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SELECT COMMITTEE ON THE DELHI AND AJMER RENT
CONTROL BILL, 1951.

Record of Evidence taken before the Select Committee on the Delh#
and Ajmer Rent Control Bill, 1951 at New Delhi,

Tuesday, the 28th August, 1951 at 3 p.M.

Present:

Pandit Thakur Das Bhargava (Chairman).

The Honourable Shri N. V. Gadgil (Minister-in-Charge).
Shri B. Shiva Rao.

Shri S. N, Buragohain,

Pandit Mukut Bihari Lal Bhargava.

Shri Deshbandhu Gupta,

Shri Indra Vidyavachaspati.

Master Nand Lal. ,

Lala Achint Ram. | >

ohri Ram Sahai Tewari.

Shri Gokulbhai Daulatram Bhatt.
Shri R. K. Sidhva.

Shri S. Ranganathan, Joint Secretary, Ministry of Works, Produc.-
tion and Supply was present at the meeting,

ohri R. S. Sarkar, Additional Draftsman, Ministry of Law was also
present.

WITNESSES EXAMINED
The Karol Bagh House Owners’ Association.

Spokesmen:
(1) Shri Raj Kanwar.
(2) Shri A. N. Datra.

(3) Shri Nihal Chand.
3862 P.S.



Mr. Chairman (Pandit Thakur Das Bhargava): We would like to

know if any of your associations have something more to say than
what is put down in the memoranda.

Shri Raj Kanwar: Our ﬁrst contention is that the Act should be in
force for a definite period.

Mr. Chairman: For how many years?
Shri Raj Kanwar: Say. for three years.

A penalty should be provided in case the tenant does not make

the necessary deposit in the first year. At present there is no penalty
attached. :

. Shri G. B. Bhatt: What is their idea in putting a time-limit on the
period of the Act?

The Hon’ble Shri N. V. Gadgil: The idea is that there should be
freedom of contract between the landlord and the tenant.

Shri Shiva Rao:; Is there any such time-limit in 1_:-1‘1e- Bombay or
Calcutta Acts.

Mr. Chairman: Previously we also had time-limit. Since the condi- -
tions obtaining now appear to be more or less permanent, this
measure has been brought forward in its present form.. But we have

made provision that at any time there is justification for the with-
drawal of the measure it will be withdrawn.

Shri Raj Kanwar: Clause 5: Receipt of rent in advance exceeding
one month should not be considered unlawful, as very often tenants
and intending tenants want the landlord to make some additions to
the premises, or to undertake some construction to suit their require-
ments and are prepared to advance necessary funds for the purpose.

There is no reason why receipt of such amounts should be consi-
dered unlawful.

Shri Ranganathan: Under the Bombay Act they permit such

advances being taken by the landlord in order to complete a build-
ing.

i

Mr. Chairman: When the tenancy is not in existence, how can it be
considered an advance?

" Clause 8(3)

Shri Raj Kunwar: When the tenant does not seek any remedy and
is satisfied with the existing conditions, there is no reason why a
court should go out of its way to interfere in the matter.
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What we mean to say is that a court on its own should not deter-
mine the standard rent. A court should only determine standard
rent on the application of the tenant and not on its own.

Shri B. Shiva Rao: Supposing, I am too poor to go to a court, but
the fact nevertheless comes to the notice of the court? -

The Hon’ble Shri N. V. Gadgil: He does not want the court to take
notice of it =

Shri Raj Kanwar: The Explanation to sub-clause (4) of clause 8

says that “For the purpose of this sub-section, the ‘cost of construc-
tion’ in respect of any premises includes the value of the land com-

prised in such premises.”

-.Our point is that for the word “value” the words “market value”
should be substituted.

Shri Nikal Chand: Suppose I had purchased the land ten years
back and its present market value is Rs. 200 a vard. There is no
reason why a land which has been purchased by me ‘about ten years
back should not be valued at Rs, 200 a yard now—when the value of
the rupee has gone down and all other costs have risen so much.

The Hon’ble Shri N. V. Gadgil: While determining the standard
rent, the value of the land is also taken into consideration along with
the cost of construction. Suppose you sell it to somebody tomorrow
at a high price, is the tenant to be subject to all these tfansactions
and pay at that rate? = :

Shri A. N. Datfa: Suppose I had purchased the land at Rs. 2 3 yard
originally and today its market value is Rs. 200 a yard. Suppose I
sell it at that rate and re-buy it. It will be at that rate.

The Hon’ble Shri N. V. Gadgil: As I understand, the value of the
land at the time when the building was constructed will be normally

taken into consideration. :

Shri Nihal Chand:
Shri A. N. Datta: J'

Shri Nihal Chand: Sub-clause (7) of clause 8 says:

That is our point. N

“In every case in which the court determines the standard rent
of any premises under this section, it shall appoint a
date from which the standard rent so determined shall
be deemed to have effect.”

The effect should be not from the date of occupation but from the
date of the application. | ‘
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The Hon’ble Shri N. V. Gadgil: It is left to the court to appoint a
date. You may have collected excessive rents. Then it must have
retrospective effect. Otherwise why should one go t6" the court at
all? Suppose the man was paying the rent quietly. Then it occurs
to him that it is very high-and he goes to the court. The court deter-
mines the standard rent and says that from a particular date it will
come Into existence. It may be from the date of application or it
may be before that, or it may be sometime after the date of filing
the application. The discretion is with the court. When it comes to

fixing the rent, the corollary equity will be taken into consideration
by it.

‘Shri Nihal Chand: But the contract arrived at should be obeyed
and respected. So far as the future is concerned it can control, not
about the past.

The Hon’ble Shri N. V. Gadgil: The object of standard rent is not
-merely to control future rent but to cofrect past irregularities also.

Shri Nihal Chaad: Let me submit one other reason also. Suppose
1 have recovered rent for three years from the tenant and the tenant
has filed an application for fixing of the rent. My difficulty is that I
have paid house-tax at the increased rate. Also Income-tax on that.
Suppose the court says that the standard rent recoverable will be
from the date of occupation, say, three years back. I have to refund
all that. But what about the house-tax and the Income-tax which I
have paid? ‘ :

The Hen’ble Shri N. V. Gadgil: That is a risk which vou take as a
conseguence of an act which is not fair. |

Shri Nihal Chand: At least that should also be taken into account
—that I have been subjected to the payment of house-tax and Income-
tax on those sums, and the thing which the landlord will save will be_

nothing. :

The Hon’bie Shri N. V. Gadgil: As regards what you have paid on

that basis to the municipality, that generally will be taken into consi-
deration by the court in ordering repayment.

Shri Nihal Chand: The court will not take it into consideration.

Tt will determine the standard rent and say it will come into effect
_ from such and such date.

The Hon’ble Shri N. V. Gadgil: I am sure no landlord will go un-
represented there. The lawyer of the landlord is bound to say that

he has paid so much. For that a rebate is bound to_be given.



Shri Nihal Chand: The court will not attach any importance to it.
I have been doing these cases and I can say that the court does not
attach any importance fo it.

Shri Shiva Rao: Does it follow from the wording of this section
that the court will necessarily give it retrospective effect? It merely
says “it shall appoint a date”. The court is bound to take into consi-
deration all the points.

Shri Nihal Chand: 'i‘he courts do not take them into consideration.

Shri Shiva Rao: I have greater confidence in the Judgment of a
court.

The Hon’ble Shri N. V. (GGadgil: What is your next point?

Shri Nihal Chand: Clause 9 dee;fs with the interim rent to be fixed

by the court. It is just possible that after the determination of the
rent, the agreed rent is the standard rent. Therefore to save the

landlord it is'better that the interim rent should be at the agreed rate.

The tenant will not lose in any manner because if the court comes
to the conclusion that the standard rent is much below the agreed
rent, then the tenant will get back the sum which he has overpaid. *

The Hon’ble Shri N. V. Gadgil: Suppose it is.the other way—if the
interim rent is less and the standard rent eventually is more. Then
the difference will be ordered to be made good. |

Shri Nihal Chand: The whole difficulty is that there are tenants

who are defaulters and we won’t be able to realise any money from

them.

The Hon’ble Shri N. V. Gadgil: There is no question of default
If the point you are making is that the rent on which the tenant
agreed to come in should be the interim rent, then there is no mean-

ing. This provision is intended for this purpose: in case the proceed- -

ings go on for a considerable time, there should be some relief imme-
diately both to the tenant and the landlord. Ordinarily such cases
should not go beyond three to four months after certain things are

standardised. But till those things are standardlsed some interim
arrangement is necessary.

You may proceed to your next point.

Shri Nikhal Chand: In clause 11 the limitation of six fnonths is

too much. In the last meeting it was suggested and it was, I think,
agreed upon that a limitation of three months is enough.

The Hon’ble Shri N. V. Gadgil: It is too small. Many of the
tenants do not know their rights. What is the harm? If you are a
creditor and I want that the limitation for bringing in a suit should

-
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be lessened from three years to two, you will say that it should be
increased from three years to four. It won't give any, relief if it is
three months from the cause of action.

Shri Nihal Chand: Our second objection is that so far as sub-clause
(c¢) is concerned it is redundant.

The Hon’ble Shri N. V. Gadgil: If anything is redundant we will
remove it. On that matter we will be guided by our draftsman.
You may give as your prima facte reactions.

Shri Raj Kanwar: The Proviso to this elause should be deleted.

The Hon’ble Shri N. V. Gadgil: There we follow the Limitation
Act.

. Mr. Chairman: Section 5 of the Limitation Act.
Shri Nihal Chand: That is so far as suits are concerned.
It does not apply here.

Mr. Chairman: In ex-parte decrees. This is only for the conveni-
ence of the parties. Otherwise all these things should have been
made into a suit. |

The Hon’ble Shri N. V. Gadgil: This helps the landlord and the
tenant equally.

Shri Raj Kanwar: The landlord 1.wnn’t be helped.

The Hon’ble Shri N. V. Gadgil: The landlords are few and
organised. The tenants are by their millions. Suppose for one
reason or other they fail to make the application and suppose they
satisfy the court as regards the sufficiency of the causes. I think you
will agree that the provision should be there.

Shri Raj Kanwar: That will only increase litigation.

The Hon’ble Shri N. V. Gadgil: This is litigation. Where there is
an attempt to enforce a right given by the statutfe, a certain limita-
tion is provided. But for some reason he has not come before the
court within the period of limitation. There must be some discretion
to the court.

What is your next point?

L}

Shri Nihal Chand: Please see clause 13(1)(b). It says that noth-
ing in this sub-section®shall apply to any decree or order for such
recovery of possession if the court is satisfied “that the tenant with-
out obtaining the consent of the landlord in writing has, after the
commencement of this Act, sub-let, assigned or otherwise parted with
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the possession of, the whole or any part of the prerﬂises”. But what
about the tenants who have done so before the coming into force of
this Act?

Shri Ranganathan: Clause (c¢) provides for it.
Shri Nihal Chand: Clause (c¢) does'not cover it.

Shri Raj Kanwar: It does not cover the case of sub-letting.

Mr. Chairman: You want that the wording in clause (b) of section
13 (1) should be “before or after the commencement of this Aect”?

Shri Nihal Chand: Exactly.
Mr, Chairman: They want for subletting after 1947 also.

The Hon’ble Shri Gadgil: If subletting was provided in the prewvi-
ous Act, we cannot do away with it.

Shri Nihal Chand: There is no saving clause so far as the proceed-
ings are concerned which are now being conducted under the old Act
but there is a saving clause so far as the provisions relating to the
Rent Controller is concerned in the previous Act. The present Bill
does not say “proceedings which are now being conducted under the
old Act”. This ought to be here. It is for the benefit of the tenants
as well as the landlords. ‘

Shri R. S. Sarkar: There is no necessity to say this. The Rent
Controller is an executive officer. There is no successor to him.

Mr. Chairman: So far as the tenancy proceedings are concerned,
there is a provision in the Fourth Schedule but so far as the decrees
are concerned, there is no provision now. The real dispute is that
the Punjab High Court has just given a ruling that this section 13 is
retrospective. The old decrees etc. have become infructuous unless
they come within the purview of the law. Therefore, the question
arises as to what is to happen to these decrees which were passed
under the previous law. The High Court has held that the old section
is pro tante overruled by section 9. That is why they seen to be
apprehensive. >

Shri Ranganathan: The draftsman will certainly look into this.

The Hon’ble Shri N. V. Gadgil: We shall consider this in consulta-
tion with the Law Ministry.

Shri Nihal Chand: Then we come to «lause 13 E. In this case,

what I want is that the words “residential purposes” should be
deleted. :

Shri Sidhva: All commercial classes will come under this section.
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—

Mr. Chairman: It is not only residential, but there may be
business premises also. This should be made clear.

The Hon’ble Shri N. V. Gadgil: The whole ideais to provide for
the bona fide landord who wants a place of residence, but not for
doing business because if he has let out the premises for business
purposes to X, Y or Z and suppose he wants to start that business
himself, he is not entitled to get that place. Residence is different.

Mr. Chairman: He wants that business may be included. We will
consider that.

The Hon’ble Shri N. V. Gadgil: Government will not accept that.
Whatever the premises which he has been given by the landlord the
tenant in the course of 5 or 10 years has developed a business and has
earned a certain amount of goodwill in that locality and the landlord
takes all those advantages one day when he says: I want to start a
business. I do not think-that will be all right because he has not paid
any compensation. If compensation is paid for the goodwill and
other incidental advantages, I can understand the justice of it.

Mr. Chairman: They have not said: Do not compensate them for
the good will. -

Shri Bhatt: We are not accepting or rejecting anything now.

‘Mr, Chairman: Government feels that this claim is unjustified, but
at the same time, we will consider this matter,

The Hon’ble Shri N. V. Gadgil: This is every vital thing.

Shri Shiva Rao: I take it that you want only the words “residen-
tial purposes” to be omitted.

Shri Nihal Chand: This clause refers to “resitilence” later on and
that also should go out.

Shri Shiva Rao: You want to widen the scope of ‘the clause so that
the commercial people may also be ejected for the purposes of the

~ landlord.

Shri Nihal Chand: There are cases which have cropped up on
account of subletting. The tenant goes to the court and says he is
a licencee. He does not pay any rent to me. He is here in possession
“of the property but he has to have my permission and-I have the
right to turn him out at any time, I like and he says in the court
that he is a licencee and not a sub-tenant. In this case what I suggest
is that the term “tenant” should also include the licencee.

The Hon’ble Shri N..V. Gadgil: Suppose a person has sublet a
portion of his House to a friend of his, I say, he is a sub-tenant.
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Shri Sidhva: What do you mean by a ‘licencee’?

Shri Nihal Chand: Licencee means a person to whom permission
to stay has been given.

The Hon’ble Shri N. V. Gadgil: He is allowed the wuse of the
premises without payment. There is no great difference between
landlord and fenant or tenant and sub:tenant. He is there by mere

leave of licence.
Shri Nihal Chand: Permission is given to him to use it.

The Hon’ble Shri N, V. Gadgil: But then how does the landlord:
come in?

Shri Nihal Chand: He has let the property for the use of the:
tenant and for him only and not for others.

The Hon’ble Shri N. V. Gadgil: You have given certain accom-
modation to a tenant. You are concerned directly with the tenant.
If the tenant gives a part of it by leave of licence to somebody and
if you want the whole tenancy, you can go to court and drive out the
tenant or licencee or anybody who is living there.

Shri Nihal Chand: I go to the court on the ground of subletting
but invariably these cases have been dismisseéd on the very ground
that he is not a sub-tenant but he is only a licencee.

Mr, Chairman: If you refer to clause 21 of the present Bill, you
will find that it provides for this very contingency and that gwes you
more powers than what you are enjoying. .

Shri Nihal Chand: That is applicable after the decree is passed.

The Hon’ble Shri N. V. Gadgil: There is the landlord’s claim before:
the decree is passed.

Shri Nihal Chand: He says that he is not a sub-tenant. He-
receives rent from him but does not give any receipts and he says: -
He is only a licencee.

Mr. Chairman: How do you say that it applies to a case when the-
decree has been passed.

Shri Nihal Chand: That is a matter relating to the execution.

Mr. Chairman: You will have to fight under 20 which is protected
by section 21. Certain persons can say that they have stepped into
the shoes of the tenant but that you will have to fight. So far as a
licencee is concerned, licencee does Ilﬂt become a tenant and tenancy-
is covered by section 21.
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Shri Ranganathan: A licencee will not be accepted by the Court
as a sub-tenant and if we take a licencee, we cannot go to court and
say: 1 have sub-let and he ought to be ejected unless, and until T
receive rent from him. His point is that if I take a licencee, actually
I take a sub-tenant but I do not give him any receipt for the rent that

I receive. So he can get away from the court of law by saying that I
have not sub-let the house. - The other fellow will say: I have not
taken a sub-lease. I am only a licencee.

The Hon’ble Shri N. V. Gadgil: It is always a question of fact.

| Shri Deshbandhu Gupta: Unless the licencee is treated as a sub-
tenant, you cannot go to court.

Mr. Chairman: The son-in-law comes and stays. He is a licencee.
He can never be a tenant. Can vou contemplate such cases?

Shri R. 8. Sarkar: That is covered by clause 13 (3). If He lives
_there for more than a month, he will be treated as a sub-tenant.

Shri Nihal Chand: That is for residential purposes, not for commer-
«c1al purposes. : |

Shri Sidhva: We will consider that point,
Mr. Chairman: Clause 13 (b) says:

“that the tenant without obtaining the consent of the landlord
in writing, has, after the commencement of this Act, sub-
let, assigned or otherwise parted with the possession...”

Shri Nihal Chand: So far as the law is concerned, possession does
not go with the licencee. In law, the possession is with the landlord.

Shri S. N. Buragohain: There is the definition.

Shri Nihal Chand: The definition will go according to the law.

So far as a licencee is concerned, possession of the property is not
transferred in law.

Mr. Chairman: There are three words: sublet, assign or otherwise
part with possession.

The Hon’ble Shri N. V. Gadgil: His contention is that the -licencee
-does not get possession. He is there without possession.

Shri Nihal Chand: I have advanced this very argument and the
‘Original court dismissed the case. The case is now pending with the
High Court. I can produce a copy of the judgment if required. It
has been interpreted that possession is legal possession and not
Pphysical possession.
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Shri Raj Kanwar: If the word ‘physical’ is added before the word
*possession’, it will be all right. There is no transfer of possession
in the case of a licencee. If the word ‘physical’ is added, the
licencee’s case is covered.

The Hon’ble Shri N. V. Gadgil: We will note the point. Any other
point? |

Shri Nihal Chand: Sometimes, tenants take sub-tenants, but in the
garb of partnership. What they do is this. The tenant will have
one pice share and the sub-tenant will have 0-15-9 share in the
‘business. The sub-tenant will control the entire business. After
-dissolution, the tenancy will revert to the sub-tenant. In that case,
the tenant has accepted pugree and he is able to defeat the law and
transfer the tenancy rights to the sub-tenant. There must be some
safeguard against the fictitious and fraudulent partnerships. In this
‘connection also, I can give you copies of judgments of the High Court
‘where it is held that it is a case of partnership and not tenancy.

Mr, Chairman: Partnership in what?
Shri Nihal Chand: Partnership in tenancy and business.

Mr. Chairman: Partnership in tenancy can only be with the
‘consent of the landlord. How can you prove that the partnership is
collusive? :

Shri Nihal Chand: I have myself conducted 15 cases and 1 can
produce copies of judgments. |

The Hon’ble Shri N. V. Gadgil: We have noted your point.
Mr. Chairman: What is your remedy for thig? |

Shri Raj Kanwar: If the word ‘physical’ is added, that would
solve. :

Shri Nihal Chand: First of all, the partnership should be regis-
tered. The tenant also should be held liable for the loss; he should
not be entitled only to the profits.

The Hon’ble Shri N. V. Gadgil: Any other point?

Shri Nihal Chand: About first letting,—I refer to clause 8 (b)—in
the old Act which is now in force, the date was 2nd June, 1944, and
in those cases, the agreed rent was to be deemed to be the standard
rent. By this Bill, it is proposed to change that. Discretion is being
given to the court if it deems the rent unreasonable.

Mr. Chairman: Do you mean to suggest that in the present Act,'
the court is given more powers and cases which did not come under
the previous Act are covered? You want that to be deleted?
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Shri Nihal Chand: Under the previous Act, certain cases did not

come within the purview of the jurisdiction of the courts. Now, the

jurisdiction of the courts has been widened to a certain extent by
this clause 8 (b).

Then, I come to clause 38. So far as new buildings are concerned,

these properties should be exempted from the operation of the Bill.
The standard rent should be the agreed rent.

Shri Raj Kanwar: The trials should be summary. Now, the
courts take 2 or 3 years to decide a case.

Mr. Chairman: Under clause 36, they have made it summary
except in the case of suits for eviction. :

Shri Raj Kanwar: There also, a summary procedure should be
followed. '

Mr. Chairman: Suits for eviction are excluded because that is an

important matter to the tenant. You should insist that the case
should be decided in six months. If you make that also summary,
there will be dissatisfaction among the tenants.

Shri Raj Kanwar: The procedure in the case of small cause suits
may be accepted for those cases.

Mr. Chairman: That will be considered.

: (Witnesses then withdrew.)

The Committee then took up the examination of the following

representatives of House Owners’ Association, Connaught Circus,
New Delhi.

Spokesmen : —
(1) Shri Jagdish Prasad.
(2) Shri Amarnath Gupta.
: (3) Shri R. L. K}arma.

Mr. Chairman: You know that some points have 'alreadj,r been
covered by the other witnesses. Whatever ground has already been
covered, need not be covered again. Of course, if you are not satisfied

with what they have said and if you want to add anything, you may
do . that.

Shri Jagdish Prasad: I will be very brief.

Shri Jagdish Prasad: =t swidly a2 : 979 7599C ¢ 99979 3 &
AAMCTT AT LT I FTA 3 | 757 F A7 T8 THACOA 247 2T & | AT
TH & AIL IS falhz 987 w6 § 5 a8 17 <1 "o a1 T ge aF en @
T 4t fofie it 99 sve € |
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The Hon’ble Shri N. V. Gadgil: §; stmiae =i 0 odto Tefire : 3fF
faeht H 0T g@r el W OB g

Shri Jagdish Prasad: #f st yame: frAd @ d a8 qonfar &am

R T s B e 0 s o T B S 1 A R T T AT AT HlE Tl
faomm | zafed agae g % 3@ &1 fog 5 &1 3w A@iFr @

ST A FH & A7 SRR 9% AT | FOTT R Fo F qAMeAF AH T8 A
FA1 & fF @aZdzg Toosw ¥ ag few faur @
‘sub-tenants with the written permission of the landlord’.

fedza T aOs § gaferied S50 F3d &, ofFT 98l a9 Iifed foray
ff 929 T 39T (A g1 SR SEET SSEE ¥ AN a1 S I F AT
TH I F i gfawmm g =g |

~ Mr. Chairman: Would you like the word “wrongful” to be added

or “such sub-tenants as have been given permission by the land-
{ord”?

Shri Jagdish Prasad: With permission.

Mr. Chairman: We will consider that. In the previous law we

were holding it to be illegal. Whether the illegality should be
perpetuated or not is the point.

Shri Jagdish Prasad: it sediar ¥912 : 977 § 59790 3 W aATIZ | 303
#aL Yo a0 (a) and (b) should be deleted. This is something
anomalous. 5q § #g ZW % 99 sig e de waw AfeF § 9@ af awers
Tl L ofee ﬁﬁmmﬁaiﬁmgw%m%%ﬁi

The Hon'ble Shri N. V. Gadgil: One thing must be admitted by
you, that if you want the Government fo be run, you must make

provisions for its officers. = And when the bu11d1ng5 that we build

are not enough fo meet the needs, then we have to fall back on
private buildings for this purpose. |

Shri Jagdish Prasad: = s yome I Al g & s &
amaﬁm-qmmmzrﬁ?gqmmaﬁmg:

Mr. Chairman: fqezz 7747 : 72 @ AT 780 BT 957 fr qaqaz
3Tq &1 THSIH @l gl a@ar, T iE E'EFE{%E.‘IF TH S (@8 PIRE AT TE S | ShA

TR R 2 6 3w awE ¥ fF ma%aaﬁﬁtﬁg T AT 1T A8 TEI FL
%ﬂ'ﬂm?ﬁ"’ﬂnmﬂm ?%’r
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Shri Jagdish Prasad: = sveiw 612 : 92 39fod Fea § fF Tadde
AT TS Al Hgg@ FL @ | 3L HE 89 3%¥9 & s L 9§ 9% Jw=rs
ol T Al O I 9@ g 5 o foaem & § 3@ A wmaEE
& |

The Hon’ble Shri N. V. Gadgil: & sradas =7 070 1o mefie s i
GHIL 91 H g 9@ dl g7 999 UFHISS &l ad &, (el S< H1 dgl | $7 8 51
frxar o & &g v aga 9 3a g, 741 {5 99 4 a1 Fraae fT o iHEe 2 |

Shri Jagdish Prasad: = sv&ia g2 & 9 #1T A FT @rav |
U TATTRT 98 & [ @ TaAAe 7% AiioH g 9a] dears dgl Har | S
ST A HE WY A $l OF WAl g df 99 & HIC ql B g1 ATl |

The Hon’ble Shri N, V. Gadgil: f| sym3E® = o dlo TM=fite @ o1
H g7 O fFaaraq g, s weed g gl o,

Shri Jagdish Prasad: P.Sﬁ'u-[-i:(ﬂm J91 : 39 Eh:r Eﬂ‘ é a'%l' g f:'s'["r'@
T qg AT WA BN, Ffwd Sl 7 @l AT I I TGl Ad gl

The Hon’ble Shri N: V. Gadgil: £ sr57a@@ =1 UAo dlo e : &1
ag MT A & | : S
Shri Jagdish Prasad: sy smgta S @ a1l S9FT 9999 48 AT

g wIg |

You want something to be admitted by force,

The Hon’ble Shri N. V. Gadgil: But this provision applies only
to buildings requisitioned by the Government. :

Shri Jagdish Prasad: = o€ 99€ @ &9 H1 q1 3 9 9€ FUST

&7 fA@ Srar g |

Myr. Chairman: We would like to finish the examination as soon as
possible, without spending more time on points which have already
been covered by other witnesses. Most of the points you now stress
on have already been emphasised by others.

Shri Jagdish Prasad: sy s7diar 991§ : 97 99 I8 &9 FET 8 f
&y dfras i i 1 BT Yo ®F ARAR A SART A &1 39 9% AT O
@R A f53ar o7, ZH ¥ AT F3 TS, 9™, FI%E HI ToF< Fi g, o961 95
foama X &ls SH&EAT T &1 |

Shri Sidhva: sff fauEr: T Yo TGF ART & ! | ATIHI aqls
qﬁtt{ﬁﬁﬁfmﬁ'ﬂﬁkﬁﬁéi
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The Hon’ble Shri N. V. Gadgil: Rent control, you will all admit,
is really necessary for the poor tenants, clerks and others who can
pay only Rs. 20 or Rs. 25 per month and as good éitizens you should
have sympathy for these poor people. The rich, they can afford to
pay higher rents. If I accept your suggestion, then it will take

away all the benefit which we have intended to give to these pﬂﬁr
tenants.

Shri Jagdish Prasad: =ff sy vam= : ST 99 % fod 39 foae wHmH
FT ST |

My, Chairman: ez JqT0T : % FT 2, A F1S 0Fe  T971=T, o & ag

a1 &1 | {5t &1 9t & 59 I3 AWEAT Lo TR IA AT | qT AT A6
e |

Shri Jagdish Prasad: v swéhr s9e @ a9 & qg ATgar g fF s
TAHCHATT & a2 fedle FT faar 97 | | |

Mr., Chairman: R 3T 0T 99 0F 99719 E[i'a"c'fTE"[l g2 UE-
AT S| gl g ag Al A& T&T | F4T 1T UF TG 7 harar TS FTHT Soa

g R, wwnwwgaqé?rwa: FT ST UH AGIT 5 TSaTq H1
3% TuHAT 7 |

Shri Jagdish Prasad: =it S 3972 : @i q% U=aw9 #1d08% 2, a8

T AT &1 4T a1, 6T 15 aF¥s 7 8, quﬁ?mﬁa‘r%:l UF gHT 347 a7 %2
T fear |

Mr. Charrman: figag JITHT : B &, F=ST AT T |

Shri Jagdish Prasad: =t & 998 : 39 39 & T @I < a7 7
A et g g affe S w5 (R¥Y F a9 S[A & %Y FT fEaw
ST |

e ot ¢ (%) (i) o (ii) ¥ wd onfar 72 4t fr @ ar o
g "J‘I‘H'\’Z@Tél 7 fradifer 21 9/ a7 qg Tal foar 2 359 waraonam
q gg #ATEH gaT g | |

Mr. Chairman: fRea< ST : (19 FT F47 7999 & ¢

Shri Jagdish Prasad: =it SvER 9975 : 98 9@ 9@ 99§ A€ 2M7
q1ied | Fefafimm e a9 & o femm g =ifeg )
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Shri Sidhva: st fagar : £7 &7 fegme $19 @ |
e —
Shri Jagdish Prasad: =7 svEar gq7< ¢ AT F T 45§, ITH AW gH

TTfT FT |

Mr. Chairman: fAE=III8T : AT F ST I T@T ST AT e0T 019
& o a1 H qFT F@ & |

Shri Jagdish Prasad: =i seEler 7% : A7 &9 & 5 WY TR qr et
qrar & , fetafemam, sa, 2z %2, #0Ha, 98 839 @ | SHFT LAY
“z:"ra'sra'asaw:% 4o cr{%?rwﬂ?:ﬁ%a N AR T F AT Y 9THE FAT F1(ET |

The Hon’ble Shri N. V. Gadgil: Will you be prepared to accept 6
per cent that has been prescribed by Manu?

Shri Jagdish Prasad: = &7dm 5675 : 4% W@i & TRz 3_E are
9= SATET AEAEATE | TaHAE AR (A A IS WA P am e o
S WIE | o9 3¢ Te g &7 Aag, &% 9@e A9 %1, e 59 & a7
219 279 TAAHE HI AT T4l TIAT | ST ¥ a1 ATSS I TFAAHE T ALY 97 T,
9 FI 3T 95qT 8 | 39 & a7 fofnay onEg &R 9 den | fFraa g ast am
Ig & & sarde ST T80 ST, g S Dl Hal (0T 7 & 0, AT &7 a3aTs
2l 9, 39 (%3 89 F TAILH FLET 984T & |

- -F--

Mr. Chairman: faee< 3937 3F 8, 9T Fed & WY TS a7 8, &9
W =fod |

Shri Jagdish Prasad: =y SEE 991E @ 39 & W 99 Fo 909
a9 HET & 1A T g E F A d e e ST A 59 & o
A2 | 1 fRT o TaTEsti 9 FE &1 BT 96 a9 o fefieaw #1 fafe
gH 1 AT § | |

Mr. Chairman: fa< Ju3HT : NATES] AT 2] F1aq !

Shri Jagdish Prasad: =it SFE= 99 ST, &f | -3ﬁT q1d I8 é E2
5 ﬂ@?ﬁﬁ'ﬁﬁ%ﬂﬁmﬁmﬁﬁﬁﬂiqﬁm TSATET ANT A TE ST
A8

Mr. Chairman: The logical conclusion is that if within six months
a person has not made an application, then he would be debarred
from bringing in any such application later. That seems to be the

contention.
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Shri Jagdish Prasad: Eﬁ' H'J}E?ﬁl‘ gqie . ?T:]‘.{?[‘ iéq|r{q; a8 % f:Eﬁ -Gl'ﬂ'

A 3: T 1 2134 % (BAT A< 9 | HIE HH7 Tl F071 A1 AL oo To FHI
% fRer & 331 a9 gan g av adr ferar 24 fazdia @3arE M fzdae & g7 |
‘ ®

The Hon’ble Shri N. V. Gadgil: You sheuld not forget that we are
dealing here with humanity in the year 1951. You are practically
putting the tenants into slavery.

Shri Jagdish Prasad: =t swdrer sams : 9 & fod @ d faggs 3 &
fom fsar & | |

=

Mr. Chairman: fieev JU¥HT : ¥=01, %9 A9 AW A4 |

Shri Jagdish Prasad: =7 s ﬁmﬁz‘ﬁaiﬁw 93 H ST ARSIl
2 99 H 99 § U2 U TSI AT 8 5 omer & faw o feAiw g Wi ey
ghfFed T2 21 T a, al 97 U< 9 & A9 dal 9547 Aled |

Mr. Chairman: And so you want that all the previous decrees
and orders should be saved?

Shri Jagdish Prasad: Yes. They should be in force and should
not be affected by these present provisions that we are not bringing
-forward. '

Shri Jagdish Prasad: *fi SV 99E: 39 & a6 Jg, q9 F
g fF dlo & 72X fa®IX U= e before and after gay =ifeq |

23 (¥)

fezzaFars 83 < 13 (e) F =T o9 Fown ¢ | (Now AiX ¥2d 39 a5 &,
g1, (921, 999, 991", dFs TH0isT, 9 S Hifes A941 9849 & [9F -
TS FX Gaar a | d1 6T 78 g9 faodt & 2 fog ot S 51, 9595 &
AT a1 F=1 gar g |

shri Deshbandhu Gupta: Your contention is that in Bombay ‘he
business premises are also included?

Shri Jagdish Prasad: =} sw<ra o= @ S, &
862 P.S. |
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Shri R. 'K, Sidhva: = fagar : ggi @ 33 @ 3090 A9E Agl a9, 99
TEE F HHE g0 F SN 997 3 | '
Shri Jagdish Prasad: =7 sEEE 9902 : 99 A9 %q? i T S
{5 98 919 39 1 A9 F1 WIfeT 99 FL AL AT | I AT 309 0F ad 43 ™
a1 T 907 g 39 F1 T T 980 § | |

Shri R. K. Sidhva: Suppose yvou have a house which you have let
out to some one else. Then it so happens that you have no house and
vou simply wander in the streets. In that case, if provision is made
that when such a landlerd wants his own house back, he should be
entitled to it, will that satisfy you?

Shri' Jagdish Prasad: =i sedis wag : ¥0 9994 92 & % 78 a9
% {3 T &1 2T F1fed | 579 FFE 7 98 39 d%@e a1 Jai 39 0 39 g =
@ g | | |

AU,

The Hon’ble Shri N. V. Gadgil: = 7=f1s : aras o7 ¥ 29 FT1 31
HT &N |

Shri Jagdish Prasad: =\ serar 9&7s : 2f, UHT HLaqal gl &l FAiq
AT STET |

Mr. Chairman: frrerz Saafs : sgr, S =fod |

Shri Jagdish Prasad: = m’h SIS ¢ A9 {3 ST § Fg AN FET
2 fF S 03 1A Zam A A PRI OE SeET AT Arfed, mfrﬁwﬁmﬂ TET
g F9s 9fsT § | |

—

Mr. Chairman: frezt Jgwq : se wse All right.

Shri Jagdish Prasad: = sr€e 9978 59 F 4@ ¢3 () 9 43 I
FTAT & f5 39 & oL W T

“within such further time as mey be al]mwed by the court”.

tﬁa?:i’zrl%\%sfaﬁra'm"r&?fﬁ mﬁwﬂﬁlmwwmﬁgrﬁm T
aﬁfmaﬁﬂaﬁrﬁm 19 & HA 9% A1 (%41, 99 F9 BaL fifae 39 T T

m%w mammﬁaﬁﬁﬁ@ﬁma A W2 8 T e NI A &
SRR e STHed 1 T al SAEd |

Shri R. L. Varma: Government servants have not been covered
sufficiently. There should be special provision so that by means of
application they should be able to recover their premises. There
are many government servants who have built their houses.
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The Hon’ble Shri N. V. Gadgil: Where houses belonging to Gov-
ernment servants are under requisition when the man retires we
shall derequisition them. If you say that it must be done within
seven days then those in government service will have to get pre-
ferential treatment. We should balance equity with equity.
Before the man retires he will inform the Secretary about the date
of his retirement so that derequisition arrangements will be made.

sShri Jagdish Prasad:

© TR () FHAR AR A w TR A T v e g A
TAMEAZ HT aF FF & 947 9@ fagda ¥ for ofr 57 & sy
qiF ST &FAT & 98 fFe S

o1 {3 (¥) A 748 38 721 & [ 37 faoge fedhie o< far s

FBIT % | G09S F et § e 9 FE ST | 34t B T 7 e
FALE AT & 9=l £ | |

FATT (R 7 AL B1ET 7 § 99y e = &) oz a2 == feefie
FT fag s | ' ‘

FOTS 30 T A 1 fo@1 8 Cfl 97 98 a1 43 7 37397 54T & |
g e 1 faeT 9T ff @t &1 @Far & AT AU FETa T 9y
QST gl 9Far & |
Mr. Chairman: 31 7z &9 e & frag amr 03 57 Soma7 s
i
Shri Jagdish Prasad: s 7 7 o9l 9837 & 99 759 @90 33007
€ a1 99 & farrt e a9 g =it
G 9 59 7 g WY JIT 307 91, o9e< 99 o &1 TF 7 |
The Hon’ble Shri N. V. Gadgil: The sub-tenant will pay according
to the accommiodation he is in possession of. Why should he pay

the dues of the tenant retrospectively. The section says that the
sub-tenancy becomes full-ledged tenancy only with respect to the

area occupied., |

Shri Jagdish Prasad: What about my dues. The sub-tenant says
that he eannot be ousted. :

The Hon’ble Shri N. V. Gadgil: The sub-tenant was in occupatioﬁ
of a particular part and for that part instead of being a sub-tenant
he becomes a tenant. If the whole premises were in his possession
he cannot be a sub-tenant; he is practically a tenant. You cannot
put the burden of back dues on him. You should have been alert

and filed a suit earlier. :
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Shri R. L. Varma: There were special reasons for the provision in
the Bombay Act. Sub-tenancies were created without - the per-
mission of the landlord. That is why the word ‘lawfully’ is there.

You have changed the wording of the Bombay Act according to the
conditions in Delhi. It is not required at all.

The Hon’ble Shri N. V. Gadgil: When the tenancy is determined,
the sub-tenant becomes the tenant. He will continue to pay what-
- ever he was paying to the tenant. If he had not paid to the tenant

in the past he will pay it to you. - The claim of the landlord is on
the tenant and not on the sub-tenant. He is only a tenant of the
portion occupied by him.

Shri R. L. Varma: Section 20 covers it. This is not required
at all.

The Hon’ble Shri N. V. Gadgil: The sub-letting has been lawfully
s done and the landlord files a suit for recovery of possession. If the

sub-tenant was there lawfully his sub-tenancy becomes a tenancy and
nothing more is contemplated.

Mr. Chairman: Lawfully means that the landlord has given his

written consent. If. there is consent in writing then sub-letting
is lawful.

Shri Deshbandhu Gupta: Your contention is that it should be
made lawful under the provisions of the Act?

shri R. L. Varma: Yes, with the consent of the landlord.
Shri Jagdish Prasad:

FUIT 3¢ 99 HA. TH A0S AR § FD FA0 3 |

The Hon’ble Shri N. V. Gadgil: 7 v sa=@a & a@s &
UF W, TENT T g |

Shri Jagdish Prasad: g a3 99@ X To o § THFIRN
’ ¥ fear @ g |
‘:

Shri R. K. Sidhva: ATT ﬁ' qa—q% T, El'[Eﬁ\_ﬂ?f EIET% | 93 F41 i ?

Shri R. L. Varma: It is true there is no provision there, but that
Act was passed in 1947 and has not been revised.

Shri R. K. Sidhva: They have enacted a new prumsmn regarding
new buildings,

The Hon’ble Shri N. V. Gadgil: The new provision - is that when-
ever there is a new building the landlord and the tenant may fix the

rent as they like but if the tenant is dissatisfied he goes to the Rent
Controller who fixes the rent.
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Shri R. K. Sidhva: 7w o F 72 oA fae s T g ok
BT SIS SATET HITATE AT 98 AT FL JAT 2 A1 AFHT ATEIE L F Froaar
FIE A AMIE AL Faam 2 r 233 e forg % o st i 73 Az 3= fw 7%
i ' ' |

Shri Jagdish Prasad: § & awaf F1 2T 781 faar 4ar) Ir T ar
 SEETSTE AT o To FT gATHT {247 4T | ng%mqama—rrmqeﬁr
RS 2 oAy s | fo Y e Y2 FI@ H FIMET ART & T H AT

A
Shri G. D. Bhatt: smq & gzma #1 2
Shri Jagdish Prasad: zq 51 g5 g ¢ f&ar 517 |

We want that new buildings be exempted for a period of ten
years.

TOTF 3¢ (R): ° 39 9 48 97 FLAT A2AT & [0 TG AT 28 AHLL
FL IT AT | T AL Far g F1 g awag |7 2 &4
- ST | |

Mr. Charrman: fraar Afaw a9 9z 2 fF 57 g F:2 |

Shri Jagdish Prasad: & "er &r e |

FAN Yo AT ¥ @ A HI Z2T {1 (1A F4ifF o9 7 TAF FC &
faar § & =maear fibmstem 781 fFar ST | s%T 92 | 98
fear gar £ B gezz snfmgx RfEFEsiem &% a6ar g |

Mr. Chairman: My friend here informs me there is no power for
requisition of houses in this cannectmn

Shri Jagdish Prasad: It is in cl. 40—40 and 41 are inter-depen-

~ dant.
The Hon’ble Shri N, V. Gadgil: The position is that the landlord

does not let it out to anybody even though it is vacant. For the
purpose of making the hest use of the housing accommodation we
have decided that all these vacancies must be intimated to the Gov-

ernment. ‘
Mr. Chairman: a9 72 feargan 3 fF @ 57 & SqEr |ret &
qr 2= sufear fefFasfiee &% g4 |

-

Shri Jagdish Prasad: #7353 % 72 AT 780 a9A & | 39 F % FL
fzar st |
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Mr. Chairman: In regard to the new ones it has been already
announced that they will not be taken. In the case of old ones,
if there is a vacancy they will be taken.

Shri Jagdish Prasad: That is all right.

For ¥R (3) Famx o fr s & Rz maozm S e W
AT g Fza d ag F fear o 76 g1 AR TAT 92 | i
A TFATE fF UF AT F9X FTAFAE | TTET FAA 5 AT
qE 9% FAL I3[ qAHATE A A9 {7 fah TF o F99 @

.1

Thdl & | T
The Hon’ble Shri N. V. Gadgil: We will consider that.

Shri Jagdish Prasad: The second thing is you have provided a
fine of Rs. 1,000.

The Hon’ble Shri N. V. Gadgil: I am inclined to reduce it to
Rs. 500. '

Shri R. L. Verma: He sublets the house and gets a pugree of

Rs. 10,000 and pays a fine of Rs. 1,000 out of it. ~ So imprisonment
should also be provided.

Shri Jagdish Prasad:

. A

FoT ¥R (¥) ® & A FEAT AEa g 5 REA & g aww o
SHT AMET | HifF &1 FFars 98 Qo /R T
%1§Hﬁ?ﬁﬁ,‘ﬂﬂ&% i R | G e AR | (e R I
2T A7 39 F1 I AT |

The Hon’ble Shri N. V. Gadgil: But all those can be evicted under
cl. 21. This was one of the complaints which appealed {o me and
therefore I proposed the present clause.

Shri Jagdish Prasad: It is true but it is a civil remedy which is '
proposed; it takes long. It is in the equity of things that this sug-
gestion should be considered. |

Mr. Chairman: We will consider it.

Shri Jagdish Prasad: _ |
o ¥ (W) : ® wmr § fF 3@ gaN F 4@ TF 4
To 9 Forw wA wie foam o fF B s § feors
feaft 21 ST 98 W Aifed H1 d6e IoEd & FT T | AT
92 OATF FL al 99 F THeEs & Im | |
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i ¥

Now I come to repeal. 1 would say that the previous section 15

of the Act may be repealed because many things ® are redundant
there.

Mr. Chairman: Yes.

Shri Jagdish Prasad: Then in the Second Schedule the conse-
guential change should be made in (b).

Mr. Chairman: Yes.

it

A witness: You have not defined ‘sub-tenant’. You have penalised
the tenant but not the sub-tenant. In my opinien, the sub-tenants
abet the crime. Then you have given no encouragement to tenante
to build houses of their-ewn. If you say that a tenant who has lived

for say five years continuously will not be affected by this Act, the
tenant will have an incentive to build a house of his own.

The Hon'ble Shri-N. V. Gadgil: If they had money, they would
hayve built long ago.

ten:

1

The witnesses then withdrew.

Representatives of fenants were next examined,

Representatives: Shri S. Valdyanatha Iyer. 8

__,-_rr""'"‘\ﬂ--__ e

Shri H; An and.

Shri Vaidyanatha Tyver: My Assocfiation has asked me to make
only one point. I am referring to Section 13(e). It is in place of the
old Section 9(e). Under the old Section, the landlord could ask
for the premises only when two conditions were satisfied. Firstly.
he should prove that he could hnot get  sumitable accommodation.
Secondly, he must satisfy the further condition that he had acquired -
interest in the premises on a date prior to the beginning of the
tenancy or the 2nd June 1944 or if the inheritance had devolved
upon him by inheritance or succession then his predecessors had -
acquired the interest on a date prior to the beginning of the tenancy
or the 2nd June 1944, whichever was later. In the Section as now
proposed, these conditions have been omitted. This was a protection
which was afforded in order to see that mala fide transfers did not
take place to the detriment of the tenant’s interests. In our opinion,
these safeguards were very salutary and there is no case for their
being deleted.

] i

Shri Gokulbhai Bhatt: In other words, in order to evict the tenant
mala fide transfers do take place.
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Shri Vaidyanatha Iyer: This is one of the clauses on which there
was a great deal of litigation. If this provision is dropped, then
+ will increase the litigation. Everybody who purchases a property
will ask for the possession of the property because he has no other

property to live in.

The Hon’ble Shri N. V. Gadgil: Suppose we accept one part,
namely, that the premises should have been purchased before a
particular date, is accepted but the other condition that he 1is not
able to-find any other accommodation is deleted and we accept cases
where the man is really in need of if for bona fide reasons.

Shri Baidyanatha Iyer: This should not be done when there is
a very strong case for the introduction of the old provision. As you
know, it is-a period of tremendous-housing shortage and if this pro-
tection is removed, it will adversely affect the tenants.

The Hon’ble Shri N. V. Gadgil: T shall give you an example.
Supposing there is a man who has let out his premises ten years ago
when his children were very small, SuppoSing his family has
grown now and he wants a portion of it—not the whole of it—sup-
posing there 1s a c_:k“‘“--likm that. Of course, it is difficult to get it,
but if you are goiri_ .0 throw the burden on him to show that it is
impossible for him to find out Some other accommodation, would it
not be a hardship? | '

Shri Vaidyanatha Iyer: I am afraid the burden will have to be
discharged by him for some time to come. After all, this is only a
temporary measure; When new .constructions go up, there would
not be the need for some of these provisions, but for some time to
come it will be dangerous to Témove this provision.

Shri Ranganathan: The restriction about the date was withdrawn
in order to help the reiugees.

_ The Hon’ble Shri N, V. Gadgil: We have noted your view. We
shall consider this matter.

Lala Deshbandhu Gupta: One question. Supposing there is a
well-placed tenant and he has been able to build a house for himself,
will it be, in your opinion, fair in such a case if the landlord asks
him to vacate?

Shri Vaidyanatha Iyer: But you have put in a provision-in Clause
13 to cover-such cases. I am referring to (g). You have ‘said, “if
the tenant has after the commencement of this Act built, acquired
vacant possession of or been allotted a suitable accommodation™—
that provision is already there. So, this will be one of the condi-
tions on which the landlord can always ask for the property to be
vaecated. |
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Shri Sidhva: Can you give some rough idea of tenants who are
already building houses of their own?

Shri Vaidyanatha Iyer: Our Association at one stage requested
the Government to allot somie site so that on a cooperative basis we
could put up a colony, but for various reasons it was not possible for
the Government to accede to this request. If some such:scheme
could be sponsored, I am sure that many of the tenants would go

in for properties and make these properties available to the lanlords
or other people.

Before I withdraw, I might also mention that our Association
has asked me to request you to see that there is no other modifica-
tion in the Bill as it stands. (Shri Vaidyanatha Iyer then withdrew).

Shri H. L. Anand (Delhi Kiraydars Association): I shall make a
brief statement to begin with. It is our submission that though the
Central Govermnent has been given powers to extend this Bill
later on to other areas, even at this stage this legislation should be
extended to townships like Mehrauli, Nazafgarh and.....................
‘Narela. The conditions which necessitate the enactment of this
Bill are actually present in the same intensity in those places. In
other words, I want to enlarge the ' schedule. I want immediate
extension.

Next I turn to section 8. Under this section, basic rents are
those payable or which were payable in. 1934, In this, there is a
practical difficulty. . When a tenant goes to the court with the
application that the standard rent may be fixed, he*has to prove to
the satisfaction of the court that a specific rent was being paid by
the tenants in 1934. 1In the case of Delhi (of course, this does not
apply to Ajmer) in the year 1946 there was a huge fire in the Delhi
Municipal Committee and all the records relating to house tax
assessment were destroyed. * There are at present no records which
will show you what was the house tax assessment up to 1946. I
think therefore that the tenants should be relieved of the onus of
proving what was the basic rent in 1939.

The Hon'ble Shri N. V. Gadgil: Can we not find something from
the account baoks of the landlords?

Shri Anand: They will not disclose. ' -

The Hon’ble Shri N. V. Gadgil: What about their income-tax
returns?

Shri Anand: Under the Incnme-Taxiﬂct all returns are confi-
dential. :

Shri Ranganathan: What is your positive suggestion?
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Shri Anand: I won't speak as an expert. As a laymen, I would
suggest that you should evolve a system of valuation of property:
the actual investment at a particular moment, as for example, under
the old Act you gave a certain jurisdiction to the Rent Controller.

Shri Sidhva: Is’ there not periodical assessment by the muni-
cipality? .

The Hon’ble Shri N. V. Gadgil: House tax was assessed in 1946
again after the burning of the records during the fire.

Shri Anand: True.

The Hon’ble Shri N. V. Gadgil: Will that not be some indication,
unless the landlord goes out of his ‘way and offers to pay more.

Shri Anand: There is a curious phenomenon here. Before an
Act of this kind was enforced in 1946, landlords used to pay the
minimum house tax, but the latest attitude is that they way to pay
enhanced house tax because this has been made the criterian for
fixing rent. So, if you insist on this, it will nullify the provision.

The Hon’ble Shri N. V. Gadgil: How many cases there are still in
which standard rent in relation to 1939 has not yet been fixed?

~ Shri Anand: The law allows an alternative remedy, that is fix :
it in relation to the rent of neighbouring premises. The difficulty,

however, is mest of the tenants today are new tenants, particularly
on account of the afflux of Muslims. |

Moreover it ds-more or less an expert’s jt::}.b. Under the old Act
the Rent Controller could evaluate the amount of investment and
give a proper return to the landlord.

- Mr. Chairman: The court is considered an expert because it goes
into the whole matter and comes to a decision.

Can you suggest any formula of your own?

Shri Anand: There are two difficulties in regafd' to this provision.
Eval-uatiﬂniqf property is a specific criterian as distinct from the rest
and the courts will not arrogate to themselves this function.

Secondly there should be uniformity in the scheme of the law.

L

Mr. Chairman: But what is your specific suggestion in addition to
what we have put in here.

Shri Anand: If is not a question of retaining some part of the
provision for some cases and applying another criterian for ce_-rtain
other cases. If has to be uniform. It should be return on pro-

perty.
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The Hon’ble Shri N. V. Gadgil: I make you an offer—if you could
give us a formula within say four or five days we are quite prepared
to consider it. After having given our best consideration to this
matter we find that we cannot improve upon this, although vour
difficulties are real. |

Shri Anand: I will try if I can evolve a formula, so that I may
send it to you. =

Shri Anand: My next point is with regard to sub-clause 1(b) of
clause 8. I suggest we should refer to the position in the old Act—
pre 1947 and post 1947. Standard rent of all cases which are pre-
1947 should be the same. - |

The Hon’ble Shri N. V. Gadgil: This is much more helpful to the
tenant. Why do you take that date to 1947.

Shri Anand: Most of the rents which were as a result of tenancies
created between 1945 -and 1947 was very high. The discretion we
are giving to the courtsin this case is unlimited. |

Mz, Chairman: How can you give relief in such cases?

Shri Anand: The standard should be the 1939 rent of neighbour-
ing houses.

The Hon’ble Shri N. V. Gadgil! That is bound to be.

Shri Anand: The question®is in those cases you do not give any
discretion to the courits. My only objection to it is that with regard
to tenancies up to 1944 you do not give much discretion to the courts.
But in the case of tenancies created between 1944 and 1947 you give
more powers to the courts. I say that distinction should not be
made. | | 2

Shri Ranganathan: That is probably because between 1939 to
1944 the rise in the price level was not very high and we fixed a
percentage above that; but after 1944 the price level went up so
high that it is very difficult to give any percentage over and above
that. The price level has gone up by 400 times.

Clause 11.

Shri. Anand: This provides for certain limitation, especially in
the case of applications for standard rent. This is very harsh. The
period is very limited—six months. In six months it is hardly
possible for a tenant to face his landlord i a court.

The Hon’ble Shri N. V. Gadgil: You want one year?

_—
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Shri Anand: I am in favour of no limitation, because it means
Perpetuation of excessive rent for all time,

. The Hon’ble Shri N. V. Gadgil: The simple remedy is he should
refuse to pay for one month.

Shri Anand: I am in neecit of a house. I go to a landlord. I tell

him everything about my pedigree and request him to give me

the house. For at least‘six months I would not like to stand before
the landlord in a court of law.

The Hon’ble Shri N, V. Gadgil: At the same time to take away
Iimitation altogether is keeping the landolrd continually like ‘Tri-
sanku’. If you can suggest, instead of six months, any reasonable

period, the members of the committee would be prepared to con-
sider it, -

Shri Anand: It may be made mandatory on the landlord to inform
the court and the court shall fix the standard rent.

Mr. Chairman: So your idea is that whenever a new tenancy is
created standard rent should be fixed by the court? There is a
limitation fixed because human life is short; therefore in this Bill
six months is fixed. Would vou fix any other period?

Shri Anand: You must distinguish relief measures from the rest

of the measures. This is a measure which is primarily infended 1o
give relief to tenants, x

~ The Hon’ble Shri N. V. Gadgil: For how much time would a man
with normal courage be ¢ very much afraid of facing the landlord”?
Would one year be enough?

Shri Anand: It should be two yeéfs.

Mr. Chairman: The landlord will not know where he stands for
two years. The sword of Damocles will be han;ing over him and

he may have to refund it. You have to look at it from both the
points of view. |

Shri Anand: A mandatory provision must be incorporated requir-
ing the landlord to inform the court—just as you have done in the

case of new buildings—that so and so has become my tenant, so much
1s the rent. '

The Hon'ble Shri N. V. Gadgil: Whether the period should. be
six months; one year or five years... -

Shri’ Anand: I first say that there should be no limitation. If
you are not pleased to agree to that, in that case I say two years, It
.should be like this—two years from the starting of the tenancy or

two years from the commencement of the Act.
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The Hon’ble Shri N. V. Gadgil: That is so far as the period of

limitation is concerned. Suppose the court fixes a standard rent
do you want that fixation to have retrospective effect?

Shri Anand: Yes, it should have retrospective effect. This is
based on a fallacy of law. The scheme of the Bill is that any con-
tract for the payment of any rent which is more than the standard

rent 1s rendered void—that moment the contract is rendered void
ab initio.

The Hon’ble Shri N. V. Gadgil: The main object is - to give a
quietus to litigation. '

Shri Anand: Tenants have been begging all these years. That

is why you have trespassed on the ordinary law of contract. The
law of contract has been murdered here.

Clause 12.

I will attack this limitation—the limitation of six months in line
11.  This should also be enhanced to two years.

The Hon’ble Shri N. V. Gadgil: It becomes consequential if we
accept the other suggestion.

Clause 13.

Shri Anand: In clause 13(1) (a) one of the conditions is that
“the tenant has neither paid nor tendered the whole 'of the arrears
of rent...... etc.” This word “rent” has not been defined so that it
may mean a whimsical rent claimed in the suit. It should be the

standard rent. I am supposed to deposit certain money. The fixa-
tion of standard rent must precede that.-

Mr. Chairman: You want tHat whenever a landlord brings a suit
the court should first address itself to the question of what is the

standard rent. No rent can be recovered without its coming to the
conclusion as to what is the standard rent.

Shri Anand: The difficulty is this. A tenant goes on paying the
rent. The landlord does not give receipts. The moment he wants
to put in an application he files a suit for the action period, so that
if the landlord instead of Rs. 30 files a suit for Rs. 100 the tenant is
doomed—although the standard rent might be Rs. 20,

The Hon’ble Shri N. V. Gadgil: That we follow.

Sub-clause (b) of clause 13(1).

Shri Anand: I have no objection to the provision relating to part-
ing possession of the whole premises, but subletting of part of the
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premises should be encouraged. In the first place, when a tenant
sub-lets, from the point of view of the landlord as also from the

scheme of the Bill, the tenant is in the position of the landlord wvis-
a-vis the sub-tenant. Therefore all the bars are there. Sub-letting

is a thing which, firstly, is necessary because of higher rents. The
rent is Rs. 100. The rent is also reasonable. But I have no money.

I take the ‘house and ask a friend to join me in that house. Some-
times the landlord only wants this as an excuse.

Shri Shiva Rao: Do you also have a fixation of standard rent?
Shri Anand: Yes, he must pay according to the standard rent. I
can also increase it to the particular extent as the landlord does.

Mr. Chairman: In this Bill there is no provision for fixing
standard rent of a sub-tenant—that is as between a sub-tenant and

tenant—though there is a percentage.
Shri Anand: The word “tenant” includes a sub-tenant, and the

tenant is given a right. According to the scheme of the Act the
tenant is a ‘“landlord” so far as the sub-tenant is concerned, and

vice versa. .

The Hon’ble Shri N. V. Gadgil: Do you want to suggest that a
tenant who has taken the premises from the landlord should make

profit out of it?

Shri Anand: No, there is no question of profit at a]l The mo-
ment the tenant becomes a “landlord” with reference to the sub-
tenant under the scheme of the Bill, the question of standﬁrd rent

is there and-all those bars are there.

Sub-letting will help distribution of accommodatmn I cannot
pay and I would like to part with one room. |

The Hon’ble Siiri N. V. Gaﬂgﬂ Let the sub-tenant go to the lan<
lord diregt. Why should you keep .the tenant as an mtermedlary

between the landlord and the sub-tenant?

Shri Anand: The tenants have no objection to that. T want to
encourage bona fide distribution of accommodation.

The Hon’ble Shri N. V. Gadgil: If the tenant wants to sub-let does
it not indicate that he is not in need of the entire premises?

Shri Anand: He might be iil need, but his pocket does not permit.
Shri Sidhva: Are vou against the recovery of higher rent?

Shri Anand: Yes, I am against it, but bona fide distribution of
sccommodation should be allowed, and encouraged. There is no

question of profiteering at all here.
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Sub-clause (e). of clause 13(1).

shri Anand: One of the grounds for ejectment is that the landlord
cannot get any other suitable accommodation and he requires it. But
he must give suitable alternative accommodation to the tenant.
Suitable accommodation may not be available for the landlord.

- But what is not ‘suitable’ for the Iandlnrd will be much more than
what the tenant needs.

Vir. Chairman: Perhaps landlords are poorer than the tenants.

Shri Anand: That might be only exceptions. Might be a poor
widow. That is not going to guide the principle of law. o Ordinarily
we leave to the courts what is left by the Legislature by oversight.

Sub-clause (1) of clause 13(1).

Shri Anand: The grounds given here are certain conducts of the

tenant. These conducts are already indictable under the civil and

criminal law. The landlord and the neighbours have already got the
remeay. Why should the tenant be evieted? If he commits a
nuisance, there is 107—criminal breach of trust. ’

Shri Ranganathan: That will not result in eviction.

Shri Anand: Why both the things? So long as the normal law of

the land allows it why is it mnecessary? Because, this clause is -

exploited. Concocted evidence is brought that so and so was drunk
etc.

The Hon’ble Shri N. V. Gadgil: For disorderly conduct he may be
taken to the court and may just be fined five or ten rupees.

Shri Anand: A permanent injunction can be granted.

The Hon’ble Shri N. V. Gadgil: Suppoese the whole peace of that
neighbourhood is disturbed and the other tenants are disturbed.

Mr. Chairman: According to your own saying this is an extra-
ordinary piece of legislation which gives certain kinds of rights to

tenants. If the Legislature in its wisdom to enact a law which should

be fair to a certain class, insists that the gentleman (the tenant)
- should behave in a certain manner, it is not too much.

Shxri Anand: They are restricted by normal laws.

~ Mr. Chairman: If you speak of normal laws, then we can speak of
normal conduct.

b

Shri Anand: Individual liberty is there. This is an additional
burden. Already he is liable. One more point. The powers of civil

R i
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¢cuurts to grant permanent injunctions are there. The mian can be
sent to prison for three months if he disobeys the injunction.

The Hon’ble Shri N. V. Gadgil: The point is that*there is no evic-
t1011.

Shri. Anand: There may be some incorrigible people...

Mr. Chairman: This applies only to those incorrigible people.
Shri Sidhva: What is the number of members of your Association?
shri Anand: Two thousand '

Shri Sidhva: Are you a tenant?

Shri Anand: I am living in a garage, as a tenant.

Sub-clause (j) of clause 13(1).

Shri Anand: Here there are certain things about the Improvement
Trust where the premises have been used contrary to the conditions
imposed. There you say that the tenant should be evicted. But in
some cases the landlords themselves give the premises, to begin with,
contrary to the Rules of the Trust. They should be stopped from
taking the benefit. In all the cases similar alternative accommoda-
tion should be arranged for the tenant. It may not. be suitable
accommodation but still alternative accommodation must be there
by the operation of law. : |

The Hon’ble Shri N. V. Gadgil: If an offence is committed, even
the King’s command cannot save him. The tenant cannot have the
defence that the landlord encouraged or permitted him to do a
thing which is contrary to law. ‘

Skri Anand: Under the tenancy rules, although you are given
some accommodation not suitable, yet owing to some technical defect
in the records of the Improvement Trust, you are generally exploited
by the landlord.

The Hon’ble Shri N. V. Gadgil: You have already submitted your
memorandum on this matter and we have it already with us.

Shri Anand: That was_be'fbre we had this Bill for consideration.
The Hon’ble Shri N. V. Gadgil: We may adjourn now.
Shri Anand: I won’t take more than 5 minutes.

In section 13 (5) the word “rent” should mean standard rent in
this case also and throughout it should mean that. Under section 15
certain concessions are given to the landlords to re-enter. That
should be extended to those ejected under clause (k) Section 13
where the landlord requires the premises in order to carry outf any
building work at the instance of Government.
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Then I come to section 16. This is a provision which will help the
landlord to circumvent the law. He will say: “This permission is not
being given to you for all time., I do not need it at the moment and
thereiore you ftake it.” I suggest that this provision should be
deleted,

Mr. Chairman; Suppose there is a long contract between the
tenant and the landlnrd

Shri Anand;: As‘ a matter of fact the lalid.lu_rd is always in a
bargaining position. -He says: “You write to me and I shall give the
premises to you. You take it for 3 months ete.”

The Hon’ble Shri N. V, Gadgil: That takes the case outside the
provisions of law. Then it is fraud and mis-representation. Suppose
a bungalow is vacant and I gave it for purposes of marriage and if
you refuse to go out, then what happens?

Shri Anand: Then this law of licence is there. In any case there
1s no necessity for this specific provision. This will only help to
circumvent the law. People will not be tenants, but they will be
tenants at will.

Then I come to section 42 sub-section 5 which says that if any
person contravenes the provisions of clause (a) of sub-section (2) of
section 41, he is entitled to ejectment. The conduct that is made
pumsnable also entitles to ejectment.- He is already affected because
- of his conduct, Why should you impose an additional penalty on

- Mr. Chairman: All right.

Shri Anand: Then I come to presumption. The first presumption
is with regard to demand of rent. Landlords do not give receipts.
The result is that the tenant goes on paying. He does not ask for
receipts and when - the land lord takes the standard rent, he says: 1
have never received any money all these two years from this man.
The only thing now leit to the tenant is the oral evidence that he has
-been paying but that is not considered ‘sufficient by the court.
Therefore, if the landlord does not serve a notice on the tenant for
rent for a year or six months, it will be presumed that the tenant
has paid the rent in accordance with the provisions of law. This is so,
because there is penal provision for non-payment of rent. If the
landlord does not give a receipt within 15 days after payment, the
tenant can go to court and get relief.

Mr. Chairman: The suggestion is a very good one that a person
should give a receipt for money received but the difficulty is that
as soon as the landlord denies that he has received the rent, the
tenant will also deny that he has received the receipt,

862 B.S,
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Shri Anand: When the tenant says that he has paid the rent, the
onus is on the tenant to prove that he has paid it. Oral evidence
leads him nowhere. In the absence of a receipt, it is the tenant who
suffers. There should be a provision to presime in _ his favour:
There must be a provision penal in nature that if the landlord does
not give a receipt, the tenant should go to court for relief or there
should be presumption,

Shri Sidhva: If the landlord does not give a receipt, is not the
tenant entitled fo go to court and get relief?

Mr, Chairman: The landlord may say that he had given a receipt.

Shri Anand: When a house is given to a tenant, he goes on paying
and when the landlord goes to the standard rent, he says: I have not
received the rent for all these months.

Shri Desinbandhu Gupta: Supposing the landlord does not give
the receipt for the first month, then you pay the rent for the second
month and if the landlord does not give the receipt even then, you
can serve a registered. notice on him and that will be sufficient
evidence when you go to court just as the landlord is entitled to
serve a notice on you for non-payment of rent.

Shri Anand: There should be some penal provision. Then I want
to say something about the licencees. This is another way to
circumvent the law. The recent judgment of the High Court is that
the licencee is different from: the tenant,

The Hon’ble Shri N, V. Gadgil: That point was taken up by one
of the landlords, |

Shri Anand: Rent of houses is another point which may be beyond
the scope of the Bill. I shall explain this. When I become a tenant
I am asked to execute a deed which says that I am a licencee in
respect of such and such buildings, such and such room. I am told
the corridor is common and all this means nothing. I do not come
under the tenancy rules,

(Witness then withdraw.)

The Hon’ble Shri N. V. Gadgil: We may record that in view of the
procedure followed here, the Minister concerned may ask for exten-
sion of time for submitting the report. As we are ali-expected to be
busy with other matters up to the Ist, we will fix a meeting on the
2nd or 3rd of next month,

The Committee then adjourned.

T
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WITNESSES EXAMINED

Name of the Association :—The Institute of Chartered Account-
ants of India, New Delhi.

Representatives :—(1) Shri Basu
(2) Shri S. Vaidyanath Ayyar.
(3) Shri Shastri.
(4):Shiti. Ghocksi.
(5) Shri Shah.

(Witnesses were called in and they took their seats).

. Mr. Chairman (Shri M. Ananthasayanam Ayyangar) : You have
£IVen us a memorandum. May I dsk if you have anything to supplement
to that you have already said ? You may place the main points before us
which require explanation. After that the Members of the Committee
will ask you questions, wherever they have got certain doubts. If you want

any particular portion of your evidence to be treated as confidential you
kindly tell us so. | -

Shri Basu : I do not think we have any further to add to what we
have stated in the memorandum. One of our members. of course, desires
to add one or two other items if you will permit him.

Shri Chocksi : Sometimes it happens under the Indian Income-
tax Act that the Officers re-open assessment of the previous seven or eight
years. These re-assessments may sometimes result into liabilities of lacs
of rupees. Such proceedings often take place long after the death of the
deccased. Estate duty has to be paid within a period- of six months or so
from the date of the death. At the time of the payment of the estate duty
the income-tax liabilities may be unknown in respect of the re-assessment
- periods. The Estate duty paid in respect of properties from which such
Income-tax liability is not decreased, may result mto  an ovEer-payment,
and for which there should be a provision for adjustment of tax against such
OvVer-pavments. 2

I may illustrate the point further. Suppose Mr. X dies on the st May
1953. Then within 6 months from that date a statement of his total estate
has to be furnished and the estate duty will have to be paid on that. Three
or four years thereafter the officers may re-assess the Previous year’s assess-
ments on account of the particular provisions of the Income-tax Act. There
arg sections such as section 34 under which we can under certain circum-
stances re-open assessments of the previous four years and under special
circumstances of the previous eight years and some of these re-assessments
may be made not on account of any undisclosed income but on account of
the other provisions of the Act. The obligation of these provisions may
ultmately result in a large amount of vicarious liability. There should be
a provision in the Estate Duty Act to give a deduction on account of such
liabilities which are ascertained at a later stage. |

Mr. Chairman : That is also to be paid, is it not ? Estate duty
must be charged on the estate. The estate duty must be reduced to the
extent of the income-tax that is subsequently liable to be paid. -

Shri Chocksi : I am raferring to proceedings taken to ascertain at

a later stage, say after two years after the death of the deceased.
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Skri Tyagi If you recad clause 42, vou will fiad that debts of a cer~
tain description are allowed, and the income-tax demand will always be:
deemed to be a debr and will therefore be cov cru:i <

Shri Chocksi ;: But somctimes this sort of habliﬂ'} 15 ascertained long’
after the cstatc duty has been paid.

Shri Tyagi : But if any excess has been realised it can be refunded..
Your point scems to be that once it is realised it is treated as realisad ; that
should not be so.

Shri Chocksi : My point is that there is no provision for repayment of.
that sort or adjustment on account of overpayment.

Shri Tyagi : What you want is that provision should be made for

refund of excess pa}ments made. It is a good point. We have made =
note of it.

Mr. Chairman : You have expressed some difficulty in regard to clause
7 relating to interests ceasing on death. Will you explain it ?

Shri Vaidyanatha I}’EI’. : What we suggest is that it is not only that
the interests should be taken into account, but it should be made clear in
the Section that what will be taxed will be the interests minus the liabilities,

if any, which exist on the estate, treating the matter as if a partition of the-
farml} had taken place just.on the death date.

Mr. Chairman : Under the Hindu Law, personal debts will not
pass aloag with thec estate but if he has created a charge on ‘the property
during his lifetim=, that is valid. - Those debts and maintenance and other:
Ch:atg!..b nave to.be given credit to. 89, the benefit-after death accrues only

minus the obligations. Don’t you think that the present clausé is suffi=
ciently wide to cover that ? '

Shri Vaidyanatha fyer : If you are fecling satisfied that this point
is. covered, then we have nothing further to say.

Shri Gadgﬂ An ordinary Hindu who is a coparcener. he has no
right to charge anything and everything to the estate. He can charge only
certain things.. in specificd circumstances, and only if the debt is for the
benefit of the joint family and not otherwise. If there are four brothers-

and if the next brother creates certain debts, they are not binding on the-
property at ail. :

Mr. Chairman : Mr. Gadgil has raised a pertinent point. Suppos—
ing with a view to cscape the estate duty, the estate is encumbered up to the
hilt, then that kind of encumberance will be a fradulent one. I do not think
the Controller will accept that. Supposing there is a binamu sale, the Con-

“troller will say that notwithstanding the fact that there is a registered docu-

ment, in fact there is no sale and the encumberance has been created to-
avoid estate duty. I think the definition is sufliciently wide here.

Shri Vﬁidyanatha‘ Iver ; If you feel that it is covered, it is all. right.

Mzr. Chairman : Then, why do }c}u want a definition of the term-
“agricultural land ”?

Shri Vaidyanatha Iyer : We fecl that it would be a good Jdea 1%
the same deﬁmunn et agrmultural land 7 thatis given in the; Indiam:
Income-tax Act is given here, for it will make it perfectly clear.
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Shri Tyagi: The term “ agricultural land ” has been taken from
the Constitution.. The Constitution vests agricultural land in the State
Governments. That very word has to be kept here. The income-tax
ig from agricultural income.

Shri Vaidyanatha Iyer : We consider that it will conduce to
clarity if we have the words defined in the Bill,

Mr. Chairman : Regarding life insurance policies, why do you
want a special exemption in their case ? Why should there be an excep-
tion here alone ? Just as in the Income-Tax Act, here too some general

exemption will be given.

Shri Vaidyanatha Iyer : Our reasons for this suggestion are two-
fold. In a country where per capira insurance is so poor, this will per-
haps give an eancouragement to life insurance.

Shri Gadgil : In your memorandum, you have asked for exemption
if the investment is in savings certificates. Now, you ask that life insurance
policies may be exempted. Then there are marriage €Xpenses of daughters
etc. What is left for Government in the end ?

Shri Vaidyanatha Iyer : You have touched a point where our
position is untenable. We cannot ask for exemptions in respect of both.
We can ask for either the one or the other.

Our second reason is that in most cases the policies are inteaded for
the benefit of certain specified nominees and if there is only a general exemp-
tion limit, the benefit going to the nominees may not be achieved. We
l.ook at it from this point of view. The limit is so far as the estate is con-

cerned. In the case of insurance, the property may be for the benefit of

somebody else. If that is so, we want that that property should be available
to the other person without having to pay estate duty on that. So, we are
suggesting a limit up to Rs. 20,000.

Mr. Chairman : In regard to rapid succession relief, what is it that

you want in addition to the provision here ?

Shyi Vaidyanatha Iyer : That succession relief which you hsave

suggested in clause 30 will be available only in the case of land or buildings.
We do not sec that point in excluding other classes of assets.

Mr. Chairman : Because the movable property will be converted.
Shri Vaidyanatha Iyer : Take buildings. Why are they excluded ?
Mr. Chairman: They will possibly come under land.

‘Shri Vaidyanatha Iyer : If you are going to give a definition of

1and and include buildings under land, our objection will be met ; other-
wise. if there is no such definition, buildings will not be included. When
you are giving the benefit to certain categories of property , why deay it to
her categorics ?

Myr. Chairman : It follows the U. K. Finance Act.

Shri Vaidyanatha Iyer : They may have this. We need not have
it. The point is that the position may be different in the case of movable

properties, but why exclude buildings ?

|
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Shri K. K. Basu : Do you want to include all other kinds of propertys
such as shares, securities and other kinds of assets ?

Shri Vaidyanath Iyer : Our suggestion is that the relief should be
‘available in the case of movable properties also.

‘.F."

My, Chairman : As regards the non-taxable limit, why do you want
it to be Rs. 1 lakh. Supposing there is a joint Hindu family consisting of"
four members, and each one gets an exemption limit of Rs. 1 lakh, then the
whole family will get an exemption of Rs. 4 lakhs. Do you want this to be-
the ordinary limit of an ordinary middle-class family ?

Shri Vaidyanath Iyer : In the case of the Hindu undivided familys
a certain: position is being sought to be taken up in the Bill. Actually there
s no death in the case of the family ; it is there by the doctrine of survi-
vorship, but we deem a property to pass to a certain extent in case one
member of the family dies. What we are suggesting is that in each cases
there should be an exemption limit of Rs. 1 lakh.

Shri Gadgil : If we were to accept your suggestion, then if there is
property worth Rs. 4 lakhs, and if there are four members in a joint Hindw
family, then the whole of the property will escape from estate duty. There—~

fore this is much too large.

Mr. Chairman : As regards valuation of assets, do you mean to suggest
that within one year, there may be such a fall in prices ?

Shri Vaidyanath Iyer : Sometimes it happens. We have noticed
that in many of the cases that come up before the Investigation Commission
for Income-Tax, that when suddenly a property is thrown on the market,
there is a great deal of deterioratien in the value, because of the fact that there
are no buyers in any large number for these big properties.

Mr. Chairman : Supposing there is a rise in prices, then what do
you suggest ?

Shri Vaidyanath Iyer : We are only asking for a concession. Im
the other case, we have suggested that the value should be as on the date of

death.

Shri Gadgil : You mean to say, whichever is less ? |

Shri Vaidyanath Iyer : Yes.

Shri Venkataraman : As regards clause 42 dealing with deductions,
you have stated that there appears to be no provision in the Bill for deducting:
debts incurred in the course of guaranteeing a debt of a third party. Whys
do you want that guaranteed debts should be deducted from the estate, so-

long as the money is not paid ?

Shri Vaidyanath Iyer : A particular person may have guaranteed:
a certain debt, and the contingency for the enforcement of the debt may not
arise until some time after the death of the person. In such a case, the liabi-
lity did exist at the time of his death, though it was not ascertained, or had
not become crystallised at the time of his death. When it can be shown.
that in pursuance of a guarantee given by the deeceased before his death,
some money has got to be paid from out of the estate, subsequently, then,.
to that extent, there must be reduction of the duty.
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. Shri Venkatat:a{:u{:n : If the money is paid vut of the estate, then
it 1s all right. But if it is not paid, then what is the positionn 7

Shri Vaidyanatl;t Iyer : But unforrunately at the time of his death,
_ the guaranteed debt did exist, though it was not ascéftained.
\

& Shri Wenkataraman ¢ Supposing there is a person who has guaran-
= teed a debt to a third party, and he dies without paying it, then the whole
- estate devolves on his heir, and that their is called upon to pay the debt, be-

« cause of the guarantee ; so there is no point in your saying that there should
. be a deduction.

“Shri Vaidyanath Iyer : Perhaps there is something in what you say.

-Shri Venkataraman : Regarding funeral expenses, you have suggest-
ed that Rs. 3000 should be the limit. Do you want that the minimum should
be Rs. 3000 ?

Shri Vaidyanath Iyer : Rs. 3000 is only the upper limit.

Shri Tulsidas Kilachand : YWhat is the principle on which you have
suggested] that the estate should include all assets of the deceased, so faras
apid succession relief is concerned °?

Shri Vaidyanath Iyer : The idea behind the rapid succession relief
would appear to be that in the case of an estate which passes through several
thands at very short intervals of time, it should not be subject to estate duty
irepetitively at the same rate. What we have stated is that if the relief is going
=to be given in the case of land or business, then why should other properties
e excluded, when the whole idea behind it is that the estate must be saved
from a lot of duty, in the event of its changing hands oftener.

Shri Gadgil : Ifitis a death, then it is a death sooner or later. There-
fore the estate d ty must be there. To the extent that land and business are
-given some concession, let us have that small mercy from the Government.

The scheme hare is one that is followed in most of ths continental
oountries in the matter of rapid succession relief.

Shri Vaidyanath Iyer : We have made a-concrete suggestion that

“It should further be provided that if the second death occurs at any
time within five yvears of the first death, no estate duty shall
be payable to the extent of the assessed value of the estate at
the time of the first death. Similarly, it should also be provided
that if the third death occurs at any time within seven years
from the date of the first death, a similar concession should be
extended to such death also”,

Dr. Lanka Sundaram : In paragraph 13 of your memorandum you
“have given the list of exemptions required. Do you want any variations in
the same ?-

Shri Vaidyanath Iyer : We have suggested that investments in the
Post Office Cash,Certificates and/or Post Office Nattonal Savings Certificates
and/or Ten-Year Treasury Deposit Certificates should be exempted, with

an aggregate limit of Rs, 20,000, We have also suggested the exemption of

insurance | olicies taken out to meet estate duty liability.
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Shri A. X, Roy : ves it strike you as a good reason that while in the
case of land, this concession would prevent fragmentation, in the case of other
properties, the same consideration would not apply ?

Shri Vaidyanath Iyer : That perhaps was the reason, why it was
restricted to land or business.

Mr. Chairman : Would the concession apply likewise to buildings
also, ?

Shri Vaidyanath Iyer : After all we are introducing death duties
for the first time in this country. And the aim is to reduce inequalities in
wealth distribution. But it is to be done over a period of time.

Mr. Chairman : In that case, it will be postponed.
Shri Vaidyanath Iyer : By a few years.

Shri M. C. Shah : But we want to have it as early as possible,

Shri Vaidyanath Iyer : Government is going to get the duty in any
event. It is only a question of postponing the recovery of duty.}

Shri Tek Chand : In paragraph 2, so far as the definition of ‘agricultural
land’ is concerned, in England, land where there is standing timber, is not
included in the estates duty, because the people cannot sell that standing
timber, on account of the forest laws. Do you want that the same concession
should be given here also ?

Shri Vaidyanath Iyer : I am afraid, to tell you frankly, that I can-
not give much information on the point, because I am not very familiar with
that. .

Shri Tek Chand : In para 4 of the memorandum, you have stated
that there should be a general exemption in respect of life insurance policies
to the extent of Rs. 20,000 of the sum assured (exclusive of the Bonus which
may acciue on such policies).” Would you like this to be substituted by an
amount equal to the death duty, or to Rs. 20,000 7 *®

Shri Vaidyanath Iyer : I would invite your attention t0 paragraph
13 (b) dealing with Insurance Policies taken out to meet Bstate Duty Lia-
bility.

] i
Not only was this one of the considerations, but we had other considera-
tions also at the time we made these recommendations, We thought that
in a country where there was likely to be the danger of fragmentation; a thing
like this would help to preserve the integrity of the property as a whole.

Shri Tek Chand : From the point of view of the Government, don’t
you think that such a suggestion would enable the Government more readily
to realise the death duty ?

. Shri Vaidyanath Iyer : That is precisely the reason why we have
made that recommendation. As a matter of fact, we seem to think that the
policy should be taken for the specific purpose of discharging the obligations
arising out of the payment of estate duty.

Shri Tek Chand : Do you think it will b2 in the interests of the Govern-
ment as much as in the interests of the policyholders ?

Shri Yaidyanath:iyer sae OHITER0;
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Shri Tek Chand : Coming to para 10 regarding appeals, do you
prefer that the authority for entertaining the appeal should be the High Court,
or an appellate tribunal ?

Shri Vaidyanath Iyer : There are two stages in this. As the pro-
vision stands at present, against fhe controller’s assessthent, an appeal lies
to the Central Board of Revenue, on both questions of law as well as of fact,
while against the decision of the C. B. R., an appeal lies to the High Court, on
questions of law. What we are stating is that it might not inspire the same
confidence if it is said that the appellate authority will be the C. B. R., when
we know that it is itself going to be a party charged with the function of ad-
ministering estate duty. That is the reason why we have suggested that at that
stage, instead of the C. B. R., we may think in terms of having an independent
tribunal. But there is one thing which I would like to mention now, and
which we forgot to mention in our recommendations. Our own experience
of the Excess Profits Tax Investigation during the period of the war showed
that it might even be a very good plan for us to leave this matter to be settled
in the initial stages by the C. B. R., because what we found was that the CBR
was much more generous than an appellate authority or a tribunal or the
High Court might have been. That is why we have suggested that the appell-
ate functions should be given to the C. B. R., but we would suggest that if
that suggestion is adopted, the C.B.R. might co-opt some of the Accountant
Members to sit with them, at the time they hear the case.

Shri Tek Chand : My point was that apart from the tribunal, would
you like the final power—not on the basis of the Section 66A of the Income-
Tax Act, but wider powers in the matter of going into questions of law as

well as of fact, when properties worth lakhs of rupees are involved—to vest
n - the High Court ?

Shri Vaidyanatha Ayyar : We would not agree that you should
leave the matter in dispute for a considerably long time. We would not
like that kind of thing to be introduced and it will be unworkable.

Shri Tek Chand : May I call your attention to paragraph 11 of your
report—board of valuers. Since there might be a tendency on the part of
valuers not to makera proper appraisal or there might be some temptation
in their way would you like to suggest to the committee some check against
arbitrary valuation ?

Shri Vaidyanath Ayyar : No, Sir. What is suggested in the Bill as
it stands at present is that if there is any dispute in regard to any valuation
of the property made by the Controller you have the right to have the matter
referred to an arbitration of valuers. We agree to the provision as it stands
at present. But what we are saying is that in the valuation boards Accountant
members should be taken because they possess a better knowledge of all these
things.

Shri Tek Chand : Whether it is a Government or an estate or the
representatives of an estate, would you like to give them the right of appeal
or review by a higher tribunal, such as the C. B. R.

Shri Vaidyanath Ayyar : That is not accepatable to us. There
should be some authority which will take the place of the C. B. R.

Shri Tek Chand : You want some independent authority.

Shri Vaidyanath Ayyar : It should be on the lines of the Income-tax
Appallate Tribunal assisted by professional people.
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Shri Gadgil : If I understand you correctly, you suggest that the
valuation must be done by men who know the job.

Shri P. T. Chacko : You have stated in your memorandum that the
non-taxable limit should be Rs, 1 lakh. May I know whether there is any

principle involved in or whether it is arbitrary or whether it has any bearing
on the income of the person ?

Shri Vaidyanath Ayyar : You may remember that in 1922 super-
tax was introduced. In the beginning we said that the rates were going to
be very low and then after ten years we came to the high rates. Instead of
frightening the public by suggesting a lower limit, you might slowly educate
the public in the idea of getting used to the Estate Duty by having a higher
limit in the beginning and later on certainly we can always change it. We
also thought that Government had some such basis for fixing a lakh of rupees.

Shri P. T. Chacko : In fixing this amount, there should be some
bearing on the income of the person in India.

. Shri Vaidyanath Ayyar : That is why we would like that at the

beginning there should be a higher limit and you must slowly educate the
~public to get used to this levy.

Dr. Lanka Sundaram : Any administrative difficulties ?
Shri Vaidyanath Ayyar : Also that.

Shri Raghavachari :

You have suggested that the present tax must
be paid in cash or in kind.

Shri Vaidyanath Ayyar : I had in mind the difficulty that we are
experiencing. We have found a great deal of difficulty in the matter of the
settlement of liability created in the Income-tax Investigation Commission.
Suddenly you have got to pay 5 or 1o lakhs of rupees. Even though the
man has got immovable properties he will not be able to pay the tax. So
we thought that in such cases there must be an enabling provision for the
Government to accept the property instead of the duty.

Shri Chocksi : It happens sometimes that if a person owns
large properties and he dies, it js possible that he may find it impossible to
sell his estates. For example a person may own 10 buildings worth Rs. 10
lakhs. For this one crore of rupees, it may be difficult to find a purchaser

there, in these days. If large sums are to be paid, they should have the
option to pay in kind.

Shri Gadgil : Normally the income-tax arrears are recovered by attach-
ment of property and by sale.

Shri Vaidyanath Ayyar : It does not happen every day.

Shri Chocksi: I am afraid the comparison is not correct because.
income-tax is payable on income and it is payable in cash form while the
estate duty is payable on the estate which is invested in movable and immovable

property. There is therefore the need for making provision for surrendering
the estate.

Shri Raghavachari :

Is it to the Tax collector or to the payer of the
tax ? '~
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Shri Vaidyanath Ayyar : The payer of the tax,

In the U. K. tax on agricultural properties are charged at greatly
reduced rates than those applicable to other properties. In the U, S. A,
no estate duty is payable on immovablz property and is payable either by
eight yearly or 16 half-yearly instalments and the first instalment is pay-
able at the expiration of one year from the date of death. 2

Shri Raghavachari : There is no need for surrender.

Shri Vaidyanath Ayyar : At this stage one cannot say anything be-
cause the properties may be in such a form when there is no alternative but
to accept the property and discharge the liability,

Shri Raghavachari: Under the rapid succession relief you have
suggested that within five years of the first death, no estate duty shall be
payable to the extent of the assessed value of the estate at the time of the
first death. :

Shri Vaidyanath Ayyar : We have stated that if the second death
occurs at any time within five years of the first death, no estate duty shall be
payable to the extent of the assessed value of the estate at the time of the first
death. Similarly, it should also be provided that if the third death occurs
at any time within seven years from the date of the first death a similar con-
cession should be extended to such death also.

Shri Raghavachari : You want exemption of the payable tax under.
this act or the income-tax Act. - -

Shri Vaidyanath Ayyar : It is not unlikely that at the time of the
death of a person thé income-tax liability might not have been ascertained.

Shri Damodara Menon : You say that in paragraph 18 that with
regard to representation before the Estate Duty authorities only lawyers and
chartered accountants should be allowed. Is it not better to allow the person
who has to pay estate duty to choose his own representatives ?

Shri Viadyanath Ayyar : What we are suggesting is that it will be
the undoubted right of the payer of the tax to appoint his own attorney for
this purpose. We only say that he must choose only a person from lawyers
and accountants because they possess better knowledge and would be able
to help the tax payer.

An hon. Member: Wedonotfindany provision in this Billfor appoint-
ing attorneys. ‘

Mr. Chairman : Normally one or two lawyers may be appeinted by
power of attorney but an accountant cannot be appointed by this process
but by special power any other person can equally well be appointed.

Shri Vaidyanatha Iyer : What our committee suggestsis that a
provision may beinserted in the Bill itself to the effect that representation
should be available only in the case of lawyers and accountants.

Mzr. Chairman : Thank you for the trouble you have taken and for
the very valuable evidence you have given us. |

(Witnesses then withdrew)

M. Chairman : We may next take up the Punjab Chamber of Com-
merce.
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Shri Tyagi : Bafore thar, I may inform the Committee that the C. B. R.

is already drafting an amendment regarding the refund "of excess duty
realised. |

(The Select Committee then examined the following witnesses)
Witnesses examined
Nﬁme of the Asociations ;—Punjab Chamber of Commerce, New Delhi.
Representatives :—Shri L. J. Wallach—Vice-Chairman.
Shri S. D. Dhir—S8ecretary.

(Witnesses were called in and they took their seats.)

Mr. Chairman : If in addition te what ycu have stated in your memo-
randum you wish to submit any additional points, or if you have any fresh
points to bring out, you may tell us.

Shri Wallach : We have no other *peoints. We understand that
you are contemplating to change clause 7 on the representation of the Institute
of Chartered Accountants.

Mr. Chairman : Have you considered this point ? Under the
Deshbmukh Act, unlike before 1937, the share of the deceased coparcener
goes to th> w'dow as if there had been a partition at the time of his deatn.
Sc, the duty would have to be paid only frcm that share. Would you like
that the estate duty should be recovered from the estate as a whole, or from
the share only ?

Shri Dhir : That is exactly what is said here. In arriving at the value
it should be taken as if the partiticn kad taken place at the time cf death, al-
thoueh no partition had taken place, and arrangements should also be made in
assessing the property to be taxed tc include the commitments of the family
on accourt of married and unmarricd daughters etc.

Shri Wallach : As we have said cn page 3 of our memorandum, there
should be a graduated scale of estate duty, d:pending upon the proximity
of inter vivos gifts to the date of the death.

Shri Dhir : The Bill specifies two years. We suggest that 1t should
be reduced to one year. Further, a.gift made a iong time before death sheuld
be charged at a lower rate thap another made just befere death.

Shri Wallach : Then we suggest in para. 4, page 3, that controlled
company should be definzd in the Act.

My, Chairman: Will it not be better it it is regulated by the rulss,
sa that the definition may be chaprged from time to time acccrding to
exigencies ?

Shri Wallach : Yes, but we think that if the definttion is given in the
Act itself, it would be better.

My, Chairman : Have you ary dufinition of your own ?
Shri Wallach : We do not have it here, but we can let you have one.

r. Chairman : Plcase let us have it later.
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.

Shri R. Venkataraman: You represent the assessees. Would you
prefer to have an appeal to the Board of Revenue, or weild you prefer an
appeal to an aprellate tribunal, or are ycu satisfied with a :tarement of the
case to the High Court ?

Shri Wallach: We think that tke assessing authority;*eiz. the Board
of Revenue, should be right outside the appeal. The appellate authority
should be otber than the assess’ng authority.

Shri K. K. Basu : Whar s the reason for your wanting a definition
of “controllad company” in the Act itself 2~

Shri Wallach : It would enable a bettzr appreciaticn of the complete
scheme cn the part of the putlic.

Shri K. K. Basu: If as you suggest the definitior of the ‘contrelled
company’ is embodicd in the Acr itself, th2p it will kave to be amended from
time to time as the exigencies of the situatior would require, to meet cases of
evasion, and the Govarnmert would be placed in a more disadvantageous
position, in dealing with evasgion cases.

Shri Dhir : The first answer weould be that even the rules will have
to be made public, and accerding to the provision 1o the Bill, they will have
to be bid before the House, rot less than 15 days before beingissued, So,
even if the definition 1s made by means of rules, then it cannot be kept secret,

Shri K. K. Basu : Is it your idea that if the definition is in the Acr itself,
and if any amendment is to be made te that definition, then there will be a
chance for the Parliament to discuss 1f, with a view to rectifying bad drafting
or anytking of thar sort ?

Shri Dhir : Our idea is only this, that the Act is being made for the
first time, and so the public shculd be 1 a position to completely assess the
various possibilities under this Act. We are cnly asking for an c¢pportunity
for better appreciation of the whele thing.

Shri K. K. Basu: In para. 5 of your memorandumn, dealing with
relief from double taxation, you have stated that where a part of the property
subjecred to charge in India has also paid duty in a foreign country, credit
should be given from: the Indian duty payable, of an amount of duty (at the
Indian rate of duty or at the foreign rate of duty, whichever may be lower)
attributaole to that part of the property which is subjected to charge in a

foreige country.
Shri Dhir : This is only for the purpose of reli=f from double taxaticn,

We have suggested that orly until such agreements have be:zn negotiated,
this relief or concession should be given,

Shri K. K. Basu : In para. 8, you have stated that businessmer should
be associated as valuers or referses when determining the value of the property
of the deceased. What are the special reasons for the suggestion made ?

Shri Dhir : The reason is that in certan cases, the value of the property
cannot be determ'ned exclusively with reference to the return. Taking a
concrete case, for instance, the Regal Buildings 1n Delhy, its real or eff=ctive
value cannct be dstermined with reference only te (he original cost or with
reference only to its present cost, because there 1s no buyer for it. Therefore
we say that enly businessmen wculd be in the best positicn to advise on the

real value of that property.
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Shri K. K. Basu: Do you mean 1o say that it should be left to the
opticn of either party to select the valuers cr referces, and that it would be
helpful for the Gevernment or the assessee 10 select their own valuers from out
of a panel of names ? What class cf valuers you would like to bave,

whether an accountant or a businsssman ? _

Shri Wallach : The Government will presumably sclect the valuers but
we have put in the word ‘businessmen’, for they will be able to cffzr useful
views on values very often.

Shri K. K, Basu: In answertoa questicr: earlier, you stated that you
would prefer an appellate tribunal consisting of High Court Judges. Is it
the suggestion that there shall be an appellate tribural as provided in the
Income-Tax Act, of that tke case should gos traight to the High Ccurt,

instead of the Appellate Tribunal 2
Shri Wallach ¢ That is a matter of detail, which can be worked out.

Shri K. K. Basu: In the case of she Income-Tax Act, we have an
Appellare Tribunal, before the case can be taken to the High Court......

Shri Dhir: Inthe case of appeals in connection with income-1ax,
such app als li to the HighfCourts, cnly op cu stions of law, Bt in this
case, we want appeals on both questions of law as well as of facts.

Shri Raghabachari: In para. §, you have asked for srecial prot
visions for the exemption of dwelling bouses. Perhaps your reason is  tha
the house should be left to the successors. Supposing the house is sold

away a little later.

Shri Dhir: That is quite a dificrent thing altogether. Even under
the various Debt and Insolvency AcCts, dwelling houses ar€ excmpted, and
cannot be touched. The same is cur argumen® bere also.

Shri Raghabachari: Supposing a dwelling housc is exempted, but
is sold a Iittle later, will it not be reasop able to expect the tax to be paid then ?

Shri Dhir : That was ?vhy we have suggested that the dwelling bouse
should be exempted alrogether.

Shri Raghabachari: In clause 52, 4 provision is made for penalty
for default. Do you want any appeal against that ? ;

Shri Dhir: We wapt appeals on both questicns of law as well as of
law, to the High Court.

Chairman : Thank you ‘for the trouble you have taken a:d for your
valuable suggestions.

(Witnesses then withdrew)

(The Select Committee next examined by the following witnesses)
Witnesses Examined

Name of the Association .__Federation of Indian Chamiber of Commerce
& Industry, New Delhi.

Representatives r=—(1)-Shri ' S. P. Ja n—DPresident.
(2) Skri N. Dandekar.

(3) Shri P. C. Rao. £
(4) Shri Krishnamurthy.
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(The witnesses were colled in and they tock their seats)

Mr. Chairman: You have givén us a very elaborate m morandum.
If you want to give som: more peints or if you want to claborate further any
particular points which you bave alicady referred to in your mom randum,
you may do so. You may take them in the order of importance and lay stress
on each.

Shri Jain : We propose first to add a few more points and I will request
Mr. Dandekar to place these viewpoints..

Shri Dandekar : There are three things whick we have not referred
tc 1n the memorandum but which we think sufficiently im orrant and T would
like to srate trem straizh*way. Fisst, we had suggested in th- m morandum
that the problem of payment of duty was going to prosent considerable diffi-
culty, particularly in those cases in which the estate did not bave sufficient
resources of a liquid character to pay the duty required and we had in our
memorandum merely posed the problem as a problem which the legislature
would have to tackle—as to i what way, if it was at all possible, would it be
feasible to make possible payments in kind ? Now in the mrmorandum we
have only made oae suggestion int that connection which T will briefly mention
here, and that is, that to the extent that the estate of a deceased has got Go-
vernment sccurities the payment of duty may also be accepted in securities
either at *he market value on the date of death or at the average market value
of the year preceding the date of death whichever may bz higher. But the
main problem of finding a solution te the difficulty we left open. After
careful consideration of the issues inyolved, the suggestion that we would
like to make is this ; where the estate of a deceassd has by way of cask and by
way cf securities—and by ‘securifies’ T mean what s regarded-as secutities
for income-tax purposcs—inadequate funds for paymert of estate duty
then when the valuation of tha esrate is completed and the adjustment has
been made, the person accountable should have the right to off r to pay in
kind at his option any particular item of propsrty that he may wish to offer
from out of the property that was left, and at the value assessed by the taxation
authorities. I hope I am clear on that. - -

My. Chairman : If he nas a house, then Gcvernmeant must take the
house ?

Shri Dandekar : Where the liquid assets are inadequate for paymeant
of"estate duty, we submir that the cnly way to aveid hardsnip 15 that the Go-
vernment should take whatever he cffers in kind at the valuation Government
themselves have placcd on it ' |

Shri Tyagi: Hcw do you d'stinguish between taking over in this
manper and auctioning or sclling it ?

Shri Jain : The distinction is this : if you take it over in this manper
you take it at a valuation wbich Gevernment have made and which valuation
is not a forced valuation, whereas if we suggest that the property should be
auctioned, then 1t would be a forced valuation which might be extremely
low as cempared with the proper markst value which has been assessed for
the estate duty itself. Therefor: where the funds are inadequate..........

Mr. Chairman : For his own purposes ?
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Shri Dandekar : His own purposes do not come all of a sudden as a
result of death, as would in this case by-way of a large sum payable by way of
estate duty. His own purposes may be for education, marriage, etc. which
can be anticipated and provided for. They do not come with such sudden
impact or in such large amount, whereas the estate duty comes as a sudden
impact and may come in a very large amount and may completely disrupt the

property or whatever he has, -

Mr, Chairman: You will pay all your servants also in kind ?
Shri Dandekar : Those are current expenses. I am drawing a distinc-

tim‘
. Mr. Chairman: Are you in favour of Government taking over any-
thing he has in hand. If a man has got cattle, then it must be taken over.

It 1s peculiar !
Shri Dandekar: It may sound peculiar for this very reason......
Mr. Chairman : Has it be done in any other country ?
Shri Dandekar: No, except to some extent. -
Mr. Chairman: Where ?
Shri Dandekar : Securities are accepted in the U. K.
Mr. Chairman : Your ‘kind’ means restricted to securitics ?

Shri Dandekar : No, no. By ‘kind’ I mean anything that is there in
the estate as such.

Mr. Chairman: Is it to show to the Government that valuation is
wrong ?

Shri Dandekar: No, Sir. The purpose is, wheré there are no
OS Eities :

Mr. Chairman: Ifitisa lump sum and cannot be paid except by way
of sale of property which will fetch unduly low prices in the market, give him
sometime and take it in instalments. That seems to be more reasonable than
taking away whatever he has got.

: Shri Tyagi: Would you be satisfied with facilities for payment in
instalments ? '

Shri Jain : The position is that the cstate duty is not an ordinary pay-
ment. It will be a substantial payment. This proposal that has becn made
is only in cases where sufficient money or securitics are not available. If
the estate has sufficient cash or government securities to discharge its obliga-
tions towards the State, our proposal is that he should make payment through
cash and government securitics, but where such money is not available, a
certain provision must be made so that the estate may liguidate its obligations:
and liabilities towards the State. How that should be done is a matter of very
great importance, both for the State and for the individual. While we are very
anxious that the State must have guarantee and security that they receive their
just dues, it is also desirable that methods should be evolved so that in the
process of realisation of this duty the wholé of the estate may not be made to
liquidate itself entirely. In such cases of hardship, the proposal is that only
at the assessment value made by the Government, the individual may have the
option to part with such part of the estate. | |

Shri Gadgil : By instalments ?
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Shri Jain: It should be left to the option of the assessce. He may
make the payment by instalments and if those instalments also are not possible

—sometimes you can find that it will not be possible to pay the money through
instalments........

Mr. Chairman : Your point is this : Convert it in terms of money—

the value put on it by the Controller. If there is a deficit, let the Government
bear it.

Shri Jain: No, Sir.

Shri Dandekar : That is only a consequence. That is not our point.
Our submission is that if there is enough money to pay, it must be paid in
money. Where there is not enough money, our submission is that the only
way 10 prevent an assessce from being completely wiped out by a forced sale
i:f; that the Government should themselves take the property and at the valua-
tion they themselves have placed upon it.

Mr. Chairman : What are they to do ? Going on acquiring houses
and other things in the whole country ?

Shri Dandekar: That is an administrative problem.
Mr. Chairman : They have to put it to sale.
Shri Dandekar : I suppose so.

. Mr. Chairman: Then they incur a loss on that very day. They put
it to auction. A property worth Rs. 1,000 may fetch Rs. 500. Otherwise they
must manage the property and have chunks of land from place to place.

Shri Dandekar : Quite so.

Mr. Chairman: Have you got any concrete suggestion %
Shri Tyagi: If you read clause 64, it says : '

“Where the Controller is satisfied that the estate duty leviable in respect
of property cannot, withiout excessive sacrifice, be raised at once,
he may allow payment to be postponed for such period, to such
extent, and on payment of such interest not exceeding four per
cent or any higher interest yielded by the property, and on such
other terms as he may think fit”. ‘

Shri Dandekar : I think it is an admirable clause, but do not think
it is enough, because of the situation that can arise. |

Mpyr. Chairman : Your suggestion is that Government must take away
any property which the assessee offers, in case he has got no liquid assets.
You are not interested in easy instalments ? You stick to only one course.

Shri Dandekar : No. It is at the option of the assessee and he may
well prefer instalments.

Shri Gadgil: How do you react to the suggestion that if there is a
managing sgency of the deccased, it should be put to sale in realisation of the
estate duty due ? Would you consider it as disturbing the entire business ?

Shri Dandekar : Isthat point arising in the present connection, Sir ?

=

Shri Gadgil : It is in this connection. The suggestion is, if there erc
no liquid assets, then the property should be valued and Government should
take any property which is equal to the amount of duty leviable......

Shri Dandekar : which the assessee offers.
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Shri Gadgil : In this connection, there is a managing agency belonging
to the deceased and if that is to be valued, are you agreeable that the Gov- °
ernment should take it up ?

~ Shri Dandekar : If the assessee offers it as the property in kind with
which he wishes to pay the duty, certainly Government may take it.

Shri Gadgil: I do not think if the Govt. takes it over, it will disturb
the business.

Shri Dandekar : Tt is at the option of the assessee of the person
accountable. If he chooses to offer the managing agency, there is no objection
to it.

Shri Tyagi: In the sclection of the property also you think the assessee
must be given the choice as to which property should go to Government.

Shri Dandekar : Quite so.

Shri Tyagi: So he may offer a property which has ne market value.
One property may be sold readily, another may not.

Shri Dandekar : Valuation would take care of that problem. If a
property is worthless, the value will be Iess. _ |

The second point is this. We submit that appeals should not be to the
Central Board of Revenue but to an Appellate Tribunal somewhat of the kind
that is constituted for income-tax purposes. The reason is that it is only
natural and inevitable that the view that the Central Board of Revenue *v..vould
take in appeals in revenue matters would necessarily be a revenue point of
view. Inamatter of this kind which is a capital level on each death; I think
the appeals should go to a body of the type of the Appellate Tribunal that
functions under the Income-tax Act. - |

Mr. Chairman:  Are you not aware that under the Income-tax Act
there is an Appellate Asstt, Commissioner ? There is a Controller here with
power to appoint a number of subordinate officers also.. It ought not to be
as if every case will be disposed of by the Controller here. Some cases may
be disposed of by subordinate officers, as in the nature of income-tax officers
by estate duty officers, in which case the appeal goes only to the Appellate
Income-tax Commission. Even in that case the Board of Revenue will not
look into it. :

Shri Dandekar : In the bill as it stands all appeals go to the C. B. R,
and what we are suggesting is that all appeals should go to the Appellate
Tribunal and not to the C. B. R.

-Shri Gadgil: Do you suggest the income-tax machinery should be
adopted or would you suggest some changes ?

Shri Dandekar: The same principles as exist in the income-tax
machinery should be followed. -

The appellate machinery that we suggest is also similar to that exjsting
under the Income-tax.

Then on the death of a person all his assets inclusive of gold, silver etc.
have got to be included in his estate. But it is common knowledge that assets
of that kind can easily be concealed from the reyenue authorities. Admittedly
by the concealment by the descendants of the deceased, there would be 3

s& P8,
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great deal of loss of revenue, and there would be a considerable incentive in
that direction. In order to benefit the country’s economy, our suggestion is
that people should invest in new ventures. It would be for the Government to
define what is new and they must be ventures of an approved character. Our
submission is that investments in new ventures of an dpproved character
should be excluded from the aggregate value of the estate. In the income-
tax Act there are provisions in respect of new enterprises. There we have
allowances by way of depreciation. There is also further provision for total
exemption from tax on income for 4 or 5 years. That is more or less the
principle that we are suggesting for adoption in this particular case.

Shri Tyagi: It comes after every death. You cannot have for 4 or
§ years. '

Shri Dandekar : There is a great deal of incentive for people as they
reach retirement in life not to have their wealth kept in forms which would
easily help them to avoid death duities. |

Shri K. Desai: Gold must be circulated somewhere. Somebody
must have got that gold.

Chairman : After all somebody who is left must purchase this gold.

Shri Tyagi: There isa danger of the particular ventures becoming
so crowded that you have not got any margin of profit in these ventures.

Shri Dandekar : It will be a very good thing. New ventures may be
defined.’

Shri Tyagi: Very few will die within that period.

Shri Dandekar : New business would be regarded as new for about
5 or 10 years from its commencement. If this is not done there will be a denial
of incentive for people to go-ahead and invest in new ventures.

Shri Gadgil : This suggestion works in a discriminatory manner.

Shri Dandekar: When we are considering the effect of this on the
overall economy of the country we have got to see whether the structure of
our economy would be an incentive for hoarding of wealth. If the methods:
we suggest are accepted there will be no incentive to hoard wealth.

Shri Gadgil: We may give a differential rate instead of giving them
complete exemption. If at any time subsequently the Government finds that in
order to attract more capital in order to encourage new ventures it can say
that if anything is invested between now and another point of time, that will
not be subject to the same rate of duty as other property. I think that to give
a straight exemption would be discriminatory.

Shri Dandekar : There is much in that modification. I think it would
be a very good way of achieving generally the same purpose.

Shri Tyagi: Do you think Government would earn some .1ore money
in shipping, insurance etc. ?

Shri Dandekar : I think it would but I would be reluctant to 1.>ake
an estimate but I do feel that there would not be that incentive to hoard wealch
in forms which are unproductive. There would be freedom to invest in

forms which would be productive.

Shri Tyagi: I was inclined to get more hidden money if possible.
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Shri Dandekar : In clause § we have suggested that in respect of
agricultural property in the non-scheduled States which would be exempted
under the Act, it will be equitable while continuing the exemption that they
should be included in the total aggregate of the estate for determining the
rate of duty applicable to the tax of the State. ‘The purpose of that suggestion
is fairly clear. As a result of discussions that I had with important people
[ understand that it might be regarded as a constitutional difficulty ; it
is felt that even the inclusion of non-taxable agricultural property in the
total estate for rate purposes might be regarded as unconstitutional in view of
the central power as against the State Government power. If there is no such
objection I would not like to waste the Committee’s time on that.

Shri Tyagi : As regards the rates on landed properties and agricultural
lands in the States where the Act will not apply, that property may be reckon-
-~ ed for assessment. We can as a matter of fact raise the rate and realize the
land here.

Shri Dandekar : If you agree to that, I have nothing more.

Shri Gadgil : You can take the whole of the property for the purpose
of the rate but the value of the property will escape.

An hon. Member : If you raise the rates you receive more which results
in over-taxation.

Mr. Chairman: You raise a constitutional issue. As for the agri-
cultural land, the Centre has no right to legislate and that 1s why a schedule
has been given. The schedule can be augmented by an act of the legislature.
Till then it is open to the State Government to say that agricultural property
shall not be liable to this duty. Even if agricultural property is included as
liable to estate duty, the debt may be recovered from non-agricultural proper-
ty only. Therefore, it is not obligatory that the Government should
distribute this over the various items. Any property can be proceeded against.

Shri Dandekar : My submission is that no duty whatever should be
recovered in respect of agricultural property which is in a State and 1s not
included in the Schedule.. If thereis property A which is taxable, and property
B being in a non-scheduled State is not taxable, you aggregate the two not
for the purpose of determining the amount of duty but for the purpose of
determining the rate at which the duty must be levied. You should determine
the aggregate amount of wealth in this way, as is done in income-tax.

|
Mr. Chairman: Take income-tax. Agricultural property is not
liable to central income-tax, though the provinces may impose income-tax.
On the same lines, would you say that the value or income from agricultural
property also should be taken into account for fixing the rate here ?

Shri Dandekar : As a theoretical proposition, it is a mnecessary
consequence.

Mpr. Chairman : But do you think it is legal ?
Shri Dandekar : I wurld say it is not desirable.
Mr. Chairman : But is it legal ?

_ Shri Dandekar : It would be legal.
Mr. Chairman : Is it being practised now ?
Shri Dandekar : It is not,
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Mr. Chairman : It is not allowed under the law as it stands. The
Federation has no landed property. They are all industries. So, is the bias
there in favour of industries ?

Shri Dandekar : The bias is in favour of equal incidence of taxation
where there is an equal aggregate of property. I woulll like to invite the
Committee’s attention to clause 7. We would suggest that maintenance in-
terests should be regarded as limited interests.

©  Mr. Chairman : Don’t you think that the existing clause as it stands
1s quite clear that the benefit which accrues will be minus all the obligations ?

Shri Dandekar We desire that it may be specifically stated, but if
you think that that is the intention, then our objective is served.

In regard to clauses 8 and 9, the first thing that I would like to say is this.
In respect of gifts inter vivos, the time limit should not be two years, but one
year. The second thing is that in regard to msurance policies, provident fund
moneys, family pension funds etc., if the assignment had been made within
the valid period of the gift, namely one year, the gifts should- be treated as
vlflid gifts inter vivos for purposes of non-inclusion in the aggregate value of
the estate.

In connection with gifts mortis causa, we suggest that certain gifts should
have no time limit at all and we have explained what those gifts are. Then,
as respects, gifts which should have no time limit or gifts to dependents like
servants who have rendered long service or relatives, the gifts to these persons
up to a certain limit in each case and an overriding limit in the aggregate should
be exempted notwithstanding the fact that they may be gifts mortis causa.
The other point is that where death supervenes upon a very serious accident
or an air crash or railway collision, and the man just before he passes away
says “‘(Give 20,000 to so and so ; give the house to my daughter’” or things
of that description, there is a clear case for exempting them and not as mortis
causa gifts which should be added to the estate.

Clause 14 deals with insurance policies. I have already referred to our
suggestion that ordinary assigned insurance puhmﬂs, or provident funds or
family pension funds should be treated as gifts incer vivos, where the instal-
ments are recoverable from the assignees. 1 am now suggesting that in the
case of insurance, irrespective of whether the donor goes on paying or not,
the assigned policy should be treated m exactly the same way as gifts nzer
zizos. Most of the senior employces have their property either in insurance
policies or provident fund. Most of them will be leayving substantial sums—
sums necessary for their families to maintain the standard of living to which
they are accustomed.

_—

Mr. Chairman : Could not this be achieved if you give a decent
exemption ?

Shri Dandekar : I think there is a special case for provident funds and
insurance policies notwithstanding the fact that the contribution goes on being
made by the deceased right up to the date of his death. In this, I include
nominecs also.

Shri Tyagi: Supposing somebody assigns a policy to his daughter

or son and that person dies before the assignor and the policy reverts back to

the assignor ¢ Waill that not be assessable for estate duty ?

———
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Shri Dandekar : Once the money is realised, naturally, it becomes
taxable. As regards the exemptions I am suggesting, I want to point oat that
everybody cannot take out new policies for escaping estate duty. If we were
discussing the policy of estate duty some thirty years before and people knew
of it, such a thing may have happened. At present, that is not possible.

Shri Tyagi : If the assignee dies and the policy is considered as immun:

from duty, and the policy reverts back to the assignor, it means, that policy
will pay no duty.

Shri Tyagi: An insurance policy must be legally pinned down to one
person, so that it is the property of either the assignee or the assignor. If the
person to whom the policy has been signed before the death of the policy-
holder dies, then it reverts back to the assignor.

Shri Dandekar : That is so.

Coming to Clause 30, dealing with quick succession relief, we have two
submissions to make. ‘The Clause as dratted confines thz relief to property
consisting of land or business passing on the death of any person. Our point
is that if there is any case at all for quick succession relief, then it is exactly
the same case for all property that passes on successive deaths. Either there
Is a case for all property, or there i1s none.

Mr. Chairman: The principle behind this is only this. If there is
land, then the estate duty should not lead to fragmentation and if there is

business, then it should not be divided and destroyed, by payment of the death
duty.

Supposing the man who dies sells away all his property before his death,
then nothing can be done. If he leaves anything to the successor, then the

point is that let the Government and the successor share the same. ‘T'hat is
all the principle involved.

Shri Dandekar : The principle is a little wider. A given estate ought
not repetitviely be subject to a tax of the character of an estate duty, which is a
capital levy, imposed in relation to a certain accident in the lifetime of a person.
The whole principle of repetitive succession relief is that a given corpus ought
not to be subjected by the State to a capital levy except at certain time intervals.
Our first submission is that all property that becomes otherwise liable to re-

petitive taxation dus. to repeptitve succession should be given the benefit of
this rapid succession relief.

The sscond submission is that the relief contemplated in the Act for
successive dutics is the most inadequate, both in relation to the conditions
in this country as well as in relation to the fact that the estate duty coming here
for the first time, we ought not to limit the relief to what is the least that is now
being given in any country, but that we ought to start with what is the most
that was given or is being given in any country.

Mr. Chairman: Are you aware of any provision in any country by

which lands, buildings and movable properties have been exempted from
quick succession duty ?

Shri Dandekar: There is a differential rate of taxation, but not as
far as 1 am aware, a total exemption.

The point that I am concerned with here is this. Firstly, there is a case
for relief on repeated deaths, and secondly that case and thi2 relief given should
be related not to the legislation in @ country that gives the least relief, but to
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legislation in countries now or in the past where the relief at the beginning of
such taxation was considerable, because as time goes on, the people could
adjust their affairs to the requirements of the taxation structure of the coun-
try, and it would be in order to tighten up this repeated death relief later.
Therefore, we have made certain suggestions here for liberalising this parti-
cular relief.

As regards exemptions referred to in clause 32, we would like to speciii-
cally add the dwelling house, the place ordinarily used by the family for the
purpose of dwelling, and the personal effects of the deceased, if necessary,
upto a certain limit of value.

Under clause 34, which is a very important provision, we would like to
make two suggestions, the one procedural, and the other substantive.

The substantive suggestion is that the exemption limit should be of the
order of Rs. 2 lakhs. It sounds. very large, but it is not large, when you put
it in the context of what this same property was worth some 10 years ago or
during the pre-war days of 1919. So we are only making a just suggestion
for exemption.

The second substantive suggestion is that the rates of duty in the first
years of this very important levy should be very very moderate.

There are two procedural suggestions we would like to make in this
connection.

1. This exemption limit as well as the rates of taxation should be embodied
in this particular Act, and not be the subject matter of annual Finance Act

Changes.

After all, when we are really dealing with a capital levy, it ought not to
be related to the annual financial requirements of Government.

Mr. Chairman : You mean that both the exemption limit and the rate
of duty should be fixed once and for all by this Act, to be amended only by
amendments to this Act, and not by amendments to the Finance Act every year.
In other words, you mean that this Act is more permanent than the Finance
Act, and so the rate of duty ought not to be the subject of review almost every
year in the annual Finance Act. Would you siy the same thing with respect
to income-tax also ?

Shri Dandekar: I would not.

The second suggestion that I would like to make is that fairly sound
conventions ought to be cstablished, and announced at the time of the intro-

duction of this Act.

Mr. Chairman: One man does not die in conspiracy with another
man. Each man’s property passes to his own heirs. Therefore what differ-
ence does it make to the man who paid one tax at one time, if for the man who
is going to pay the tax at another time, the rates are changed ?

Shri Dandekar : The point is only this. It would enable cvery person
to arrange his affairs, from the point of view of what the State is going to levy
as duty, of how many dependents one has, etc., and other considerations
of similar character, and of a long-term nature. It would enable them to
effect savings sufficiently to meet such long-term responsibilities, such as
marriages, births, education, protection of unmarried daughters, widows
etc.  If the rate of duty were constantly fluctuating, then there would be an
enormous uncertain factor in one’s planning.of one’s family affairs, That
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is why we would suggest that the rate of duty should be fixed in the Azt itself.
If the person is a prudent man, then he can take up an insurance policy s uffi-
ciently well in time, for payment of such estate duty as might be payable
later on.

Apart from this being embodied in the Act, we would earnestly request
that at the very commencement of this Act, the Government might make
proper announcements about a convention to be established that this Act
will not be amended in respect of rate of duty, and consequently there will
be a certain permanence about them, as far as possible, for a period of five
years or so, and that when rates are changed, they will not be violently done
and made effective with immediate effect, because nobody is going to deli-
berately die or think of dying for the purpose of avoidance of taxation. Any

announced changes in the rates of duty should become effective some tim e
little later.

- -

We have stated in the memorandum

“It would also be conducive to a healthy working of the Act if the
rates of duty, once enacted, remained unaltered for at least
five years and if alterations in such rates did not become effective
for at least two years from the date of their enactment.”

Mr. Chairman : But do you think that any Act of Parliament is
binding upon any other Act of the Parliament ?

Shri Dandekar : At least conventions and declarations of policy.
So far as the penalty provisions are concerned, we think they are unduly
drastic, and it is rather peculiar, that though the controller has been given the
power to reduce the penalty in any particular case, it may seldom be exercised
by the Controllers, as the experience with the Income Tax Officers amply
testiied. He has been given the power to reduce the penalty, but in fixing
the penalty, he is apparently left no discretion at all. We are not very clear
why he is not given the initial power at all.

As regards cases of hardship, we would like to urge upon the Committee
the desirability of having something similar to clause 63, to deal with cases
of undue hardship to individuals, small family units and small businesses.

The only point I would here stress is that all taxation measures, of which
the incidence has been heavy, generally contain provisions for straightening
out inequities. Under the EPT Act there is section 26, and there are several
other special relief provisions under which the assessing authorities or other
superior authorities were given ample discretion to remove inequities which
would otherwise be met by the assessees in the matter of payment of taxation.
Our submissionisthisis 2 matter in which we have no experience—no
experience of how the thing is going to work—the administrative machinery
has no experience of how it is going to work. All these factories were present
when the EPT Act came and in those circumstances it was thought necessary
for EPT purposes to have special relief provisions. Similar provisions here
would not be out of place.

Shri Tulsidas : The definition of ‘controlled company” is not put in the
Act. Can you suggest a definition ? That is a yoint we would like to know
from the Federation, because under the present Act the definition is not
included, but the powers of rules are in the hands of Government,
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Shri Dandekar : We have not specifically thought out at the present
moment a definition for ‘controlled company’. We were rather proposing
to await the definition which was proposed to be given and we would then
be in a position to offer helpful advice as to what the definition might concei-
vably be. -

Shri Tulsidas : Could you send it later on ?

Shri Dandekar : Yes, we will be glad to have the opportunity of
sending it.

Shri Tulsidas Kilachand : The Committee should have it as soon
as possible in order that we can know how the definition can be framed.

Now, with regard to life insurance policies. The Chairman put a ques-
tion and Tyagiji also made a mention of it : when a policy is assigned and
the assignee dies, then what happens ? To my mind, when the assignee
dies, the assignor becomes the holder of the policy. Therefore, if the assignee
dies, the amount of money would come back to the assignor. I do not,
therefore, think there is any chance of keeping their property out of estate
duty. Is that the correct position ?

Shri Dandekar : No, Sir. I think the correct position is really in
between. Mr. Tyagi was quite correct in what he said—that to the extent of
the exemption we have suggested, it would be exempted from the estate of
the assignor. Equally, if the assignee predeceases the assignor, then the
property reverts to the assignor and therefore is not includable in the assignee’s
property. To that extent, Mr. Tyagi is correct. But the exemption would
be only to the extent we have indicated.

Shri Tyagi : To the extent of ?

Shri Dandekar : The policies which have been in fact assigned
Otherwise it goes under the genetral exemption that we are suggesting in res-

pect of duty payable.

Shri Tulsidas Kilachand : When an assignment is made and if the
policy is exempted, if the assighee dies the assignment is gone and naturally
the policy becomes again available to the assignor.

Shri Tyagi : What I was. emphasising was that at every moment,
every property, whether it is assigned or originally belongs to somebody,
it must be pinned to somebody, somebody must be the owner, either the
assignor or the assignee, and whosoever is the owner, he must pay.

Shri Dandekar : I would like to add one thing to w at I said—that
if the assignee predeceases the assignor it becomes part of his estate so that
the assignor will then pay duty subject to the exemption under clause 14,
so that it does not altogether go out of the purview of duty.

Shri Tyagi : I am not clear about it.

Shri Dandekar : I will explain it further : Under the proposal
we have made, if the assignee survives the assignor, then of course there is
an exemption. If, however, the assignee predeceases the assignor, then the
assignment is gone so that it would form part of his estate and Evauld pay
duty save to the extent that if the recommendation we made regarding clause
is accepted, it is exempted to the extent of duty payable.

Shri Tyagi : In that case that property carries only 50 per cent risk.
Other properties carry full risk. In this case, both the owners must die,
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then only it will be duty. If one dies it comes to the other and then the pro=
perties will wait for the other to die.

Shri Dandekar : Let us suppose that the assignor dies before the
assignee. If the policy has been assigned, it is exempted but when the
assignee gets the money and if he dies the policy does pay duty because there
is no other policy; it is money.

Shri Tyagi : It is not clear. Suppose I am the assignor. I assign it
to A. Now both of us are living. The policy must belong either to me
or to the assignee. Whoever dies, well he must pay the duty. While both
of us are living, we must know as to which of us is to pay the duty. If the
assignor dies, the assignee gets the policy immediately. He is my survivor,
He must pay, and if he dies, well, then the property comes 10 me.

Shri Dandekar : We are. getting away from the first point. The
point was this that under the proposal...............

Shri Tyagi : If a gift is conditional and it has to revert back to me,
well that gift may not be considered to be free of duty. Because it is condi-
tional, I still continue to have my interest in it. So it is not a perfect posses-
sion. I have not parted with it. If it reverts back on account of a mishap,
then that may not be taken to be a gift. -

Shri Dandekar : 'That is precisely what happens. If the assignee
dies betore the assignor, the policy reverts to the assignor and it forms part
of his estate.

Shri Tyagi : Because it i1s conditional, it is not a complete gift. If
the assignor dies and the assignee gets the money, well he must be deemed
to be the successor and therefore he must pay the duty.

Mr. Chairman : There is no limit to the amount a man may insure
for, Do you mean to say all that must be exempted ?

Shri Dandekar : If it has been assigned—yes.

Mr. Chairman : I can understand poor families insuring for a small
amount. But in the case of those who are rich, they may insure for five or
six lakhs. Is that not one of the methods of evading estate duty ? Would
you say that provided it is assigned to a third person, the children have no
tereste SmEsthatLai v i dniives :

Shri Dandekar

Mr. Chairman : If it is assigned to sons and heirs, dependents, you
want to claim exemption ?

In that case I would not claim the exemption.

Shri Dandekar : I will then claim exemption as an ordinary assignment.
If it 1s an assignment to dependents, then our submission is that even re-
vocable assignments ought to be regarded as.....cc.cvocvvees.

Mr. Chairman : It is an out and out assignment in favour of wife
and children, would you say............

Shri Dandekar : In the case of completely irrevocable assignments,
the matter is already covered by the laws relating to gift.

Mr. Chairman : In insurance also he tags on the 6bligation. If as
soon as an insurance policy is assigned the assignee goes on paying further
premia, he becomes the heir. But if the assured is to pay further premia ?

28 PS
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Shri Dandekar : To meet that point, I think the suggestion we are
making should be limited to dependents, if it is assigned.

Mr. Chairman : It should be treated as a gift and whatever may be
the value has been assigned to some other person.

Shri Dandekar : In that case the exemption we have suggested should
not apply.

Mr. Chairman : If it is in favour of a third person, there ought to be
no exemption. If it is to wife and children, there ought to be exemption.

Shri Tulsidas Kilachand : When a life insurance policy is assigned,
the interest of the donor is still there because he still goes on paying premia.
Therefore, naturally it is not a gift. How do you reconcile between your
suggestion and the point that has been made out by the Chairman ?

Mr. Chairman : I have already asked him.

Shri Tek Chand : May I invite your kind attention to page 14 of your
memorandum wherein you deal with payment in kind. I assume you are
aware of section 56 of the English Finance Act of 1910 wherein payment in
kind is visualised in England. What I want to know from you is whether
you suggest payment in kind for purposes of payment of duty only or you
also suggest as a check against over-valuation.

Shri Dandekar : I am grateful that you have asked that question.
It is not intended as a check on valuation at all. It is only intended for the
purpose of facilitating payment of duty and then only in those cases ir which
liquid resources inclusive of securities are inadequate for the purpose.

Shri Tek Chand : May I call your attention to page 10 of your memo-
randum wherein you have informed us that in Chile there is no levy on a
second succession within a period*of 10 years. In England you yourself
know that the method of relief in cases of quick succession is by way of pro-
gressive reduction in death duty. Having regard to the conditions of develop-
ment of our country would you recommend to this committee the Chile
practice or the rule where there is a gap between deaths.

Shri Dandekar : Our suggestion is somewhere half way. We would
certainly not recommend to the Committee the rule about repeated succes-
sion reliefs that prevails in the U, K. It is in our judgment totally inade-
quate for the conditions here. On the other hand what we have suggested
1s not total exemption if second death occurs within 10 years but we have
suggested total exemption where the second death occurs within 5 years from
the first. We have gone a little further. We have said that where a third
death occurs within § years of the second death, the second death itself having

occurred within five years of the first, then the third death should also be
entitled to similar relief.

Shri Tek Chand : Regarding the Board of Valuers I want to have
the benefit of your opinion on this, The valuers may try to swindle Govern-
ment in the matter of valuation, or on the other hand owing to patronage of

Government over-value the properties. In view of the dangers of both over
and under-valuation what would you suggest.

Shri Dandekar : Ithinkthis is a very important question. I myself
have rot applied my mind directly to the point, of protecting the revenue
authorities from under-valuation. I think the procedure I have suggested
will cover_beth, namely under-valuation against which the revenuge authority
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ought to have protection and over-valuation against which the society ought
to have protection. A procedure such as the machinery we have under the
income-tax administration will probably cover both. The point raised
now adds very considerably to the statement which I made namely, the urgent
need for keeping the final appellate authortiy entirely out of the parview of

the authority of the C. B. R.

~ Shri Tek Chand : Are you of the opinion that it will be a good check
against over-valuation or under-valuation it the aggrieved party could ques-
tion the decision of the valuer in a high court ?

Shri Dandekar : There I havs some difficulty. My own feeling
is that there must be a point at which findings of fact ought to be final. If
between an appellate tribunal which we have suggested and the assessing
officer there is an intervening appellate authority such as prevails in the income-
tax side, then my view would be tbat the appellate tribunal’s findings of
facts ought to be final. On the other hand if the appellate tribunal is going
to be the first appellate authority then normally whetker it is a high court
ot some other similar body there ought to be a second appellate authority

both as to facts and law.

Shri Tek Chand : Would you suggest that the appellate authority or
the appellate tribunal should be an independent body like the High Court
and whether a direct appeal should lie at a certain stated figure say Rs. two

lakhs.

Shri Dandekar : That would be a good way of drawing a distinction
between really difficult and complicated cases and comparatively smaller
and easier cases. ‘This being in the nature of capital levy an appellate autho-
rity ie the nature of a high court would be a very good thing.

Shri Tek Chand : Are you of the opinion that in matters of appra‘sal
and also in the case of taxation and other ccmplicated matters the appellate
tribunal should be manned by an ex-high court judge exclusively.

Shri Dandekar : There I do not think I could suggest much of am
improvement over the existing types of income-tax appellate tribunal where
the bench consists of at least 2 members of whom the senior member is al-
ways regarded as a judicial member and the other is an accountant member.
I think questions like these will be definitely mixed questions of law and fact.
The Accountant is there who is a competent person and he can come to a
decision. As to facts in law, the fawyer or the judicial member would be
competent to go into legal issues and I find it difficult to suggest much of ar
improvement on that. Since the judicial member of the Income-tax appellate
tribunal is by statute required to be a person qualified to be or has been a
judge for 10 years or qualified fo be a high court judge, I think that ade-

quately covers the requirements of the case.

Shri Tek Chand : You are aware of the various acquisition acts passed
by the centre and also by the State and in case of a difference as to the value,
an appeal lies directly to the High Court. Do you think a provision similar

to that is admissible in this case.

Shri Dandekar : It all depends on the intervening appellate machinery
that you have.

Mpr. Chairman : So far as these matters are concerned, the federation
has prepared an elaborate memorandum. The memorandum has already
been explained at great length., We can discuss all these matters,
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Shri Chacko : In your observation on clause §, you have made certain
suggestions. In certain states there exists agricultural income tax, whereas
in other states it does pot exist. I want to kncw whether in- making this
suggestion you include the amount of agricultural inccme tax paid by persons
who own agricultural land. :

Shri Dandekar : We are fully aware that in certain states there 1s
agricultural inccme tax and in others there is not. The problem here is not
a question of inccme-tax but one of equitable assessment of income-tax.
The problem here was ¢f a capital levy by which the incidence should as far
as possible be made equal between two persons who are placed in the same
position. Therefore this has no bearing on the particular problem tkat we
are considering.

Shri Chacko : You have said that incidence of taxation on a person
will have to be taken mmto consideration.

Shri Dandekar : Taxation does not come as a capital levy. We
cannot couple the two problems together. In one case you have perodic
regular assessments of taxation arnd ir the other it 1s a capital levy.

Shri K. K. Basu : When you said that payments may be allowed to

be made in kind, do yocu want to restrict it to buildings and lands only, or
you want te extend it to business ?

Shri Dandekar : Any asset which 'n the limiting circumstances
I have stated the person accountable for duty offers fcr payment of duty
should be accerted. If anybody offers the proprietory interest of business
as payment, that also may be taken,

Shri K. K. Basu : You want exemptions for dwelling houses. Do
you propose a limit to the value of the dwelling hcuse ?

Shri Dandekar : No. The limit is as tc the character of a dwelling
house, i.e., the place where the deceased and his family normally resided
irrespective of the value of the property.

Shri K. K. Basu : Supposing A has several houses and in most of
the places, cne member cr other of his family lives. Is it ycur suggestion

that he has ro select which of these places he wants to declare as dwelling
house ?

Shri Dandekar : Supposing somebody dies and before death he has
to exercise his option, he has to choose a dwelling house which wiil be a dwel-
I'ng house to the satisfaction of the assessing authority.

Shri Gadgil : Is it purely sentiment or value ?

Shri Dandekar : It isreally a mixed question of sentiment and causing
the least dislocatior. The man may not be willing to sell the ancestoral

house and cn the other hard, he may not find money, so he may bequeath
a house.

Shri K. K. Basu : Supposing ne is living in the ancestoral house and
t here 1¢ another house built by his own mreney, which should he bequeath ?

Shri Dandekar : It is a question of fact which the person accountable

weuld have to produce evidence upon as to where the deceased geperally
resided.
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Shri‘i!aghavachari . You have suggestad different rates for agricul-

tural prcperty and non-agricultural property. Would it not be betrer if
there were separate schedules ?

Shri Dandekar : If you had two schedules of slab rates and if ir is
made clear that tne two properiies are not to be aggregated but should be
separate, there would be no difficulry.

Shri Damodara Menon : Regarding irsurance, there are two Kinds
of assignments—ccnditional and unconditional assignments. Do you want
exempt.on for both ?

Shri Dandekar : I have not applied my mind to this aspecft, but
wherever assignments are in favour of dependents, they should be exempted
notwithstanaing the fact thar they may be revocable provided the assigrm:rt
was made beyond the gift inter vivos period. That is, we want exempticn

even in conditicral assignments, provided it is beyond one year we have
sugge.ted.

An hon. Member : What is the basis for the excmption umit cof
Rs. 2 lakhs you have suggested ?

Shri Dandekar : In 1938 if a perscn had left a gift of Rs. 50 thousand,
it would not have been anything tc shout abcut. Now, the price level has
gone up four times, and basing our calculation on the 1938 level, we have
sugzested Rs. 2 lakhs. Our limit shculd not be ccmpared with what is
provided in U. K.

Shri A. K. Roy : Take Ceylon, Itis cnly Rs. 25 thcusand there.

Shri Dandekar : But education upto the University stage is free
there. Health 1s free. Unless all these servicas are provided by our Gcvern-

ment, it becomes the duty of the head of the family to make adsquate provis-
101. : -

Shri M. C. Shah : In an undivided joint Hindu family with ope fatther
and three sons, it will come to Rs. 8 lakhs on the basis of Rs. 2 lakhs exemp
tion.

Shri Dandekar @ It is defferent if all four die together. What is
exempted is only Rs. 2 lakhs if one dies. -

Shri Gadgil : Does the Federation accept or reject the principle of
removal of mequalities ? On page 7 of your memorandum, you have ex-
pressed certain 1deas which seem to accept that principle. If that is so, there
should be fewer exemptions and higher rates of duty.

Shri S. P. Yain : Regarding that, we must consider the cost of living
in the big towns. A large bouse will cost something like Rs. 50 to 70 thousand.
Similarly, an ordinary shop which will give a return of Rs. 500 per month
will require a capital of Rs. 25 10 30 thousand. So, this limit of Rs. 2 lakhs
is not very high. Atter all, in India we have this jcint family system, where
people have been living together. When the estate ‘s owned by frur or
five, it may look big, but that is not really so. When you compare this with
the U. K. or other westernised countries where there is no joint family

Shri M. C. Shah : In U. K. the exemption 18 only £ 3;0-:}0 though the
ncome is nearly twenty five times more.:
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Shri S. P. Jain . Hetc, if you divide the property between the members,
it will be very small For cur consideration, it is as gocd as if the partition
had taken place befure death. It may be that in the interests of the business
they may be living together.

Shri M. C. Shah : But when these inequalities end S s

Shri Jain : If the inequalities are to be ended, we tpink that there cculd
be other methods of doing it. We consider therefor= that this Act shculd be
considered an Act only for the purpose of gefting somc additional revenue for
the purpose cf development of this ccuntry. That is wny we have proposed
that this tax sheuld also take into consideraticn, certain features which will
keep up development in the private secter of the economy of this country.

Shri M. C. Shah : The main objective of th2 Bill is to remove tke
inequalities, and also to get moncy for the development plans.

Shri Jain : If the intentior of the.Government is to remcve inequali‘ies,
I suppose there should be other better methods of achieving that ebjective,

Shri Venkataraman : Orce the Bill has bezn referred to the Szlect
Committae, the principle of the Bill has been accepted, and it is Dct open to
us at this stage to go into the principles of the Bill.

Shri Jain : All that T would like to submit ¢n behalf of the Federation
is that we consider this piece of legislation as a very *mportant one, and this
being a new experiment in our counfry, and we treading a new parh, we must
act with care and caution.

Chairman : Thank you gentlemen for the trouble you havz taken
and for the very valuable evidence you have given us.

(Witnesses then withdrew)
(The Committee then adjourned)

tl.
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(Witnesses were called in and they took their seats,)
Chairman ; Thank you, gentlemen, for responding to ;our invitation _

The procedure that is proposed to be followed is thif. The Committee
will hear all of you jointly and severally if you so wish. After that, if the
Members want to ask any question of any one of you, that would be done..

After that, T shall ask questions, if I have any. Then, you will be discharged.
Kindly start.

Shri Saraiya: Mr. Chairman and friends, in the first place, T must
thank you on behalf of the Federation for giving us the opportunity to be here
even at short notice. We all felt, at our end, that this question was very

important and you very kindly responded to our request to be heard on this
Bill.

I would like, at this stage, to:thank Mr. T. T. Krishnamachari, the
Minister in charge, for the assurance which he has given on the floor of the
House that this Bill is not in any form the thin end of the wedge for national-
1sation, and if Government want to nationalise, they will do it in a different way ..
But, we are very glad that this is not an attempt at nationalisation.

I would like to refer to some of the provisions of the Bill which are most
important and which affect us. But, before doing so, I would like to know why
after this short interval after the passing of the Industries (Development and
Regulation) Act, it is sought to increase the powers of the Government and
tighten the strings, so to say. We have been noticing that there is a very much
improved atmosphere so far as industrial enterprises are concerned and there
is increased production all round. While one need not deny that: there may
be cases of malpractices, by and large, industry is behaving better, and there is:
a better atmosphere and a better understanding between the Government and
mdustry. In fact, for the first time in our history, the Prime Minister had a
very kind word to say to industry. At this time, I would be unfair if I did not
record that this Bill has unset and unnerved some of the industrialists -
some of the best of them. For example, Government’s power to assume
management and control under Section 18A, even denying the right to the-
share holders under section 18E to appoint any Director or do anything in the
management of the concern, has disturbed the atmosphere. It is not a ques-
tion of one bad industrialist feeling like this. But, quite a large number of us,
in Bombay, in Calcutta, in different parts of the country have been feeling so
and that is one of the reasons why, at such short notice. so many friends were
able to come. It is not as if big industrialists are concerned ; smaller imndus-
trialists are more concerned and in proof of that we have Mr. Vaidya here,
who 1s the President of the All India Manufacturers Association and who was
also the President of the Industries Association. I would like very much to-

arge upon you not tohasten this tightening process till we have had some
experience of the working of the Act.

In the past, the Act was passed after a good deal of negotiations between
the Government, labour, etc. There were two Select Committees. What
has been done in the original Bill was the result of a good deal of negotiations
and give and take. Why disturb that stable equilibrium which was reached,

so suddenly without any apparent reason ? These are the general remarks
that I would like to make.

I would like to refer to 2 or 3 clauses which we consider detrimental.
The most important is the clause relating to the Government’s POWer to assu me:
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management and control. It is stated here : In casean industry ‘is being
mahaged in a manner highly detrimental to the scheduled industry concerned
or to public interest’. Who is to judge this ? An industrialist is 2xposed at
any time of his career to kaving his industry being taken over by the unilateral
decision of a department of Gevernment. Today, our relations with, the depart-
ment are excellent. We have no complaint regarding the working of the In-
dustrial Bill so far. The present personnel may not continue, but the law
will continue. We are afraid that if such powers are given in the hands of the
Executive, they may open the doors very wide for a good deal of apprehension
on the part of industries of possibly some malpractices on the part of the
Government or the Government department concerued.

Side by side with this, sectipn I8E denies to the shareholders the right
even to appoint managers or do anything. Once Government have assumed.
the powers, it shall not be lawful for the shareholders of such undertaking or
any other person to nominate or appoint any person to be a director of the
concern. T'here 1s no half-way house. Government straightaway take over
the management and give it—I do not know to whom—perhaps may be a
Corporation as suggested in Parliament, or it may be run by a department of
the Government. There is no right of appeal. The industrialist is not aware
whether he is going to be heard. There is no reference here to the Central
Advisory Council. This is the most drastic provision which has created an
atmosphere of apprehension. My friends around me, who are industrialists,
will probably explain in greater detail how this section is going to affect them.

Then, I would like to take up the clause regarding “new article’, section
3 (dd), where an industrialist who has got a licence is préevented from manu-
facturing an article in the same schedule without a licence. The result will
be that he will have to run up to the department for licences all the year round.
Having granted a licence for an article in a certain schedule, why should 1t be
nccessary for him to get a licence when his undertaking manufactures something
which bears a mark as defined in the Trade Marks Act or which is the subject
of a patent, if at the date of registration or 1ssue of the licence or permission,
the industrial undertaking was not manufacturing or producing this article.
That, again, will be an unnecessary day to day interference with the working
of the industry and will handicap the industry concerned. At least in the
same schedule, industries should be allowed to manufacture one article

instead of another. :

There is the power of revocation which has been given. I think it has
been rightly given. If an industrialist has obtained a licence under a false
declaration, that licence should be removed.

We want that there should be =ome provision for am appeal or some
reference to a body like the Central Adyisory Council or any tribunal as yon
think proper. A man’s industry should not be at the mercy of a just depart-

mental decision. We propose that in clause 10A there may be some provision
for this. '

There is the usual question of vicarious punishment under clause 24,
There are more offences and so also the liability of any manager or director.
office bearer or secretary of an industrial concern being prosecuted for no
fault of his, or which he may not be even aware of. This principle of vica-
rious liability is something which also acts as a deterrent to the starting of new
industries and working of new concerns.
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I can tell you from my own experience and knowledge that people are
deterred by this vicarious punishment idea, and people should not be punished
for technical offences. If the offence is real or is in the nature of moral
turpitude, certainly you are welcome to punish them. TIn this connection,

I would like to read clause 28 :

“Where any person is prosecuted for contravening any order made
under section 18G which prohibits him from doing an act or
being in possession of a thing without lawful authority or with-
out a permit, licence, or other document, the burden of proving
that he has such authority, permit, licence or other document
shall be on him™.

Sir, putting the accused to the burden of proving his innocence is some-
thing novel in criminal law.

Chairman : This clause only says that if a person has in his possession
a stolen article, the burden of proving that he has such authority etc. is on
him. That is a small matter. Itis no:entirely unknown but in this section,
whether it is good or bad, it is there.

Shri Saraiya : I submit in this context if there is somsthing definite
against a parson, you may certainly take action.

These are the only points I wanted to spzak on. I do not wish to cover
the whole grouad, but I would again repeat that it is a quastion of the at-
mosphere. Please do not disturb it at this stage.

Shri Shri Ram : I will dzal oaly with clause 18 where you have taken
away the safety clause of finding out some defectin a particular concern and
giving-them an opportunity to explain and issuing directioas to put them right.

Shri T. T. Krishnamachari :> It has not been taken away. Oaly
an alternative method has been prescribed. If your understanding is that it
has been taken away, it is wrong. We can have the powers under section 16
of principal Act, if necessary.

Shri Shri Ram : In fact it may occur.

Shri T. T. Krishnamachari: In any provision it is intended to
occur,

Chairman : Lalaji is under the impression that by this new procedure
there is no chance given to the concern to improve matters. According to
your authoritative interpretation, it 1S not so.

Shri T. T. Krishnamachari : Section 16 of the principal Act is still
there. Only section 17 is taken away.

Shri Shri Ram : All of us are under that misunderstanding.

Chairman : I will read section 16 : After making the investigation
as 1laid down in section 15, the Central Government may issue directions Lo
the undertaking for all or any of the following purposes :

“(q) regulating the production of any article or class of articles by the
industrial undertaking or undertakings and fixing the standards
of production 3
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(b) requiring the industrial undertaking or undértakings to take such
steps as the Central Government may consider necessary to
stimulate the development of the industry to which the under-
taking or undértakings relates or relate ;

(c) prohibiting the ‘industrial undertaking or undertakings from
resorting to any act or practice which might reduce its Or
their production, capacity or economic value ;

(d) controlling the prices, or regulating the distribution of any article
or class of articles which have been the subject matter of

investigation.”

So, if we accept what Shri T. T. Krishnamachari says, that section 16
of the principal Act remains. Therefore the Government may not imme-
diately take over an undertaking necess arily, but can exercise any of the powers

enumerated in section 16.

Shri T. T. Krishnamachari : Under the proposed amended Act if
an industrial undertaking to which directions have been issued under secticn
16 has failed to comply with such directions, then the alternative is that you

bypass section I6.

Shri Shri Ram : Our objection is only to the bypassing of section I6.
There is no industrial undertaking that can do more harm to the public
than a bad Bank. Even the Reserve Bank when they find that a bank is not
behaving properly, they go to the Government of India and the Government
of India give directions to the Reserve Bank to make inquiries and then stop
this Bank from receiving deposits. - 1 would like to know what is the industry
that you have in view. So far as industries are concerned, even if 10 mills
are stopped or misbehave, the consumer is not likely to suffer. It will be a
small engineering industry that willsuffer. But a number of things may arise.
There may be an industrialist perfectly honest. His machinery may be old
and he cannot get the money to replace the machinery or it may be that he 1s
not running it well. Then you take it over. Supposing you yourself,
when you run it, suffer more 10sses who is responsible for it ? Why should
not the shareholders sufier, and that is no security. I would suggest that you
give definite directions and give an undertaking an opportunity to put things
right ; let it represent +< difficulties before you, so that any honest difficulty,
if there be any, may be put right. Otherwise, as Mr. Saraiya said there will
be a sort of nervousness. Now it has gradually disappeared. There may be
a few bad cases, as Mr. Saraiya said, but I donot know. Unfortunately, we
have some people whomay be doing things wrongly, but is the disease so
serious that you should take these very wide powers ?

Chairman : [ will interrupt 1o this extent and say that originally the
power was not to take over the management directly. There was an inter-
mediate stage contemplatetl. The néw procedure 18 that the intermediate
stage 1S not deleted but in very hard cases, I think there is some justification to

1ake over an undertaking immediately.

Shri Shri Ram : We do not 4gree with that.

Chairman: I am giving the interpretation. ~ My views may be ex-

pressed elsewhere.
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Shri Shri Ram : Evesytype of criminal has got to be given an opj.ortu
nity to explain his action. If the Railway collierigs have got too many men
you can discharge 5,000 people but if we, private indust#ialists, want to dis-
charge a few people, we cannot do that. The industry becomes inefficient ;
it loses money. There are so many kinds of difficulties such as finance.
There may be various other difficulties. ILast year there was not a single
textile mill that did not lose very heavily in cotton purchases because the
Textle Commissioner asked us to purchase at a particular time. Supposing
two mills had stopped work with no bad intention and somebody comes along
and says “we take over the machinery’s production”. Now I do not think that

the industrialists alone are the black sheep. They can be found in the Gov-
ernment also.

Chairman : It has become so common and serious that it has ceased to
be a monopoly now.

Shri Shri Ram : Supposing the Chief Minister of Delhi goes to Birla
Mills and says that the mill is not doing well and sends a third rate Inspector
to inspect the mill and he reports that the mills are not doing well. I am
sure I'or Shri Birla would not like it. T ask, is the disease so ver'y serious that
you want to take this very radical thing ? I haveno doubt thatif any bad case
comes to your notice, the country will be behind you, Parliament will be

behind you and you can without this Act take the concern over and put it
right.

Chairman : That is one point. What else ?
Shri Shri Ram : I wanted to speak only on this.
Chairman : You want to go away ?

Shri Shri Ram : Yes.

Chairman : Since Lalaji warts to go away, have you anything to ask
him ?

Prof. D. C. Sharma : I fcel that their fears are more psychologica
than real.

Shri K. K. Basu: You tried to make out that in case an industry is
taken over by the Government and Government manages it, the shareholder,
under this law, will have no right, because the whole company is given the go
by. If you accept the preposition that there may be occasions when the
Government would have to take over an industry in the interests of the indus-
ity itself and in the public interest, have you got any specific solution to

1is, because even uncer the old law, the same situation was there ? We are
not altering the posiuon of the shareholders by this Bill. If you have got
anything specific to say in this connection, we would like to know.

Shri Shri Ram : M}r_repl}? to that is very simple, and it is this. - When
it is my property, then certainly I look after it much better like a real mother

than a step mother ; and if I am given directions to put things right, and if I
am helped to put things right,.........

Shri T. T. Krishnamachari: May I interrupt vou ? What Shr
Basu said is this : He says already there is Section 17 of the Act, and Scctio
18 of the Act is only an amplification of Section 17. He wants to know what
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ds new there. Your objection to Section 17 is conceded, but supposing this
Bill is withdrawn tomorrow in deference to your wishes, Section 17 of the Act
will still remain, and Section 17, in its operations, will certainly not take care of
the shareholders’ interests in the same way as you would do, or, at any rat¢, you
think you would do. What is the position in which you have additional fear ?
“That is what he wants to know.

Shri Shri Ram : My fear would be much less if T am given directicns
to put things in order, and also I am helped where necessary. For mstance,
in the case of machinery manufacture, Government advance Rs. 25 lakhs and
if I cannot put it right, then certainly my grievance and my shareholders’
-grievance would be much less,

Shri K. K. Basu: You know very well from experience that in the
present industrial set up when there is a Managing Agency system there 1s-
.difficulty for the shareholders to express their point of view, especially after
the recent amendment to the Companies Act by which even a change in the
Managing Agency has to be sanctioned. Actually, the Managing Agents have
a much greater right than the hypothetical right of the shareholders. From
that point of view, when the shareholders cannot really express their point of
view in the normal way under the existing industrial set up, how is that position
going to be altered if any industrial undertaking is taken over under the Indus-

tries (Development and Regulation) Act 2 .

Shri Shri Ram : So far as relations between the Managing Agents
and the shareholders are concerned, I do not want to go into it, because that
_ is being taken care of by the amendment to the Companies Act. But, so far
as the Government and the Managing Agents or the Managing Dircctors are
concerned, the shareholders have put their fate in the hands of those people,
and if they are given an opportunity and directions to put things right and if
they don’t put things right after the directions have been issued, well, then the
shareholders cannot have any grievance. -They put their fate in the hands of
those people whether they are good, bad or indifferent.

Shri K. K. Basu : What I tried to emphasize was that in the present
industrial set up there are occasions and instances where, even when there 1s
difference of opinion, the ordinary shareholders do not find an expression of
their opinion.

Shri Shri Ram : I think I have given a reply. I am nct here to take
up the matter as between the Managing Agents and shareholders. That 18
our domestic affair -

Chairman : He seems to feel that if a chance is given as a matter of
course, then if the Managing Agency puts matters right, the shareholders
stand to gain. That is the long and short of it.

Shri K. K. Basu : The other point is this. You gave the example
of a colliery and said that when there is retrenchment by Government, there
is no row about it but when there is retrenchment by a private
industrislist there may be some difficulty and reference to the ILabour
Court. Is it not true that there are occasions when the private industrizlists
have gone in for retrenchment which ultimately when referred to the
Labour Court was found to be wrong ? On those occasions, den’t you
h ink that Government, in the interests of the industry and in the interests
of the nation, should take over such an industrial undertaking when thev
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find that those persons who are in actual control and management of the-

organization are not behaving in the ultimate interest of the industry
concerned ?

Shri Shri Ram : My point was that if I run an industry, I can’t
discharge people as I can’t in many industries which I am running today. I
know that I have got surplus staff, but because I am a private industrialist,.

I can’t do it. Immediately it goes to the Government, they can retrench,
perhaps with some difficulty, but they can do it. This is what has.
happened in Vishakapatnam ; this is what has happened in the colliery.

But I cannot do it and therefore am I inefficient or am I handicapped in a
darticular way ?

Shri Gidwani: How will shareholders look at the thing if an in-

dustry is taken over by the Government if they found that it is not working:
i the interests of the consumer or the country as a whole ?

Shri Shri Ram : Quite frankly, I think in most cases the sharehold-
ers will not like it.

Several Members : How do you say it ?

Chairman : That is his view.

Shri G. P. Sinha : It looks strange to us,

Shri Shri Ram : Are the shareholders of the Sholapur Mills happy # .
That has been taken over and is being run by Government.

Shri Gidwani : That is what I want to know.

Shri T. T. Krishnamachari : Would the shareholders have existed:
at all if the Government had not taken over ?

Shri Shri Ram : That is what you say. The shareholders don’t
say so.

Shri 8. C. Singhal : If there is some mill-owner who by his negli-
gence, corrupt practices, incompetency and inefficiency lowers the efficiency,
reduces the production, deteriorates the quality of the product of his mill:
and incurs losses to the mills and ultimately brings about the closure of the

mill, which throws cut of employment the employees, what if the control
of such mills are taken over by the Government ?

Shri Shri Ram : I want only this much that such mill-owners should*
be given chance to explain their position and to make improvements,

Shri S. C. Singhal : Do you not think that they will use this time 10
unduly influence the concerned Government department ?

Shri Shri Ram : (The reply was not audible.)

Shri 8. C. Singhal : You say that selfish mill-owners will try to-
unduly influence the Government to take possession of other mills under
the provisions of this Bill. Will you be satisfied if the management is given:
to the Government officers instead of some other mill-owners ?
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Shri Shri Ram : I want only this much that they should be given:

time to explain their conduct and make improvements. That will solve-
all the difficulty.

Shri Baran : You expressed two views, as I ‘understood it. The-
first was that clause 18B (b) was a drastic one. According to you there-
can be no case where the Government might be compelled to take over any

undertaking, withour giving a chance to them under clause 18B (a). That
may not be a single case,.....

Shri Shri Ram : I do not think laws are made simply because ther€-
is one bad person or one bad industrialist.

Chairman : They are made for normal situations.

Shri Shri Ram : If there are general complaints against a high per--

centage of industrialists, five per cent. or even ten per cent. then you make:
laws.

Shri Barman : Anyhow, your point was that this particular pro-
vision (b) was unnecessary

T'he.second point was that Government should give a change to the

shareholders, to explain their case, before the industry is taken over by
Government.

Shri Shri Ram : I said representatives of the shareholders, who
are either the managing agents, managers or managing directors. You
cannot give a chance to the shareholders as such.

Shri Barman : From your experience in the industrial field, may
I ask you to say whether it is or is not a fact that ordinarily the shareholders:
in most of the concerns do not know how to run the business and they have
no idea of the business, and it is only the managing agents or the managing
directors who run the concern ? Is it not a fact that in some cases, even
though the shareholders may not be satisfied with the working of the manage-
ment, they cannot even change the management, because they do not have
any alternative before them ? Neither can they run the business, nor do
they have eny alternative. So they are simply compelled to put up
with matters, even though they are satisfied that the undertaking is not

being managed properly by the managing agents who run the firm.

Chairman : That is befween the management and the electorate.

Shri Shri Ram : First of all, the position is that the managing agents
themselves have reputation. For instance, if a particular good managing
firm floats a company, their shares will be subscribed. But if a bad firm
floats a company, their sheres will net be subscribed. As I said esrlier,
this is not a Bill as between the shareholders and the managing agents. The
remedy for the shareholders is provided under the Companies Act. A
certain percentage of them can go to the Registrar, and bring a charge or
complaint against them, and immediate steps are taken either to to remove
managing agents, or to make inquiries etc.

Shri Barman : My pointed question was whether in certain cases
the shareholders are not satisfied wi~h the management, and still they are
afraid of changing either the management or have an alternative for it.
because they have no experience of running the concern.
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.~ Shri Shri Ram: Then they have not utilised the powers given to
sthem under the Indian Companies Act, of going tc the Court, |

S}_:iri S. C. Deb : If you say, that it i1s a domestic affair batween the
managing agents or the managing directors and the -sharchelders, then

“Government has ncthing to do with it ?

Shri Shri Ram : Government can do under the Indian Companies
Act but nct under this Act. You cannot use every Act for every purpose.

Shri S. C. Deb : If there is anything which is not to the interest of
sthe shareholders. ...

Shri Shri Ram : Then the Compsnies Act takes care of it;

Shri S. C. Deb : Suppcsing the concern 1s suffering a loss, who wiil
be the losers, the managing agents or the shareholders ?

Shri Shri Ram : If there are losses in the Government, who will
be responsible ? The same reply here also. Government is not there
to make up the loss. Government is there to see to the interest of private
persons as also that of the public as a whole. So far as the Bill under dis-
cussion is concerned, the Government has got to see to the interests of the
public, and not the shareholders. I think that is why the original Bill was
brought forward. If that is so, then I do not think that a few managing

agents are going to bring the world to an end.

Shri S. C. Deb : But if something is going to be done, what is to be
.done in such a case ?

~ (Shri G. P. Sinha—Shri Shri Ram—Hindi)

Shri G. P. Sinha : The Government is introducing the Bill not as a
‘a_punitive measure, Why de you always make reference to a criminal ?
The Government take over contrcl and divest control for managing agency
just to save the industry. Now the loss does not go to the industrialist only
when a firm collapses. The nation as a whole suffers. Whean the indus-
try is on the verge of collapse, the Government rushes forward with finan-
cial help. Lots of financial help in different shapes the Government have
‘been giving to the losing concerns. They have been giving even to the

running concerns. The sharecholders are to be protected etc.

Shri Shri Ram : Who will be respcnsible if the industry suffers
financial loss under Government control ?

Shri G. D. Somani : Both Lalaji and Shri Saraiya have drawn atten=-
tion to the fact that whatever Government’s viev.fﬁ may be—to gain some
benefit even by dealing with one or two stray cases of mismanagement — the
benefit to be gained therefrom will be far less than the damage that it may
cause to the general economy of the country. But assuming for discussion’s
sake now, as it appears that the Government’s intentions are to deal with
however small a number of these cases and Government may be determined

to take these powers, would you suggest, even if the powers suggested in
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<his Bill are necessary, some safeguards which will meet ne requirements

of the situation and mitigate the evil effect that this clause may have upon

the industrial management in the country ? I am not referring to the gene-

ral powers that they are taking. But if after investigation some chance 1s
given to the party to explain or in the management—Board of Directors—-
shareholders are associated or some such safeguards are made ?

Shri Shri Ram : It is exactly what I have been saying all this time.

Shri G. D. Somani : If even in the present amending Bill some

-safeguards are incorporated, do you think it will meet the requirements of

the situaticwn ?

Shri Shri Ram : Then you give a direction. That is what 1 have
‘been saying.

Chairman : Apart from what you have suggested, Shri Somani
wants to know, assuming that what has been accepted as the basic fact in
this Bill remains, whether you can point out any way whereby the evil effects,
if any, can be played down and the good effects appreciated ?

Shri Shri Ram : Quite frankly, I have not thought over that matter ;
because I think this is bad, as it is. But you can always find some way to
take the sting out,

Shri T. T. Krishnamachari : I think, Lalaji, you know that if
anything has to be condemned, it must be condemned bell, book and candle.

Shri Bhagwat Jha‘Azad’: You have explained all the time that
Government should not interfere. I would like you to enlighten us what
Government should do when there is labour mismanagement. Do you
mean to say that when private industrialists mismanage labour and do net
guarantee proper working conditions, Government should not take over ?
Take the example of the textile mills or sugar factories. In some of these
mills and factories, labour is paid Rs. 27 a month. When labour demands
dearness allowance, you give nothing. You give only 27 rupees a month
even when prices are rising, If it comes to that, you even declare a lock-
out. Do vou mean that Government should not step in and take over the
management ?

Shri Shri Ram : My reply to you Sir, is this. Quite a number of
textile mills in this country must be scrapped. If Government take over
these concerns, then they will bé wasting the taxpayers’ money on those
concerns. They are so terribly old and out of date that they must go out
of existence. Theyv are a drain and drag on the country. During the war
period and the control period they had to be kept up because production
was so much needed. But this always happens. I do not know how many
mills in Bombay and in other places have been scrapped. That is how the
efficiency of the textile, on the whole, is bettered. We go on always throw-
ing out bad machinery and putting better machinery, changmg buildings

<1C.

Shri Bhagwat Jha ¢ Azad’ : Then youmust put them to an end.

iy

Chairman : The Government cannot do it.

Shri Lakshmayya : Government is not very anxious to take over
all the concerns, unless the management is so bad. Unless it is incorrisgible
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Government will not interfere. And Section 15 of the principal Act
is there. There will be a thorough investigation and also a chance will be-
given,

Shri Shri Ram : When you give a chance, I have nothing to say.
Still if it continues in the same way, naturally the Government should take:

OVCET.

Shri Balwant Sinha Mebta : You have been saying that a further
chance should be given to the management if there is deterioration in the-
industry. When they would not take proper steps themselves and manage
it well, how do you expect it will be done if a further chance is given by

Government ?

Shri Shri Ram : I have not said further chance. I have said a direc-
tion should be given for a period and within that period they must put it right.
If they do not, then Government take over.

Shri Balwant Sinha Mehta : As an old Hindi proverb says, if yow
cannot do it when you were more independent to work, do you think that
our direction—a direction from Government—will improve the situation #

Shri Shri Ram : That ié what exactly we are doing in the Reserve
Bank.

Shri G. P. Sinha : Lalaji, thinking much more calmly, are you satis:
fied that the step taken by Government is not a drastic one ; as a matter of
fact, it does not meet the demands of the country ?

Shri Shri Ram : I am afraid, I have not become a convert as  yet.

Shri Morarji Valdya : I associate myself with the remarks made
by my friend, Shri Saraiva. 1 express my thanks to you and to the Select
Committee for giving us a chance of being heard, even at short notice.

I would like to refer, to begin with, to a slight mistake that has occurred:
in the telegram that we sent you. There it is stated, ¢ under Sections 3 and:
r1A>. It should be, ‘2 and 11A’, regarding the designation of the new
article and of the definition under clause 2 (1), where you have added clause:
( bb) to the existing Section 3 of the principal Act.:

“in the case of an industrial undertaking pertaining to any of the:
industries specified in- the First Schedule...............

Shri T. T. Krishnamachari: We understand it perfectly.

Shri Vaidya : Our reference to Section 3 has been omitted from:
the telegram ; I would like to mention that also,

Now, clause 3 proposes to remove the saving Section 4 of the original
Act under which small undertakings below a capital of a lakh of rupees were
exempted from the operation of the Act. Sir, in the Statement of Objects
and Reasons the hon. Minister has said that this was liable to be misinter-
preted so that the applicetion of clause 2 also might not be taken. For
that, our suggesticn, Sir, is that the relevant clause may be so worded as to-
make the intentions of the Legislature clear and this sort of blank inclusiom
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«0f all small undertakings within the purview of this Act should be avoided
for this reason. I am quoting an instance. We took Shri G. L. Mehta,
-2 member of the Planning Commission to Kolhapur where there are a num-
ber of small powerloom factories, small oil mills and engineering factories
and all of them were carrying on more or less in the cottage industry way.
“They were all subject to the same regulations which are applicable to large
textile miils or engineering works or large oil mills. Shri Mehta was con-
vinced that they had a genuine difficulty and grievance. But, in spite of
three years, no action has so far been taken. It is not possible to exempt
them frem the operation of the existing laws. There is a provision made
in the proposed Section 29 that the Government will be pleased to grant
-€xemptions. My submission is, Government machinery being what it

Chairman : It is improving day by day.

Shri Vaidya : That is why we are here ; we have faith and confi
«dence..

Shri T. T. Krishnamachari : Government cannot be as efficient
.as private enterprise.

Shri Vaidya : I do not like to go into that larger question.

My submission is that it takes a very long time for any exemptions
‘being granted or for any facilities being given to any industry when it is
brought to the notice of the Government. It is very natural ; it is inherent
in the machinery and, even with the besg of intentions, it takes a long time
in the meantime, the industry has to shift for itseif. If within 3 years you
-could not achieve anything, surely much cannot be done in a few months.
Therefore the submission of my organisation and particularly that of that
small manufacturers is that this saving clause section should be retained
and the definition should be so put that the intention of the Legis‘ature the
‘Government wants to bring all industries under their control should be
clearly brought out in the Act. I particularly attach the greatest importance
to this particular clause and I hope the Select Committee would be kind
enough to consider that.

There are other points to which I wish to draw attention. One is re-
gording the period during which "the application for registration should be
made. It has been stated in the Statement of Objects and Reasons that
‘Government have found that six months is too small a time for all the necessary
formalities to be completed for existing undertakings to be registered under
the Act. What I would suggest, is that the Select Committee should make
it clear that it is not the intention of Government to make rules which would
give a shorter time than six months to the industrial concerns to get
themselves registered, because, now, Sir, you are extending the purview of
this Act to many more industries, which include a good number of small
industries spread all over this country in different parts and the nooks and
<orners. My organisation presses this view on the Government that there
should be uniform control and regulation because I look at it like this,
‘that this Act is both for development and for regulation and not merely for
regulation and control. Morally, at least, it devolves as a responsibility
-of Government to regulate and also help the development of industries when
the time comes ; when these industries are in difficulties, they will approach
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Government and Government will morally be bound o nelp them. There~

fore, in our opinion the time given for registration should be more than tiiis
SiX months and not less.

= 3l

The next point is with reference to the revpcation of registration. The-

assumption of that power by Government is too wide and there should be
some provision made for a reference being made to the Licencing Sub-Com-
mittee or the Industrial Advisory Board.

Chairman : Reference against the order ?

Shri Vaidya : The amendirg Bill provides for the revocation ol

registration, which was not provided formerly. If some mis-statements
are made, I submit that an opportunity should be given to the party con-
cerned to refer the matter in appeal, especially to the Industrial Adviscry
Council or the Licencing Sub-Committee of the Council.

Shri T. T. Krishnamachari : Supposing Government feels that
the recommendation of the Sub-Committee or the mein Council i1s notl

correct, then ? The Council is only Advisory.

Shri Vaidya : But, at least the industrialist concerned will have the

satisfaction. Even in labour matters, the party aggrieved has a right of
appeal. .

Chairman : Under the present provisions, whatever the Advisory
Council may say will be only recommendatory ; do you want to have that

character maintained or do you want that whatever the Advisory Committee

settles should be binding onthe Government ?

Shri Vaidya : The constitution of the Advisory Council as it makes.

it recommendatory and not mandatory.

Shri T. T. Krishnamachari : Then you have got to make it an
Industrial Mandatory Council.

Chairman : Do you mean to suggest that investigation is made by
somebody in the Ministry and it may be possible that there might have been

prejudices and predilections and therefore there must be some authority to
go through it in more details ?

Shri Vaidya : It may be that the Minister might not have gone into
it at all or his attention might not have been brought to bear upon it. Proba-
bly the Minister’s department would have done it. This will give at least
some satisfaction to the party concerned.

_Then the amendment of Section 1o of the principal Act regarding the
time for registration. According to the amendment, the Government, in
their rule-making power can fix the time during which the concerns must
register themselves. In case an undertaking has failed to register, due to some
oversight or omission or error, but not deliberately, then it should not be
asked to close down, because that will affect the production of the con-
cerns. The concerns will lose a lot of money. Therefore they should be
allowed to continue. In case they again default, then registration may be
revoked. But pending enquiry, appeal or review the revocation should not
take place. Thatis our submission. When a licence is issued by Government.
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subject to certain conditions—because Government have the powers to im--
pose certain conditions whenever they issue a licence to an industrial under-

taking—here also, there is no provision for the aggrieved party to go to any-
authority to find out whether the coaditions imposed are justified or not

under the circumstances. Our submission is that some Sort of machinery
should be provided for in the relevant section.

Shri T. T. Krishnamachari: That is a suggestion for action. I
think you better confine yourself to the amendments.

Shri Vaidya : I am suggesting that if provision is made in the law;
it creates a feeling of confidence among the manufacturers or industrial con--
cerns concerned, and if it is left to the sweet will of the Government. . . sree

Shri T. T. Krishnamachari : The Select Committee cannot make -
all those changes. They can only make changes in the provisions of the Bill.

Chairman : What are your other points ?

Shri Vaidya : I would not repeat the points which have been made--
out by my friends Shri Saraiya and Lala Shri Ram regarding not giving
a chance for the industrial concerns to carry out the directions, because that
has been sufficiently discussed. But I would only mention this, that a lot
of discussion took place here regarding the interests of shareholders vis-a-vis-
managing agents and managing directors. If managing agents or managing
directors have got a majority of shares in their possession, that question rarely
arises.  You will find this if you look at it from the practical point of view.
Because if the concern is managed in a bad way, and the majority of the share-
holders suffer, the managing agents also suffer with them. Therefore, there
is no question of conflict of the interests of the shareholders and the namag--
ing agents. In case where the shareholders have gor a majority and the
management 1s not in a majority, the shareholders have the right under the
Indian Companizs Act to take necessary steps and there is nothing to prevent
them from doing so. But there is no reason why here the thing should be
looked at from the point of the view of the shareholders in a different way,
because what we find here is that Government are assuming the power of
appointing directors who may not be the representatives of the shareholders.
My suggestion is that provision should be made for ar least one elected re-
presentative of the shareholders and one nominated by the Government from
among the shareholders ; people of the choice of the Government should
be put on the board, so that the voice of the shareholders will be heard when
the Government takes over the concern. You cannot allow people who have
PUt.an - theit; moneyt. o e Ly

Chairman : May I interrupt for a minute ? Even otherwise, it is
open to the Government to have anyone appomted. He may be taken from
the shareholders, if the Government so desire. It is not compulsory.

Shri Vaidya : Uader the law, it is not obligatory, and to that extest,
people will naturally entertain fears.

Again, regarding these directions, even under the eXISIing provision,
namely, Section 16 of the principal Act, Government have the power to
1ssue directions and see that those directions are complied with. They have-
the power to exercise control over production ; coatrol over distribatioa 3
control over prices etc. in respect of any concern which is under investiga-
tion. Therefore, the assumption of taese further powers under the new-
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«Chapter III-B Section 18 (G) is, in our view, rather drastic. The powers
-amount to powers being given 10 Government to permanently control the
prices, distribution, stocks, production etc. These are in the nature of
~emergency powers which even under the existing law, namely, the Essen-
tial Supplies and Supply and Prices of Goods Act, Parliament has given to
the Government. They are to be used in more or less an emergency when
the country is passing through inflation or shortages. But to make these
powers remain permanently in the hands of the executive is something ex-
traordinary, and as it is, Section 16 provides these powers to Government

-during investigation time. It is, in our view, not desirable that tnese powers
-should be extended on a permanent basis.

Shri T. T. Krishnamachari : But really there is no relationship

between Sections 15, 16 or 18 (A). New Chapter III-B stands on an en-
tirely different footing.

Shri Vaidya : As I understand it, under Section 18 (G), Chapter
I1I-B, Government do propose to have powers sanctioned to them by Parlia-
-ment for controlling all these things.

Shri T. T. Krishnamachari : Yes, controlling the prices even in
regard to industries which run well.

Shri Vaidya : Quite right. So, my submission is that Government
have got the powers under Section 16.

Shri T. T. Krishnamachari : That is only in regard to industries
~which do not run well. We propose to use it even in regard to industries
~which run well.

Shri Vaidya : My objection is to the imposition of such restrictions.

Shri T. T. Krishnamachari : You should have made it at the time
.of the making of the Constitution. The Constitution should not have pro-
vided for powers to control prices and distribution of the products of concerns
‘which are supposed to be important from the point of view of the national
interest.

Shri Vaidya : For that, the Essential Supplies Act is there. Govern-
-ment has been given the power, for emergency use, and Parliament can al-
~ways given the power under that Act for essential commodities. There 1S
‘no warrant for this assumption of new powers.

Shri T. T. Krishnamachari : We have a Planning Commissioa and
we are avowedly for a planned economy, and therefore a controlled economy
is necessary. You have a Tariff Commission also.

Chairman : In other words, if there is planning, control must follow
~on that basis.

Shri Vaidya : But for a limited period. My submission is only this,
-that these powers should not be of a permanent nature. It may be. that
~Government may not see their way to agree to my suggestion, but however
zthis is how we feel.

Regarding clause 13 of the amending Bill, otr submission is that the old
“Section 23 should be retained, along with the old Section 4, the saving sec-




-

17

tion. The powers under the new Section 23 should be appealable. Other-

wise, it is more in the nature of an authoritarian regime than a democratic
one.

Finally, I would like to say only one thing, and that is that the proposed
amendments have not been even circulated to the members of the Industries
Advisory Council. As a member of that Council. I wish to point this out.

Shri T. T. Krishnamachari : You ought to take it up with the
Government and not raise it before the Select Committee. If there 1S any
grievance in regard to any matter on the part of any member of the Advisory
Council who thinks that Government has acted in an objectionable manner,
that point should be taken up with the Government. I will do that. I
may merely mention here thar this Bill has not been circulated.

Chairman : I will not rule it out of order.

Shri Vaidya : I would only say this, that the amending Bill has not
been in the hands of the industrial organisations of the country even in a
place like Bombay up till now. It is with very great difficulty that I ob-

tained a copy. We have nor yet got the copy of the Gazette in Bombay. Even
the Indian Merchants’ Chamber has not been able to get a copy.

There is one last point that I would like to mention, and that is about
the proof of innocence. If I may say so, it is not understandable why it
should be taken that every time a mistake is made by any industrial concern
or undertaking, it is being done deliberately. Mistakes are done by every
section of the community even unknowingly, because the laws are so compli-
cated these days. Therefore, is it right that the proof of innocence should be
put on the accused ? It is for the authorities concerned to prove that a car-
tain offence was committed deliberately, with malafides, rather than put the

onus on the accused person. This is my submission regarding new Section
28I-

This is about all that I have to submit.

Shri Naval Tata: Mr. Chairman, I think that most of the points
have been covered by my colleagues, and I would only confine myself to cer-
tain general principles and = sentiments. I remember having attended a
meeting in connection with the Industries Control Act when it was origi-
nally mooted. I remember very well the mixed feeling that we had, but
after the Government have assumed the powers, in many quarters it is felt

that in many ways it is a very good legislation and it has benefits which are

distinctly favoured by the community, and that the balance is in favour
of the industries running better.

When we come to these amendments, I take it that some extreme situation
has arisen in which you wish to be armed with extreme powers. But at the
same time, I also take it that in having it in the form of a legislation like this,
you are assuming that this kind of affairs which you are seeing now will al-

ways be there, and that it is not a phase. If that is the position, then I have
to make one or two observations.

In the industrial history, you will find that when the Companies Act
was slack and when there was no provision for control etc., managing agencies
till worked. It all depended upon the type of shareholders and the manag-
isng agents. It so happens that at the moment you have cause for anxiety.
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am not one bit suspecting that these powers are merely taken for hypothetical
cases. But may I ask what would happen ? Suppose you are armed with
these powers. Today we know you are there, you have a good grasp and
understanding of the industry. But suppose your successor or somebody

finds these powers are there. There is always a temptation to make use
of them—and abuse them.

IS}:u'i T. T. Krishnamachari: My successor would be a better
man !

L

Shri Tata : Let us look into the history of everything. Just as some
managing agents have abused their powers, it may be that the executive may
abuse these powers. Assuming that you want to take this power, I have
only one suggestion to make. You want to make this Advisory Council
recommendatory. For the sake of mutual trust why not let the industry feel
that you are going to ask them ? You will also have a clear conscience and
it will give you that sense of confidence. I appeal to you there is nothing so
extreme in our demand or so unreasonable that you should feel hurt. If you
do not like their advice, that is another matter, do not take it. But mere
reference is not going to really curb your powers.

Chairman : Do you want it to be statutorily provided ?

Shri Tata : Yes. It is a matter of mutual trust. I am not question-
ing your right to bring in this Bill or bring in this power. I know there are
occasions when you have to work very fast and have prompt action. But
if there was a statutory provision and for a matter of form you refer to a
body of advisory people, you may not agree with them but it gives the other
party a sense of confidence. It is in the interests of industry as well as of
Government to create that spirit of confidence. It will help. 1 will just
refer to the Companies Act. As between the time that was and that is now,
many pieces of legislation have come. - Through the Companies Act you
propose to tighten—very rightly—a lot of loopholes which have led to abuses
by managing agents. As long as you can do that ............

Shri T. T. Krishnamachari : The amended Act is still not there.

Shri Tata : It is assumed you are going to make use ofithem and that
you have got that machinery.

Shri T. T. Krishnamachari : Then you will say “ you are hurrying
legislation, circulate it for public opinion ™ !

Shri Tata : But you have a steam-roller majority in Parliament.
I take it if you can pass this you will be able to pass that also.

Shri T. T. Krishnamachari : You will like it much less. Believe
me.

Shri Tata ; That is a matter of opinion.

It would be better to take this power in the name of shareholders than
through this kind of provision. I say frankly perhaps after ten years you may
not be there, you may be a higher authority. The law will remain there, it
may be abused.
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One more point I wish to make is that even as the law stands today the
shareholder has a right to sue a company director for misdemeanour. A kind
gentleman has referred to minority shareholders and their interests. I
know-in the bulk of cases, where this abuse takes place, normally, it is the
managing agent who holds 60 per cent shares, and he exploits the other 40
per cent. But it does not prevent even one single shareholder from going
to the court, and he can be brought to book for criminal misdemzanour on

proper evidence.

Chairman : I do not know the Government’s mind, but suppose they
desire that after the management is taken over, one director from the share-
holders should be associated with it. Is it possible for the few shareholders,
apart from the shares held by the managing agents, to return the man they
desire ? Assuming, as I say, that Government has a desire to associate one
director, is it possibie for any independent director to be elected when the
situation, as you suggest, is that 60 per cent. of the shares are held by the
managing directors and their sons-in-law and brothers-in-law ?

Shri Tata: I quite agree. My colleagues have already suggested
a solution. There are going to be forms of nomination. One is your own
nominee, from the shareholders. You look through the share register. If
you want to select one with not more than five shares, that is from the small
ones, you can do so. Let the majority shareholders put their own nominee.
There is nothing wrong about it. I would give another example. In the pub-
lic sector you thought it wise to put the representative of labour as director.
I think it is a wise step. The reason behind that step was that you wanted to
give representation to those who toil for that institution. If that labour
working in your public sector has a right of representation on the adminis-
tration, I do not see why you should deny that right to a shareholder. Be-
cause, obviously, you are taking up cudgels on behalf of the shareholders—
apart from consumers’ interestsabout which you might be directly or in-
directly concerned. So I feel very strongly that two directors should be
nominated, one from the minority shareholders to be nominated by you—
I grant that if you leave it to election the majority sharcholders will not let
him in, so you nominate him—and let the majority shareholders nominate
one of their own choice. By this you will create that air of confidence on

which I am basing these arguments.
Chairman : You mean we will get the goodwill of the shareholders ?

Shri Tata : I think so. ‘Take the Sholapur Mill case. Today, as
your Constitution stands, you have got wide enough powers to handle emer-
gencies. As it is, you are taking a very very big list of powers on a permanent
footing. Suppose these rules do not cover any of the situations you have in
mind. You can rightly fall back on the Constitution and take emergency

POWErSs.

Another point, and the last point, which the Bombay Millowners’ Asso-
ciation particularly wanted me to make is this. This is with reference to
the clause regarding ‘ substantial expansion’ (clause 8). It is rather vague.
We want to know what would be the interpretation on it. -

Shri T. T. Krishnamachari : I can tell you that. ‘The point really
is it is intended to be used in extreme cases where we do not want a particular
industry to develop. You can take it from me that normally it is no intention

of the Government to stop development at all. * But we want to be told what
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the development is. There may be rare cases of undesirable interests, we
would not like them'to develop in a particular way. (Government 1S now

thinking of using all unexploited resources. It may be later on they may ask

you to manufacture something that you do not like. But when you are plan-
ning a thing like this every substantial expansion has to be indicated. It is
the intention of Government not to put any check on bona fide expansion.

Shri Tata : I am making this point because the doubt in the mind of

the Millowners’ Association is this.

Shri T. T. Krishnamachari : Here it is 2 matter on which 1 can

assure you, and I have given a categorical assurance on the floor of the House,
that we do not want to stop any bona fide expansioni. I am not in a position

to divulge the case I have in mind which it will be unwise on my part to indi-

cate.

Shri Tata : I was mentioning this for one reason. Now, this is your
interpretation.

Chairman : You can easily’ understand why this power is taken with
regard to expanding production in a particular direction. It is something

which you will come to know in due course. There is no use making it
public,

Shri T. T. Krishnamachari : You can take it that Government will
not hinder any normal expansion.

Shri Tata : Lila:é an additional shift started by us ?

Shri T. T. Krishnamachari : Shift does not come here at all. Sup-
pose you use three shifts. It does not come under expansion.

Shri Tata : Or instal a printing machine ?

Shri T. T. Krishnamachari : Even if you want to put additional

machinery we are not against it. We have said that we ought to know about
it. |

Shri Tata : I am very thankful for that interpretation you put. But
suppose that interpretation is not put by a future executive ?

Shri T. T. Krishnamachari : I can tell you the policy of the Govern-
ment cannot be changed by any future person. It is not to stop expansion.
Government want to know what it is so that if expansion is in a direction Or
by a set of people whom they don’t want to allow—you know it yourself,
I can read your thoughts but I am taking the power probably to help you.

Shri Vaidya : May we have tie assurance that the same liberal inter-
pretation will be put in the manufacture of new articles such as small types of
switch gear, etc. ?

Shri T. T. Krishnamachari : Our idea is this. Supposing you want
to manufacture a particular article for which you pay a royalty. Normally
t will come before us for foreign exchange. Sometimes there are loop-
holes. I want to know what your commitments are. I have no intention
of asking you not to manufacture particularly a new article.

Ih_ I
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Shri Vaidya : We are manufacturing transformers and motors.

Shri T. T. Krishnamachari ;: If you pay some foreign firm I2 1/2
per cent. royalty, I will say “ NO . If it is reasonable, I will say *° YES .

Shri Vaidya : We are manufacturing small types ) R

Shri T. T. Krishnamachari : No impediment at all to your pro-
gress. If your royalties to foreigners are reasonable, Government won’t
Stop you.

Chairman : It should remain an Indian concern.

Shri K. K. Basu : I hope after the long discussion you will conced®
that this enactment is for the development of our industries. 1 hope you will
realise that in a planned economy as it is today, though there is a private sec-
tor, it is absolutely necessary that Government should have some sort of
check and control over the working of the private sector. The fear which
you have expressed is whether the machinery which works this particular
organisation will work to the interests of the industry. You fear that if their
working is left to certain executive officers like Secretaries of Departments,
they might act in a manner which may be prejudicial to the industry because
they may not be well versed with the industrial aspects. You will see that in
the Tariff Commission there are persons who are not either industrialists or
economists but they are in a position to understand the implications of cer-
tain industrial policy. If persons with a certain knowledge of economics
or persons connected with the industry are selected for this purpose, it will
enable them to understand the industrial aspects. So I do not think there
is any justification for your fear. '

The other point is Government must have certain powers as far as planned
economy is concerned because the major part of the industry is controlled
by the private sector.

The other point is about the absolute right of tke shareholders. Apart
from the private sharcholders involved, the community has an interest in the
development and the working of a particular industry. In that way also you
will concede that we have got to judge in what way the industry should be
controlled and regulated in the broader interests of the community and the
nation.

With regard to organisatioas taken over by Government, like the D. T. S,
the Kanpur Electricity Board, etc., it has been stated that they are running
inefficiently and that all the undertakings taken over by the Government are
not working in a manner which could be called above board. Do you mean
to say that Government should not take over any undertaking and run it in
the interests of the country.

Then about the scrapping of mills, the Minister himself was trying to
explain the point of view. Whatever it may be, it must also fit in with the
overall industrial policy of the Government.

The other point is about the one lakh limit. There may be certain in-
dustrial undertakings whose actual paid-up capital may not be sc¢ high as one
lakh of rupees. The workers engaged in these undertakings may be highly
technical people and they may have to play an’ important part in the industrial

2 —
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set up of this country. There may be certain undertakings which Govern-
ment may want to be taken over by them. I think there is nothing to fear in
the provisions of the proposed section 29-B.

Then about the proposed section 18-G, I think it must be realised at
least for sometimes to come that some sort of control has to be maintained
over the [production and the prices. Therefore, I think you will accept
the position that in the present set up, as it is today, section I8-G is necessary
whether it is maintained in this form or in any other form. If the situation
comes to such a stage when it becomes necessary to amend this section, if
the same Government continues, they may agree to do it. I do not think that

there is so much for you to fear.

Then the other point is about shareholders. I do not want to dilate
upon it because the Chairmian himself has tried to explain it, You concede
that before the amendment of the Banking Companies’ Act, many things had
happened to the detriment of the shareholders’ interest. Many Directors
went scot free due to the absence of the provision about eriminal prosecution.
Similarly, also, there is power—this has also been referred to already—Dby
means of which without giving an opportunity to improve, the Government
want to take over. Here also we have the recent instances of liquidation of
Banks and the Reserve Bank have taken more powers to immediately inter-
vene or take some positive step so that we may be in a position to save the
common people’s money, instead of allowing the Banks to go into liquidation.
These are, I think, the propositions which you may answer.

Shri Saraiya :In the first place, I would like 10 give a categorical
assurance to this Committee that industry has accepted the report of the
Planning Commission. The Federation has passed a resolution, and the
All India Manufacturers have passed a resolution and the Millowners are
also members of these bodies, The answer to the first point raised by Shri
Basu is this. These emergency powers that Government are seeking to take
are creating an atmosphere of extreme nNervousness on the part of industry

and therefore Industry feels that these powers should not be taken. I won’t
repeat all that I said at the beginning. That is the main reply to Shri Basu’s

question.

The second suggestion is that you should have a quasi judicial body.
I will certainly accept this proposition. If a quasi judicial body on which the
industrialists are represented is to be established, the exercise of these powers
will be looked at with less misgiving by the industrial concerns and 1t will
certainly infuse more faith in the people who are going to run the existing
industries or who want to start new industries Or expand the existing ones.
Today, the effect of this Bill is so damping that I would certainly ask you to
consider the suggestion of having a quasi judicial body, who could be consulted

before this action is taken.

I am afraid, it seems that the Government in making this Chapter 11I-A,
have not referred to section § in which there is a clause under which the Central
Advisory Council shall be referred to by the Government in the following
directions. There is a mandatory clause. Of course, Government are not
bound to accept their advice ; I admit that Government is the final authority.
After all, Government has to be the final authority. Otherwise, no country
can be governed. But, sub-section (4) of section 5 Says that the Central
Government shall consult the Advisory Council in regard to making any rules
other than the first rules—the exercise by the Central Government of any ot the
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powers conferred upon them by the section. The clause. should be expan-
ded to cover the further powers, particularly the drastic powers which are
proposed to. be taken in Chapters III-A and ITI-B. It will go at least some
way to allay the fears of the industrial public. Otherwise, it seems as if this
section has been contradicted.

Then, he referred to the question of prices. We accept the proposition
that prices must be regulated. For the regulation of prices, there are other
laws and Government rely upon these laws and do not have three sets of laws.
There is already the Essential Supplies Act and also there is the Supply and
Prices of Goods Act. This will be a third enactment, If these Acts lapse
you can have some sort of powers mentioned here. To have all the three
laws 1s rather not necessary.

Shri Barman : May I ask a question of Shri Tata ? You have re-
presented the case of shareholders. Of course, I am also zealous in support-
ing them. You have suggested that two directors should be takenout of the
shareholders : one from the majority of the shareholders, and another nomi-
nated by the Government, that is from the minor group. Se far as the minor
group is concerned, if the Government can do it, I shall be happy. But,
don’t you think that the Government really condemns the representative of the
majority of the shareholders by taking over the undertaking ?

Shri Tata: It is true.

Shri Barman : Then, the same condemned man is taken as a collabo-
rator with the Government in running the business. Will they work har-
moniously or will there be clash ?

Shri Tata: I will answer that question. You are taking it for granted
that in all cases, there will be a majority sharecholders.

Shri Barman : Not in all cases.

Shri Tata: There may be cases where there are no majority share-
holders. What I was thinking of, was a constitutional provision by which at
least some representation would be given. I quite agree with you that there
will be cases where you may have to deal with a condemned man. He would
be in a minority. He cannot be a nuisance to you. The basic fact remains
that the person to whom the® property belongs is there. You cannot
question his right. He may be a criminal. You can sue him and push him
out, But, so long as he is the owner, you have to have him. I do not see
why you should be chary about having him.

‘Shri Barman : Not chary ; my point was whether the working will be
smooth. The condemned man will not take any responsibility ; Govern-
ment will have to take all the responsibility.

Shri Tata: According to this Act, the entire management is going to
be in your hands. There is going to be perhaps one man.

Shri Barman : This is not likely to work harmoniously.
Shri Tata: You have powers to remove him.

Chairman : It seems that they want it to be put in the statute.
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Shri G. P: Sinha: You objected to permanent price control,

Shri Tata : Not prices,

Shri Vaidya : This comprehensive control,

Shri G. P. Sinha': You said that there are other pieces of legislation
such as the Essential Supplies Act, etc. In view of the fact that we are having
controlled development, we cannot do without comprehensive control on
prices. I think it is-better not to interfere with the Government as far as
price control is concerned. Secondly, an explanation has been given by
the Government about expansion. You know that Government are interested
in expansion and increased production more than the industrialists. After
hearing that explanation, do you still have any objection in this respect ?

Shri Tata: I do not think that what I have suggested would inter-
fere with the Government’s Plan of expansion in any way. I do not think
these powers alone would safeguard the expansion of industries. I was
speaking on a different footing. I wanted to have an assurance from the hon,
Minister.

Chairman : I think that matter has been explained. He only wanted
to know that this is not with a view to prevent industrial expansion. That
matter has been explained.

Shri G. P. Sinha : Then about Directors. The Act is silent about the
nomination of directors. Why do you insist that some definite enactment
should be made ? You have to rely upon the Government.  The Act does
not debar the nomination.

Chairman : If there is a statutory provision, the atmosphere will be
good. That is what he means.

Shri Saraiya : It gives a kind of assurance to the shareholders, to the
private persons who are going to invest in industry.

Shri G. P. Sinha : Itis only in your interest not to insist on it.

Shri Lakshmayya: You say that the proposed section 18G is not
necessary in view of the fact that there are the Essential Supplies Act and
Supply and Prices of Goods Act. These two Acts are there. The hon.
Minister for Commerce and Industry finds them useless and he has introduced
this section particularly to have effective control over prices and distribution.
I know of several instances where the concerns are being very badly managed
by the Managing Directors and ultimately Government would have to come
to their rescue and take over direct control.

Shri B. N. Misra: You have put in that one should be a shareholder
and one should be nominated by the Government, who may be a minor.
Supposing the. shareholders are 60 per cent. and those nominated by the
Government are § per cent., do you think that Government’s control will be
effective ? |

Shri Saraiya : Generally in practice I have been saying that the share-
holders shall not dominate so much.
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Shri Tata : It is not 80, Siz. On the decision on every issue, he may

not be able to hold his own but his voice will be heard so long as he puts forward
what he wants to say.

Shri B. N. Misra ¢ If the administration is not working smoothly,
Government has to step in.

Shri Saraiya: These two will not be the directors. There will be
other directors appointed by the Government.

Shri Valdya: Section 4 of the principal Act only refers to simple
capital investment and in the old Act Government reserve to themselves
the right to decide ultimately what is the interpretation of “capital’, It is well-
known that an important concern cannot possibly run with merely Rs. 1 lakh
of invested capital and it is for the Government to interpret the capital in order
to bring the concern under the purview of this Act. It will save the Ministry
a lot of bother. Otherwise the Ministry will not be able to deal with all this.
Anyway I am willing to leave this to Government’s decision.

Chairman : We are extremely obliged tc you for ‘having responded

and come over here. I carry the impression that it has been to our mutual
good.

Shri Saraiya : 1 may mention here that you asked a guestion about
the burden of proof. Not being a Parliamentarian I could not reply to you
on the spot. Under new section 28, the burden of proof in certain cases
relates to new section 18G which in its turn deals with power to control supply,
distribution, price, etc, of certain articles. If I am in possession of stolen goods,
certainly I am presumably guilty but the question of doing an act is something
which goes beyond the ordinary rules of Criminal jurisprudence,

Chairman: The onus of proof on the accused is not unknown to our
furisprudence.

Shri Saraiya : Positive proof can be given. Even under the Evidence

Act only a person who is in possession of facts can prove it. Negative evi-
dence cannot be called from every quarter.

Chairman 3 If you are in possession of the evidence, it is for you to
prove it.

Shri Saraiya : It is also a,question of doing an act.

Chairman: Let us leave the matter at that.

As I said your coming over here has been to our mutual advantage. Since
you have all commented on a theme in which you are hoping to have some
clarification from my hon. friend here, we do hope that this Bill will not be
looked upon as something in the way of a punitive or police action but as
something which a guardian of a criminal or a misbehaving child does for his

good. Wehopeitisin the interests of good Government. Thank you very
much.

(The witnessss withdre).
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