyabji 
22. Shri Fatehsinhrao Pratapsinhrao Kaekwad 

23. Shri K. Periaswami Gounder 

24. Shri B. R. Bhagat 

25. Shri U. Srinivasa Malliah 

26. Shri N. G. Ranga 

27. Shri T. C. N. Menon 

28. Shri Prabhat Kar 

1074 L.S.--5. 



29. Shri Bimal Comar Ghose 

30. Shri Laisram Achaw Singh. 

31. Shri R. K. Khadilkar 
32. Shri M. R. Masani 

33. H. H. Maharaja Sri Karni Singhji of Bikaner 

34. Dr. A. Krishnaswami 
35. Shri T. T. Krishnamachari 

with instructions to report by the 12th August, 1957." 



APPENDIX II 

(Vide para 6 of the Report) 

List of Asso~iations who tendered evidence before the Select Committee 

. 

S. Name of the Association 
No. 

I The Federation of Indian Chambers of Commerce and 
Industry, New Delhi. 

2 The Millowners' Association, Bombay 

3 The Employers' Federation of India, Bombay 

4 The Indian Chamber of Commerce, Calcutta 

5 The Bharat Chamber of Commerce, Calcutta 

6 The Calcutta Stock Exchange Association, Ltd., Cal­
cutta. 

7 The Bombay Shareholders' Association, Bombay 

8 The Chamber of Income-tax Consultants, Bombay 

9 The Indian Merchants' Chamber, Bombay 

IO The Tax-Payers' Association of India Ltd., Bombay 

II The All-India Manufacturers' Organisation, Bombay 

12 The Indian National Steamship Owners' Association, 
Bombay. 

13 The Bengal National Chamber of Commerce and In­
. dustry, Calcutta. 

14 The Indian Medical .Aisociation, Delhi 

· 15 The Indian Radiological Association, New Delhi 

16 The Indian Surgeons' Association, Delhi . 

I 7 The Association of Physicians of India, Delhi 

Date on 
which evi­
dence was 

taken 

I-8-57 

1-8-57 

2.-8-57 

2.-8-57 

2.-8-57 

3-8-57 

3-8-57 

3-8-57 

3-8-57 

6-8-57 

6-8-57 

6-!!-57 

6-6-57 

6-8-57 

6-8-57 

6-8-57 

6-8-57 



s 
N o. 

I 

2 . 

3 

4 

5 

6 

7 

8 

9 

APPENDIX IIi 

(Vide para 7 of the Report) 

Statement showing particulars of memora>~dafrepresemations etc., 
recei-ved by the Select Comnittee a~d the action taken thereon .. 

Nature of 
document 

Memo ran-
dum 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

From whom received 

Federation oflm1ian Cham-
bers of Commerce and 
Industry, New Delhi. 

The Millowners' Associa-
tion, Bombay. 

The Employers' Federation 
of India, Bombay. 

Indian Chamber of Com-
merce, Calcutta. 

Bharat Chamber of Com­
merce, Calcutta. 

Calcutta Stock Exchange 
Association Ltd., Cal­
cutta. 

The Bombay Shareholders' 
Association, Bombay. 

The Chamb!r of Income­
tax Consultants, Bombay. 

The Indian Merchants' 
Chamb~r, Bombay. 

:18 

' 

-
Action taken 

---
Circulated to member s 

and evidence of th e 
Association taken on th e 
rst August, 1957. 

D.>. 

Circulated to members an d 
evidence of the Federatio n 
taken on the :1nd August 
1957· 

Circulated to members an d 
evidence of the Chambe r 
taken on the 2nd August 
1957· 

Do. 

Circulated to members and 
evidence of the Associa 
tion taken on the 3rd 
August, 1957· 

Do. 

Circulated to members and 
evidence of the Chamber 
taken on the 3rd August 
1957· 

Do. 



S. Nature of 
No. document 

From whom received Action taken 

--1---------------·1----------
IO 

I3 

I4 

Memoran­
dum. 

Do. 

Do. 

Do. 

Do. 

The Tax-Payers' Associa­
tion of India Ltd., Bom­
bay. 

The All-India M3nufac-
turers' Organisation, 
Bombay. 

The Indian National Steam­
ship Owners' Associa­
tion, Bombay. 

The &.:ngal National Cham­
ber of Commerce, Cal­
cutta. 

Maharani Tagore, Calcutta 

IS RepNsen- Shri J. Rameshawar Rao, 
tation. M. P. 

r6 Me.noran- The Institute of Ch1rtered 
,;,idum. Accountants of India, 
~ New Delhi. 
1 

I7 Represen- Shri B. L. Jalan 
tation. 

I8 Do. 

I9 Do. 

~0 Do. 

2I Do. 

22 Do. 

23 Do.-

Shri K. C. Khanna 

Shri A. R. Rangaswamy, 
Bangalore. 

Shri M. Krishnaswamy 

Shri M. M. Pandya, Jam­
nagar. 

Shri T. P. Timothy, Tri­
chur. 

Shri Ramesh Chand Aggar­
wal, Calcutta. 

Circulated to members and 
evidence of the Associa­
tion taken on 6th August, 
I957· 

Circulated to members and 
evidence of the Organi­
sation taken on the 6th 
August, I957· 

Circulated to Members and 
evidence of the Asso­
ciation taken on the 6th 
August, I957· 

Circulated to memb!rs and 
evidence of the Chamber 
taken on the 6th August, 
I957· 

Circulated to Members. 

Do. 

Do. 

Do. 

Do. 

Placed in the Parliament 
Library and members 
informed. 

Do. 

Do. 

Do. 

Do. 
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s .. Nature of From whom received Action taken 
No. document 

- -
24 Represen- Shri K. R. Ramasastri, Placed in the Parliament 

tation. Erode. Library and members 
informed. 

25 Memoran- Ahmedabad Millowners' Do. 
dum. Association. 

26 Represen- Shri Govindlal Shivlal, Do. 
tation. Motilal. 

27 Do. Shri M. M. Dave, Bhava- Do. 
nagar. 



APPENDIX IV 

MINUTES OF THE SELECT COMMITTEE ON THE EXPENDI­
TURE-TAX BILL, 1957. 

I 

First Sitting 

The Committee met from 5.40 P.M. to 6.20 P.M. on Tuesday, the 
23rd July, 1957. ' 

PRESENT 

Shri Asoke K. Sen-Chairman 

MEMBERS 

2. Shri H. C. Heda 

3. Shri Prafulla Chandra Borooah 

4. Shri R. Jagannath Rao, 
5. Shri Muh•3mmed Khuda Bukhsh 

6. Shri Shivram Rango Rane 

7. Shri Anand Chandra Joshi 

8. Shri G. D. Somani 

9. Shri Feroze Gandhi 

10. Shri C. D. Pande 

11. Shri Tribhuan Narayan Singh 

12. Shri M. R. Krishna 

13. Shrimati Tarkeshwari Sinha 

14. Shri Nemi Chondra Kasliwal 

15. Shri Saif F. B. Tyabji 

16. Shri Fatehsinhrao Pratapsinhrao Gaekwad 

17. Shri B. R. Bhagat 
18. Shri U. Srinivasa Malliah 

19, Shri N .. G. Ranga 

20. Shri T. C. N. Menon 

21. Shri Prabhot Kar 
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22. Shri Bimal Comar Ghose 

23. Shri Laisram Achaw Singh 

24. Shri R. K. Khadilkar 

25. Shri M. R. Masani 

26. H. H. Maharaja Sri Karni Singhji of Bikaner 

27. Dr. A. Krishnaswami 

28. Shri T. T. Krishnamachari 

DRAFTSMAN 

Shri G. R. Rajagopaul, Additional Secretary and Chief DJ·aft:r­
man, Ministry of Law. 

REPRESENTATIVES OF MINISTRIES AND OTHER OFFICERS 

1. Shri A. K. Roy, Chairman, Central Board of Revenue. 

2. Shri V. V. Cheri, Member, Central Board of Revenue. 

3. Shri K. S. Sundara Rajan, Member, Central Board of Revenue. 

4. Shri N. H. Naqvi, Secretary, Central Board of Revenue. 

SECRETARIAT 

Shri P. K. Patnaik, Under Secretar!J. 

2. The Committee considered whether any evidence would be 
taken by them and whether it was necessary to issue eny Press Com­
munique advising Associations desirous of presenting their sugges­
tions or views before the Committee in respect of the Bills to submit 
their written memoranda thereon. 

The Chairman informed the Committeeethat requests for permis­
sion to render evidence have so far been received in the Lok Sabha 
Secretarip.t from 8 Associations. \ 

3. It was decided that no Press Communique need be issued but 
such Associations as have already expressed a desire_ to present their 
suggestions or views before the Committee and those that might ex­
press such a desire before the Committee start taking evidence 
should, in the first instance, be asked to send written memoranda 
thereon, if not already done. 

4. The Committee authorised the Chairman to decide, after exa. 
mining those memoranda, as to which of the Associations should be 
called to give oral evidence before the Committee. 

5. It was decided that evidence in respect of both the Bills might 
be taken at the sittings of the Committee to be held from the l st to 
5th August, 1957. 
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6. The Committee decided to' take up the two Bills in the folloW• 
ing order:-

(i) the Wealth-tax Bill, 1957. 
(ii) the Expenditure-tax Bill, 1957. 

7. The Committee decided to take up clause by clause considem­
tion of the Bills from the 6th August, 1957 and to sit from day to day 
till the completion of their work. 

8. The ,Committee desired that the copies of the Income-tax 
Manual should be circulated to members. 

It was decided that the Ministry of Finance would make the 
copies available to the Lok Sabha Secretariat for circulation to 
members. I 

' ' 
9. The Chairman sugge.;ted that notices of amendments of the 

clauses of the Bill might be sent well in advance to the Lok Sabha 
Secretariat, preferably by 5th August, 1957, for circulation to the 
Members of the Committee. 

10. The Committee decided to have some discussions on the provi­
sions of the Bill at their next sitting. 

11. The Committee then adjourned to meet again at 5 P.M. on 
Wednesday, the 31st July, 1957. 

1074 L.S.-6. · 
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Second Sitting 

The Committee met from 5-00 P.M. to 6-35 P.M. on Wednesday, 
the 31st July, 1957. · 

PRESENT 

Shri Asoke K. Sen-Chairman. 

MEMBERS 

2. Shri H. C. Heda 
3. Shri Prafulla Chandra Borooah 

4. Shri R. Jagannath Rao 

. 5. Shri Muhammed Khuda Bukhsh 

6. Shri Narendrabhai Nathwani 

7. Shri Shivram Rango Rane 

8. Shri Anand Chandra Joshi 

9. Dr. G. S. Melkote 

10. Shri G. D. Somani 

11. Shri Radheshyam Ramkumar Morarka 
12. Shri Feroze Gandhi 

13. Shri C. D. Pande 
14. Shri R. M. Hajaroovis 

15. Dr. Ram Subhag Singh 

16. Shri Nemi Chandra Kasliwal 

17. Shri Saif F. B. Tyabji 

18. Shri Fatehsinhrao Pratapsinhrao Gaekwad 
19. Shri K. Periaswami Gounder 
20. Shri B. R. Bhagat 

21. Shri N. G. Ranga 

22. Shri T. C. N. Menon 

23. Shri Prabhat Kar 

24. Shrl Laisram Achaw Singh 

25. Shri R. K. Khadilkar 

26. Shri M. R. Masani 
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27. H. H. Maharaje. Sri Karni Singhji of Bikaner 

28. Dr. A. Krishnaswami 
29. Shri T. T. Krishnamachari. 

DRAFTSMAN 

Shri G. R. Rajagopaul, Additional Secretary and Chief Drafts­
man, Ministry of Law. 

REPRESENTATIVES OF J}fiNISTRIES AND OTHER OFFICERS 

1. Shri A. K. Roy, Chail·man, Centml Board of Revenue. 
2. Shri V. V. Chari, Member, Central Board of Revenue. 
3. Shri K. S. Sundara Rajan, Member, Central Board of Revenue. 
4. Shri N. H. Naqvi, Secretary, Central Board of Revenue. 

SECRETARIAT 

Shri P. K. Patnaik, Under Secretary. 

2. The Committee had a general review .of the provisions of the 
Bills. In particular, the question of taxing the net weanh of compa­
nies was discussed. 

3. Shri T. T. Krishnamachari, Minister of Finance, explained to 
the Committee that the proposed Wealth-tax was an important 
constituent of an integrated tax structure consistent with the avow­
ed goal of the attainment of socialistic pattern of society. The tw.o 
measures-wealth tax and expenditure tax-and the special tax on 
unearned incomes form part of an integrated pattern of taxation 
policy. Without wealth-tax, there would be no reason to have 
expenditure-tax. ' I 

As regards taxing companies, he stated the.t the revenue considera­
tions were important inasmuch as out of the total estimated revenue 
yield of Rs. 15 crores, the wealth-tax on companies would fairly be 
Rs. 9 crores. 

He made it clear to the Committee that it would not be worthwhile 
to proceed with the Bill if the companies were left out and only 
individuals taxed. 

4. The Finance Minister also clarified other points on which clari­
fications were sought by Members. 

5. The Committee then adjourned to meet again at 5 P.M. on 
Thursday, the 1st August, 1957. 



III 

Third Sitting 

The Committee met from 5-30 P.M. to 7-50 P.M. on Thursday, the 
1st August, 1957. 

PRESENT 

Shri Asoke K. Sen-Chairman. 

MEMBERS 

2. Shri H. C. Heda 

3. Shri Prafull11 Chandra Borooah 

4. Shri R. Jagannath Rao 

5. Shri Narendrabhai Nathwani 

6. Shri Shivram Rango Rane 
7. Shri Anand Chandra Joshi 

B. Dr. G. S. Melkote 

9. Shri G. D. Somani 
10. Shri fuldheshyam Ramkumar Morarka 

11. Shri Feroze Gandhi 

12. Shri C. D. Pande 

13. Shri Tribhuan Narayan Singh 

14. Shri R. M. Hajarnavis 

15. Shrimati Tarkeshwari Sinha 
· 16. Dr. Ram Subhag Singh 

17. Shri Nerni Chandra K11sliwal 
18. Shri Saif F. B. Tyabji 

19. Shri Fatesinhrao Pratapsinhrao Gaekwad 
20. Shri K. Periaswami Gounder 
21. Shri B. R. Bhagat 

22. Shri N. G. Ranga 

:3. Shri T. C. N. Menon 
24. Shri Pmbhat Kar 

25. Shri Laisram Achaw Singh 

26. Shri M. R. Masani 
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27. H. H. Maharoja Sri Karni Singhji of Bikaner 

28. Dr. A. Krishnaswami 

29. Shri T. T. Krishnamachari. 

DRAFTSMAN 

Shri G. R. Rajngopaul, Additional Secretary and Chief Drafts• 
man, Ministry of Law. 

REPRESENTATIVES OF MINISTRIES AND OTHER OFFICERS 

1. Shri A. K. Roy, Chairman, Central Board of Revenue. 

2. Shri V. V. Chari, Member, Central Board of Revenue. 
3. Shri K. S. Sundara Rajan, Member, Central Board of Revenue. 

4. Shri N. H. Naqvi, Secretary, Central Board of Revenue. 

SECRETARIAT 

Shri N. N. Mallya, Deputy Secretary. 

Shri P. K. Patnaik, Under Sec1·etary. 

WITNESSES 

I. Federation of Indian Chambers of Commerce and Industry, New 
Delhi. 

1. Shri Babubhai M. Chinai 

2. Shri Bijoy Prasad Singh Roy 

3. Shri Shanti Prasad Jain 

4. Shri C. H. Bhabha 

5. Shri G. L. Bansal 
6. Shri P. Chentsal Rao 

7. Shri N. Krishnamurthi. 

II. The Millowners' Association, Bombay. 

1. Shri Neville N. Wadia 

2. Shri D. S. Bakhle 
3. Shri Arvind N. Mafatlal. 

2. The Committee heard the evidence tendered by l)le represen- · 
tatives of the two associations named above. 

3. A verbatim record of the evidence was taken down. 

4. The Committee then adjourned to meet again at 4 P.M. on 
Friday, the 2nd August, 1957. 
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Fourth Sitting 

The Committee met from 4 P.M. to 7 P.M. on Friday, the 2nd 
August, 1957. 

PRESENT 

Shri Asoke K. Sen-Chairman. 

MEMBERS 

2. Shri H. C. Heda 
3. Shri Prafulla Chandra Borooah 
4. Shri R. Jagannath Rao 
5. Shri Muhammed Khuda Bukhsh 

6. Shri Narendrabhai Nathwani 
7. Shri Shivram Rango Rane 
8. Shri Anand Chandra Joshi 
9. Dr. G. S. Melkote 

10. Shri G. S. Musafir 

11. Shri G. D. Somani 
12. Shri Radheshyam Ramkumar Morarka 
13. Shri Feroze Gandhi 
14. Shri Tribhuan Narayan Singh 
15. Shri R. M. Hajarnavis 
16. Shrimati Tarkeshwari Sinha 
17. Dr. Ram Subhag Singh 
18. Shri Nemi Chandra Kasliwal 
19. Shri Saif F. B. Tyabji 

20. Shri Fatehsinhrao Pratapsinhrao Gaekwad 
21. Shri K. Periaswami Gounder 
22. Shri B. R. Bhagat ... 
23. Shri N. G. Ranga (in the Chair from 6-30 P.M. to 7 P.M.) 

24. Shri T. C. N. Menon 

25. Shri Laisram Achaw Singh 
26. Shri M. R. Masani 
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27. H. H. Maharaja Sri Karni Singhji of Bikaner 

· 28. Dr. A. Krishnaswami 

29. Shri T. T. Krishnamachari. 

DRAFTSMAN 

Shri G. R. Rajagopaul, Additional Secretary and Chief Drafts· 
man, Ministry of Law. 

REPRESENTATIVES OF MINISTRIES AND OTHER OFFICERS 

1, Shri A. K. Roy, Chairman, Central Board of Revenue. 
2. Shri V. V. Chari, Member, Central Board of Revenue. 
3. Shri K. S. Sundara Rajan, Member, Central Board of Revenue. 
4. Shri N. H. Naqvi, Secretary, Central Board of Revenue. 

SECRETARIAT 

Shri N. N. Mallya, Deputy Secretary. 
Shri P. K. Patnaik, Under Secretary. 

WITNESSES 

I. The Employers' Federation of India, Bombay. 

1. Shri H. P. Mody 

2. Shri J. D. Choksi. 

II. Indian Chamber of Commerce, Calcutta . 

. 1. Shri Bijoy Prasad Singh Roy 
2. Shri I. M. Thapar 

3. Shri B. Kalyana Sundaram. 

III. Bharat Chamber of Commerce, Calcutta. 

1. Shri B. P. Poddar 

2 .. Shri B. Chhawehharia 
3. Shri L. R. Dasgupta. 

2. The Committee heard the evidence tendered by the represen­
tatives of the three Associations named above. 

3. A verbatim record of the evidence was taken down. 

4. The Committee then adjourned to meet again at 4 P.M. on 
Saturday, the 3rd August, 1957. 



v 
Fifth Sitting 

The Committee met from 6-45 P.M. to 8-15 P.M. on Saturday, the 
3rd August, 1957. 

PRESENT 

Shri Asoke K. Sen-Chairman. 

MEMBERS 

-2. Shri Prafulla Chandra Borooah 

3. Shri R. Jagannath Rao 

4. Shri Muhammed Khuda Bukhsh 

5. Shri Narendrabhai Nathwani 

6. Shri G. D. Somani 

7. Shri Radheshyam Ramkumar Morarka 

8. Shri Tribhuan Narayan Singh 

9. Shri R. M. Hajarnavis 

10. Shri Saif F. B. Tyabji 

11. Shri · Fatehsinhrao Pratapsinhrao Gaekwad 

12. Shri K. Periaswami Gounder 

13. Shri B. R. Bhagat 

14. Shri T. C. N. Menon 

15. Shri Laisram Achaw Singh 

16. Shri M. R. Masani 

17. H. H. Maharaja Sri Karni Singhji of Bikaner 

18. Shri T. T. Krishnamachari. 

REPRESENTATIVES OF MINISTRIES AND OTHER OFFICERS 

1. Shri A. K. Roy, Chairman, Centrral Board of Revenue. 

2. Shri V. V. Chari, Member, Central Board of Revenue. 
3. Shri K. S. Sundara Rajan, Member, Central Board of Revenue. 

4. Shri N. H. Naqvi, Secretary, Central Board of Revenue. 

SECRETARIAT 

Shri P. · K. Patnaik, Under Secretary. 
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WITNESSES 

1. Calcutta Stock Exchange Association, Ltd., Calcutta. 

1. Shri B. N. Chaturvedi 
2. Shri Chiranjilal Jhunjhunwala. 

II. The Bombay Shareholders' Association, Bombay. 

1. Shri Dhirajlal Maganlal 
2. Shri J. J. Kapadia 

3. Dr. R. C. Cooper. 

III. The Chamber of Income-tax Consultants, Bombay. 

1. Shri Ganpati Shankar N. Desai 

2. Shri V. G. Mehta. 

IV. The Indian Merchants' Chamber, Bombay. 

1. Shri G. P. Kapadia 

2. Shri R. G. Saraiya 

3. Shri Chunilal B. Mehta 

4. Shri A. C. Ramalingam. 

2. The Committee heard the evidence tendered by the represen­
tatives o{ the four Associations named above. 

3. A verbatim record of the evidence was taken down. 

4. The Committee then adjourned to meet again at ::1 P.M. on 
Monday, the 5th August, 1957. 

1074 L.S.-7. 
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Sixth Sittin: 

The Committee met from 4-15 P.M. to 7-40 P.M. on Tuesday, the 
6th August, 1957. 

PRESENT 

Shri Asoke K. Sen-Chairman. 

MEMBERS 

2. Shri H. C. Heda 
3. Shri Prafulla Chandra Borooah 

4. Shri R. Jagannath Rao 
5. Shri Muhammed Khuda Bukhsh 
6. Shri Narendrabhai Nathwani 

7. Shri Shivram Rango Rane 
8. Shri Anand Chandra Joshi 
9. Dr. G. S. Melkote 

10. Shri G. D. Somani 

11. Shri Radheshyam Ramkumat Morarka 
1"2. 'Shri Feroze Gandhi 

13. ~hri Tribhuan Narayan Singh 
14. Shri R. M. Hajarnavis 
lb. Dr. Ham Subhag Singh 

16. Shri Nemi Chandra Kasliwal 
17. Shri Saif F. B. Tyabji 

18. Shri Fatehsinhrao Pratapsinhrao Gaekwad 
1'9. Shri :1:. Periaswami Gounder 
20. Shri B. R. Bhagat 
21. !hri N. C. Ranga' 

2f Shrf T. C. N. Menon 
23. t!hri Prabhat Kar 

24. Shri Bimal Comar Ghose 

25. Shri Laisram Achaw Singh 
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26. Shri R. K. Khadilkar 

27. Shri M. R. Masani 
28. H. H. Maharaja Sri Karni Singhji of Bikaner. 

DRAFTSMAN 

Shri G. R. Rajagopaul, Additional Secretary and Chief Drafu­
man, Ministry of Law. 

REPRESENTATIVES OF MINISTRIES AND OTHER OFFICERS 

1. Shri A. K. Roy, Chairman, Central Board of Revenue. 
2. Shri V. V. Chari, Member, Central Board of Revenue. 
3. Shri K. S. Sundara Rajan, Member, Central Board of Revenue. 
4. Shri N. H. Naqvi, Secretary, Central Board of Revenue. 

SECRETARIAT 

Shri P. K. Patnaik, Under Secretary. 

WITNESSES 

l. The Tax-Payers' Association of India, Ltd., Bombay. 

1. Shri V. D. Mazumdar. 

II. The All-India Manufacturers' Organisation, Bombay. 

1. Shri Murarji J. Vaidya 

2. Shri J. V. Patel. 

III. The Indian National Steamship Owners' Association, Bombay. 

1. Shrimati Sumati S. Morarjee 
2. Shri M. A. Master 
3. Shri Surji 
4. Shri N. T. Khandwalla 
5. Shri R. A. Patel. 

IV. The Bengal National Chamber of Commerce and Indu3try, 
Calcutta. 

1, Dr. S. B. Dutt 

2. Shri K. N. Mookerjee 
3. Shri S. R. Biswas. 

V. Indian Medical Association, Delhi, 
1. Dr. R. C. Goulatia 

2. Dr. A. P. Mitra. 
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VI. Into.-.ln Radiologt.:..._, _.Jsociation, New Delhi. 

1. Dr. Diwanchand 

2. Dr. Ved Prakash. 

VII. Indian Surgeons' Association, Delhi. 

1. Dr. S. K. Sen. 

VIII. Association of Physicians of India, Delhi. 

1. Dr. P. C. Dhanda. 

2. The Committee heard the evidence tendered by the represen­
tatives of the eight Associations named above. 

3. A verbatim record of the evidence tendered was taken down. 

4. The Committee decided that the whole of the evidence 
tendered before them might be laid on the Table cf the House. 

5. The Committee also decided that after the evidence was laid 
on the Table, the memoranda submitted by the Associations that 
tendered evidence before the Committee might be placed in the 
Parliament Library for reference by members of Parliament. 

6. The Committee decided to take up clause by clause considera­
tion of the Wealth-tax Bill at their next sitting. 

7. The Committee then adjourned to meet again at 4 P.M. on 
Thursday, the 8th August, 1957. 
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Seventh Sitting 

The Committee met from 10 A.M. to 1 P.M. and 3-30 P.M. to 
6-30 P.M. on Saturday, the lOth August, 1957. 

PRESENT 

Shri Asoke K. Sen-Chairman. 

MEMBERS 

2. Shri H. C. Heda 

3. Shri Prafulla Chandra Borooah 

4. Shri R. Jagannath Rao 

5. Shri Muhammed Khuda Bukhsh 

6. Shri Narendrabhai Nathwani 

7. Shri Shivram Rango Rane 

8. Shri Anand Chandra Joshi 

9. Dr. G. S. Malkote 

10. Shri G. D. Somani 

11. Shri Radheshyam Ramkumar Morarka 

12. Shri Feroze Gandhi 

13. Shri C. D. Pande 

14. Shri Tribhuan Narayan Singh 

15. Shri R. M. Hajarnavis 

16. Shri M. R. Krishna 

17. Shrimati Tarkeshwari Sinha 

18. Dr. Ram Subhag Singh 

19. Shri Nemi Chandra Kasliwal 

20. Shri Saif F. B. Tyabji 
21. Shri Fatehsinhrao Pratapsinhrao Gaekwad 

22. Shri K. Periaswami Gounder 

23. Shri B. R. Bhagat 

24. Shri Prabhat Kar 

25. Shri Bimal Comar Ghose 

*Paras 2 to 27 which relate to the Wealth-tax Bill, 1957, have not been included 
in this Minutes. 
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26. Shri Laisram Achaw Singh 

27. Shri R. K. Khadilkar 
28. Shri M. R. Masani 

29. H. H. Maharaja Sri Karni Singhji of Bikaner 

30. Dr. A. Krishnaswami 

31. Shri T. T. Krishnamachari. 

DRAFTSMAN 

Shri ·G. R. Rajagopaul, Additional Secretary and Chief Drafts­
man, Ministry of Law. 

REPRESENTATIVES OF MINISTRIES AND OTHER OFFICERS 

1. Shri A. K. Roy, Chairman, Central Board of 'Revenue. 

2. Shri V. V. Chari, Member, Central Board of Revenue. 

3. Shri K. S. Sundara Rajan, Member, Central Board of Revenne. 

4. Shri N. H. Naqvi, Secretary, Central Board of Revenue. 

SECRETARtAT 

Shri P. K. Patnaik, Under Secretary. 

* * * * * * * 
28. The Committee decided to ask for extension of time for the 

presentation of the Report of the Select Committee on the Expendi­
ture tax Bill upto the 26th August, 1957 and the Chairman was 
authorised to move the necessary motion in the House. 

29. The Committee then adjourned to meet again at 3-30 P.M. 

on Monday, the 12th August, 1957. 
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Eighth Sitting 

'rhe Committee met from 4-15 P.M. to 5-45 P.M. on Tuesday, 1he 
20th August, 1957. 1 

PRESENT 

Shri Asoke K. Sen-Chairman. 

MEMBERS 

2. Shri H. C. Heda 
3. Shri R. Jagannath Rao 

4. Shri Muhammed Khuda Bukhsh 
5. Shri Narendrabhai Nathwani 
6. Shri Anand Chandra Joshi 
7. Dr. G. S. Melkote 

8. Shri G. D. Somani 
9. Shri Radheshyam Ramkumar Morarka 

10. Shri Feroze Gandhi 
11. Shri C. D. Pande 

12. Shri Tribhuan Narayan Singh 
13. Shri R. M. Hajarnavis 

14. Shrimati Tarkeshwari Sinha 
15. Shri Nemi Chandra Kasliwal 

16. Shri Fatehsinhrao Pratapsinhrao Gaekwad 
17. Shri B. R. Bhagat 
18. Shri U. Srinivasa Malliah (In the Chair from 5-15 P.M. to 

5-45 P.M.) 

19. Shrl T. C. N. Menon 
20, Shri Prabhat Kar 
21. Shri Bimal Comar Ghose 

22. Shri Laisram Achaw Singh 

23. Shri R. K. Khadilkar 
24. Shri M. R. Masani 
25. H. H. Maharaja Sri Karni Singhji of Bikaner 

26. Dr. A. Krishnaswami 
27. Shri T. T. Krishnamachari. 
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DRAFTSMAN 

Shri G. R. Rajagopaul, Additional Secretary and Chief Drafts• 
man, Ministry of Law. 

REPRESENTATIVES OF MINISTRIES AND OTHER OFFICERS 

1. Shri A. K. Roy, Chairman, Central Board of Revenue. 

2. Shri V. V. Chari, Member, Central Board of Re.,enue. 

3. Shri K. S. Sundara Rajan, Member, Central Board of Revenue. 

4. Shri N. H. Naqvi, Secretary, Central Board of Revenue. 

SECRETARIAT 

Shri P. K. Patnaik, Under Secretary. 

2. The Committee had a general review of the provisions of the 
Bill and in particular some of the proposed Government amend­
ments were discussed. 

3. The Committee then adjourned to meet again at 9-30 A.M. on 
Wednesday, the 21st August, 1957. 



IX 

Ninth Sitting 

The Committee met from 9-40 A.l\1. lo 10-55 A.M. on Wcdneoday, 
the 21st August, 1957. 

PRESENT 

Shri As,oke K. Sen-Chairman 

MEMBERS 

2. Shri H. C. Heda 

3. Shri R. Jagannath Rao 

4. Shri Narendrabhai Nathwani 

5. Shri Shivram Rango Rane 

6. Shri Anand Chandra Joshi 

7. Dr. G. S. Melkote 

3. Shri G. S. Musafir 

9. Shri G. D. Somani 

10. Shri Radheshyam Ramkumar Morarl<;a 

11. Shri Feroze Gandhi 

12. Shri Tribhuan Narayan Singh 

13. Shri R. M. Hajarnavis 

14. Shri M. R. Krishna 

15. Shri Nemi Chandra Kasliwal 

16: Shri Fatehsinhrao Pratapsinhrao Gaekwad 

17. Shri B. R. Bhagat 

18. Shri Prabhat Kar 

19. Shri Bimal Comar · Ghose 

20. Shrj R. K. Khadilkar 

21. Shri M. R. Maroni 

22. H. H. Maharaja Sri Karni Singhji of Bikaner 

23. Dr. A. Krishnaswami 

24. Shri T. T. Krishnamachari. 

DRAFTSMAN 

Shri G. R. Rajagopaul, Additional Secretary and Chief Drafts­
man, Ministry ~~ Law. 
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REPRESENTATIVES OF MINISTRIES AND OTHER OFFICERS 

1. Shri A. K. Roy, Chairman, Central Board of Revenue. 

2. Shri V. V. Chari, Member, Central Board of Revenue. 
3. Shri K. S. Sundara Rajan, Member, Central Board of Revenue. 

4. Shri N. H. Naqvi, Secretary, Central Board of Revenue. 

SECRETARIAT 

Shri P. K. Patnaik, Under- Secretary. 

2. The Committee took up clause by clause consideration of the 
Bill. 

3. Clause 2. 

Items (a) to (f). 

These items were adopted without any amendment. 

Item (g). 

The following Government amendment was accepted:­

In page 2, for line 2-4, substitute the following:-

" (i) where the assessee is an individual, his or her spouse 
or child wholly or mainly dependent on the assessee 
for support and maintenance;" 

It was also decided that in the appropriate place, expenditure 
for the medical treatment of parents of an assessee should be 
allowed as exemption. 

The draftsman was directed to incorporate necessary changes in 
clause 6. 

Item (h). 

The following Government amendment was accepted:-

" (h) . 'Expenditure' means any sum in money or money's 
worth, spent or disbursed, or for the spending or dis­
bursing of which a liability has been incurred by an 
assessee, and includes any amount which, under the 
provisions of this Act, is required to be included in the 
taxable expenditure;". 

4. The Committee then adjourned to· meet again at 9-30 A.M. on 
Thursday, the 22nd August, 1957., 



X 

Tenth Sitting 

The Committee met from 9-30 A.M. to 10-40 A.M. and 3-30 P.M. 

to 5-20 P.M. on Thursday, tl;l.e 22nd August, 1957. 

PRESENT 

Shri Asoke K. Sen-Chairman. 

MEMBERS 

2. Shri H. C. Heda 

3. Shri R. Jagannath Rao 

4. Shri Narendrabhai Nathwani 

5. Shri Shivram Rango Rane 

6. Shri Anand ·Chandra Joshi 

7. Dr. G. S. Melkote 

8. Shri G. S. Musafir 

9. Shri G. D. Somani 

10. Shri Radheshyam Ramkumar Morarka 

11. Shri Feroze Gandhi 

12. Shri C. D. Pande 

13. Shri Tribhuan Narayan Singh 

14. Shri R. M. Hajarnavis 

15. Dr, Roam Subhag Singh 

16. Shri Nemi Ch;mdra Kasliwal 
17. Shri Fatehsinhrao Pratapsinhrao Gaekwad 

18. Shri B. R. Bhagat 

19. Shri N. G. Ranga 

20. Shri Prabhat Kar 

21. Shri R. K. Khadilkar 

22. Shri M. R. Masani 
23. H. H. Maharaja Sri Karni Singhji of Bikaner 

24. Dr. A. Krishnaswami 

25. Shri T. T. Krishnamachari. 
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DRAFTSMAN 

Shri G. R. Rajagopaul, ,..,.ditional Secretary and Chief Drafts-
man, Ministry oj Lav... ' ' 

REPRESENTATIVES Or MINISTRIES ANIJ OTHER OFFICERS 

1. Shri A. K. Roy, Chairman, Central Board of Revenue. 

2. Shri V. V. Chari, MemLer, Central Board of Revenue. 

3. Shri K. S. Sundara Rajan, Member, Central Board of Revenue. 

4. Shri N. H. Naqvi, Secre:ury, Central Board of Revenue. 

SECRETARIAT 

Shri P. K. Patnaik, Under Secretary. 

2. The committee resumed clause by clause consideration of the 
Bill. 

3. Clause 2 (Continued). 

Item (n) .-The following Government amendment· was accept-
ed:-

In page 2, lines 34-35, omit the following:-

"before the commencement of that assessment year". 

New item (o) .-The following Government amendment was 
accepted:-

In page 2, line 35, add.-

" (o) 'Taxable expenditure' means the total expenditure of 
an assessee liable to tax under this Act". 

The clause as amended was adopted. · 

4. Clauses 3 to 6.-These clauses were held over. 

5. Clause 7.-The clause was adopted without any amendment. 

6. Clause 8.-The following G·overnment amendments were 
'ICCepted:-

(i) In page 5, line 15,-

after "such areas" insert "or such persons". 

(ii) In page 5, line 17,-

after. "the same area" insert "or the same persons". 

The clause as amended was agopted. 

7. Clause 9.-The following Government amendments were 
accepted:-

(i) In page 5, line 24,-

after "such areas", insert "or such persons"; 



(ii) In page 5, line 27,-

after "the same area" insert "or the same pers()ns". 

Thz clause as amended was adopted. , 

8. Clause 10.-The :allowing Government amendments were 
uccepted: --

(i) In page 5, line 35,-

after "such areas", insert "or suCh persons". 

(ii) In page 5, line 39,-

after "area", insert "or the same persons". 

The clause as amended was adopted. 

9. Clauses 11 and 12.-These clauses were adopted without any 
amendment. 

· 10. Clause 13.-The following Government amendment was 
acPepted:-

In page 6, line 20,-

foJ· "is satisfied", substitute "is of the opinion". 

The clause as amended was adopted . 

• 11. Clause 14.-The clause was adopted without any amend-
ment. 

12. Clause 15.-The following Government amendment was 
accepted:-

In pag·e 7, lines 17 and 18,-

for "may serve on any person, whether he has made a return or 

not", substitute,- I 

"may serve on any person who has made a return under sub­
section (1) of section 13 or upon whom a notice has 
been served under sub-section (2) of that section". 

The clause-as amended was adopted. _ 

13. Clause 16.-The ·following Government amendments were 
accepted:-

(i) In page 7, for line 41, after "at any time", insert­
"within 8 years"; 

(ii) Jn page 7, line 42,-

for "six", substitute "four". 

The clause as amended was adopted. 
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14. Clause 17.-The following Government amendments were 
accepted:-

(i) In page 8, line 6,-

for "if the Expenditure-tax Officer is satisfied that any 
person", substitute "If the Expenditure-tax Officer, 
Appellate Assistant Commissioner, Commissioner or 
Appellate Tribunal in the course of any proceedings 
under this Act is satisfied that any person". 

(ii) In page 8, line 15,-'-

for "he may" substitute "he or it may" .. 

The clause as amended was adopted. 

15. Clause 18.-The following Government runendments were 
accepted:-

(i) In page 10, line 4, after "section 19" insert "or", and after 

for "tax", substitute "sum". 

(ii) In page 9, line 15,-

for "section 14" substitute "section 13, section 14 and 
section 16". 

The clause as amended was adopted. 

16. ·Clause 19.-The following Government amendment was 
accepted:-

In page 9, lines 21 and 22,-

. for "such partition has taken place, he shall", substitute "the 
joint family property has been partitioned as a whole among the 
various members or groups of members in definite portions, he shall 
record an order to that effect and". 

The clause as all?-ended was adopted. 
17. Clause 20.-The following Government amendments were 

accepted:-
(i) In page 10, line 4, after "section 19" insert "or", and after 

line 4, insert:-

" (f) objecting to any penalty imposed by the Expenditure-tax 
Officer under the provisions of sub-section (1) of sec­
tion 46 of the Income-tax Act as applied under sec­
tion 29 for the purpose of expenditure-tax;". 

(ii) In page 10, for lines 21 and 22, substitute:-

" (5) In disposing of .an appeal, the Appellate Assistant Com­
missioner may pass such order as he thinks fit which 
may include an order enhancing the assessment or 
penalty". 
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(iii) In page 10,-

for the lines 18-20, substitute,-

( 4) The Appellate Assistant Commissioner may-

( a) at the hearing of an appeal, allow an appellant to go 
into any ground of appeal not specified in the ground 
of appeal; 

(b) before disposing of an appeal make such further inquiry 
as he thinks fit or cause further inquiry to be made by 

the Expenditure-tax Officer. 

The clause as amended was adopted. 

18. Clause 21.-The following Government amendment was 
accepted:-

In page 10, after line 38, insert:-

" (2A) The Tribunal may admit an appeal after the expiry 
of the sixty days referred to in sub-sections (1) and (2) 
if it is satisfied that there was 'sufficient cause for not 
presenting it within that period." 

The clause as amended was adopted. 

19. Clause 22.-The following Government amendment was 
adopted:-

In page 11, for lines 16 to 26, substitute:-

Power of Commissioner to revise orders of Expenditure-tax 
Officers 

"22 (1) The Commissioner may, either of his own motion or on 
application made by an assessee in this behalf, call for the record 
of any proceeding under this Act in which an order has been passed 
by· any authority subordinate to him, and may make such inquiry 
or cause such inquiry to be made and, subject to the provisions o! 
this Act, pass such order thereon, not being an order prejudicial to 
the assessee, as the Commissioner thinks fit: 

Provided that the Commissioner shall not revise any order 
under this sub-section in any case--

(a) where an appeal against the order lies to the Appellate 
Assistant Commissioner or to the Appellate Tribunal, 
the time within which such appeal can be made has not 
expired or the assessee has not waived his right of 
appeal to the Appellate Tribunal; 

(b) Where the order is the subject of an appeal 
Appellate Assistant Commissioner or the 
Tribunal; 

before the 
Appellate 
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(c) Where the application is made by the assessee for such 

revision unless-

(i) the application is accompanied by a fee of twenty-five 
rupees; 

(ii) the application is made within one year from the date 
of the order sought to be revised or within such fur­
ther period as the Commissioner may think fit to 
allow on being satisfied that the assessee was prevent­
ed by sufficient cause from making the application 
within that period; and 

(d). where the order is sought to be revised by the Commis­
sioner of his own motion, if such order is made more 
than one year previously . 

. 
Explanation: For the purposes of this sub-section:-

(a) the Appellate Assistant Commissioner shall be deemed 
to be an authority subordinate to the Commissioner; 
and 

(b) an order by the Commissioner declining to interfere shall 
be deemed not to be an order prejudicial to the asses­
see. 

(2) Without prejudice to the provisions contained in sub-section 
(1), the Commissioner may call for and examine the record of any 
proceeding under this Act and if he considers that any order passed 
therein by an Expenditure-tax Officer is erroneous in so far as. it 
is prejudicial to the·interests of revenue, he may, after giving to the 
11ssessee an opportunity of being heard, and after making or causing 
to be made· such inquiry as he deems necessary, pass such order 
thereon as the circumstances of the case justify, including an order 
enhancing or modifying the assessment and directing a fresh assess­
ment. 

' (3) No order shall be made under sub-section (2) after the ex­
piry of two years from the date. of the order sought to be revised." 

20. Clause 23.-The following Government amendment was ac­
cepted:-

In page 11, for lines 34--36 substitute-

~· (3) 

.· 

The provisions of sub-sections (2A) and ( 4) to (6) 
inclusive of section 21 shall apply in relation to any 
appeal under this section as they apply in relation 
to ·any appeal under that section." · 

'fhe clause as amended was adopted. 
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21. Clause 24.-The following Government amendments were 
accepted:-

(i) In page 12, after line 43, add-

" (7) Where the amount of any assessment is reduced as a 
result of any reference to the High Court, the amount, 
if any, overpaid as expenditure tax shall be refunded 
with such interest as the Commissioner may allow, 
unless the High Court, on intimation given by the 
Commissioner within thirty days of the result of such 
reference that he intends to ask for leave to appeal 
to the Supreme Court, makes an order authorising 
the Commissioner to postpone payment of such re­
fund until the disposal of the appeal in the Supreme 
Court." 

(ii) In page 13, re-number sub-clauses "(7) and (8) of 
clause 24 as sub-clauses (8) and (9) ." 

The clause as amended was adopted. 

22. Clauses 25 to 28.-These clauses were adopted without any 
amendment. 

23. Clause 29.-The following Government amendment was 
accepted:-

In page 14, line 6, after "section 46", inserr,-
"and section 47"; and in lines 7 and 8, for "expenditure­

tax instead of to income-tax", substitute "expendi­
ture-tax and sums imposed by way of penalty under 
this Act instead of to income-tax and sums imposed 
by way of penalty under that Act". 

The clause as amended was adopted. 

24. Clause 30.-This clause was adopted without any amend­
ment. 

25. Clause 31.-The following Government amendment was ac­
cepted:-

In page 14, after line 30, insert:-

"(c) to furnish within the time specified any statement or 
information which such person is bound to furnish 
to the Expendi~e-tax Officer under section 33;". 

The clause as amended was adopted. 

26. Clause 32.-The clause was adopted without any amendment.. 
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27. Clause 33.-The following Government a!llendment was ac­

cepted:-

In page 15, after line 32, add-

"Provided that no legal practitioner shall be bound to 
furnish any statement or information under this sec­
tion based on any professional communications made 
to him otherwise than as permitted by section 126 of 
the Indian Evidence Act, 1872." 

The clause as amended was adopted. 

28. Clauses 34 to 37.-These clauses were adopted without any 
amendment. 

29. Clause 38.-The following Government amendment was ac­
c~pted:-

In page 16, line 23, omit-

"save as otherwise provided in this Act;". 

The clause as amended was adopted. 

30. Clause 39.-The following Government amendment w~ G ac­
cept"ed:-

In page 16, line 34, after "chartered accountant", add-

"or any other person having such qualifications as may be 
prescribed." 

The clause as amended was adopted. 

3l.·Clause 40.-The clause was adopted without any amendment. 

32. The Committee rose at 10-40 A.M. and re-assembled at 3-30 
P.M. 

33. Clause 3.-The Committee held a general discussion on the 
Proviso to this clause. In particular, the following points were con-
sidered:- .. ,,.,. c'!'f' .... 1 

. · .. ~! ... l 
(i) whether the Proviso should be adopted as it is; 

(ii) whether it should be amended to read as follows:-

"Provided that no expenditure-tax shall be payable by an 
assessee for any assessment year if his income from 
all sources during the relevant previous year as 
reduced ~y the amoun~ taxes to which such income 
may be liable under any other law for the time heing 
in force, does not exceed Rs. 36,000."; 

(iii) whether it should be omitted; 
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(iv) whether the limit referred to in item (ii) above should 
be reduced to Rs. 18,000 including all allowances, per­
quisites and other items of similar nature. 

The Chairman pointed "out to the Committee that the moving of 
any amendments which widened the area of taxation proposed in 
the Bill would require the recommendation of the President under 
article 117 (1) of the Constitution. 

The discussion on the Proviso was concluded but decision was 
held over till the next sitting. 

The following Government amendment was accepted:­

·ln page 3, after line 6, add,-
"3 (2) For the removal of doubts, it is hereby declared that 

nothing contained in this Act shall require the inclu­
sion in the taxable expenditure of an assessee for 
any year of expenditure for the spending or disbursing 
of which a liability has already been incurred and 
which has been included in the taxable expenditure 
for any earlier year." 

34. Clause 4.-The following Government amendment substitut­
Ing a revised clause for the original clause 4 was moved after ob­
taini,ng the recommendation of the President under article 117 (1) 
of the Constitution and was considered:-

"4. Unless otherwise provided in section 5, the following 
amounts shall be included in computing the expenditure 
of an assessee liable to tax under this Act, namely:-

(i) any expenditure incurred, whether directly or indirectly 
by any person other than the assessee in respect of 
any obligation or personal requirement of the assessee 
or any of his dependants which, but for the expendi­
ture having been incurred by that other person, would. 
have been incurred by the assessee, to the extent to 
which the amount of all such expenditure in the aggre­
gate exceeds Rs. 5,000 in any year; 

(ii) any expenditure incurred by any dependant of the asses­
see out of any gift, donation or settlement on trust or 
out of any other source made or created for the benefit 
of the dependant by the assessee, whether directly or 
indirectly. 

Explanation.-For the removal of doubts it · is hereby declared 
that nothing contained in this section shall be deemed to require 
the inclusion in the expenditure of an assessee, of any expenditure 
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incurred by any other person on behalf of the assessee, 'which 1s of 
a petty, trivial or inconsequential nature." 

It was decided that in item (ii) above after "any dependant of 
the assessee" the words "for the benefit of the assessee" might be 
inserted. 

It was also decided that in the Explanation, for "any other 
person on behalf of the assessee", the words "any other person for 
or on behalf of the assessee" might be substituted. 

It was further decided that in the Explanation, for the words 
"which is of a petty, trivial or inconsequential nature" the words 
"which is of a customary or inconsequential nature" might be 
substituted. 

The draftsman was directed to examine these amendments. 

35. Clause 5.-The following revised clause, proposed by Govern• 
'rnent in substitution of the original clause 5 was considered:-

"5. No expenditure tax shall be payable under this Act in reS· 
pect of any such expenditure as is referred to in the 
following clauses, such expenditure shall not be included 
in the taxable expenditure of an assessee:-

(a) any expenditure, whether in the nature of revenue 
expenditure or capital expenditure, incurred by the 
assessee wholly and exclusively for the purpose of the 
business, profession, ·vocation or occupation carried on 
by him or for the ·_purpose of earning income from any 
other sources; 

(b) any expenditure incurred by the assessee, . or on his 
behalf by his employer, wholly and necessarily in con­
nection with the discharge of duties arising out of the 
assessee's employment; 

(c) any expenditure incurred by or on behalf of the assessee 
wholly and necessarily in connection with the discharge 
of any duties assigned to him by the Government; 

(d) any expenditure incurred on behalf of the assessee by 
way of any such passage concessions as are referred to 
in clause. (via) of sub-section (3) of section 4 of the 
Income-tax Act; 

(e) any expenditure incurred by the assessee in connection 
with the acquisition of any immovable property ·or in 
the construction, repair, maintenance or improvement 
of any immovable property belonging to him; 
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(f) any expenditure incurred by the assessee by way of 
investment in deposits, loans, shares and securities. or 
in bullion, precious stones or jewellery; 

(g) subject to such rules as the Central Government may 
make in this behalf, any expenditure incurred by the 
assessee in the purchase of products of any cottage 
industry in India or any work of Art; 

(h) any expenditure incurred by the assessee by way of 
contribution as capital to a firm or other association of 
persons in consideration of a share in the profits of the 
firm or a~sociation; 

(i) any expenditure incurred by the assessee by way of 
repayment of loan or other borrowing, or by way of 
payment of interest thereon, not being interest on any 
loan or other borrowing utilised for incurring expendi­
ture liable to tax under this Act; 

(j) any expenditure incurred by the assessee in 
any gift, donation or settlement on trust or 
for the benefit of any other person; 

respect of 
otherwise 

(k) any expenditure incurred by the assessee for paying 
lJremiums in respect of any policy of insurance on the 
life of the assessee or of any of his dependantii or for 
the education or marriage of any of his dependants or 
in respect of any health, accident or disability policy 
of insurance relating to him or any of his dependants; 

(1) any expenditure incurred by the assessee in the pur­
chase or maintenance of livestock; 

(m) any expenditure incurred by the assessee for any public 
purpose of a charitable or religious nature in India; 

(n) any expenditure incurred by the assessee out of any 
allowance in the nature of an entertainment allowance 
referred to in clause (ii) of sub-section (2) of section 7 
of the Income-tax Act in respect of which income-tax 
is not payable; 

(o) any expenditure incurred outside India-

(i) from any source, by an assessee who is not a citizen of 
India and is not resident in India; 

(ii) from any income or capital accrued or realised outside 
India by an assessee who is not a citizen of India but 
is resid~nt in India or, being a citizen of India, is not 
resident in India. ' 
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Explanation:-For the purpose of this clause, a person shall be 
deemed to be not resident in India if in respect of the 

corresponding assessment year he is not resident in India 
within the meaning of the Income-tax Act; 

(p) any expenditur~ incurred by way of contribution to a 
provident, thrift or superannuation fund; 

(q) any expenditure, not being personal expenditure, incur­
red by the assessee out of the sums, if any, guaranteed 
or assured by the Central Government as his privy 
purse for meeting any expenses in respect of-

(i) the maintenance of any member of his retinue and the 
payment of salaries, allowances and pensions to mem­
bers of his staff or to persons who have retired from 
his service; 

(ii) the maintenance of any one building declared by the 
Central Government as his official residence under 
paragraph 13 of the Merged States (Taxation ConcesC: 
sions) Order, 1949 or paragraph 15 of the Part B 
States (Taxation Concessions) Order, 1950; 

(iii) the maintenance of any conveyance or animals for 
official purposes; 

(iv) the maintenance of any relatives dependant on him for 
maintenance; 

(v) the performance of any official ceremonies; 
which expenses, having regard to the status of the 
assessee or to the practice of the family to which the 
assessee belongs, have to be or are being incurred by 
him and are in the opinion of the Expenditure Tax 
Officer, reasonable; 

I 

Provided that the expenditure Tax Officer shall not fix the 
amount of such expenditure without the previous 
approval of the Commissioner. 

(r) any expenditure incurred by the assessee in connection 
with any election for any legislative, municipal or other 
public authority in India for which the assessee is a 
candidate, to the extent to which such expenditure is 
not in excess of the limits, if any, fixed under any law 
for the time being in force relating to such elections;". · 

With reference to item (k) above, it was suggested that it should 
also include payments of premiums of policies covering loss of pro­
perty (excluding aircraft and motor-cars) by fire and theft. 



The draftsman was directed to recast the item accordingly. 

Discussion on the clause was not concluded. 

36. The Committee then adjourned to meet again at 5-30 P.M. 

on Friday, the 23rd August, 1957. 
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Eleventh Sitting 

The Committee met from 5-30 P.M. to 6-30 P.M. on Friday, the 
23rd August, 1957. 

PRESENT 

Shri Asoke K. Sen-Chairman 

MEMBERS 

2. Shri R. Jagannath Rao 

3. Shri Narendrabhai Nathwani 

4. Shri Shivram Rango Rane 

5. Shri Anand Chandra Joshi 

6. Shri G. S. Musafir 

7. Shri G. D. Somani 

8. Shri Radheshyam Ramkumar Morarka 
9. Shri Feroze Gandhi 

10. Shri C. D. Pande 
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SECRETARIAT 

Shri P. K. Patnaik, Under Secretary. 

2. The Committee resumed. clause by clause consideration of the 
Bill. . 1 

3. Clause 5 (Continued).-In the revised clause, proposed by 
Government in substitution of original clause 5, consideration of 
which had been taken up on 22-8-1957, the following Government 
amendments were acc«;!pted:-

Item (j). 

After "by the assessee' insert "by way of 01 ", 

Item (k). 

for item (k), substitute:-

"(k) any expenditure incurred by the assesseee for paying 
premiums in respect of any policy of insurance-

(!) on the life of the assessee or any of his dependants; or 

(ii) for the education or marriage of any of his dependants; 
or 

(iii) for insuring the health of the assessee or covering any 
accident which may befall him or any disability to 
which he may become subiect; or 

(iv) covering any property (other than aircraft, motor 
vehicles or other transport vehicles) a&ainst loss or 
damage due to fire or theft;" 

Item (o). 

for item (o), substlitute:-

" (o) any expenditure incurred by an assessee outside India­

(i) from any source, by an assessee who is not a citizen 
of India 11nd is not resident in India; 

(ii) from any income or capital accrued or realised outside 
India by an assessee who is not a citizen of India but 
is resident in India or, being citizen of India or a 
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Hindu undivided family is not resident or not ordi­
narily resident in India. 

Explanal~on:-For the purposes of this clause, an in~ividual 
or a Hindu undivided family shall be deemed to be not resident or 
not ordinarily resident in India during any year, if in respect of 
the corresponding assessment year he or it, as the case may be, is 
not resident or not ordinarily resident in India within the meaning 
of the Income-tax Act. 

Item (r). 

for item (r), substitute:-

" (r) any expenditure incurred by the assessee or any of his 
dependants, and where the assessee is a Hindu undivid­
ed family by any member of the family, for seeking 
election to any legislative, municipal or other public 
authority in India, to the extent to which such expendi­
ture is not in excess of the limits, if any, fixed under 
any law for the time being in force relating to. such 
elections". 

The clause as amended was adopted. 

4. Clause 3.-The following Government amendment was moved 
after obtaining the recommendation of the President under article 
117 (1) of the Constitution: 

In page 3, for the lines 3-6, substitute:-

"Provided that no expenditure-tax shall be payable by an 
assessee for any assessment year if his income from all 
sources during the relevant previous year· as reduced 
by the amount of taxes to which such income may be 
liable under any other law for the time being in force, 
does not exceed rupees thirty six thousand. 

The amendment was accepted. 

With the special permission of the Chairman, an amendment to 
reduce the limit referred to in the proviso as amended above to 
rupees thirty thousand was moved by Shri N. C. Kasliwai subject 
to the recommendation of the President under article 117(1) of the 
Constitution. The amendment, however, was lost. 

The clause as amended was adopted. 

5. Clause 4.-The clause as amended at the previous sitting of 
the Committee was adopted. 
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6. Clause 6.-The following Government amendment substituting 
a revised clause for the original clause 6 was moved after obtaining 
the recommendation of the President under article 117(1) of the 
Constitution and was accepted:-

. "DeJucriont "6. (l)The taxable expenditure of an assessee for to be nHide 
any year shall be computed after making the in compu-

f II . d d . d tinA the o owmg e uct10ns an allowances, taxable ex-
namely:- pcndlfure." 

(a) any taxes, including the exp:mditure-tax 
payable under this Act, duties, cesses, rates 
or fees paid to the Government or a local 
authority, but not including-

(i) taxes or fees in respect of any conveyance or 
other movable asset intended for the per­
sonal use of the assessee or any of his 
dependants; 

(ii) customs duties on, or taxes on the purchase 
of, articles imported or purchased for the 
personal use of assessee or any of his 
dependants; 

(b) any expenditure lawfully incurred by the assessee in 
respect of any civil or criminal proceedings to which 
he is a party; 

(c) any expenditure incurred by the assessee:-

(i) if an individual, in respect of his own marriage or the 
marriage of any of his dependants, and 

(ii) if a Hindu Undivided Family, in respect of the 
marriage of the Karta or any other member of the 
Karta or any other member of the family. 

subject to a maximum of Rs. 5,000 in each case; 

(d) four-fifths of any 'expenditure incurred by way of capitai 
expenditure on the purchase of furniture and other 
household goods, motor-cars and other conveyances or 
any other article for the personal use of the assessee 
or any of his dependants: 

Provided that where a deduction as aforesaid is made, one-fifth 
of the said capital expenditure shall be deemed to be incurred by 
the assessee in each of the four y.,ars succeeding the previous year 
in which the expenditure was incurred and no deduction shall be 
made under this clause in tqe assessmeht for any succeeding year 
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in respect of expenditure so deemed tQ. have been incurred in any 
earlier year; 

(e) any expenditure incurred by the assessee on the main­
tenance of his parents. subject to the maximum of 
Rs. 4,000/-; 

(f) any expenditure incurred by the assessee--

(i) if an individual, in respect of his own medical treatment 
or any of his dependants or parents; and 

(ii) if a _Hindu Undivided Family, in respect of the medical 
treatment of the Karta or any other member of the 
family; 

subject to a maximum of Rs. 5,000. 

Provided that the assessee may carry forward to the next year 
and the year immediately following any portion of the said sum of 
Rs. 5,000/- unexpended during any year; 

Provided further that in the case of an assessee who immediately 
before the commencement of this Act has been incurring a higher 
expenditure on the medical treatment of himself or any of his 
dependants, the medical treatment of himself or any of his depend­
ants, the Expenditure-tax Officer may, in any of the five years com­
mencing from the 1st day of April, 1958, increase the allowance 
specified in this clause to such extent as he may think reasonable 
for that year, but so as not to exceed Rs. 20,000; 

(g) any expenditure incurred by the assessee in respect of 
the education of any one of his dependants and where 
the assessee is a Hindu Undivided Family, or any one 
other member of the family, in any country outside 
India, subject to a maximum of Rs. 8,000/- per year; 

(h) a basic allowance-

(i) where the assessee is an individual of Rs. 30,000; and 

(ii) whether the assessee is a Hindu Undivided Family of 
Rs. 30,000/-, in respect of the Karta and his wife and 
children, and a further allowance of Rs. 3,000/- for 
every additional 'Coparcener, provided that the basic 
allowance for the Hindu Undivided Family as a 
whole shall not exceed Rs. 60,000 in any case; 

(1) any expenditure incurred by the assessee in any country out­
side India in any case where he is not a citizen of India but a resident 



in India, to the extent to which such expenditure is not admissible 
under clause (c) or clause (e) or clause (f) or clause (g) subject 
to a maximum of Rs. 10,000. 

. (2) If the assessee claims on or before making a return for the 
assessment year commencing on the 1st day of April, 1958, that 
instead of the deductions permissible under clauses (b), (c), (d), 
(e), (f), (g), (h) and (i) of sub-section (1), the deductions and allow­
ances permissible in his case shall be determined having regard to 
his actual expenditure in the last three previous years immediately 
preceding the previous year relevant to the assessment year com­
mencing on the 1st day of April, 1958, then, notwithstanding 
anything contained in sub-section (1) for deductions and allowances 
permissible under the clauses aforesaid, there shall be allowed-

(a) a sum equal to. 75 per cent of the average annual expen­
diture of the assessee for the said three years computed 
after taking into account the exemptions mentioned 
in section 5 and the deductions permissible under 
clause (a) of section 6; or 

(b) Rs. 75,000/-, 

whichever is J.ess. 

(3) The limit of Rs. 75,000 referred to in sub-section (2) shall 
be progressively reduced by a sum of Rs. 5,000 every year com­
mencing from the assessment year ending on the 31st day of March, 
1960: 

Provided that this sub-section shall cease to apply to an assessee 
in relation to and from the year in which the progressive reduction, 
if allowed, would have .the effect of bringing the limit so reduced 
to a figure below the aggregate amount of the allowances and 
deductions permissible under clauses (b) to (i) inclusive of sub­
section (i) . 

. ( 4) If the assessee proves in any year that in respect of any 
sum out of which any expenditure incurred is chargeable to tax 
under this Act he has paid in any foreign country any tax under 
any law for the time being in force in that country relating to taxes 
on income, wealth or expenditure, he shall be entitled to a deduc­
tion from the expenditure chargeable to tax under this Act, of 
that portion of the tax paid in the foreign country as is attributable 
to the amount of such expenditure." 



7. New Clause 19A. 
A new clause as follows, proposed by Government· was 

adopted:-

"19A. (1) Where an assessee who is in receipt of sums guaran­
teed or assured by the Central Government as his privy purse 
applies to the Central Government in the prescribed manner and 
within the prescribed time for the settlement of the expenditure­
tax payable by him under this Act for any assessment year, then, 
notwithstanding any thing contained in Chapter IV, the Central 
Government may, having regard to the obligations which accord­
ing to the practice, usage or tradition of the family to which the 
assessee belongs have to be or are being discharged by him, assess 
the expenditure tax payable by him for the assessment year, to be 
such sum as to the Central Government appears proper. 

(2) Any order assessing any sum as being payable for any 
assessment year under sub-section (1) may, if the Central Govern­
ment so directs, have effect for any subsequent assessment year or 
years.". 

8. The Schedule. 

The Schedule was adopted without any amendment. 

9. Clause 1. The clause was adopted without any amendment. 

10. The Committee decided to consider the draft report at their · 
next sitting. 

11. The Committee then adjourned to meet again at 10 A.M. on 
Sunday, the 25th September, 1957. 



The Committee met from 10 A.M. to 10-15 A.M. on Sunday, the 
25th August, 1957. 
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