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SELECT COMMITTEE ON THE DELHI AND AJMER RENT 
CONTROL BILL, 398. 

Record of Evidence taken before the Select Committee on the Delhi 
and Ajmer Rent Control Bill, 95] at New Delhi. 

Tuesday, the 28th August, 95l at 3 Pw. 

Present: 

Pandit Thakur Das Bhargava (Chairman). 

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

Shri 8. Shiva Rao. 

Shri 8. N. Buragohain. 

Pandit Mukut Bihari Lal Bhargava. 

Shri Deshbandhu Gupta. 

Shri Indra Vidyavachaspati. 

Master Nand Lal, ; 

Lala Achint Ram. : 3 
Shri Ram Sahai Tewari. 

Shri Gokulbhai Daulatram Bhatt. 

Shri R. K. Sidhva. 

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

Shri R. 5. Sarkar, Additional Draftsman, Ministry of Law was also present. 

WITNESSES EXAMINED 

The Karol Bagh House Owners’ Association, 

Spokesmen: 

(l) Shri Raj Kanwar. 

(2) Shri A. N, Datta. 

(8) Shri Nihal Chand. 

862 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 the 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drawal of the measure it will be withdrawn.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. 

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 ia such premises.” 

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

Shri Nihal Chand: Suppose I had purchased the land ten years 
back and its present market value is Rs. 200 a yard. 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? = पु 

Shri A. N. Datta: Suppose I had purchased the land at Rs. 2a 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. 5 

Shri Nihal Chand: That j so t 
Shri: A. NeDatia; <p S: 
Shri Nihal Chand: Sub-clause (7) of clause 8 says: 

“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. é 

\
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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 
tetrospective effect. Otherwise why should one go {6° the court at 
all? Suppose the man was paying the rent quietly. Then it occurs 
to him that it is very highand 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 Chand: Let me submit one other reason also. Suppose 

l 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? zs > : 

The Hon’ble Shri N. V. Gadgil: That is a risk which you take as a 

consequence 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. के 

The Hon'ble 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 tobe given.
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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 to it. 

Shri Shiva Rae: 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: The 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. Gadgil: What is your next point? 

Shri Nihal Chand: Clause 9 deals 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 standardised some interim 
arrangement is necessary. 

You may proceed to your next point. 

Shri Nihal Chand: In clause ॥॥ the limitation of six months is 
too much. In the last meeting it was suggested and it was, I think 
agreed upon that a limitation of three months is enotigh 

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 facie reactions. 

Shri Raj Kanwar: The Proviso to this clause 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 ‘won'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. g 

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 statute, 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? 

Shri Nihal Chand: Please see clause 3()(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 premises”, 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 (9) of section 

43 (l) should be “before or after the commencement of this Act’? 

Shri Nihal Chand: Exactly. 

Mr. Chairman: They want for subletting after 947 also. 

The Hon’ble Shri Gadgil: If subletting was provided in the previ- 

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 3 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 clause 3 E. In this case, 

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

deleted. e 

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 idea‘is 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 ineluded. 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 0 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 vitat 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 “residence” 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 tome. 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 Jicencee’? 

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 use of the 

premises without payment. There is no great difference between 

landlord and tenant 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 dismisséd on the very ground 
that he is not a sub-tenant but he is only a licencee. 

Mr. Chairman: If you refer to clause 2l of the present Bill, you 
will find that it provides for this very contingency and that gives you 
more powers than what you are enjoying. 

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

The Hon’ble Shri N. ए. 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 2l. 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 not become a tenant and tenancy 
is covered by section 2l
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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: I have sub-let and he ought to be ejected unless, and until I 
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 
Ireceive, 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 you contemplate such cases? 

Shri R. S. Sarkar: That is covered by clause 3 (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- 
cial purposes. 3 ४ 

Shri Sidhva: We will consider that point. 

Mr. Chairman: Clatise 3 (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 8. 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 
‘physical possession.



का 

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-I5-9 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 5 cases and I can 

produce copies of judgments. : 

The Hon’ble Shri N. V. Gadgil: We have noted your point. 

Mr. Chairman: What is your remedy for this? : 

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

‘solve. A 

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, 944, 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 (9). 

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. कु 

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 :— 

(4) Shri Jagdish Prasad. 

(2) Shri Amarnath Gupta. 

(3) Shri R. L. Varma. 

Mr. Chairman: You know that some points have already 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 Jagdislr Prasad: I will be very brief. 

Shri Jagdish Prasad: श्री जगदीश sate: aera नम्बर १ सब-क्लाज ३ के 
मुताल्लिक मु झे कुछ अज करना है । में इस के बारे में कुछ एक्सप्लेनेशन देना चाहता हूं। आय न 
इस के अन्दर कोई लिमिट नहीं रखी है कि यह कानून दो साल या तीन साल तक लागू रहेगा। 
ऐ सी लिमिट और सब जगह हैं ।
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The Hon’ble Shri N, V. Gadgil: दी आनरेबल श्री ऐन ०वीं० गाडगिल : लेकिन 
दिल्‍ली में और दूसरी जगहों A oH है । 

Shri Jagdish Prasad: श्री जगदीश प्रसाद : लेकिन मुझे इस में यह गुजारिश करना 
हैं कि इस से प्रापर्टी की वैल्यू फ्रीज हो जायेगी और रिव्यू करने का मौका आपको कोई नहीं 
मिलेगा | इसलिये बंहतर है कि इस को रिव्यू करने का आप मौका रखें । 

अब मे इस के बाद डैफिनीशल्स पर आता हूं । क्लाज़ २ Sto के मुताल्लिक मुझे यह ast 
करना é कि सब्रटैतेंट्स gauge में बह लिख दिया जाय : 

“sub-tenants with the written permission of the landlord”. 

टिनेंट्स की तारीफ में सबटिनेंट्स इन्क्‍्लूड करते हैं, लेकिन वही होने area fat 
कि लेंडलार्ड की इज़ाज़त मिली हो और उसकी इजाजत से बसे हों । जो इजाज़त के बगैर 
बसे हों वे काबिले इविक्शन होने चाहिये | 

_ Mr. Chairman: Would you like the word “wrongful” to be added 
or “such sub-tenants as have been given permission by the land- 
lord’? 

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: श्री slat प्रसाद : अब में क्लाज ३ पर आता हैँ । इस के 
अन्दर ए० और बी० (a) and (9) should be deleted. This is something 

anomalous. इस से यह होगा कि जिस जगह गवनंमेंट मकान भालिक हैँ वहां तो अप्लाई 
नहीं करेंगे लेकिन जिस जगह गवनेमेंट किराएदार है वहां वह एडवांटेज ले लेंगे । 

The Hon'ble Shri N. V. Gadgil: One thing must be admitted by 
you, that if you want the Government to be run you must make 
provisions for its officers. And when the buildings that we build 
are not enough to meet the needs, then we have to fall back on 
private buildings for this purpose. : 

Shri Jagdish Prasad: श्री जगदीश प्रसाद : हमारी तो गुजारिश यह है कि इस से 
आपको भी-पता लग जाय कि हमारी क्या तकलीफात हैं । 

Mr. Chairman: मिस्टर चेयरमैन : यह तो आप नहीं फरमा सकते कि गवर्नमैंठ 
आप की तकलीफ को नहीं देखती, क्योंकि इस ऐक्ट में इसके लिये कोशिश की गई है। लेकिन 
यह ठीक नहीं है कि इस वजह से कि आप को तकलीफ है इस वास्ते आप यह इम्प्रैस करें 
कि wade भी उस तकलीफ में रहे ।
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Shri Jagdish Prasad: श्री जगदीश प्रसाद : यह इसलिये कहता हूं कि गवर्नमेंट- 

हमारी तकलीफ को महसूस कर ले। ३१ मार्च सन्‌ १९४७ के बाद भी, उस पर अप्लाई 

नहीं करेंगे तो मेरा यह ख्याल है कि जो रियाअत दी है वह भी आप खींच 
लेंगे । 

The Hon’ble Shri N. ५. Gadgil: दी आत्तरेबल श्री ऐन ० वी० गाडगिलः जो 

हमारे मकान में हें वह तो हम अपने एम्प्लाईज को देते हैं, किसी और को नहों | SA से जो. 

किराया लेते हैं वह किराया बहुत कम लेते हें, क्यों कि उस में तो कन्शेंशन का एलीमेंट है । 

Shri Jagdish Prasad: श्री जगदीश प्रसाद : में कुछ और अर्ज़ कर रहा था ॥ 
मेरी गुजारिश यह है कि जहां गवनंमेंट मकान मालिक हैं वहां अप्लाई नहीं करता | Slat 

जो गवनंमेंट मेरे मर्कान को लेकर रखती है तो उस क॑ ऊपर तो लागू होता चाहिये | 

The Hon’ble Shri N. V. Gadgil: दी आनरेबल श्री tao वी० गाडगिल : आप 

को हम पूरा किराया देते 2, जो कि कंट्रोलर ने मुकरंर किया हैं । ; 

Shri Jagdish Prasad: श्री जगदीश प्रसाद : उन को तो दे देते हे जिन्‍्हों 

ने यह बात मान ली, लेकिन जिन्‍्हों ने नहीं माना उन को नहीं देते el 

The Hon’ble Shri N: V. Gadgil: दी आनरेबेल श्री tao बी० गाडगिल : तो 

वह भी मान लें । : ee 
Shri Jagdish Prasad: श्री जगदीश प्रसाद : तो इसका मतलब यह हुआ 

बाई फोर्स । 

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. के 

Shri Jagdish Prasad: श्री जगदीद्य प्रसाद : आप को तो ३ परसेंट पर करोड़ों 

रुपया मिल जाता हैं | 

Mr. 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: श्री जगदीश प्रसाद : मुझे अब यह ast करना है कि 

ऐसी प्रैमिसेज़ कि जितने का किराया. ५० रुपये माहवार से ज्यादा न हो उन्त पर यह ऐक्ट 

लागू न॒ किया जाय, इस से आप कई Us, बेवायें, वगैरह को एग्जम्प्ट कर दें, जिनकी इस के 

सिवाय और कोई आमदनी न हो । 

Shri Sidhva: श्री सिधवा : आप ५० रुपये -चाहते हैं? में आपको बताऊं कि 

और म्यूनीसिपैलिटीज़ में यह ५ रुपये eal
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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 G¢itizens 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 poor 
tenants. 

Shri Jagdish Prasad: श्री anda प्रसाद : जी उन के लिये कुछ fears प्रावीजन 
कर दीजिये । 

Mr. Chairman: मिस्टर चेश्ररमौत : कैसे कर दें, आप कोई Uae बताइये, जिस में यह 
बात हो | fast हो सकती हँ जिन को प्राइवेट आमदनी १० लाख रुपये हो । अब आप आगे 
चलिये । 

Shri Jagdish Prasad: श्री जगदीश प्रसाद : अब में यह चाहता हूं कि जो 

एक्सप्लेनेशन है वह डिलीट कर दिया जाय । : 

Mr. Chairman: मिस्टर चेयरमैन : में आप से अब एक सवाल पूछता हूं। यह एड- 
at जो कहते हे वह तो AST रहा | क्या आप एक महीने का किराया एडवान्स काफी समझते 
हैं । बम्बई में, जहां तक में समझता हूं ३ महीने का हैं । क्या आप एक महीने के एंडवान्स को 
ठीक समझते हें । 

Shri Jagdish Prasad: श्री जगदीश प्रसाद : जहां तक एडवान्स का ताल्लक है, वह 

एक या दो या तीन, जैसा कि बस्बई में है, उस में कोई बात नहीं हैं। एक दफा दिया या कई 
दफा-श्िया । 

Mr. Chairman: मिस्टर चेयरमेत्त : ठीक है, अच्छा आगे चलिये । 

Shri Jagdish Prasad: श्री जगदीश प्रसाद : aa इस के बाद gong ८ बी में 
मेरी गुजारिश यह हँ कि सेकिड डे आफ जूत १९४४ के बजाय -जून सन्‌ १९४७ कर दिया 
जाय | 

फिर क्लाज ८ (४) (i) और (7) में मेरी गुजारिश यह थी कि साढ़े सात और नौ 
परसेंट ग्रास रखा है । यह.मिसलीडिंग है । इस में तो यह नहीं लिखा है लेकिन एक्सप्लेनेशन 
से यह wen होता हैं । 

Mr. Chairman: मिस्टर चेयरमेन : आप का क्या मतलब है ? 

Shri Jagdish Prasad: श्री जगदीश प्रसाद : यह साढ़े सात परसेंट dz होना 

चाहिये | डिप्रिसियेशन वगैरह सब के लिये रिंडक्शन होना चाहिये ।
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Shri Sidhva: श्री सिधथा : इस का हिसाब कौन रखेगा | 
apa ~ 

Shri Jagdish Prasad * श्री जगदीश प्रसाद : आप के जज बैठे हैँ, उत्त के आगे हम 
साबित करेंगे । 

Mr. Chairman: सिस्टर चेयरमेत : सगर नैट के बजाय ग्रास रखा जाय तो आप ara 
के लिये क्या रकम मुकरंर करते हे | 

Shri Jagdish Prasad: श्री जगदीद् प्रसाद : मेरा eae है कि ५५ परसेंट तो खर्चा 
आता हूँ, डिप्रिसियेशन, ब्याज, टूट फूट, मरम्मत, बैड. डैट्स वगरह। उस को अगर आप 
ररीजनेबर कर के ५० परसेंट भी रखते हे तो साढ़े सात के बजाय १५ परसेंट होना चाहिये | 

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

Shri Jagdish Prasad: श्री जगदीश प्रसाद : बेंक जहां ६ परसेंट eae तो ९ 
'परमैंट ज्यादा मालूम होता है । गवन॑मेंट इस वक्‍त पंजाब में क्या ले रही है ? वह ६ परसेंट 
See i अब डेढ़ परसेंट रिपेयर का रखिये, हाफ परसेंट मेन्तटीनेंस का, फिर उस के बाद 
हांउस 24g Tada को देना नहीं पड़ता | उस के बाद ग्राउंड रेंटः गवनंमैंठ को नहीं देता पड़ता, 
हम को देना पड़ता | इस के ऊपर लिटिगेशन लंगाइये और बैड डैट्स | फिर सब से बड़ी बात 
यह है कि गवनंमेंट बीमा नहीं कराती, हम लोगों को कहीं आग न रण जाय, और हम बरबाद 
हो जायें, इस लिये हम को इन्दयोरेंस कराना पड़ता है । 

Mr. Chairman: मिस्टर चेयरमैन : ठीक है, आप कहते हैं ५५ परसेंट होता है, अब 
आगे चलिये । 

Shri Jagdish Prasad: श्री जगदीश प्रसाद : इस के आगें मुझे Aer ११ में 

at करना है। मेरी गुजारिश यह है कि जब आप ने छः महीने का भी मीआद इस के अन्दर 

रख दी है । तो फिर आगे प्रोवाइजों में. कोर्ट को wet पावर देनें से लिमिटेशन की स्पिरिट 
खत्म हो जाती हैं । 

Mr, Chairman: मिस्टर चेयरम न : प्रोवाइजों आप नहीं चाहते ? 

Shri Jagdish Prasad: श्री जगदीश प्रसाद : जी, हां । और बात यह है कि 

जब छः महीने तक किसी ने कदम नहीं उठाया तो फिर इसके लिये गुंजाइश आगे भी रहे ठीक 

नहीं है । : : 

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: श्री जगदीश प्रसाद : मेरी गुजारिश यह हैं कि जब 

आपने छः महीने का टाइम दे दिया और उस में कोई केस नहीं चला तो अगर १०० रु० मकान 

के किराये के देवा तय हुआ है तो वही किराया aa बिटवीन Sars और fete के हुआ। 
४ 

The Hon’ble Shri N. V. Gadgil: You sheuld not forget that we ure 

dealing here with humanity in the year 95l. You are practically 

putting the tenants into slavery. 

Shri Jagdish Prasad: श्री जगदीश प्रसाद : उस के लिये आपे ने डिड्यूल २ में 

लिख दिया हँ । 

Mr. Chairman: मिस्टर चेयरमैन : अच्छा, अब आप आगे चलिये | 

Shri Jagdish Prasad: श्री जगदीश प्रसाद : अब मुझे क्लाज १३ में जो प्रोवाइजों 

है उस में सब से पहले यह गुज़ारिश करनी है कि आज के दिन जो डिक्रीज़ हें और अभी 

इफ़ैक्टिव नहीं हो रही है, तो उन पर इस का असर नहीं पड़ना चाहिये | 

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: श्री जगदीश प्रसाद : इस के ae यह , at करना 
है कि बी० के अन्दर बिफ़ोर एंड आफ़टर before and after होना चाहिये | 

« 

१३ (2) 

फिरइस के बाद १३ ई [3 (6) के अन्दर अर्ज़ करना हैं । जितने और स्टेट्स इस वक्‍त हें. 

आसाम, बिहार, बंगाल, पंजाब, बम्बईं Saas, सब जगह मालिक अपनी ज़रूरत के लिये - 

खाली करा संकता है । तो फिर यह सवाल दिल्‍्लीं के हीं लिये क्यों उठाया जाय, बम्त्रई का 

भी तो बड़ा सूबा है । : 

Shri Deshbandhu Gupta: Your contention is that in Bombay ‘he 

business premises are also included? 
> 

Shri Jagdish Prasad: श्री जगदीश प्रसाद : जी, हां 
862 7.७ ल्‍



48 

Shri छ. फऋ., Sidhva: श्री सिधवा : -यहां तो लछेंड लार्ड इतते मकान नहीं बनाते,. जैसे 
बम्बई में मकान वहां के लोग बनाते है | z 

Shri Jagdish Prasad: श्री जगदीश प्रसाद : अब आप इसे पर भी गौर करिये 
कि वह जब आये तो अपने को मालिक समझ कर नहीं आये । वह अब इतने अरसे तक बैठ गये 

तो फिर अब आप इस को और क्यों बढ़ाते हें । 

Shri R. K. Sidhva: Suppose you have a house which you have let. 

out to some one else. Then it so happens that you have no house and 

you simply wander in the streets. In that case, if provision is made 

that when such a landlord wants his own house back, he should be 

entitled to it, will that satisfy you? : 

Shii Jagdish Prasad: श्री जगदीश प्रसाद : मेरा मतरूब यह हैँ कि यह शाप 

के लिये भी लागू होता चाहिये । जब बम्बई में यह इस तरह तो यहां इसे क्यों इस तरह रख 

ले हल 

The Hon’ble Shri N. V. Gadgil: श्री गाडगिल : बम्बई के लिये भी इस को लागू 

कर देंगे । 

Shri Jagdish Prasad: श्री जगदीश प्रसाद : हां, ऐसा कर देंगे तो हम को शांति 

aT जायगी | 

Mr, Chairman: मिस्टर चेयरमैन : अच्छा, आगे चलिये | 

Shri Jagdish Prasad: श्री जगदीश vate: अब १३ जी में यह अर्ज़ करनी 

af जैसे १३ बी में हैं इस में भी बिफोर एंड asc होता चाहिये, क्यों कि इस में भी बहुत 
नम 

से Fast tet है 

Mr, Chairman: मिस्टर चेयरमैन : आल राइट Allright.) 

Shri Jagdish Prasad: श्री जगदीद प्रसाद : इस के बाद १३ (२) में यह aT 

करना है कि इस के अन्दर जो यह है : - न्‍ - : 

‘<yithin such further time as mey be allowed by the court”. 

यह wat प्रिविलेज कोर्ट को देने से हाडंशिप होगी। जब उस ने किराया नहीं दिया, फिर 

नोटिस देने पर नहीं दिया, दावे के समय पर नहीं दिया, तब अंब Hee पीरियड देते से क्या 

फ़ायदा है। we डे arn हिर्यारिंग बिल्कुल दुरुस्त है और इस तरह से यह फ्रदर पीरियड देने से 

तो वह हैवीच्यूअछ आफ़ैंड्स की तरह हो जावेंगे । 

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 Goy- 
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. 

Shri Jagdish Prasad: 

क्लाज़ १३ (३) में मुझे यह कहना हैं कि जिस तरह से रेज़ीडेंस के ख्याल से आप ने 
सबटिनेंट की तारीफ़ की है उसी तरह बिज़नैस के लिये भी कर दी जाय 
ताकि जो लेक्यूना हैँ वह निकल जाग्र । 

क्लाज़ १३ (४) a मुझे यह कहना है कि इसे बिल्कुल डिलीट कर दिया जाय । 

wor १६ में प्रैमिसेज़ के अन्दर से रेजीडैस काट दीजिये। क्‍यों कि इस में गोदाम 
वर्गेरह भी हो सकता है । ; 

क्लाज़ १९ में आखिरी लाइन में से अनड्यू हार्डशिप टू दी टिनेंट यह शब्द डिलीट 
कर दिये जायें । : 

क्लाज २० FAH जो लिखा है ऐनी रीजन यह दफ़ा १३ का उल्लंघन करता है । 
सबलैटिंग की बिना पर भी खाली हो सकता है और अपनी ज़रूरत पर भी 
खाली हो सकता है । 

Mr. Chairman: आप यह क्यों समझते है कि यह sl १३ का उल्लंघत करता 
के न 

Shri Jagdish Prasad: जच में ने अपनी ज़रूरत के लियो मकान खाली करवाया 
है तो उस में शिकमी किरायदार नहीं रहना चाहिये । = 

आखिर में इस म॑ यह भी जोड़ दिया ज़ाय, amex पेमेंट आफ्र दी सम्स = | 
The Hon’ble Shri N. V. Gadgil: The sub-tenant will pay according 

to the accomniodation he is in possession of. Why should he pay 
the dues of the tenant retrospectively. The section says that the 
sub-tenancy becomes full-fledged tenancy only with respect to the 
area occupied, ; : : 

Shri Jagdish Prasad: What about my dues. ‘The sub-tenant says 
that he cannot be ousted. z 

The Hon'ble Shri N. V. Gadgil: The sub-tenant was in occupation 
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 

i 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: 

FT ३८ : अब मुझे. इस क्लाज़ के बारे में कुछ कहना है | 

The Hon’ble Shri N. V. Gadgil: क्‍या आप बतलायेंगे कि बम्बई के 

Uae में, प्रावीज़न क्या है । 

Shri Jagdish Prasad: इस तरह पंजाब और यू० पी० में एग्जेम्पदन 
[ कर दिया गया हूँ । 

Shri R. K. Sidhva: आप ने बम्बई का, प्रावीज़न पढ़ा है । वह क्या है ? 

Shri R. L. Varma: It is true there is no provision there, but that 

Act was passed in 947 and has not been revised. 

Shri R. K. Sidhva: They have enacted a new provision 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: बम्बई cae में यह है कि अगर टिनेन्ट को गरज है और 
Ss OS ज्यादा मांगता है तो वह मंजूर कर छेता है और मकान आंकुपाई कर के फ्रौरन ही 
कोर्ट में जाता है और कहता है fe cess रेन्ट फिग्ज कर दिया जाय और waa मेंट रेंट फिग्ज कर 
देती है । 

Shri Jagdish Prasad: में ने बम्बई का हवाला नहीं दिया ari में ने तो 
. ST oe और यू ० पी० का हवाला दिया था। में चहाता हूं कि गवर्न॑मेंट की इन पार्वस को 
स्पेसीफ्राई कर दिया जाय । जिन को आप . रेंठ कंट्रोल से हटाना चाहते हैं उन को आप 
हटा ठेके 

Shri G. D. Bhatt: आप ar सुझाव क्‍या Au
e 

Shri Jagdish Prasad: इस को दस बरस कर दिया जाय । 

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

क्लाज़ ३८ (३): में इस में यह अर्ज करना चाहता हूं कि मरम्मत की ह॒द TART 
कर दी जाय | यह नहीं कि दो साल का किराया मरम्मत में दे दिया 

> जाय | 

Myr. Chairman; कितना मैक्सिमम आप चाहते है कि कोर्ट fart करे | 

Shri Jagdish Prasad: तीन महीने का किराया | 

Fo ४० और ४१ : इन को हटा दिया जाय क्‍योंकि आप ने ऐलान कर ही _. 
दिया हँ कि आयन्दा रिक्विजीशन नहीं किया जायगा | दफ़ा ४१ में यह 

लिखा हुआ है कि ete आफ्रिसर रिक्विजीशन कर सकता है । 

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

Shri Jagdish Prasad: It is in cl. 40—40 and 4l 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 best use of the housing accommodation we 

have decided that all these vacancies must be intimated to the Gov- 
ernment. 

Mr, Chairman: इसमें यह दिया हुआ है कि अगर सात दिन से ज्यादा खाली रहेगा 

तो स्टेट आफ्रिसर रिक्विजीशन कर सकेगा | 

Shri Jagdish Prasad: मेंने इस के यह मानी नहीं समझे हैं। इस को साफ कर 
दिया जाय .।
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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. 

क्लाज़ ४२ (३) के अन्दर लिखा है fe इफ़ दी fede सबलेट्स दी होल । में 
चाहता हूं कि इस में यह कर दिया जाय. कि होल और aT पार्ट । क्योंकि 

हो सकता है कि एक बीस कमरे का मकान है । तो इंस कानून के अनुसार 

वह १९ कमरे उठा सकता है और अपने लिये fa एक आधा कमरा TS 

सकता है । : 

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. 4,000. 

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. 0,000 and pays a fine of Rs. ,000 out of it. -So imprisonment 

should also be provided. 

Shri Jagdish Prasad: : 

क्लाज़ ४२ (४) में में यह कहना चाहता हूं कि फाइन के साथ सज़ा भी 

होनी चाहिये ।- क्योंकि हो सकता हैँ कि वह Ro हज़ार पगड़ी ले 

ले । इस सूरत में, अगर एक हज़ार -जुरमाना कर भी द्विया गया तो १९ 

हज़ार तो उस को बच जायगा | 

The घप्रणाफा& Shri N. V. Gadgil: But all those can be evicted ‘under 

cl. 2... This was one of the complaints which appealed to 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: : : 

क्लाज़ ४२ (५) : में चाहता हूं कि इस सबक्‍्लाज़ के बाद एक ५ 

ए० सब Form और जोड़ दिया जाय कि जिस आदमी के खिलाफ 

डिग्री हो जाय वह मकान माल्कि को Ate पजेशन दे कर जाय । अगर 

वह ऐसा-न करे तो उस को deem किया जाय ॥
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Wow I come to repeal. I would say that the previous section 5 
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- 
quential change should be made in (8). 

Mr. Chairman: Yes, 2 

A witness: You have not defined ‘sub-tenant’. You have penalised 
the tenant but not the sub-tenant. In my opinion, the sub-tenants 
abet the crime. Then you have given no encouragement to tenants 
to build houses of their-own. 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 
have built long ago. 

Aten: 
7 

The witnesses then withdrew. _ 

Representatives of tenants were next examined. 

Representatives: Shri 8. Vaidyanatha Iyer. ee 

Shri H. 7. Anand. 

Shri Vaidyanatha fyer: My Association has asked me to make 
only one point. I am referring to Section 3(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 ‘not get suitable 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 i944 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 944, 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. > ~~ 

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 

it 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 is not 

able io-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 

The Hon’ble Shri N. V. Gadgil: I 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 is a क्ष - likes that. Of course, it is difficult to get it, 

but if you are goiri, .o 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 

Shri Ranganathan: The resiriction about the date was withdrawn 

in order to help the refugees. 

The Hon’ble Shri N. ¥. 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 

43 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 

vacated.
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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.934,. 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 934. In the case of Delhi (of course, this does not 
apply to Ajmer) in the year 946 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 946. I 
think therefore that the tenants should be relieved of the onus of 

proving what was the basic rent in 939. 

The Hon’ble Shri N. V. Gadgil: Can we not find something from 

the account banks of the landlords? 

Shri Anand: They will not disclose. z = 

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

returns? 

Shri Anand: Under the Income-Tax Act all returns are confi- 

dential. ; है के 

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 946 
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 4946, 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 939 has not yet been fixed? 

Shri Anand: The jaw allows an alternative remedy, that is fix — 
it in relation to the rent of neighbouring premises. The difficulty, 
however, is most of the tenants today are new tenants, particularly 
on account of the afflux of Muslims. = 

Moreover it és-more or less an expert’s job. 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 regard to this provision. 
Evaluation of property is a specific criterian as distinct from the rest 
and the courts will not arrogate to themsélves this function. 

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

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

Shri Anand: It is not a question of retaining some part of the 
provision for some cases and applying another criterian for certain 
other cases. It has to be uniform. It should he 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 your 
difficulties are real. : 

Shri Anand: I will try if I can evolve a formula, so that I may 
send it to you. 3 2 

Shri Anand: My next point is with regard to sub-clause l(b) of 
clause 8. I suggest we should refer to the position in the old Act— 
pre 947 and post 947. Standard rent of all cases which are pre- 
4947 should be the same. - 2 

The Hon’ble Shri N. V. Gadgil: This is much more helpful to the 

tenant. Why do you fake that date to 947. 

Shri Anand: Most of the rents which were as a result of tenancies 
created between 945-and 947 was very high. The discretion we 
are giving to the courtsin this case is unlimited. 

Mr. Chairman: How can you give relief in such cases? 

Shri Anand:-The standard should be the 939 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 944 you do not give much discretion to the courts. 
But in the case of tenancies created between 944 and 947 you give 
more powers to the courts. -I say that distinction should not bé 
made. : = 

Shri Ranganathan: That is probably because between 939 to 
i944 the rise in the price level was not very high and we fixed a 
percentage above that; but after 944 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 Ll. 

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 in a court. 

The Hon’bie 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. Gaggil: The simple remedy is he should 
refuse to pay for one month. 

Shri, Anand: I am in need 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 
limitation 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 wheneyer 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 you fix any other period? 

Shri Anand; You must distinguish relief measures from the rest 
of the measures. This is a measure which is primarily intended to 
give relief to tenants. हे 

The Hon’ble Shri N. V. Gadeil: For how nauch 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 years. = ० : 
Mr, Chairman: The ‘landlord will not know where he stands for 

two years. The sword of Damocles will be hanging 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 
is 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 is 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 2. 

I will attack this limitation—the limitation of six months in line 
li. 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 I3, - 

Shri Anand: In clause 3(i) (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. 00 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 3(2). 

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 vis- 

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. 00. 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 

ean 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 giyen 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 all. The mo- 

ment the tenant becomes a “landlord” with reference to the sub- 

tenant under the scheme of the Bill, the question of standard rent 

is there and-all those bars are there. 

Sub-letting will help distribution of accommodation. I cannot 

pay and I would like to part with one room. 

The Hon’ble Shri N. V. Gadgil: Let the sub-tenant go to the lan2 

lord direct. Why should you keep the tenant as an intermediary 

between the landlord and the sub-tenant? 

Shri Anand: The tenants have no objection to that. I 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 in need, but his pocket does not permit. 

Shri Sidhva: Are you against the recovery of higher rent? 2 

Shri Anand: Yes, I am against it, but bona fide distribution of 

accommodation should be allowed, and encouraged. There is no 

question of profiteering at all here. ,
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Sub-clause (e) of clause 3(l). 

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 landlord will be much more than 
what the tenant needs, रे : 

Mr. 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. , Ordinarily 
we leave to the courts what is left by the Legislature by oversight. 

Sub-clause (i) of clause 3(l). 

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 
remedy. Why should the tenant be evicted? If he commits a 
nuisance, there is 07—criminal breach of trust. 2 

Shyi 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 mecessary? Because, this clause is - 

exploited. Concocted evidence is brought that so and so was drunk 
BUC: 

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: Suppose 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. 

Shri Anand: They are restricted by normal laws. 

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

+ 

Shri Anand: Individual liberty is there. This is an additional 
burden. Already he is liable. One more point. The powers of civil 
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courts to grant permanent injunctions are there. The man cam be 

sent to prison for three months if he disobeys the injunction. 

The Hon’ble Shri N. V. Gadgil: The point is thatthere is no evic- 

tiou. 

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 3(l). 

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. : 3 

Shri Anand: Under the tenancy rules, although you-are given 

some accommodation not suitable, yet owing to some technical defect 

jn 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. 5 

Shri Anand: That was before 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 43 (5) the word “rent” should mean standard rent in 

this case also and throughout it should mean that. Under section 5 

certain concessions are given to the landlords to re-enter. That 

should. be extended to those ejected under clause (k) Section 3 

where the landlord requires the premises in order to carry out any 

building work at the instance of Government.
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Then I come to section 6. This is a provision which will help the 

fandlord 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 
therefore you take it.” I suggest that this provision should be 
deleted, 

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

Shri Anand: As a matter of fact the landlord 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 etc,” 

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 
is 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 4l, he is entitled to ejectment. The conduct that is made 
punisnable 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: 4 
have never received any money all these two years from this man. 
The only thing now left to the tenant is the oral evidence that he has 
-been paying but that is not considered ‘sufficient by the court. 
Theretore, 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 49 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 presume 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 Teceipt, is not the 
tenant entitled to 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 Deshbandhu 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 ४; 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 all “expected to be 
busy with other matters up to the dst, we will fix a meeting on the 
2nd or 3rd of next month, 

‘The Committee then adjourned. 

ey 
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WITNESSES EXAMINED 

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

Representatives +7(7) Shri Basu 

(2) Shri 8. Vaidyanath Ayyar. 
(3) Shri Shastri. 

(4) Shri Chocksi. 
(5) Shri Shah. 

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

_ Mr. Chairman (Shri M. Ananthasayanam Ayyangar): You have | 
given us a memorandum. May I ask 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 
deceased. 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 into” “an” over-payment, 
and for which there should be a provision for adjustment of tax against such 
over-payments. = 

4 may illustrate the point further. Suppose Mr. X dies on the tst May 
7953. Then within 6 months from that date a statement of his total estate 
has to be furnished and the estate duty will haye 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 
are sections such as section 34 under which we can under certain circum- 
staiices re-open assessments of the previous four years and under Special 
circumstances of the previous cight 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 
ultimately 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: Iam referring to proceedings taken to ascertain at 
a later stage, say after two years after the death of the deceased.
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Shri Tyagi: If you read clause 42, you will fad that debts of a. cer— 
fain description are allowed, and the income-tax demand will always be= 
deemed to be a debt and will therefore be covered. * 

Shri Chocksi ; But sometimes this sort of liability is ascertained Tong* 
after the estate duty has been paid. = 

Shri Tyagi: But if any excess has been realised it can be refunded. : 
Your point seems to be that once it is realised it is treated as realised ; 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 payments made. It is a good point. We have made 2. 
note of it. 

Mr. Chairman : You have expressed some difficulty in regard to clause- 
7 telating to interests ceasing on death. Wéill you explain it 2 

Shri Vaidyanatha flyer: 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- 
family had taken place just-on the death date. 

Mr. Chairman: Under the Hindu Law, personal debts will not 
pass along with the estate but if he has created a charge on the property 
during his lifetim=, that is valid. Those debts and maintenance and other- 
charges have to iven credit to. So, the benefit-after death accrues only 
minus the obligations. Don’t you think that the present -clausé is suffi= 
ciently wide to cover that. 2 

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

Shri Gadgil: An ordinary Hindu who is a coparcener, he has no 
tight 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 joimt 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 all. . 

Mr. Chairman; Mr. Gadgil has raised a pertinent point. Suppos— 
ing wih a view to escape 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 binami 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 sufficiently wide here. 

Shri Vaidyanatha Iyer; If you feel that it is covered, it is all right- 

Mr. Chairman: Then, why do you want a definition of the term: 
“agricultural land”? 

Shri Vaidyanatha Iyer: We fecl that it would be a good idea if: 
the same definition of “‘agricultural land” that ‘is given in the; Indiam 
Income-tax Act is given here, for it will make it perfectly clear. 



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 

is 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 capita insuraace is so poor, this will per- 

haps give an encouragement 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 martiage expenses of daughters 

etc. What is left for Government in the end ? 

Shri Vaidyanatha Iyer: You have touched a point where our 

ition is untenable. We cannot ask for exemptions in respect of both. 

We can ask for cither the one or the other. 

Our second reason is that in most cases the policies are intended 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 

Look 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 clse. 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 ate 

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 ? 

Shri Vaidyanatha Iyer: That succession relief which you have 
suggested in clause 30 will be available only in the case of land or buildings. 
‘We do not see 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 ? 

uMr. Chairman; They will possibly come under land, 

Shri Vaidyanatha Iyer: If you are going to give a definition of 
land 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 deny it to 
Aer categories ? 

Mr. 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 property: 

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. 

Mr. Chairman: As regards the non-taxable limit, why do you want 

it to be Rs. t lakh. Supposing there is a joint Hindu family consisting of- 

four members, and each one gets an exemption limit of Rs. i 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 2 

Shri Vaidyanath Iyer : In the case of the Hindu undivided family; 

a certain: position is being sought to be taken up in the Bill. Actually there 

is no death in the case of the family ; it is there by the doctrine of survi- 

yorship, 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 case; 

there should be an exemption limit of Rs. 4 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 Hinde 

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 deterioration 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. In 

the other case, we have suggested that the value should be as on the date of 

leath. 

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. Why 
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 deceased 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 Venkataraman: If ihe money is paid oul of the estate, then 
it is allright. But if it is not paid, then what is the position ? 

Shri Vaidyanath iyer + But unfortunately at the time of his death, 
the guaranteed debt did exist, though it was not ascéftained, 

‘ 
© Shri Venkataraman : 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 2 के 

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

Shri Tulsidas Kilachand : What is the principle on which you have 
ssuggested] that the estate should include all assets of the deceased, so far as 
wapid 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 
#hands at very short intervals of time, it should not be subject to estate duty 
arepetitively at the same rate. What we have stated is that if the relief is going 
sto be given in the case of land or business, then why should other properties 
tbe 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 isa 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 here is one that is followed in most of the continental 
countries in the matter of rapid succession relief. 

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

“Tt should further be provided 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 concession should be 
extended to such death also”. 

Dr. Lanka Sundaram : In paragraph 73 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 Gash, 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. हि
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Shri A. K. Roy: oes 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 ate 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 ? 5 

Shri Vaidyanath Iyer : I would invite your attention to paragraph 
33 (8) dealing with Insurance Policies taken out to meet Estate Duty Lia- 
bility. 

5. न 
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 recormmendation. 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 be in thé interests of the Govern- 
m@ent as much as in the interests of the policyholders ? 

Shri Vaidyanath’ Iyer : Quite so.
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Shri Tek Chand : Coming to para 70 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 assessfhent, 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 0. 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 lawas 
well as of fact, when properties worth lakhs of rupees are involved—to vest 
in- 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 77 of your 
report—board of valuers. Since there might be a tendency on the part of 
valuers not to make'a 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 ifthere 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 

Appzsllate 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. ॥ 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 3922 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 dnd 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 : 
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 ro 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 casés 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 is possible that he may find it impossible to 
sell his estates. For example a person may own 0 buildings worth Rs. 70 
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. 

You have suggested that the present tax must 

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: Iam 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 surren dering 
the estate. 

Shri Raghavachari: Is it to the Tax collector or to the payer of the 
tax ? ६
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Shri Vaidyanath Ayyar : The payer of the tax. 

In the U. K. taxon agricultural properties are charged at greatly 
reduced rates than those applicable to other properties. Inthe U.S. A, 
no estate duty is payable on immovable property and is payable either by 
eight yearly or 36 half-yearly instalments and the first instalment is pay- 
able at the expiration of one year from the date of death. Z 

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. 3 

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 the income-tax liability might not have been ascertained. 

Shri Damodara Menon : You say that in paragraph 38 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. 

Anhon. Member: Wedonotfindany provision in this Bill for appoint- 
ing attorneys. : 

Mr. Chairman: Normally one or two lawyers may be appcinted 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 suggests is 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. 

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

(Witnesses then withdrew) 

Me. Chairman: We may next take up the Punjab Chamber of Com- 
merce.
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Shri Tyagi : Before that, 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 

Name of the Asociations ;—Punjab Chamber of Commerce, New Delhi. 

Representatives :—Shri L. J. Wallach—Vice-Chairman. 

Snr 9. D. Dhir—Secretary. 

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

Mr. Chairman: If in addition to what ycu have stated in your memo- 

tandum 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 “points. We understand that 

yeu are contemplating to change clause 7 on the representation of the Institute 

of Chartered Accountants. 

Mr. Chairman : Have you considered this point ? Under the 

Deshmukh Act, unlike before .937, the share of the deceased coparcener 

goes to th> wdow as if there had been a rartition at the time of his death. 

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 ig exactly what is said here. In arriving at the value 

jt should be taken as if the partiticn had taken place at the time cf death, al- 

though ro partition had taken place, and arrangements shoult! also be made in 

assessing the property to be taxed tc include the commitments of the family 

on accourt of married and unmarried daughters e*c. 

Shri Wallach: As we have said cn page 3 of our memorandum, there 

should be a graduated scale ef estate duty, d=pending upon the proximity 

of inter vivos gifts to the date ef the death. 

Shri Dhir: The Bill specifies two years. We suggest that it should 

86 reduced to one year. Further, a gift made a long time before death should 

be charged at a lower rate than another made just befere death. 

Shri Wallach: Then we suggest in para.4, page 3, that controlled 

company should be defined in the Act. 

Mer. Chairman: Will it not be better if it is regulated by the rules, 

sa that the definition may be changed from time to time acccrding to 

exigencies ? 

Shri Wallach: Yes, but we think that if the definition is given in the 

Act itself, it would be better. 

Mr. Chairman: Have you ary definition of your own ? 

Shri Wallach: We do not nave it here, but we can let you have one. 

Mr. 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 weuld you prefer an 
appeal to an aprellate tribunal, or are ycu satisfied with a <tatement of the 
case to the High Court ? 

Shri Wallach: We think that tre assessing authoritys*ciz. the Board 
of Revenue, should be right outside the appeal. The appellate authority 
should be other than the assessing authority. 

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

Shri Wallach: It would enable a better appreciation of the complete 
scheme cn the fart cf the public. 

Shri K. K. Basu: Ifas you suggest the definitior of the ‘contrelled 
cotipany’ is embodied in the Act itself, then it will Lave to be amended from 
time to time as the exigencies of the situation would require, to mect cases of 
evasion, and the Government would be placed in a more disadvantageous 
position, in dealing with evasion cases. 

Shri Dhir: The first answer would be that even the rules will bave 
to be made public, and accerding to the provision im the Bill, they will have 
to be bid before the House, rot less than 75 days before beingissued. So, 
even if the definition is made by means of rules, then st cannot be kept secret, 

Shri K. K. Basu: Is it your idea that if the definition is in the Act itself, 
and if any amendment i; to be made te that definition, then there will be a 
chance for the Parliament to discuss i, with a view to rectifying bad drafting 
or anything of that soft ? 

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

Shri K. K. Basu: In para. 6 of your memorandum, dealing with 
relief from double taxation, you have stated that where a part of the property 
subjected 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) 
attributable to that part of the property which is subjected to charge in a 
foréigr country. 

ShriDhir: This is only for the purpose of reli2f from double taxaticn. 

We have suggested that only until such agreements have be2n negotiated, 
this relief or concession should be given, 

ShrikK.K. Basu: In para. 8, you have stated that businessmer should 
be associated as valuers or referees 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 certa‘n 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 in Delhi, its real or effsctive 
value cannct be determined with reference only te ihe original cost or with 
reference only to its present cost, because there is no buyer for it. Therefore 
we say that only businessmen weuld be in the best positicn to advise on the 
real value cf that property.
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Shri K. K. Basu: Do you mean to say that it should be left to the 

option of either party to select the yaluers cr referees, and that it would be 

helpful for the Gcvernment or the assessee to select their own valuers from out 

of a panel of names? What class cf valuers you would like to have, 

whether an accountant or a businessman ? 

Shri Wallach: The Government will presumably select the valuers but 

we have put in the word ‘businessmen’, for they will be able to ¢ ffzr useful 

views on values very often. 

Shri K. K. Basu: In answer toa question earlier, you stated that you 

would prefer an appellate tribunal consisting cf High Court Judges. Is it 

the suggestion that there shall bean appellate tribural as provided in the 

Tncome-Tax Act, of that tre case should gos traight to the High Court, 

instead of the Appellate Tribunal ? 

Shri Wallach} That is a matter of detail, which can be worked out. 

Shri K. K. Basu: In the case of the Income-Tax Act, we have an 

Appellate Tribunal, before the case can be taken to the High Court....-- 

Shri Dhir: In-the case of appeals in connection with income-tax, 

such app als li: to the High{Courts, ¢ nly on cu stions of law. Bit in this 

case, we want appeals on both questions of law as well as of facts. 

Shri Raghabachari: In para. 5, you have asked for special prot 

visions for the exemption of dwelling houses. 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 different thing altogether. Even under 

the various Debt and Insolvency Acts, dwelling houses are exempted, and 

cannot be touched. ‘The same is our argumen* bere also. 

Shri Raghabachari : Supposing a dwelling house is exempted, but 

is sold a little later, will it not be reasonable to expect the tax to be paid then ? 

Shri Dhir: That was why we have suggested that the dwelling house 

should be exempted altogether. 

Shri Raghabachari: In clause 52, 4 provision is made for penalty 

for default. Do you want any appeal against that ? SS 

Shri Dhir: We wart appeals on both questicns of law as well as of 

law, to the High Court. 

Chairman: Thank you’for the trouble you have taken aid 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 Chamber of Commerce 

& Industry, New Delhi. 

Representatives 7—() Shri S. ९: Jan—President. 

(2) Shri N. Dandekar. 

(3) Shri P. C. Rao. 

(4) Shri Krishnamurthy.
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(The witnesses were colled in and they tock thetr seats) 

Mr. Chairman: You have givei us a very elaborate m morandum. 
T£ you want to give som> more points or if you want to elaborate further any 
particular points which you have already referrcd t6 in your mm ‘randum, 
you may doso. You may take them in the order of importange and lay stress 
op each. 

Shrijain : 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 which we have not referred 
tc in the memorandum but which we think sufficiently im ortant and I would 
like to state trem straigh*way. Fi-st, we had suggested in the m-morandum 
that the problem of payment of duty was going to present considerable diffi- 
culty, particularly in those cases in which the estate did not have sufficient 
fesources 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 in what way, if it was at all possible, would it be 
feasible to make possible payments in kind ? Now in the msmorandum we 
have only made one suggestion in that connection which I will briefly mention 
here, and that is, that to the extent that the estate of a deceased has got Go- 
yernment securities the payment of duty may also be accepted in securities 
either at ‘he market yalue on the date of death or at the average market value 
of the year preceding the date of death whichever may 92 higher, But the 
main problem of finding a solution to the difficulty we left open. After 
careful consideration of the issues involved, the suggestion that we would 
like to make is this ; where the estate of a deceased has by way of cash and by 
way cf securities—and by ‘securities’ I mean-what is regarded-as securities 
for income-tax purposcs—inadequate funds for paymert of éstats duty 
then when the valuation of the estate 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 property that he may Wisk 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 has a house, then Gcvernment must take the 
house ? 

Shri Dandekar: Where the liquid assets are inadequate for payment 
of estate duty, we submit that the cnly way to aycid hardship is that the Go- 
vernment should take whatever he cffers in kind at the valuation Government 
themselves have placed on it. : 

Shri Tyagi: Hew de you distinguish between taking over in this 
manner and auctioning or selling it ? 

Shri Jain: The distinction is this : if you take it over in this manner 
you take it at a valuation which Gcvernmont have made and which valuation 
is not a forced valuation, whereas if we suggest that the prorerty should be 
auctioned, then ॥ would be a forced valuation which might be extremely 
low as cempared with the proper market value which has been assessed for. 
the estate duty itself; Therefor2 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- 
000. 

Mr. Chairman: Are you in favour of Government taking over any- 
thing he has in hand. Ifa man has got cattle, then it must be taken over. 
It is peculiar { 

छाल 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 securities ? 

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 
funds...... iSaives ; 

Mr. Chairman: If itis. a lump sum atid 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 moré 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 estate duty is not an ordinary pay- 
ment. It will be a substantial payment. This proposal that has been made: 
is only in cases where sufficient money or securities aré not available. If 
the estate has sufficient cash or governmient securities to discharge its obliga- 
tions towards the State, our proposal is that he should make payment through 
cash and government securities, but where such money is not available, a 
certain provision must be made so that the estate may liquidate 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 ?



0 

Shri Jain: It should be left to the option of the assessee. 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 ig terms of money— 
ee value put on it by the Controller. If theres a deficit, let the Government 

ar 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 to prevent an assessee from being completely wiped out by a forced sale 
is 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. t,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. Chairmin: 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, without 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. 

Mr. 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 egency of the deceased, it should be put to sale in realisation of the 
estate duty due ? Would you consider it as disturbing the entire business ? 

Shri Dandekar :_ Is that point arising in the present connection, Sir ? 

Shri Gadgil: It is in this connection. The suggestion is, if there ere 
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 assessce 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 assessce offers it as the property in kind with 
which he wishes to pay the duty, certainly Government may take it. 

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

Shri Dandekar: It 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 selection 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 no 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 less. है 

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 would 
take in appeals in revenue matters would necessarily be a revenue has of 

view. Ina matter of this kind which isa capital level on each death; T thi 

the appeals should go to a body of the type of the Appellate Tribunal that 
functions under the Income-tax Act. डे 

Mr, Chairman: 076 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 

Tncome-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. 8. 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 somé 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 existing 
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 decéased, there would-be ३ 

## Pa,
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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 approved 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. Z 

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 

80 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 

§ or 0 years from its commencement. If this is not done there will bea 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 Gadgili: 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 eatn some .rore money 

in shipping, insurance etc. ? 

Shri Dandekar: I think it would but I would be reluctant to 3.98 

an estimate but I do feel that there would not be that incentive to hoard weath 

in forms which are unproductive. There would be freedom to (invest in 

forms which would be productive. 

Shri Tyagi: Twas inclined to get more hidden money if possible.
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Shri Dandekar: In clause 5 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. Asa result of discussions that I had with important people 

l 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 Jand, the Centre has no right to legislate and that is 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- 

tyonly. 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 is not 

included in the Schedule. If there is 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. 
2 

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 necessary 

consequence. 

Mr. 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 woufll 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 
is 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 insurance 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 
valid gifts inter vives 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 gitts which should be added to the estate. 

Clause 74 deals with insurance policies. I have already referred to our 
suggestion that ordinary assigned insurance policies, or provident funds or 
family pension funds should be treated as gifts imzer vivos, where the instal- 
ments are recoverable from the assignees. I 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 in exactly the same way as gifts inter 
vizos. Most of the senior employees have their property either in insurance 
policies or provident fund. Most of them will be leaying 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 
nominees 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 ? Will 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 oui 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: Ifthe assignee dies and the policy is coasidered 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 the 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 is 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. ‘That is 
all the principle inyolved. 

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 second submission is that the relief contemplated in the Act for 
successive duties is the most inadequate, both in relation to the conditions 
in this country as well as in relation to the fact thet 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 I 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 the relief given should 
be related not to the legislation ina country that gives thy, 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 specifi- 
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 Io years ago or 

during the pre-war days of 7979. 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. 

I. 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 yéar. 

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 say 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 <veiy 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 



is why we would suggest that the rate of duty should be fixed in the Act 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 € 
little later. 

We have stated in the memorandum 

“Tt 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 
testified. 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 submission is thisis 8 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 point 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 Goyernment,
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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 genetal 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 assignee 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 (4, 
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 would 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 Iam 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 to me. 

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

Shri Tyagi: Ifa 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 before the assignor, the policy reverts to the assignor and it forms part 
of his estate. 

Shri Tyagi : Because it is 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 
Interests sin==thatiiesccsseasvasse i 

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 is an assignment to dependents, then our submission is that even re- 
vocable assignments ought to be regarded 85.....-..-.------०- 

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 obligation. 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 4 of your 
memorandum wherein you deal with payment in kind. I assume you are 
aware of section 56 of the English Finance Act of 790 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. 
Tt 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 70 of your memo- 
randum wherein you have informed us that in Chile there is no levy on a 
second succession within a period-of ro 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 
is not total exemption if second death occurs within r0 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 5 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 : I think this is a very important question. I myself 
have tot 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 revenue 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 if the aggrieved party could ques- 

tion the decision of the valuer in a high court ? 

Shri Dandekar : There I have 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 autority such as prevails in the income- 

tax side, then my view would be that the appellate trrbunal’s findings of 

facts ougnt to be final. On the other hand if the appellate tribunal is going 

to be the first appellate authority then normally whether it is a high court 

or some other similar body there ovght 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 tre 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 distinctior 

between really difficult and complicated cases and comparatively smaller 

and easicr cases. This being in the nature of capital levy an appellate autho- 

rity ir the nature of a hign court would be a very good thing. 

Shri Tek Chand: Are yov of the opinion that in matters of appraisal 

and also in the case of taxation and other ccmplicated matters the appellate 

tribunal sbould be manned by an ex-high court judge exclusively. 

Shri Dandekar : There I do not think I could suggest much of ar 

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 8 

decision. As to facts in law, the fawyer or the judicial member would be 

competert to go into legal issues and I find it difficult to suggest much of ap 

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 ro years or qualified to be a high court judge, I think that ade- 

quately covers the requirements of the case. 

Shri Tek Chand: You are aware of the vatious 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. 

Mr. 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 5, you have made certain 
suggestions. In certain states there exists agricultural income tax, whereas 
in other states it does not 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. न 

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

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

Shri Dandekar : ‘Taxation does not come as a capital levy. We 
cannot couple the two problems together. In one case you have periodic 
regular assessments of taxation and ir the other it is a capital levy. 

Shri K. K. Basu : When you said that payments may be allowed to 
be made in kind, do yeu want to restrict it to buildings and lands only, or 
you want te extend it to business ? 

Shri Dandekar : Any asset which in the limiting circumstances 
I have stated the person accountable for duty offers fcr payment of duty 
should be accepted. If anybody offers the proprietory interest of business 
as paymicnt, 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 dwe ling 
house, 7.¢., the place where.the deceased and his family normally resided 
irrespective of the value ef the property. 

Shri K. K. Basu : Supposing A has several houses and in most of 
the places, 076 member cr other of his family lives. Is it ycur suggestion 
that he has to select which of these places he wants to declare as dwelling 
house ? 

Shri Dandekar : Supposing somebody dies and before death he has 
to exercise nis option, he has to choose a dwelling house which wiiJ be a dwel- 
ling house to the satisfaction of the assessing authority. 

Shri Gadgil : Is it purely sentiment or value ? 

Shri Dandekar: It is really a mixed question cf sentiment and causing 
the Icast 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 he is living in the ancestoral house and 
there is another house built by his own meney, which should he bequeath ? 

Shri Dandekar: It isa question of fact which the person accountable 
weuld have to produce evidence upon as to where the deceased generally 
resided.
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Shri Raghavachari + You have suggested different rates for agricul- 

tural prcperty and non-agricultural property. Would it not be better if 

there were separate schedules ? 

Shri Dandekar : If you had two schedules of slab rates and if it is 

made clear that tne two properties are not to be aggregated but should be 

separate, there woula be no difficulty. 

Shri Damodara Menon: Regarding insurance, there are two kinds 

of assignments—ccnditional and unconditional assignments. Do you want 

exemption for both ? 

Shri Dandekar : I have not applied my mind to this aspect, but 

wherever assignments are in favour of dependents, they should be exempted 

notwithstanaing the fact that they may be revocable provided the assigrment 

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 

suggested. 

An hon. Member : What is the basis for the exemption limit of 

Rs. 2 lakhs yeu have-suggested ? 

Shri Dandekar: In 7938 ifa perscn had left a gift of Rs. 50 thousand, 

it would not have been anything to shout abcut. Now, the price level nas 

gone up four times, and basing our calculation on the 7938 level, we have 

suggested Rs. 2 lakhs. Our Timit sbculd not be ccmpared with what is 

provided in U. K. 

Shri A. K. Roy ४ ‘Take Ceylon. It is only Rs. 25 thcusand there. 

Shri Dandekar : But education upto the University stage is free 

there. Healthis free, Unless all these services are provided by our Gc vern- 

ment, it becomes the duty of the head of the family to make adequate provis- 

ion. ; 

Shri M. C. Shah: In an undivided joint Hindu family with one 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. पट 

Shri Gadgil : Does the Federation accept or reject the principle of 

removal of inequalities ? On page 7 of your memorandum, you have ex- 

pressed certain ideas which seem to accept that principle. If that is 50, there 

should be fewer exemptions and higher rates of duty. 

Shri S. P. tain: Regarding that, we must consider the cost of living 

inthe bigtowns. A large house will cost something like Rs. 50 to._70 thousand. 

Similarly, an ordinary shop which will give a return of Rs. 500 per montb 

will require a capital of Rs. 25 to 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 4s owned by frur or 

system... 

Shri M. C. Shah: In U. K. the exemption is only £ 2,000 though the 

ncome is nearly twenty five times more.
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ShriS.P.Jain. Hetc, if you divide the property between the members, 

jt will be very small Kor cur consideration, it is as goed 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 ? 

ShriJain: Ifthe inequalities are to be ended, we think that there cculd 

be other methods of doing it. We considcr therefor tha’ this Act shculd be 

considered an Act only for the purpose of getting some additional revenue for 

the purpose cf development of this ccuntry. That is wny we have proposed 

that this tax shculd also take into consideraticn, certain feattires which will 

keep up development in the private sectcr of the economy of this country. 

Shri M. 0, Shah ; The main objective of th: Bill is to rerrove tke 

inequalities, and also to get money for the development plans. 

ShriJain: Ifthe intentior ए4 he.Government is to remcve inequalities, 

I suppose there should be other better methods of achieving that objective, 

Shri Venkataraman : Once the Bill has ‘be2n referred to the Select 

Committe, the principle of the Bill has been accepted, and it is nct open to 

us at this stage to go into the principles of the Bill. 

Shri Jaina: All that I would like to submit ch behalf of the Federation 

js that we consider this piece of legislation as a very “mportant one, and this 

being a new experiment in our country, and we treading a new path, we must 

act with care and caution. 

Chairman : Thank you gentlemen for the trouble you have taken 

and for the yery valuable evidence you have given us; 

(Witnesses then withdrew) 

(The Committee then adjourned) 
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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 thi8. ‘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, I shall ask questions, if I have any. ‘Then, you will be discharged. 
Kindly start. 

Shri Saraiya: Mr. Chairman and friends, in the first place, I 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- 
isation, and if Government want to nationalise, they will do it in a different ‘Way e. 
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 
industry. 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 cf the industrialists 3 
some of the best of them. For example, Government's power to assume 
management and control under Section 788, éven denying tke tight to the: 
share holders under section r8E 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 3 Smaller indus- 
trialists are more concerned and in proof of that we have Mr. Vaidya here, 
who is the President of the All India Manufacturers Association and who was 
also the President of the Industries Association. I would like very much to 
urge 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 ofa 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 case an 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 Government. 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 apprehensioa 
on the part of industries of possibly some malpractices oa the part of the 
Government or the Government department concerned. 

Side by side with this, section 788 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. There is 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. ‘his 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 prevented 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 it be 
necessary 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 issue 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. a 

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 thereshould be some provision for an appeal or some 
reference to a body like the Central Advisory 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 r0A there may be some proyision 

for this. z 

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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T 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. Th this connection, 

I would like to read clause 28 : 

“Where any person is prosecuted for contravening any order made 

under section i8G 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, Thatisasmall matter. Itis nox entirely unknown but in this section, 

whether it is good or bad, it is there. 

Shri Saraiya: I submit in this context ifthere is something definite 

against a person, you may certainly take action. 

These are the only points I wanted to sp2ak on. I do not wish to cover 

the whole ground, but I would again repeat that it is a question of the at- 

mosphere. Please do not disturb it at this stage. 

Shri Shri Ram: I will deal oaly with clause r8 where you have taken 

away the safety clause of finding ouc some defect in a particular concern and. 

givingthem an opportunity to explain and issuing directioas to put them right. 

Shri T. T. Krishnamachari:* It has not been taken away. Only 

an alternative method has been prescribed. If your understanding is that it 

has been taken away, itis wrong. We can have the powers under section 76 

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 is not so. 

Shri T. T. Krishnamachari: Section 76 of the principal Act is still 

there. Only section 7प is taken away. 

Shri Shri Ram: All of us are under that misunderstanding. 

Chairman: I will read section 6: After making the investigation 

as laid down in section rs, the Central Government may issue directions to 

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 5
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(6) requiring the industrial undertaking or undertakings 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 5 

(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 5 

(d) controlling the prices, or regulating the distribution of any article 

orclass of articles which have been the subject matter of 

investigation.” 

So, if we accept what Shri T. कु", Krishnamachari says, that section 36 

of the principal Act remains. Therefore the Government may not imme- 

diately take over an undertaking necessarily, but can exercise any af the powers 

enumerated in section 76. 

Shri T. T. Krishnamachari: Under the proposed amended Act. a 

an industrial undertaking to which directions have been issued under section 

36 has failed to comply with such directions, then the alternative is that you 

bypass section 6. 

Shri Shri Ram: Our objection is only to the bypassing of section 76. 

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. I would like to know what is the industry 

that you have in view. So far as industries are concerned, even if I0 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 is 

not running it well. Then you take it over. Supposing you yout self, 

when you run it, suffer more josses who is responsible for it ? Why should 

not the shareholders suffer, and that is nos ecurity. I would suggest that you 

give definite directions and give an undertaking an opportunity to put things 

right 5 let it represent its 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 

afew bad cases, as Mr. Saraiya said, but I donot know. Unfortunately, we 

have some people who may bedoing things wrongly, but is the disease so 

serious that you should take these very wide powers ? 

Chairman: I will interrupt to this extent and say that originally the 

ower was not to take over the management directly. _ There was an inter- 

mediate stage contemplate. The néw procedure is that the intermediate 

stage is not deleted but in very hard cases, I think there is some justification to 

take over an undertaking immediately. 

Shri ShriRam: We do not agree with that. 

Chairman + I am giving the interpretation. My views may be ex- 

pressed elsewhere.
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Shri ShriRam:_ Evesy type of criminal has got to be given an op ortu 
nity to explain his action. If the Railway collieries have got too many men 
you can discharge 5,000 people but if we, private industiialists, 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. Last year there was not a single 
textile mill that did not lose very heavily in cotton purchases because the 
Textile 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 Tor Shri Birla would not like it. Task, is the disease so very serious that 
you want to take this very radicalthing ? Ihaveno doubt that if 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 
Tight. 

Chairman: That is one point. What else ? 

Shri Shri Ram : I wanted to speak only on this. 

Chairman: You want to go away ? 

Shri ShriRam: Yes. 

Chairman: Since Lalaji warits to go away, have you anything to ask 
him ? 

Prof. 0. 6. Sharma: I feel 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 proposition that there may be occasions when the 
Government would have to take over an industry in the interests of the indus- 
try itself and in the public interest, have you got any specific solution to 
nis, because even under the old Jaw, the same situation was there ? We are 

not altering the position of the shareholders by this Bill. If you have got 
anything specific to say in this connection, we would like to know. 

Shri ShriRam: My reply 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 you ? What Shr 
Basu said is this: He says already there is Section 77 of the Act, and Sectio 
38 of the Act is only an amplification of Section 77. He wants to know what
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‘is new there. Your objection to Section 47 is conceded, but supposing this 

Bill is withdrawn tomorrow in deference to your wishes, Section 77.0 the Act 

“will still remain, and Section प7, in its operations, will certainly not take care of 

“the shareholders’ interests in the same way as you would do, or, at any rate, 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 feat would be much less if I am given directions 

to put things in order, and also I am helped where necessary. For instance, 

-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 is 

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 js taken over under the Indus- 

‘ries (Development and Regulation) Act ? : 

Shri ShriRam: 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 Directors 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 is 

-difference of opinion, the ordinary shareholders do not find an expression of 

their opinion. 

Shri Shri Ram: I think I have given a reply. Iam nct here to take 

up the matter as between the Managing Agents and shareholders. That is 

our domestic affair 

Chairman: He seems to feel that if a chance is given 85 8 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 

industriglist there may be some difficulty and reference to the Labour 

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, don’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. f 
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 
in ithe 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 S. 6. Singhal: If there is some mill-owner who by his negli- 
gence, corrupt practices, incompetency and inefficiency lowers the efficiency, 
teduces the production, deteriorates the quality of the product of his milk: 
and incurs losses to the mills and ultimately brings about the closure of the 
mill, which throws out 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. G. Singhal : Do you not think that they will use this time io 
unduly influence the concerned Government department ? 

Shri Shri Ram: (The reply was not audible.) 

Shri S. 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 Barman: You expressed two views, as I ‘understood it. The- 
first was that clause 388 (b) was a drastic one. According to you there- 
can be no case where the Government might be compelled to take over any 
undertaking, without giving a chance to them under clause 38B (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 

The.second point was that Government should give a change to the 
shareholders, to explain their case, before the industry is taken over 95% 
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 
Task 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 earlier, 
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 with the management, and still they are 
afraid of changing either the management or have an alternative fer 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 te 
sthem under the Indian Gompanies Act, of going to the Court. 

Shri S. C. Deb: If you say, that it is a domestic affair between the 
managing agents or the managing directors and the -sharehelders, then 
Government has nething to de 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 
tthe shareholders. ... 

Shri Shri Ram: Then the Companies Act takes care of iti 

Shri S. C. Deb: Suppcsing the concern is 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 faras 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. 0. Deb : But if something is going to be done, what is to be 

«done in such a case ? 

~ (Shri 6. P. Sinha—Shri Shri Ram—Hindi) 

Shri G. P. Sinha: The Government is introducing the Bill not as a 

a punitive measure. Why do 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 mation as a whote suffers. When 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 Gover nminent have 

been giving to the losing concerns. They have been giving even to the 

running concerns. The shareholders are to be protected etc. 

Shri Shri Ram: Who will be respcnsible if the industry suffers 

financial loss under Government control ? 

Shri G. 0. Somani: Both Lalaji and Shri Saraiya have drawn atten- 

tion to the fact that whatever Government’s views. 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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‘this Bill are necessary, some safeguards which will meet tne 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 is 

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 6. D. Somani: If even in the present amending Bill some 

ssafeguards are incorporated, do you think it will meet the requirements of 

the situation ? 

Shri Shri Ram: Then you give a direction. That is what I 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 5 

-becausé 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 not 

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 you 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. They 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, changing buildings 

etc. 

Shri Bhagwat Jha ‘Azad’: Then youmust put them to an end. 

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 उ5 of the principal Act 

is there. There will be a thorough investigation and also a chance will be- 

given. 

ना 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- 

over. 

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 you 

cannot do it when you were more independent to work, do you think that 

our direction—a direction from Goyernment—will improve the situation > 

Shri Shri Ram: That is what exactly we are doing in the Reserve 

Bank. 

Shri 6. 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 a 

Shri Shri Ram: I am afraid, I have not become a conyert as yet. 

Shri Morarji Vaidya: I associate myself with the remarks made 

by my friend, Shri Saraiya. I express my thanks to you and to the Select 

Committee for giving us a chance of being heard, eyen at short notice. 

J 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 ३ and: 

TrA’. It should be, ‘2 and 70%, regarding the designation of the new 

article and of the definition under clause 2 (i), 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 suggestion, Sir, is that the relevant clause may be so worded as to- 

make the intentions of the Legislature clear and this sort of blank inclusion.
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“of 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, 

-a 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 mills 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 
“exemptions. My submission is, Government machinery being what it 
is 

Chairman: It is improving day by day. 

Shri Vaidya: That is why we are here ; we have faith and confi 
edence.: 

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- 
sgerding 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 nec 
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 
‘comers. 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 net merely for 
regulation and control. orally, at least, it devolves as a responsibility 
-of Government to regulate and also help the development of industries when 
ithe time comes ; when these industries are in difficulties, they will approach 
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Government and Government will morally be bound io nelp them. There— 
fore, in our opinion the time given fur registration should be more than tiiis 
six months and not less. 

The next point is with reference to the revocation 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 amending Bill provides for the revocation of 
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 Advisory 
Council or the Licencing Sub-Committee of the Council. 

Shri T. पा, Krishnamachari : Supposing Government feels that 
the recommendation of the Sub-Committee or the mein Council is not 
correct, then ? The Council is only Advisory. 

Shri Vaitlya: 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 Mendatory 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 to 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 net 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. That is our submission. When a licence is issued by Government.
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subject to certain conditions—becatise 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..... 3 

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 got a majority and the management is 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 at 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 in their money....... ०0०3४ 

Chairman: May I interrupt for a minute >? Even otherwise, it is open to the Government to have anyone appointed. He may be taken from the shareholders, if the Government so desire. It is not compulsory. 
Shri Vaidya: Under the law, it is not obligatory, and to that exteat, People will naturally entertain fears. 

Again, regarding these directions, even under the existing provision, namely, Section 76 of the principal Act, Government have the power to issue directions and see that those directions are complied with. They have: the power to exercise control over production ; coatro! over distribation ;_ control over prices etc. in respect of any concern which is under investiga- tion. Therefore, the assumption of tacse further powers under the new~
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«Chapter III-B Section 78 (G) is, in our view, rather drastic. The powers 
-amount to powers being given to Government to permanently contro! 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 76 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 i5, 6 or 38 (A). New Chapter III-B stands on an en- 
tirely different footing. 

Shri Vaidya: As I understand it, under Section 78 (G), Chapter 
III-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 Goverament 
have got the powers under Section 76. 

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 is 

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 

athis is how we feel. 

Regarding clause 73 of the amending Bill, our submission is that the old 

“Section 23 should be retained, along with the old Section 4, the saving sec- 
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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 is 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 that 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 not 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 c2r- tain offence was committed deliberately, with ma/afides, rather than put the onus on the accused person. This is my submission regarding new Section 28. 

This is about all that I have to submit. 

Shri Naval Tata: Mr. Chairman, I think that most of the poirts 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 ofa legislation like this, you are assuming that this kind of affairs which you aré 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: all depended upon the type of shareholders and the manag- sng 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 havea 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. 

ene T. T. Krishnamachari; My successor would be a better 
man ! 

\ 

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. I 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. 

T 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 Goyernment’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 possible 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’ interestsiabout 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 shareholders 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 
powers. 

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 is 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 a matter on which I 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 expansion. 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 éasily’ 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: Like an additional shift started by us ? 

Shri T. वा. 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. 3 

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 tke 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 

it 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. 

|
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Shri Vaidya: We are manufacturing transformers and motors. 

Shri T. T. Krishnamachari : If you pay some foreign firm 72 2/2 

per cent. royalty, I will say “ NO”. If it is reasonable, I will say ““ YES ”. 

Shri Vaidya : We are manufacturing small types (26006 2 

Shri T. T. Krishnamachari : No impediment at all to your pro- 

gress. If your royalties to foreigners are reasonable, Government won’t 

stop you. 

Chaitman: 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. I hope you wiil 

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 offiders 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 tte shareholders. Apart 

from the private shareholders 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 so 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
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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. ; ५ 

Then about the proposed section 78-095, I think it must be realised at 

least for sometimes to come that some sort of control has to be maintained 

over the fproduction and the prices. Therefore, I think you will accept 

the position that in the present set up, as it is today, section .8-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 Chairman 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 criminal prosecution. 

Similarly, also, there is power—this has also been referred to already—by 

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 ina 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 ike to 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 nervousness 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 it 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. 

Lam afraid, it seems that the Government in making this Chapter III-A, 

have not referred to section 5 in which there is a clause under which the Central 

Advisory Council shall be referred to by the Government in the following 

Of course, Government are not 
directions. There is a mandatory clause. ‘ I 

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 es 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 of 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 III-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 is rather not necessary. 

Shri Barman: May I ask a question of Shri Tata 2 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. So 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 shareholders. 

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 cansue 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 
bein 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: Itseems that they wantit 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. ¥ i 

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 thas 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 Goyernment’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 6. P. Sinha: Then about Directors. The Actis 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 6. P. Sinha: It is only in your interest not to insist on it. 

Shri Lakshmayya: You say that the proposed section I8G 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 5 p2r 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 so, Sir. 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. हे ; 

Shri Saraiya: These two will not be the directors. There will be 
other directors appointed by the Government. 

Shri Vaidya: 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. 4 lakh 
of invested capital end 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 
alot 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 te you for-having responded 
and come over here. I carry the impression that it has been to our mutual 
good, 

Shri Saraiya: i may mention here that you asked a question 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 780 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. न 

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: 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 
eee We hope it is in the interests of good Government. Thank you very 
m 

(The witnesses withdrew). 
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