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Mr. Speaker: The question is:
“That leave be granted to intro-

duce a Bill further to amend the
Banking Companies Act, 1949.”

The motion was adopted.

Shri T. T. Krishnamachari: I intro-
4uce the Bill.

FINANCE (NO. 12)
FINANCE (No. 3)

BILL AND
BILL—contd.

Mr. Speaker: The House will now
take further consideration of the
following motiong moved by Shri T.
T. Krishnamachari on the 5th Decern-
ber, 1956:

(1) “That the Bill to increase
or modify the rates of duty on
certain goods imported into India
and to impose duties of excise on
certain goods produced or manu-
factured in India end to increase
the stamp duty on bills of ex-
change, be taken into considera-
tion.”

(2) “That the Bill further to
amend the Indian Income-tax
Act, 1922, for the purpose of im-
posing a tax on capital gains and
for certain other purpozes and to
prescribe the rate of super-tax
on companies for the financial
year 1957-58, be taken into con-
sideration.”

Discussion on both the Bills will
continue. Time allotted is 8 hours 30
minutes. Time taken 13 minutes
Balance available 8 hours 17 minutes

The hon. Minister.

The Minister of Finance and Irca
and Steel (Shri T. T. Krishramachart):
{ have finished my speech

Shri Tulsidas (Mehsana—West):
Before we proceed with the consider-
ation of this Bill, 1 would like to re-
fer particularly to my motion with
regard to referring thig Bill to the
Select Committee.

Mr, Speakar: Which one? We have
not yet come to that Bill. It is the
third Bl
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Bhri Tuisidas: Yes. We are taking
up both the Bills togwther.

Shri N. C. Chusterjee (Hooghly):

“That was decided

8hrt Tulskins: I would like to raise,
it I may use thephrase, a point of
order or 8 paint of clarifieation

Mr. Speaker: Has he given notice
of the motion?

Shri Tulsides: Yes, I have given
notice, and I am moving the motion
to refer the Bill to a Select Com-
mittee.

Mr, Speaker: Let him make the
formal motion

Shri Tulsidas: I beg to move:

“That the Bil! referred to a
Select Committee comxisting of
Pandit Thakur Das Bhargava,
Shri Tek Chand, Shri G. L. Bansal,
Shri R. R. Morarka, Shri T. S.
Avinashilingarn Chettiar, Shri C.
D. Pande, Shrimati Tarkeshwari
Sinha, Dr. Ram Subhag Singh,
Shri Fulsinhji B. Dabhi, Shri
Jhulan Sinha, Shri H. C. Heda,
Shri Bhagwat Jha ‘Azad’, Shri
Shree Narayan Das, Shri A M.
Thomas, Shri C. C. Shah, Shri K.
S. Raghavachari, Shri B. Rama-
chandra Reddi, Shri R. C. Chatter-
jee, Shri Frank Anthony, Shri T.
T. Krishnamachari, and the
Mover, with instructions to re-
port by the 17th December, 1958.”
This is in reqpect of Finance

(No. 8) Bill.

Shri T. T. Krtstemmaghari: I won-
der if the hon—Member——Treatises that
the House rises on the 2Ist and the
Bill should go to the other House
also, 1o Bl

8hri N. C. Chatterjee: You can
srcelerate the date if you want

6hri Tulgdas: I am only mention-
ing this because I would like to have
your guidance in this matter. I am
appealing to you as the custodian of
the rights and privileges of this
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House as well &8 of the proprieties
relating to parllamgutary procedure
to give your vonsidered-opinion, as $o
whether it is at all proper_for the
Government to rush this measure
with undue haste by the quick pro-
:edure of a Finance Bill even though
it contains substantial amendments
to the Income-tax Law. The hon.
Finance Minister has already said in
his gpeech that most of the measures
under Finance (No. 3) Bill are of a
permanent character, and they are
being brought in under the Finance
Bill. All the provisions of the Bill
except those proposing an increase in
the rate of super-tax on divideunds
(clause 8) are of a substantial nature,
which are intended to make perma-
nent changes in the existing statute
law, and if enacted, will have far-
reaching effects. As such, they ghould
be considered carefully. The proper
thing to do is to adopt these pro-
visions by a separate amending Act
The least that should be done is to
refer the Bill to a Select Committee
which can be directed to return the
Bill within a week in order to save
time.

The Bill is obviously carelessly
irafted, especially clause 3. As 1
said before, the provisions in respect
of compulsory deposits of corporate
reserves have nothing to do with
raising of revenues, and as such can-
not be reasonably included in the
Finance Bill. Moreover, since thc
provisions are applicable to the next
revenue year of 1957-58, it involves a
constitutional issue in my opinion. Is
this House competent to lay down
now the new taxes 1o be collected for
the year 1957-58? Can we commit
our successors, whoever they may
be, with a fait accompli in respect of
a revenue year that i3 within their
purview? I think this event is unique
in the history of our country. Never
has a Government of this country
proposed taxes in Novembe: or
December of a year which are appli-
cable to a revenue year beglnning
with April of the next year.
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We have no precedent to guide us
and this is an important constitutio-
nal issue and it should be decided care-
fully by a Select Committec. A simi-
lar point has been raised by me in last
April, when Shri C. D. Deshmuk.n, was
the then Finance Minister and you
were the Speaker. I am quoting your
own observations when [ raised this
particular point:

“The hon. Finance Minister
referre¢ to this matter ir his
speech which he delivered just
now. He referred to this matter
pointedly. A Finance Bm is in-
tended to raise taxes which would
subsist only for that year. The
main object is to provide funds
for the expenditure which had
been voted by the House. That is
the simple object of the Bill
Therefore, it is reasonable to say
that other provisions relating to
statutes, which are of & more per-
manent character, ought not to be
clubbed with it but discussed on
the floor of ihe House in a more
leisurely manner. Linking them
with this gises an appearance of
emergency and, thercfore, such
kind of thought cannot be bestow-
ed upon this. Though it is not tech-
nically incorrect to include a
number of -cts. for the purpose
of amendment in a simple Bill of
this kind—as a matter of fact, the
Post Office Act is amended, the
Excise Duties Act is amended, the
Customs Act is amended, and vari-
ous Acts can be amended in a sim-
ple Bill—the object 1s all for the
purpose of raising funds to meet
the expenditure which has been
voted. Amendments of a far-
reaching character must be con-
sidered a litt’e more icisurely.”

I had raised the point and then you
had mentioned at that tume:

“Shri Tulsidas appealed td my
being in charge of these rules and
regulation of the House. When
did he discover it? Only nov? As
soon as he wrote to the Finance
Minister, he could have easily
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detailed consideration. I am

under the impression that this can
be done only in the next year; it
could not be done this year. These
things ought not to be clubbed.”

In view of these remsrks and :n
view of the point that I have just made
that these proposals under the Fin-
ance Bill No. 3 are to take effect in
the year 1957-58 and are not to take
effect from now on, is it fair for this
House to hurry up with this matter in
a manner as it has been done here,
and without giving proper thought to
the different amending clauses to the
main statute?

The other point is, as I mentioned.
I do not know whether it is constitu-
tionally correct or not when you have
several times said that we should
have very healthy conventions in the

House. Now, is it fair for the next
Parliament to be faced with a fait
accompli from now on? We do not

know what the set-up of this House
will be after the next election; we do
not know whether the present ruling
party will be in power; we do not
know whether the present Finance
Minister will be here. I would like
to know whether it is fair for this
House to commit the next Parliament
to these things. The Finance Bill is
something where we normally provide
for expenditure for the current year
but in this Bill we are asked to vote
for the next year's expenditure; we
are going to pass something which in
my opinion is very improper and
against the healthy conventions which
we should follow. To you as the cus-
todian of the rights and privileges of
this House, I request to take a positive
action since you have expressed your
own views in the matter and I suggest
that the matter be referred to a Select
Committee.

Shri N. C. Chatterjee: Mr. Speaker,
my stand is somewhat different, from
that of Shri Tulsidas. I am supporting
this motion for reference to the Select
Committee on different grounds. Some
Years ago, as you know the then Fin-
ance Minister, Mr. Liaquat Ali Khan
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had thrown a bomb-shell in the shape
of a proposal for Capital Gains.

Bhri GadgB (Poona Central): It was
a damp squib.

Shri N. C. Chatterjee: My hon,
friend says it became a damp squib
from the very beginning. I hope the
present Finance Minister does not
mean it to be a damp squib; it is
meant to be an atom bomb. At least
the private sector thinks like that. If
they had done it to get at only the big
bosses of Capital, I would not mind it,
but I am afraid, there is a good deal
of force in the criticism made that
these present tax measures would lead
to a contraction of economic activity
in the country. The cumulative effect
of Shri Krishnamachari’s proposals
would leave the private sector high
and dry in the matter of obtaining
funds for necessary development and
expansion. I doubt how far his pro-
posals are in conformity with the
announcement made by the Prime
Minister, who made it perfectly clear
that the private sector should be
allowed to play its part unimpeded.
that they should be given a fair play,
but this additional taxation on divi-
dend and Capital Gains Tax runs
counter to it.

Shri Gadgil: May I ask whether the
point of order raised by my hon. friend
Shri Tulsidas is to be discussed now
or the main speech is being deliver-
ed?

Shri N. C. Chatterjee: I am speak-

ing on that amendment, on Shri
Tulsidas’ amendment.

Shri Gadgil: It has not been formal-
ly placed before the House.

Shri N. C. Chatterjee: He has moved
his amendment.

Mr. Speaker: I shall place it before
the House.
Amendment moved:

‘“That the Bill be referred to a
Select Committee consisting of
Pangdit Thakur Das Bhargava, Shri
Tek Chand, Shri G. L. Bansal,
Shri R. R. Morarka, Shri T. S.
Avinashilangam Chettiar, Shri C.
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D. Pande, Shrimati Tarkeshwari
Sinha, Dr. Ram Subhag Singh,
Shri Fulsinhji B. Dabhi, Shri
Jhulan Sinha, Shri H. C. Heda,
Shri Bhagwat Jha ‘Azad’, Shri
Shree Narayan Das, Shri A. M.
Thomas, Shri C. C. Shah, Shri K.
S. Raghavachari, Shri B. Rama-
chandra Reddi, Shri N. C. Chat-
terjee, Shri Frank Anthony, Shri
T. T. Krishnamachari, and the
Mover with instructians to report
by the 17th December, 1956.”

I take it that Shri Kilachand has
spoken with respect to this and not
with respect to the Bills.

8Shri Tulsidas: I have only spoken
on this motion, Sir.

Shri Gadgil: On a point of order, I
may say that he has raised a point of
order that the main Income-tax Act
should have been amended instead of
seeking an amendment to the Income-
tax Act in the Finance Bill. I think
that that was under discuseion.

Mr. Speaker: I have put it to the
House. He is entitled to speak; he
has reserved his speech on both his
motion on the Select Committee and
also on the Bills before the House.

I thought he would address himself
on the point of order, that the two
things should be clubbed together in
this Bill.

Shri Raghavachari (Penukonda):
With your permission, may I say this:
After hearing the submissions on the
point of order and after your decision,
the- next stages might follow. That
would be proper.

Bhri N. C. Chatterjee: You may
remember that when we were discuss-
ing one of the Constitution Amend-
ment Bills—I think it was 1 or 2
clauses—the Business Advisory Com-
mittee unanimously recammended
that no important bill like that should
be placed before the House without
going through the Select Committee
and it was made perfectly clear by
you from the Chair that that was only
the exception and the general rule
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ghall be that an important measure
which brougbt in fundamental
changes either in the Constitution or
in the general set up should not be
placed before the House without
going through the Select Committee. I
am supporting this motion because I
think there is a good deal of force in
the observation that when taxation
proposals lke this....

Shri T. T. Krishnamachari: Is he
supporting the motion and not speak-
ing on the point of order?

Shri Sinhasan Singh (Gorakhpur
Distt.—South): Is the hon. Member
supporting the point of order as well
as the motion for the Select Com-
wittee?

Mr. Speaker: Hs is making the
argument for the motion.

Shri N. C. Chatterjee: The two
really overlap. The submissions made
in respect of the point of order is this,
that a Bill of this kind which intro-
duces not merely fiscal changes of a
very serious magnitude but will have
very serious repercussions on the
whole private sector is one that should
be discussed in a Select Committee.
Supposing there are a few gaps to be
made up or we required certain detail-
ed information, it may not be proper
in a House like this to discuss it, or
say how far foreign trade has been
affected or how much it will improve
by a certain action. There may be
many details which should be discuss-
ed only in a Select Committee. In a
Select Committee, many things can be
put across the Table, and as a result
of discussion we may possibly arrive
at some kind of adjustment. This is
very necessary, especially when Gov-
ernment are demanding, as you know,
that the reserves, accumulations and
profits above a certain percentage
should be made over to the Reserve
Bank—including current year's profits.

Mr. Spmaker: What has the hon
Member to say on the point of order?
The House is anxious to know whether
he has anything to contribute regard-
ing this point.



2087 Finance (No. 2)
Bill and

The Finance (No. 3} Bill consists of
two portions. In one portion, the rate
of tax is fixed, as also the manner in
which it ought to be collected, by way
of an amendment to the Income-tax
Act. Now, the Income-tax Act is a
procedural Act. The Finance Act is
an Act which imposes the tax or fixes
the rate.

I understood the hon. Member Shri
Tulsidas to raise two points. Firstly,
the Finance (No. 3) Bill is far in
advance of the Demands for Grants
which have to be voted upon by Par-
liament. If the taxes are mean to be
there generally and for all time, then
this may possibly be introduced at any
particular time, and the rate may be
fixed for all time. But annually the
rates are fixed. The rates contemplat-
ed here are also intended only for the
coming year, that is, 1957-58 and not
for all time to come. Is it at all right
that such a Bill as the Finance (No. 3)
Bill ought to be brought forward now,
before the Demands for Grants are
granted tentatively or otherwise? That
was his first point.

His second point was this. In fact,
on a prior occasion, this matter was
brought to the notice of the House.
Is it all desirable that along with
bringing forward some financial pro-
visions, merely because there are
financial provisions and some other
Acts relating to finance are amended,
advantage could be taken of this
opportunity to make amendments to
some other Acts which are not imme-
diately consequential and on which
attention will have to be specially
bestowed independently and leisurely?

These are the two points that Shri
Tulsidas has raised. What has the hon.
Member to say on these? If he has
nothing, then I shall hear the Minister
of Finance.

Shri N. C. Chatterjee: I am empha-
sising the second aspect. There are so
many drastic amendments which are
sought to be made, and which may not
®e necessary, for, we do not know
exactly what would be the flnancial
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requirements next year, what would be
the budget, whether it will be neces-
sary to put the whole thing on this
footing, and so en.

THérelore, I am submitting that
lthere is a good deal of force in the
sedond point made by Shri Tulsidas.
That is also in consonance with the
trend of the debate and also your rul-
ing or observations last time. You
had stated that this kind of a
thorough overhaul of a statute, which
will have repercussions for years to
come should not be done in this way,
by being linked to a financial propo-
sal and rushed through as a money
Bill. I would submit that that is a
very important point, and for that
reason, this Bill should not be rusb-
ed through in this manner. If the
Minister desires, we may acceleiate
the work in the Select Committee,
and we can even finish it in two days
or three days. But it is vital that
this should be discussed thoroughly,
and possibly, if it comes through a
Select Committee, - it may be amend-
ed so as to restrict its operation to
the mmmediate necessity of the next
few months of this year. But there
should not be this kind of budget,
and such far-reaching consequences
on other substantive statutes should
not be linked together in this mar-
ner and forced upon the House.

Shri Gadgl: Two points have been
raised by Shri Tulsidas; firstly, the
procedure under which these taxa-
tion proposals have been embcedied
in this Bill, is not legally correct, and
secondly, it has not that mark of
propriety which it should have.

Shri Tulsldas: I am sorry my hon.
friend has not understood the point.
My point was that amendments to
the Income-tax Act have been made
in this Bill, which is not proper.

Shri Gadgll: So far as the first
point is concerned, the normal pro-
cedure with respect to a Finance Bill
is that it seeks to amend scvcral Acts
under which taxes are levied. That
has been the normal procedure and
the normal course. Whether it be the
Income-tax Act, or the Sea Custams
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Act, or the Central Excises and Salt
Act, every budget proposal and the
consequential financtal  proposals
thereto as embodied in the Finance
Bill have been of this nature.

Now, the second point is about
propriety, that is, whether the House
that may succeed this House should
be bound down by this House. I
think every generation has a right to
bind down, morally, legally and con-
stitutionally, the succeeding ger.era-
tion. Now, what is the meaning of
the Five Year Plans? Have you not
bound down to a reasonable e::tent
the future generations and the gene-
rations that will be in this Legisla-
ture? If they do not like, certainly
they have the right to reverse these
things, amend them or modify them
or do whatever they like.

Shri Kamath (Hoshangabad): Re-
pudiate them.

Shri Gadgil: Then, the question is
whether there are substantial changes
proposed in this Bill. I do not agree
with my friend when he says that it
goes far too much. My grievance
is that it does not go far enough. But
leave aside my individual view. Ii
there is really a substantial changg,

then the only remedy or the only .

way of meeting this situation is 10
give a little more time for discussion.

The remedy suggested by Sun
Tulsidas is that it be referred to a
Select Committee, s¢ that the whole
Bill can be thoroughly discussed
there. So far as the desirability of
having a Select Committee, is cun-
cerned, that is a matter for the Fin-
ance Minister to agree or not o
agree to. So far as I am concerned,
I ind that the views are so stratified
that in the Select Committee wnat
can possibly be done is merely some
change from the point of view of
administrative convenience in the
implementation of the provisions of
the -Bill that may ultimately be en-
acted, but on the radical and princi-
pal aspect of the matter, there is not
likely to be any change. So, I think
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that it is not necessary to refer it to
a Select Committee. The concessions
which have already been promised,
and whatever is administratvcly
necessary for the private enterprise
to function within the framework cf
the Plan, will certainly be maze
available by Government.

Thirdly, there is another factor
which is far more important than ail
these. Are we living in normal
times? We are all complaining tia
the inflationary pressure has risen,
that the economic situation is worsen-
ing and so on. When that is the case,
are not Government justified in
bringing forward something like an
emergency measure? From that point.
of view, Government are perfectly
justified; from the point of view of
expediency and principle also, taey
are justified in bringing forward the
present Bills which embody—may be,
according to some—far-reaching
financial proposals. But there is no
illegality in this, and I do not think
it can be called improper in any
constitutional sense of the word.

For these reasons, I think thete is
no point of order worth considera-
tion.

Shri Ramachandra Reddl (Nellore):
During this year, we have been faced
with a number of Finance Bills. So,
the procedure that has been la:d
down in rule 238 has to be considered
closely. Rule 238(1) which decals
with Finance Bills lays down:

“In this rule ‘Finance B:lv
means, the Bill ordinarily intro-
duced in each year to give eftect
to the financial proposals of the
Government of India for tne
next following financial year ana
includes a Bill to give effect to
supplementary flnancial propo-
sals for any period.”.

Ordinarily, there should be oniy
one Finance Bill, and that should be
introduced before the new year com-
mences. But in this year, we have
been faced with more than onc¢ Fin-
ance Bill. In fact, the Bill to amend
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the Central Excises and Salt Act,
which was introduced in the last
session, was more or less a Finance
Bill. I would request you to refer to
sub-rule (2) of rule 238 which lays
down the procedure to be adopted
with regard to Finance Bills. I vrould
like to know whether the Chair is
prepared to follow the method of
allotment of time suggested in thi
sub-rule.

Mr. Speaker: Which rule is the
hon. Member referring to?

Shri Ramachandra RBeddi: I am
referring to rule 238. In sub-rules
(2), (3), (4) and (5) of this rule, a
partjcular procedure has been laid
down with regard to the Finance
Bills. 1 want to know whether the
Chair is bound down by these rules or
whether it is going to waive these
rules and attach no importance
to these things. I am interested
in knowing this, especially in
view of the fact that Finance
(No. 3) Bill makes certain proposals
to be effective from 1st April 1957,

which clearly shows that there is no ~

urgency about this matter, and an-
other session of Parliament, if it
meets at all, might be able to take
up this matter. Or if a new Parlia-
ment is elected by that time, it must
be appropriate to that Parliament to
take up any financial question like
this. In this view, I think the matier
has to be deeply considered by you,
as to whether the method in which
these financial Bills are ushered in‘o
this Parliament is correct and
whether proposals necessary for 1957-
58 should be tsken up so early as
now.

Shri Raghavachari: I am address-
ing myself only to the point of order
raised. This is Finance Bill No. =
and Finance Bill No. 3. Therefore. 1
must strictly conforrm to the proce-
dure and practice laid down 10
consideration of Finance Bills.

First and foremost,- a Finance Bill
gets some emergency, because ine
Finance Minister feels that the nex.
year’s budget as apprboved cannot be
balanced without fresh taxation.
Therefore, there is some emergency
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about the matter. These proposals do

not relate to the next year but 10

future years too. That is one objec-

- o

Secondly, you will find that under
the special procedure and practice
that we have, when a Finance Bill is
being considered, all things under the
sun, all kinds of criticism about mat-
ters in all constituencies—in fact, all
details—can be relevantly submitted.
Now under this Finance Bill, we can-
not naturally be permitted to go over
the whole grievances that we have in
respect of every constituency and
every little item therein. The pro-
cedure that is ususlly adopted with
respect to a Finance Bill in its consi-
deration involves a general right to
submit all the grievances that the tax-
payers will ultimately have to . face
so that it can be decided whether the
taxation iS necessary Or unnecessary.

Then again, this Bill is, no doubt, in
the nature of raising some funds. But
as Shri Tulsidas pointed out, it is not
only raising funds, it is also compell-
ing the deposits to be made; that por-
tion of it will certainly not be raising
funds for budgeting. It may be rais-
ing funds for investment; that is an-
other matter. Compulsory invest-
ment cannot be a matter within the
scope of a Finance Bill.

Then the provision for future years
can certainly under no circumstances
be said to be part of the Finance Bill.
Therefore, to clothe this Bill with
emergency by calling it a Finance Bill
and therefore dragging along with it
all these special considerations is not
to be accepted, particularly when the
present Bill contemplates to amend,
add to or modify permanent laws like
the Income-tax Act.

1 am not questioning, as Shri Gadgil
was justifying the emergency, the ex-
traordinary powers of this parliament.
Nobody disputes them. He may bring
forward a general, ordinary Bill. The
emergency might justify its introduc-
tion, consideration and passing. But
what we are concerded with here is
whether at the end of the year a Bill
can be proceeded with to raise funds
and permanently alter and modify the
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permanent laws, under the name of a
Finance Bill with specia) procedure
associated with Finance Bills. That is
the point.

Therefore, as you have already
pointed out last time when a similar
matter came up, it is most appropriate
that a Finance Bill must confine itself
only to taxation for the current finan-
cial year and not be permitted to take
up general legislation for future tama-
Hon.

Pandit Thakur Das Bhargava: (Gur-
gaon): I will just respectfully call
your attention to article 112 of the
Constitution which runs thus:

“The President shall in respect
of every financial year cause to be
laid before both the Honses of
Parliament a statement of the esti-
mated receipts and expenditure of
the Government of India for that
year, in this Part referred to as
the ‘annual financial statement’.”

Normally, the procedure is that,
first of all, the House goes through
the Demands for Grants and after that
is done, the Finance gill is passed.
We find that in the Finance Bill al-
ways provision is made for the ex-
penditure of the year. In this Bill,
there is no reference at all to the de-
mands or what demands will be in
the next year, what is to happen so
far as supplies are concerned and so
on. Here we find that instead of one
Finance Bill, there are three Finance
Bills. This is the only year in which
we have had more than one Finance
Bill coming before the House. I do
not know whether we will be justi-
fled in saying that these two Bills are
really Finance Bills. So far as the
nomenclature is concerned, they are
certainly not annual financial state-
ments.

You will kindly see that the head-
ing given to these mattcrs is ‘“Proce-
dure in financial matters”. Then we
bave articles 112 to 118. The present
question relates to the- propriety of
baving provisions in this Bill which
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are of a permanent character, the in-
tention of which, at the same time, 18
to get money not for the next year
but for the coming years. My sub-
mission is that nothing will be lost if
this Bill is divided into several parts.

Suppose the hon. Finance Minister
wants to get money from this House.
There is nothing wrong in bringing
forward another Bill for amending the
Income-tax Act. At the same time, I
am quite anxious that if an amend-
ment of that nature is brought for-
ward, an amendment of a permanent
character, it ought to go to a Select
Committee. The procedure that is now
adopted is a wrong procedure. I
understand that in previous years the
convention was that every Bill of im-
portance—what to speak of a Finance
Bill which seeks to amend the Income-
tax Act—should be referred to a Se-
lect Committee. It was in the Select
Committee that it was fully discussed.
Now, I find that Shri Gadgil says that
this is a matter in which we can de-
vote more time in the House. That
means that he does not realise the
difference between the deliberations
in the Select Committee and more time
being devoted in this House.

I am very anxious that all important
Bills, irrespective of the other objec-
tion which my hon. friend has just
now raised, should go to Select Com-
mittees so that the matter may be
thoroughly thrashed out there; there
is no question of acceptance of the Bill
in this way. I know that the Govern-
ment are hard up for time, because
they want it to be passed in this House
now. But nothing will be lost if three
or four days are allowed for this Bill
to be considered in the Select Com-
mittee and the needful being done.

Apart from this, I think there are
certain provisions in this Bill which,
as a matter of fact, ought not to go as
an amendment to the Income-tax Act
also. Measures relating to deposits
etc. really forn part of the provisions
of the Indian Companies Act rather
than of the Income-tax Act.
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I should, therefore, think that in a
matter of this nature, it would be bet-
ter if the Bill was redrafted. Only
such matters as ought to come within
the purview of Finance Bills should
remain in this Bill. Some of the pro-
posals envisaged relate not to the com-
ing year, but to some other years.
That is another objection.

Realising that there are three or
four objections to this Bill, which are
really overlapping each other—one is
not connected with the other—I would
respectfully ask you to go through the
subject-matter separately and give
your ruling in respect of the three
matters. The question whether it
ought to be referred to a Select Com-
mittee is really quite different from
these matters. That may be agitated
again. But for these matters, a rul-
ing may be given. Then we may dis-
cuss the question whether it ought to
go to a Select Committee or not.

Shri T. S. A. Chettlar (Tiruppur):
I em sure this House cannot accept
the view that a Finance Bill cannot
be introduced at any part of the year.
Whenever there is need for larger ex-
penditure, Government are entitled to
come before this House with proposals
for fresh taxation. Therefore, there
is no point in saying that taxation Bills
cannot be introduced now. Another
matter I may make by way of sug-
gestion. It will be a different House
that will be sitting next year. Shri
Kilachand asked—these were the
words he used—whether this House is
entitled to approve proposals for tax-
ation relating to next year. I think
the Congress Party and the Finance
Minister must be congratulated. Here
is a case where we are levying extra
taxation when the elections are com-
ing. In spite of the elections being
before us, here is the Congress
Party which has come forward with a
taxation proposal. That itself is a
claim for the bona fides of the Gov-
ermment that we are prepared to tell
the people what we are out for.

13 hrs.

Pandit Thakur Das Bhargava: Who
questioned the bona fides of the Gov-
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ernment or of the Finance Minister?

Shri T. S. A. Chettiar: A suggestion
was made that this House is not en-
titled to pass a legislation like this.
There is one aspect to which I would
like to mention in the points made by
Shri Tulsidas Kilachand. There are
two kinds of proposals in the Bills.
before us. One is, technically, taxa-
tion measures, that is enhancing the
duties. The usual practice is that
these matters relating to enhancement
of duties are not referred to Select
Committees. But there is another
part of this Bill which is very im-
portant, that is the new clauses that
are being introduced relating to com-
pulsory deposit. This is 2 new prin-
ciple that is being introduced in the
Income-tax law and the point now is
whether Government can introduce
by way of a Finance Bill new princi-
ples of taxasion. My humble opinion
is that the amendments that are sought
to be made to the original sections of
the Income-tax Act, not merely for
the purpose of taxation, but introduc-
ing new principles of taxation, by way
of tax or by way of deposits, are very
important and 1 do think that an im-
portant piece of legislation like this
should be referred to a Select Com-
mittee.

You have allotted eight-and-a-half
hours for the whole of this Bill. I
think we should not hurry up or hustle
up amendments to basic Acts like this
and in the interest of good tradition,
in the interest of good discussion and
in the interest of good examination of
the basic points that have been freshly
introduced in the Income-tax law by
way of amendments in this Bill, at
least this portion must be referred
to a Select Committee; thereby you
will be safeguarding the interests of
this House.

Shri T. T. Krishnamackari: Sir, I
am afraid the—dilatory——character of
this point of order as well as.the mo-
tion for reference to Select Committee
has not been correctly appreciated by
hon. Members on my side who sup-
ported the motion of my hon. friend
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{Shri T. T. Krishnamachari]

Mr. Tulsidas Kilachand. Of course,
my hon. friend is exercising a right
that he undoubtedly possesses of de-
laying legislation and that is the ob-
ject of both the point of order as well
as the motion for reference to Select
Committee.

I may venture to invite your atten-
tion to the last Finance Act and the
remarks on the composition of that
Act, which emanated from the dis-
cussions to which reference has been
made. Seventeen sections and seve-
ral sub-sections of the Income-tax
Act were amended by the last Finance
Bill. I am not saying that there was
a case for raising a question of further
examination or not. Even so, there it
is: what happened is a thing known
to this House.

So far as these particular measures
which are clubbed together are con-
cerned, the points that have been
raised are: one, the Constitution pro-
vides for an annual financial state-
ment, so that there can be no Finance
Bill in the interval and the Finance
Bill can only be introduced once a year,
the second point is that by and large
the income is going to be expended in
the next year and therefore we should
not come in with a Finance Bill now,
unless we have expenditure ahead of
us; the third point—which is a very
valid point undoubtedly—is that the
mortality of this House is kmown, and
naturally along with that the fact
goes that the Government is not im-
mortal, nor am L. 1 would like to
concede that point straightway to my
ton. friend Shri Tulsidas Kilachand.
A friend who has worked with me for
some time, and we have both worked
together, was found dead in his bed
yesterday. It may happen to me or
‘to my hon. friend opposite. That does
oot mean that we should delay action.

‘The mortality of a human being is
there and similarly every institution
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that we create has got a period and
it ends. As my hon. friend Shri Gad-
gil pointed out however our responsi-
bility is a continuing responsibility. It
may be that the next Government that
comes may change their promise; so
long as I do not change, this policy
has got to be continued. It has got
to be continued until the last day of
this House. It may be necessary
for me, if circumstances so warrant it,
even to make a breach into conven-
tions and pass an ordinance. The
circumstances that prevail may be a
justification for my taking action to
which the constitutional conscience of
my hon. friend Shri Tulsidas Kila-
chand which has been so highly de-
veloped to a very refined degree dur-
ing the last four-and-a-half years
might feel unhappy, or feel injured.
The point, therefore, is that this is
admittedly a dilatory motion and the
reference to the last Finance Bill does
not bear out his case, because of the
changes to seventeen sections and
several sub-sections in that Bill. That
Bill amended section 34 of the Income-
Tax Act.

Section 34 is a very important fac-
tor so far as my hon. friend Shri
Tulsidas Kilachand is concerned. Re-
opening of cases under section 34, go-
ing into books and various other
things that are contemplated in the
last Finance Act makes me feel that
he might have made all attempts to
get them changed, which I do not
know if he did or he did not.

So far as these particulsr measures
which are before the House are con-
cerned, there is undoubtedly element
of urgency in them. The urgency
comes from the fact that apart from
the question of raising revenues which
undoubtedly is there,—it is not inci-
dental, it is primary—there is another
reason. The other reason {3 that
there are inflationary circumstances
now existing, Certain things are
happening which have to be stopped.
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point in my not referring to it It
is that the future Government that
would come in—assuming that I am
not there, or my party is not there—
will start operating some time about
the middle of May, and my hon. friend
Shri Tulsidas Kalachnd, if he has the
good fortune to come back, or I
have the misfortune to face him, will
say: “Oh, on the 15th of May you are
imposing taxation; the whole of the
half year has gonme. You should not
impose anything now. This is ex
post facto legislation, or taxation.”
That is quite an easy; Usage to make
that is a fact which has to be consi-
dered.

So far as this measure itself is con-
cerned, my hon. friend Shri Chettiar
gave me qualified support. So far as
the amendment to the Income-tax Act
is concerned, I am not introducing any
new principle. I am only amending
the procedure in regard to particular
section which already exists in the
statute. It is very necessary today
that I should tell these people that
capital gains tax will be imposed and
that is the only way by which I can
tell people that they cannot indulge in
speculative activity, because specula-
tive activity will mean that I wlll get
only a portion of it and the fruits of
speculation will not all remain with
this speculator. Therefore it is very
necessary.

So far as this question of deposits
is concerned, I would like to mention
this. It is perfectly right—I think
my hon. friend will concede—that I
can change the rate of taX on divi-
dends. And what is the consequence?
The consequence of it is people would
not declare dividends and the money
would be put into reserves there is a
chance of its being abused. We do
not want the reserves which are built
up as a consequence of my raising the
tax on dividends to be abused. In
fact, I am not imposing a new penalty,
or saying that I shall do this or that
if you do not deposit a part of this re-
serves with us. Al I say is ¢ you de-
posit the mooey I shall refund it to
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you if you need the monies. If you

do not do it the penalty is' my with-

holding of privilege, of the tax from

‘cancession on the development rebate

and the depreclation allowance which
I am allowing. I say I will withhold
that concession. Should I not say that?
Is it not a concomitant on my raising
the tax on dividend that the privilege
should be withheld? Am I to suit
my friend Shri Tulsidas Kilachand and
people of his tribe to say, ‘I wil im-
pose a higher tax that on dividends, all
right; you put the money in the reserve
fund and spend it as you like and
allow somebody else to purchase that
company in order to get the reserve
fund’. The whole act of Government
is a co-ordinated act. My hon. friend
thinks that we people have no wisdom
and that we act by fits and starts and
we act without a plan. My hon. friend
Shri Kamath always thinks that we
are a set of planless people. I should
like to say he has got....

Shri Kamath:
planlessness.

Shri T. T. Krishanamachari: At
least there is some plan about it
which my hon. friend has not got.

Shri Kamath: You will konw it by
and by; do not be in a hurry; be
patient.

Shri T. T. Krishnamachari: I sug-
gest that there is no very big change.
After all, what is it that I have done?
The Capital Gains Tax is already
there. It is to be brought into opera-
tion again with certain modifications
which are necessary in the light of the
circumstances. Of course, it isa per-
manent tax; it is already there. I am
not introducing a new principle un-
known to the tax structure of this
country. I am not claiming any origi-
nality for it. What I am doing is to
raise the rate of Tax on this dividend
and the consequence of my raising is
to allow it to go to the reserve. I am
not saying I am going to impose
a penally. What I am giving is a free
gitt. I am giving it as a free gift
and the money %o be set apart for pur-
poses of development rebates and de-
preciation allowance is to be deposited.
I say if you do not want to deposit

Yours is a planned
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and want to take away that money

for your purposes I shall not give you.

the free gift. I claim that I am end-
tled to do that as a consequence of the
measures that I have taken.

So far as the Stamp Act is concern-
ed, again, it is a necessary weapon
that I need today for the purpose of
preventing certain monetary trends
and I cannot wait until the next year.
These are two integrated pleces of
legislation.

The Qquestion really is: could it be
bettered by geing to a Select Com-
mittee? I must humbly submit that
much as I value the wisdom of my
hon. friend Shri Tulsidas Kilachand,
much as I value the erudition of my
hon. friend Shri Chatteriee, I do not
think they are going to contribute in
any way to improve this Bill and make
this a better instrument than what it
ncw seeks to be.

There is also the time factor. If I
had intrcduced this early in a session
which is going to last 3 months, we
can take some time provided the law
comes into operation immediately. But
it is not so now. This reference to a
Select Committee is a dilatory motion.
It is to be reported on by the 17th
December so that the Bill will not be
passed this session because it cannot
be passed here alone and it has to go
to the other House. The hcn. Mem-
bers asked for 8§ hours. 1 shail cer-
tainly not raise any objection or from
the point of order if they refer to the
fact that the Finance Minister does
not sit in the proper way, but sits
sideways or something else. Any act
of Government, whether it is a right
one or wrong is one that can be raised
in the Finance Bill and I shall claim
no privilege for tbe purpose of shut.
ing out debate on any action of Gov-
ernment. The Business Advisory Com-
mittee have been kind enough to give
83 hours so that we may discuss this
economic policy of Government. That
was the view of the hon. Members in
the Business Advigsory Committee so
that we might discuss the entire eco-
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nomic’ policy of Government. I shall
welcome any criticism.

I rather beg to submit that the
point of order has no point for the
reason that the Act sought to be
amended is consequential on raising
the revenues. I also would lxe to
submil that the particular provision of
the Constitution rcferred to by my
hon. and esteemed friend, Pandit
Thakur Das Bhargava has no rele-
vance, that there should be cnly an
annual financial statement. There Is
nothing to prohibit having a supple-
mentary statement as there are supple-
mentary budgets. I woud like also to
say that I am unable to agree to the
dilatory motion in the present con-
text c¢f the economic condition of this

country.

Shrl Tulsidas: May I point out to
the hon. Finance Minister that this is
not a dilatory motion because he in-
troduced the Bill only last Friday?
It has deen on the Order Paper only
from day before yesterday. So, I had
only very limited time to put in this
amendment. If it had been introduced
earlier it would have been mucn bet-
ter.

- Mr, Speaker: I have heard the two
sides. So far as the motion for re-
ference to a Select Committee is con-
cerned, it is contended that it is a di-
latory mction. Shri Tulsidas contends
that the Bill was introduced only a
short time ago and so it is not so. I
have allowed the Bill to be introduced
and the motion to be moved here. It
is for the House to accept or reject
it by taking into consideration all the
points of view expressed from all
sides.

Sc far as the point of order is con-
cerned, two views have been pressed
before the House. One point is that
it is a Finance Bill and for every
Finance Bill there is a particular pro-
cedure laid down both in the Consti-
tution and under the Rules. and that
must be followed. After the Demands
for Grants are voted by the House and
the House ig satisfied that so much
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money is necessary, provision must be
made by way of taxation, from year to
year. That is the object of the
Finance Bfll. On that ground thcse
two Bills, the Finance (No. 2) and
(No. 8) Bills ought not to be allowed

here.

The hon. Minister éxplains there is
an emergency and that this Parlia-
ment is not likely to continue armd if the
fresh Parliament were to come in, it
would begin to function only by June.
In the meanwhile, the year which is
sought to be defined under this Bill,
ending 31st day of March 1956, would
be over. It wauld be too late for any-
body to have all these accounts and
It would then be said that it
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so on.
wouid be taking people by surprise
and so on.

There is the further need of the
Plan which has been envisaged or a
period of 5 years. This financial state-
ment from year to year should be
given not the ordinary import as pure-
ly a fnancial statement for the ex-
penditure in the year only but as a
permanent cne for the revenue and ex-
penditure for all years under the Plan.
It is by that implication, therefore, the
hon. Minjster says that there s an
emergency and that he will be able to
satisty that during the discussion
whether that necessitates this or not.
It is another matter which could be
discussed.

That apart, it is cootended that it
is just on the eve of any particular
year the Finace Bill is brought—on
the 28th February, that is, in advance
of the coming year. The Act is passed
not for that year but for the coming
Year. Therefore, there is no harm if
a Bill is introduced in advance of that
—February or March—2 or 8 months
in advance so as to come into opera-
tion from 1957-58. That objection {s
not also sound.

There is another point so far as that
particular matter is concerned. The
expenditure could not be incurred in
the circumstances and it will be too
late to bring in a Bill of that kind to
cover the expenditure. It is likely
that there might only be a vote on
account.
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So far as the other objection is con-
cerned, it is that amending provisions
of a suhatantial Act, the Incame-tax
Act—and provisions for amending the
procedure etc. are jncluded in this—
ought to be done by way of a sepa-
rate Bill and more time and atten-
tlon ought to be bestowed upon that.
I understand from the hon. Minister
that so far as the deposits are con-
cerned—especially with respect to
which a point has been raised by
Shri Chettiar—the provision _is ancl-

Bagy or consequential. I do not say
that. That is what he
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says. The
Finance Minister says that in order
that no speculation may be indulged
in he wants to put this tax so that it
may not go from one pocket to another.
He thinks that the only way of avoid-
ing it is by imposing this tax and make
them deposit the amount and so on.
This is a matter which could not be
discussed in a minute.

7 There are some statements here
which are not relevant. The hon.
Minister who has brought this Bill
with respect to an emergency accerd-
ing to him defends the clause regard-
ing deposits etcf Last year, it is true
that I said—and still stick to that
view—that in a Finance Bill, only
provisions relating to the taxation
meastres to meet the expenditure that
has been voted upon by the House
Jought to be there. Otherwise, there
|is no meaning in a Finance Biil. JDur-
ing that"discussion opportunity Is takea
to review the whole administration,
whether it has been working right or
wrong, whether the funds voted have
been bandied properly, with respect
to the expenditure, whether a year is
lean or fat and ail that. All these
should be taken into account.

So far as this is concerned, that is
why though only a few Bills cr a few
Acts are allowed to be amended, like
the Stamp Act, the Postal Act, etc.,
these are all necessary for the purpose
of raising revenue wherever additional
tax is put—not the Stamp Act, but
the postal rates, sea customs rates. etc.
are improved from time to time, they
can be improved, and,  therefore, they
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are brought under the annual Finance
Bill
I would normally urge upon the
irance Minister, no! only he but also
his successors, to see to it that only
0ose p-ovis'ons which relate to the
ising of taxation should be included
the Bill. The procedure should be
ollowed and no other provisiong should
be given attention to unless they aie
absolutely coansequential. If we bave
| to provide by way of an amendment to
the Income-tax Act or by way of an
amendment to a substantial Act, Gov-
ernment must come forward with an
independent measure sepa-ately, and
the House will have ample opportunity
to consider it. But in a Finance Bill
those things ought not to be normally
included. t,ven though 17 clauses were
inclvded last time by way of an amend-
ment to the Income-tax Act, I still
hold the view but for the point having
been raised and it is a little too late
now. I would urge upon the hon.
Minister to see that the House should
bestow sufficient attention wupon all
these. matters and there ought not to
be any impression in any quarter that
without knowledge of the full import
of the discussion anything was
brought in this House. That ought to
be avoided, at any cost wherever it
can be avoided.
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But in the peculiar circumstances of
this particular case and having. heard
the hon. Finance Minister that the
clauses that touch or seek to amend
the Income-tax Act are only conse-
quential, and also in view of the fact
that we are not meeting again shortly
and though this Bill is intended to
come into operation from the begin-
ning of 1957-58, it is in a way touches
upon the income from 31st March 1958
onwards, I do not consider that there
Is any point of order. I am not going
to allow that. I will now allow dis-
cussion both on the Bills as also on the
motion for reference to Select Com-
mittee.

Shri Tualsidas: I was only referring
to my motion for reference to Select
Committee...... =
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Mr. Speaker: I am not going to

allow another opportunity to him to
discuss the Bills. He can, therefore,
speak on this motion and on both the

Bills. Both the Bills are taken up
together.

Shri Bangal (Jhajjar—Rewari{): We
have taken about an hour and a

quarter- for discussing this matter, and
we think that tbis time will be added
on to the allotted time.

Mr. Speaker: We are meeting to-
mocow. This is part of it. Whatever
objection has been raised has been

raised. Anyhow let vs see how many
people are interested in this discussion.

Shri T. S§. A. Chettiar: This time
should not be part of the 84 hours
allotted for this discussion.

Shri Tulsidas: Are we
this tomorrow?

Mr. Speaker: No.

Shrl Jhonfhunwala (Bhagalptr Cent-
ral): When will we take it up for
discussion again.

Mr. Speaker:

discussing

On Tuesday next.

Shri Tulsidas: Sir, you have ruled
out my point of order because therc
is an emergency. 1 would like to paint
out to the Finance Minister the pro-
blems which he has himself pointed
out in his speech—the important pro-
blem of the price trends about wifich
he himself just said there are the pro-
blems of speculation and so many other
things. I would like to know whether
these measures which he has brought

.forward are going to solve these pro-

blems, whether these measures are
intended to solve the problems which
he has pointed out in his speech, and
which he considers as emergency
measures. I can understand an
emergency if there was the question
of a war or some sort of trouble.
What is the emergency here?

I would like to point out to the hon.
Finance Minister that by his own
statement, the amount which he wlll



