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| • sTAiBua-r of im phobum," £ ^
€K Experience is the best teacher* The experience of
g our taxation policy administration since its inception 
Js as a tool in taping revenue to the govt*on the one hand 
5 and as measure of aehlving seeialistic pattern of society 

on the otheryexposes number of inconsistancies (ineffective) 
g in mahing the tax law ineffective*

The opinions of eminent Economist on Indian Tax ;
$ structure will give us a rationality of taxation policy* j
iS prof.Koldar says” The present system of Direct Taxation ]
*5 in India is both inefficient and inequitable* It is in ]
g equitable because the present base of taxation i.e., income ;
g defined in law is defective ?nd Is capable of being !
? wanupolated by certain classes of tax payers. It is •

inefficient because of the possibility of largesc&le evasion • 
on aeecuet of the Halted ir,formation famished by tax ;

g payers and on account of the h absence of any comprehensive j
g reporting system of property transactions and property income. j
|§ Koldar states that an effective tax system should be based:

on the principle of equity, Economic effect and administrative ^ 
g efficiency* j

§ teiwuc AccoBsrs coMtomu \
ft j
g The adverse comment of the public accounts committee j
jft in its 3^th report placed before the parlisent reveals i
ift the short comiag of oept.and the comber some nature of jj
§ illdrafted tax la*1® many amendments made over the years J
S to the direct tax laws have rendered them “Onerous and '*
S incomprehensible and the job of assessing officers 5
| exceedingly difficult* It has charged that the drafting %
S of the tax law was faulty in the first place, thus a
8 necessiating the amendsents which have proved to be an i
| exearelse in futility* J!
ft M
ft Oontd.........  3
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It further points out that mere then one-third of 
the income tax departments effort Is frittered away in 
dealing with ineffective eases,yi elding harder any revenue*

Secondly there has been a mounting pendency of 
assessments and dealys in finalisation of cases* Thirdly 
there is lack of co-ordination between income tax and 
wealth tax assessments*

Shri*A*C*Samphath Iyengar has rightly dscrid the 
Direct tax laws in India on the grounds of quality,nature, 
rationality, equitableness and properiety.

Sbri*Mera4± Desol the farmer ^rime Minister of 
India and renewed Finance Minister else expressed the 
effectiveness of the tax adsizi±stration,fren m Insider 
point of view "The administration many times considers 
only the convenience with which It can function nnd function 
in such a way that it Is not to be blamed...*"*

lie asaainistraticn must run smoothly ?nd conveniently*
But the convenience must not be of m individual officer 
end not at the cost of convenience of people* This view 
has also been supported by Direct Tax administration 

?| enquiry committee*

3r The eminent jurist .T.c-shaU and Ui*0*0hagla hawwt
aped locally pointed r. at the temporary and teuxuoos 

^ nature of amen&Hints to tax laws made frequently, as & 
g result of which the litigation have been increased putting 
^ pore burden on the Indi?® judges*
^ In & netcell following points reveal defects in our
|| taxs tlen*

35 « The amendment* have been ni«eroas,llldrafted,
g ill-co-ordinated with other sections of the Act or other types
g of taxes* This has resulted in confusion and Disorder*
}§j Gcntd. • • •
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|| for the tax payer's tax gatherers and tax advlcers over- 
$ burdened tlia coart of law*
§ 2) The tax laws ara unscientific and inefficient and
jjj? do not confim to the earasas of taxation* Those who Bust 

af pay tax wrs sot nec*£sarly brought under its pervlew,
3 cases of arbitral* and Blscrininatory taxation are not 
g avoided. Thereby great paver is vested t® the bemerssy 
g which is not always noted for its consistency ,efficiency.
§ 3) ISftdt ft^yjJSgy ,6hs»tt£» and arbitrary,

3 have becone a closed booh to the cossien mm vhc Is the tax 
*k payer, unless he can under at and the r tlonolity behind tha 

taxation ha cannot feel happy or at ease in his sted »;ille 
g paying taxes as part of bis duty as a citizen. Tha tax 
g lav tharafora,Bust be Bade staple and rational in tha light 

of the eanmns of taxation.

jEBTO&ig of rdE S Tuar>
1) The previsions of incose taxation as?* :uii»cnslgt*nt to 
objects of taxation as a tool of fiscal policy.

2) previsions extending exemptions of certain incomes 
are inconsistent, and ineffective to the objectives of 
taxation and not in ccnfinlty with canons.

Based on the above cited problsai and igynothosls the 
present study is under taken with the following Alas and 
objectives#

muLm&ziM^mjm
A Critical axaBination of exceptions under section 10 
of I.l.Act 1961.
Analytical stuc^f cf agricultural ir.ee®© and exploring 
the possibilities of bringing agricultural income under 
incoae tax which is completely exeBpted at present fr«B 
XnceBe Tax.
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*| 3• To make suggestions on findings of the above study#
g in making the exemptions more effective in rationalising
*ji the scheme of exemptions.

Method of Studyi
The study is mainly based on the bare provisions 

^ of Income Tax Act 1961. relevant Income Tax Rules along
lav

with judicial pronouncement# literature# etc# Wherever 
H necessary.

Judicial decisions and relevant literature concerning 
fiscal and economic subjects and also personal discussions 

|| with tax officers, consultants# economists and industrialist^
|| since the entire research is conducted with the available 4g
^ \^/ literature the scope is confined to library research.

Limit at ions of studyi ••
^ X) The Scope of the study is confined to only income

totally exempted under section 10 though there are other 
^ income exempted under section 11 to 13., which are not

covered under this study.

££ 2) also in section 10 although various sections relating
^ exertions have been discussed a major eophasis is given

on exemotions relating to agricultural income.$

^ 3) The Present study confines to the statutory provisions
S
ft frrrangmant of Chapters?
^ k) The chapters in the dissertation are arranged as follow^

1. First chapter is an introduction to the problem
^ and refers to the objectives of the study# method of study#

limitations of study and at rangment of charters.

2. second chapter deals with "Historical background 
of Income tax# cannons of taxation# as an instrument of

jg fiscal policy# objectives and principles of taxation and
|| an ideal tax system.
*1 Conti...
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3. Third chapter deals with the meaning# the nature 
the significance and related sections of exemptions, 
deductions and rebate.

4. Fourth chapter is sub-divided into three parts 
under fc.B. St C. Bare port of provisions of exempt ions \i/» 

10, are peproduced in part *h*. Part B deals with a 
critical examination of exemptions u/s.10., and part C 
deals with an analytical study of agricultural income with 
reference to supreme court cases.

5. Fifth chapter is concluding chapter reflecting 
observations, suggestions and conclusions.
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