NAGAI DISTRICT CHAMBER OF COMMERCE AND INDUSTRY
GANDHIJI ROAD, MAYILADUTHURAI-600 901.
To
The Chairman, 
CBDT,
New Delhi.

Sir,
Sub: Request for issue of circular in the public interest- 
         -For Increasing the voluntary compliance and rationalization -reg.

		Ref: Section 40 a 1a of the Income tax Act. 
					*********
     We request your good office to kindly issue a circular on the following matters in the public interest. 
‘Voluntary compliance’ is the best way of implementing the income tax Act. We have suggested some measures to improve the voluntary compliance levels. It is essential to rationalize the TDS law to ensure high level of acceptance and complacence by all people. Therefore, we request your good self to instruct subordinates of the Board under section 119 of the income tax Act 1961 on the following matters.
Issue-1
Tax Deductors incentive scheme.
Statement of reasons:
1. Rationalization of TDS Law:
An assessee making any payment must deduct tax (where ever applicable) and remit the same to central Government. 
Deductor is employed as the agent of the income tax department for the collection of tax. 
Deductors do not get any compensation for his services and responsibilities. The Department keep on adding the “scope of services “and responsibilities of the Deductors. 
Deductor may miss to do the tax deduction on the honest belief that tax is not deductable, on the   particular transaction. Or
The A.O. may take a wrong view that the assessee is liable to deduct tax. On these situations also, sec.40 (a)(1a) disallowance are made. Though, punishing   an innocent person is not permissible under Indian Law. The Deductor bears a huge responsibility.



2. Constitution of India empowers Central Government to collect taxes. But, it does not empower to extract work from the citizen of India without compensating for the same. Tax collection is the work of Income tax department. Central Government does not have a Locus standi to extract the work from Deductors without a system to compensate the Deductors for their work done. 
Father of our nation, has stated that “getting the work without paying for is labour theft”. The deductor functions like a Tax recovery officers. He recovers the tax liability some other person. In the public opinion, slaves are those who have to do the work and cannot get compensation for the work done. The deductor’s status is similar to that of a slave.
Every Tax deductor is liable to do the following works.
Deducting Tax, payment in govt A/c, Accounting same, record keeping, safe keeping of money, etds return filings, work relating to TDS assessment, TDS certificate issue and so on. Deductors are happy to help the dept. But they want the C.G not to be labour thief. 
Honorable Supreme Court also stated that govt is a robbery enterprise, if it set aside justice.(AIR 1974 SC 130)Dilbagh red jerry Vs. UOl and kerala  HC in PP.Abubecker Vs Uol. (AIR 1972 Ker. 103)
[bookmark: _GoBack] No ITO is working free for the Nation. Wrong Tax administration also leads to losing the good “Government&citizen” relationship. Now, Citizen of India is treated as slaves of Income Tax Dept.
Only if there is compensation scheme for the work done by the Deductors, responsibility can be fixed.
Important points of the suggested scheme:
Suggested Quantum of incentive:
Under this suggested scheme, Deductors may be allowed a tax credit of the least of the following.
1) Rs.50/- per deductee record- per quarter.
(Banks charge Rs.45 per Transaction from the Income tax Department)
       2) Max Rs.1000/- per quarter per Tax Deduction Account Number.
       3) 2% of the tax deducted &paid to Government A/C.
Suggested Conditions
1) Etds return should have been filed without any default and in time.
2) If the Incentive tax credit is less than Rs.100/-per quarter it will be ignored.







Issue-2 
The tax effect of Sec. 40(a)(1a) shall be restricted to Total income of relevant previous year.
Sec.40 (a) 1a .disallowance does not have any maximum limit at present. Fixing the limit is essential to keep the section as a valid law.
The maximum tax effect of sec.40 (a), (1a) shall be limited to the Total Income of the Assessee. (Before addition u/s.40 (a)(1a).

Income is the source. 
 Tax there on is the Application.
Tax effect of sec.40 (a) (1a) disallowance can go only up to the income of the assesse.
Taking the entire income of the assesse as tax is possible. Beyond, that it is impossible.
It would be like extracting something from vacuum.
Impossible cannot be the law.
There cannot be a law saying that “all vehicles should run even though there is no fuel in fuel tank of the vehicle”. Another example would be “all pens should write even though there is no ink in it”. Similar is the sec.40 (a) (1a) case. 
A person should pay tax, even though he does not have income sufficient to pay tax. 

Issue-3
When the Assessee paid the TDS amount, after 40(a)(1a) disallowance, and then closed his business,  in such situation expenses disallowed cannot be claimed in any subsequent year.
Hence, to the extent of tax paid by the assessee, because of 40 (a) (1a) disallowance shall be refunded. 
We hope that, the above said inputs would be useful for the fair implementation of income tax Act. We request your good office to kindly do the needful.

Thanking you,
Yours faithfully,

N.Kothandaraman
(Secretary)



Annexure-1
1. Controller and Auditor General of India have audit objection on the huge volume of “interest on Refunds”. 
2. The Direct Tax administration is under the duty to address this audit objection. 
-income tax refund data as per C&AG Report.
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3. Refund arises because of the “excess Deduction of tax.”
4. The high volume of interest on refunds is the indicator of the improper TDS law & improper implementation of TDS law. 
5. Excess deduction of Tax arises because of the following reasons-
Business people are frightened by disproportionately excessive powers granted to Tax administration.
[Without any responsibilities on the rights of the Assessees].
It is a public comment that the assessing officers  functions as assassinating officers.
 Assessees are assarainated economically using Tax Danger source of law.  
Consequently, Business people deduct tax even though there is no TDS liability. Further, if 1% is deductable as per the law, people deduct 10% to be the safer side. They fear that the officers may take a view in such manner. It is over implementation of TDS law. It makes the people to suffer.
 People get aversion on the I.T Department. 
The officers sometimes get a good C.R by raising wrongful demands. But, the government gets the bad C.R from the people. 
The use of huge public funds (nearly Rs.13000 crores) “for compensating the improper function 
of tax administration”(interest on Refunds) is not only the objection of C&AG. But it is objected by every citizen.  

image4.emf

image1.emf

image2.emf

image3.emf

