12.04 hrs.

Title: Further discussion on the motion for consideration of the Finance Bill, 2003 moved by Shri Jaswant Singh on
25.04.2003. (Motion adopted and Bill passed.)

MR. SPEAKER: | am permitting Dr. V. Saroja to lay her speech on the Table of the House.

«(Interruptions)
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MR. SPEAKER: There is no 'zero hour' today.
...(Interruptions)
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MR. SPEAKER: Shrimati Renu Kumari is also permitted to lay her speech on the Table of the House.
it wdgeerT | 98 ¢99 @ | 98 TRIX 800 ¥Y F1 TS| SHH i o st wverh @vft ag Rt & fore i w2
MR. SPEAKER: Mr. Finance Minister, you can start now.
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* The Bill moved by Shri Jaswant Singh on the 25" April, 2003
MR. SPEAKER: He has taken note of it. Please sit down now.
...(Interruptions)
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MR. SPEAKER: Nothing should go on record except the Finance Minister's speech.
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MR. SPEAKER: Whatever he says should not go on record.

(Interruptions) &€}*
MR. SPEAKER: Shri Ramdas Athawale, you are speaking without my permission. Please sit down.
* Not Recorded

*SHRI P.R. KYNDIAH (SHILLONG) : Participating on the discussions on Finance Bill 2003 | would like to draw the
attention of the Finance Minister on the North East Region Industrial Policy 1997 which was announced on
Christmas Eve, 24! December 1997. The Policy was well conceived and sought to redress 5 crucial areas, which
are distinctively unigue for the North East Region.

1. Overall backwardness of the Region in all fields.

2. Adverse effects of the Partition of India in 1947 which was indeed a huge body blow to the socio-
economic conditions of the North East Region.

3. Historical backlog. Even in the pre-independence days the region was comparatively isolated having
excluded areas and semi-independent mini- states.



4. Distance from the mainland. The partition sliced off the entire Region and is connected only be a narrow
land corridor.
5. Insurgency.

In brief the Policy provided tax holidays for 10 years to all industrial undertakings and activities. It includes also
transport subsidy.

Therefore the Policy announcement was received enthusiastically by the people of the North East Region as a
means to bring about transformation in the economic conditions of the entire region. It was indeed looked upon as a
Christmas gift.

This policy was further confirmed when the Prime Minister, Shri Atal Bihari Vajpayee declared special incentive
package at Shillong on the 20t of January 2000, under the banner Agenda for Social-economic Development in the
North East Region and Sikkim. The declaration was welcomed by the people of the North East.

Unfortunately, the steps taken by the Finance Ministry by arbitrary modification of the Central Excise Exemption
contained in the Policy statement has created a sense of insecurity in the minds of the investors and its
ramifications are far reaching. Withdrawal of exemptions from time has not only diluted the contents of the Policy
but negate the very noble objective of the Central Government. These steps taken by the Finance Ministry will
prevent all Industries who have planned or already moved to the North East Region for investment. It is a set back
to the people of the North East Region. It is equally a set back to the credibility of the Central Government.

The Finance Bill includes a clause to scrap incentives announced in 1999 for a 10-year period with retrospective
effect. Perhaps nowhere in the world in a democratic setup incentives given under a declared policy of the
government is withdrawn retrospectively. My own view is that this step is retrograde. | request the Finance Minister
to undo what has been proposed for the interests of the people of the North East Region and good governance.

I will now say something on the priority problems facing my State, that is, Meghalaya and particularly my own
constituency, 1-Shillong.

While Meghalaya was in the recent past a surplus State in power but with the pace of Industrialisation in the
Byrnihat area, Khasi Hills, the State has become power deficit. There is an immediate need to procure additional
power for the pending industrial connections in our industrial Complex at Byrnihat alone, which requires 100MW
power. What is urgently required is the construction of 8 KM long Sarusajai-Stage IV 220 KV D/C line along with a
100 MVA 220/132 KV transformer at Sarusajai. The Meghalaya portion of this feeder line has been completed since
the year 1999-2000 but the Assam portion is still remaining incomplete. As such | urge upon the Finance Minister to
provide an amount of Rs. 10 crores for completions of the Assam portion of this very important feeder line.

As power is the engine of development and is a vital infrastructure | would like to refer to another area in my
Constituency which is power starved and the need augmentation of power at Khliehriat area which is far flung. At
the same time the power can be had by way of having the Power Grid Corporation and NEEPCO to provide
transmission line for bringing power from Kopili, assam to Khliehriat, Jaintia Hills, Meghalaya. May | request the
Finance Minister to provide fund for this project.

Meghalaya is till today not appearing in the railway map of India. It has rail link nor a railway head. Which a view to
achieving faster rate of growth of the economy, construction of railway line to Meghalaya is of utmost importance.
The survey work for the realignment of the Railway line from Azara, Assam to Bymihat, Meghalaya has been
completed by the Railway authorities but the work could not be taken up for lack of funds. | request the Finance
Minister to prevail upon the Railway Ministry to provide railway head for Meghalaya at the earliest.

The Shillong Bye-Pass is proposed Umiam at KM 61/800 of Guwahati-Shillong section of N.H. 40 and and
terminates at Mawryngkneng at Km 35/00 of Shillong Jowai section of N.H. 44. This Bye-Pass is a critical necessity
for overcoming traffic breakdown within Shillong, which leads to daily delays in the flow of traffic from the Barak
Valley Assam, Mizoram and Tripura. This project has been left pending for long years. | am given to understand that
modalities for implementation of this project has been resolved by the State Government. What remains is paucity
of fund. | request the Finance Minister to provide fund.

The National Highway from Jowai-Amlarem-Dawki, which seeks to connect Jowai, headquarters of Jaintia Hills
District and Dawki a border and trading town adjacent to Bangladesh, is a road of strategic importance. Earmarking
and allotment of funds is crucial for speedy construction of this Highway. | request the Finance Minister to extend all
help on this matter.

| am sure in my mind that the Finance Minister whose close association with the North East Region is well known
will extend his helping hand is solving the issue raised which in particular referring to North East Industrial Policy
has been taken up by the North East MPs Forum, a body that cuts accross all the party lines.

* Speech was laid on the Table.

*DR. V. SAROJA (RASIPURAM): Mr. Speaker, Sir, presentation of Budget, it seems, has become a formality.
Budget is required to mobilise resources to Finance Plan outlays which ultimately pave the way to achieve Plan
objectives.



There have been significant changes in respect of Central Excise, Customs, Central Sales Taxes, Additional
Central Excise has been dropped. There have been drastic reductions in import duties and rates of excise, service
tax has been raised from 5 per cent to 8 per cent with 10 more services proposed to be added. As for income tax,
much expected rise on the minimum exemption limit has not been materialised. Slabs remain the same. By and
large, tax proposals for direct taxes are in line with the usual tinkering of the income tax law in every Bill so that the
Finance Bill 2003 is no exception with a large number of amendments.

A host of concessions on the direct tax front has left the Finance Minister with only Rs.339 crore as additional tax.
There is a revenue loss of Rs.2,995 crore.

On the indirect tax front, there is a gain of Rs.3,294 crores.

In fact while the revenue receipts for the year 2003-2004 is estimated to grow by a meager 7.1 per cent the total
expenditure is expected to grow at around 8.6 per cent.

The Kelkar Task Force had recommended reduction of the corporate tax rats to 30% for domestic companies and
35% for foreign companies. Against this the Finance Minister has brought down the effective tax rates to 35.8% for
domestic companies and 41% for foreign companies.

The rates are still seems to be the highest in the world. In Singapore, it is 22%, in U.K. Corporate Tax rate stands at
30%, in Germany it is 26.5%, in China domestic companies are taxed at the rate of 33%, in Hong Kong only 16 per
cent. So where is the level playing field for Indian companies. How can they compete with foreign companies. India
is thus really a high taxed economy. Thus making it incompetitive with other countries.

Removing various types of taxes on the well off when the total tax to GDP ratio in India is only a little over 10 per
cent is not a prudent step. The service tax has been increased steeply from 5 to 8 per cent.

The proposed introduction of Value Added Tax is an important step. A number of lobbies and pressure groups have
been pressing for either a postponement or a modification of the proposed VAT regime. The superiority of VAT
stems from the fact that it prevents the cascading impact of taxation. It is transparent and reduces the scope for
evasion. The imposition of a uniform 12.5% on most commodities will result in prices of some essential commodities
going up; the prices of medicines is one example.

Alook at the resource mobilisation through taxation recalls that direct tax revenue is a proportion of GDP, after
increasing from 1.9 per cent in 1990-91 to 3.2 per cent in 1997-98, declined to 3 per cent in 2001-2002.

On the other hand, indirect taxes as a proportion of GDP declined from 7.9 per cent in 1991 to 5.9 per cent in 1997-
98 and further to 5.1 per cent in 2001-02.

The total expenditure GDP ratio of the Central Government after declining from 17.3 per cent in 1990-91 to 13.9 per
cent in 1996-97 started rising from 1997-98.

The macro economic position is indeed serious. During 2002-03, the GDP growth rate is down to 4.4 per cent, with
agriculture being the most effected. The revised estimates for the 2002-03 reveal a high deficit of 5.9 per cent with
huge short falls in tax revenue and disinvestment receipts.

Today, 48.5 per cent of the Revenue Receipts are devoted to interest payments. So, there is hardly any scope for
financing various development programmes adequately.

Alook at the Budget documents reveal that the Capital Expenditure for the current year is only Rs.72568 crore as
against Capital Receipt of Rs.1,84,860 crores. Thus, there is a huge gap between Capital Receipts and Capital
Expenditure. This reveals that funds meant for asset creation have been diverted to revenue side.

Infrastructure has been given a boost in the Budget with the Finance Minister proposing an outlay of Rs.60,000
crores spread over the next five years.

Investment in social sector especially in health, education and employment opportunities, however, are not enough.
Most of the funds meant for the poor do not reach them. There is no plan to use the large food stock for a more
ambitious food for work plan that can help build and improve rural infrastructure. The proposed community based
health insurance scheme is a good idea if implemented properly.

The Central and State Governments have mutually agreed to introduce a debt swap scheme that will use the low
interest rate regime to help states prepay expensive local loans taken from the Government and thus save an
estimated Rs.81,000 crore.

A worrisome feature of the expenditure pattern of states is that the growth rate in development expenditure at 4.1
per cent in 2002-03 will be for lower than the growth of 11.7 per cent non-development expenditure.

As such both Centre and State Governments are finding it difficult to allocate adequate resources for financing
infrastructure and social sector development schemes/ programmes.

The main reason for poverty in India is poor growth and poor investment. There is little in the Budget about creation
of jobs. Before 1994 employment grew by 2.7 per cent a year. Since that year, employment given by just about one
per cent.

Growth in employment vis-a-vis poverty alleviation depend upon growth in investment especially in social sectors.
But unfortunately Budget has though spoken high regarding poverty eradication and lifetime concerns of our
citizens, infrastructure development, etc. it has not spelt out any strategy of financing these areas and sources of
finance. A major portion of Government™""™"s revenue is taken away by interest payments, subsidies, defence



expenditure, salaries, allowances and pension of its employees so that hardly any amount is left for financing the
social sectors. In this scenario the Budget should have made an aggressive effect to mobilise resources, to curb tax
evasion and to unearth black money.

Our farmers, especially the small and marginal farmer, landless labourers, unorganised workers, media and small
industries, handloom and powerloom industry etc require our maximum attention. Let our tax policies do not harm
these segments, let our expenditure proposals benefit these segments maximum.

The drought relief measures as requested by the Hon. Chief Minister of Tamil Nadu in terms of cash and
foodgrains, i.e. 1760 crores cash and 5 lakh metric tonnes of foodgrains may be released.

Will Government of India may propose to take steps to start Cotton Trading Corporation and procure the cotton and
supply to the powerloom and handloom sectors through the cooperative societies os that in the 17.5 lakh
powerlooms and handlooms sectors clutches of the 2000 spinning mills in India can be removed. The present tax
system, i.e. 9.2% of the excise duty of Government of India and 4% of the sales tax paid by the powerloom owners
at the time of purchase of yearn may be continued to reduce the difficulties faced by the powerloom sectors in this
country.

The Finance Minister at the time piloting the Finance Bill, 2003 pointed out that "from number one producer of the
cotton in the world we have now slipped to number four in the global textile competition”. So the Government should
concentrate on the production of cotton as well as reduce the export of cotton as well as reduce the export of cotton
instead the Government should encourage the export of powerloom products, i.e. clothes.

I request that CENVAT must be withdrawn.
Accountability and responsibility must be fixed to the CMDs and the entire finance sector in recovering NPA.

The inter-linking of rivers, the dream project of Hon. Prime Minister as assured on the floor of the House in Lok
Sabha on 20" November, 2002 and inter-linking rivers in the Southern States may be expedited.

The Cauvery River Water Authority meeting may be called at the earliest possible to render justice to the people of
Tamil Nadu.

*Speech was laid on the Table.

*SHRI VINAY KUMAR SORAKE(UDUPI) : Many of my colleagues have critically examined the Budget 2003
earlier and | would like to confine myself to a few points concerning the development of my region — Dakshina
Kannada.

Small trading and business community will be adversely affected by the proposed VAT system as they are not
equipped to record and render periodic accounts to the authorities. They cannot afford to engage an accountant for
regular book-keeping nor an auditor to prepare annual statements. It will lead only to harassment of small trading
community if VAT is enforced.

In the General Budget | observe that there are not adequate provisions to implement core projects nor schemes
connected with social welfare. In order that the following schemes/projects concerning development of my
constituency/region, | request the Hon'ble Minister to ensure that adequate funds and facilities are provided for:

-

. Expansion of New Mangalore port to handle additional import/export cargo, upon the revival of Kudremukh Iron
Ore Co and also completion of Mangalore-Hassan broad gauge rail link.

2. Expansion of Bajpe (Mangalore) airport including lengthe-ning of runway for wide bodied aircraft's.

3. Setting up of a dedicated fishing harbour at Kulai adjoining New Mangalore Port.

4. Creation of a Tourism Circuit for Dakshin Kannada region including coastal beach resorts, pilgrim centres etc.

5. Regular market intervention schemes for plantation crops like arecanut, coconut etc in the region.

6. Acceptance and implementation of Murari Committee recommendations on providing relief to fishermen

community.

Promotion and development of horticulture/floriculture in the region including plantation crops.

. Linking New Mangalore port with Golden Quadrilateral including four-laning of Hassan Mangalore stretch.

. Implementation of Special Economic Zone at Padubidri.

. Revival of Beedi and Tile Industry which provides traditional employment to large section of population in the
region.

11. Setting up of a food processing unit to utilise abundant supplies of fruits, vegetables and other agri. produce.

12. Construction of a permanent sea-erosion prevention wall and strengthening of embankments.

13. Inter-linking of regional rivers for drinking water, irrigation, power generation and flood control.

14. More coverage of rural roads under Pradhan Mantri Gram Sadak Yojana.

15. Setting up a Computer-IT corridor between MangaloreZ€"Udupi.

16. Revival of Kudremukh Iron Ore Co Ltd for processing additional ore from Bellary-Hospet hauled thru' Hassan-

Mangalore broadgauge (under completion)

17. Retention of Syndicate Bank's Corporate Headquarters at Manipal.

18. Special development package for Konkan Railway Corporation to upgrade facilities in Coastal Karnataka.

19. Provision of adequate funds for implementation of Swajaldhara schemes in coastal belt of Dakshin Kannada.

The above mentioned project/schemes are essential for the economic development of the region, which has high
potential to generate employment and provide relief to farmer community and | urge the Hon'ble Minister for Finance
to be generous enough to enhance allocations under different ministries implementing the projects/schemes.



*Speech was laid on the Table.

" SHRI K.H. MUNIYAPPA (KOLAR): Mr. Speaker, Sir, | would like to emphasise for the consideration of the Finance
Minister the following points which are agitating the minds of the people of the country and require immediate
solution by intervention at the highest level.

I would like to mention and emphasise that 75 per cent population of this country consists of agriculturists and
agricultural labour. This sector has been neglected by this Governments and this class ignored. The farmers are
producing such products like wheat, paddy, vegetables, etc. but it is irony of fate that they are not getting the
remunerative price. | urge upon the Government to set up Nodal agencies at District level to procure the products at
a price which is remunerative to the farmers.

Sir, the Government is aware that fifteen States in the country are facing acute drought and there is scarcity of
drinking water due to scanty rainfall. Karnataka is facing the worst ever problem of potable water since the water
table in the State has gone down to a depth of 600 to 700 feet in Kolar, Chitradurga and rural Bangalore and other
parts of the State, such as Gulbarga and Bijapur. Whatever little water is available is full of fluoride and if it is
consumed, it will lead to bone cancer and loss of teeth.

In view of the terrible situation due to water scarcity, our Party Leader, Smt. Sonia Gandhiji has welcomed the
decision of linking of Rivers, which was earlier taken up Smt. Sonia Gandhiji. Mr. Suresh Prabhu, the Chairman of
the Task Force Committee of the River Linking has recently mentioned in his Press statements that eight rivers, in
the first phase, attention shall be given to this sector by linking Krishna, Godavari and other rivers. But | am sorry to
say that he has not made any mention about Cauvery River linking. | urge upon the Government to direct the Task
Force Committee to include, in the first phase, Cauvery Linking because the problem faced in this area in very
acute.

Sir, the Disinvestment policy of the Government has destroyed the indigenous industry and what Pt. Jawaharlal
Nehru once said that the heavy industry are the 'Modern Temples of the Country' has been put on the back seat.
The entire industrial fabric has been ruined by the BJP Government and they have made lakhs and lakhs of
persons unemployed. The novel method adopted by the Government forcing persons to opt for VRS is not going to
solve the problem. The lump sum given to the retiring persons is not going to solve the problems of the masses.
Rather this is indirectly inviting the multi-nationals to come in conveniently and promote their products in the
country, when our industries are forced to close in the event of cheaper products being flooded in the country by
multi-nationals. The important Hotels like Ashoka, Lakshmi Palace, Centaur, etc. which were built by the sweat and
blood of the masses of the country are being sold much below their actual cost. All these acts of the Government
are indirectly inviting a new East India Company in the country and this will be a step towards dependency and
slavery of the country in times to come.

Sir, much was talked about Liberalisation and that as result of this policy the country will emerge as one of the
strongest countries in the world scenario. But one is pained to see the plight the country in placed in. | would urge
upon the Government through you, Sir, that the indigenous industry of the country should be protected and
Government ensure remunerative prices of the products of Indian industry. The entire silk industry of the country is
facing tough time with the import of silk from China and other countries. Lakhs of persons engaged in this industry
are just on the verge of closing down. If steps are not taken to ensure remunerative prices, the entire indigenous
industry will be forced to close down. In order to curb the imports and encourage local industry in the country, the
Government can impose 100% or 200% import duty and thus given an incentive to the indigenous industry.

Mr. Speaker, Sir, coming to social justice and empowerment, 30% of the population belonging to SC/ST is just
neglected. The budget allocation made for this class is very, very meagre. It is not even 1% of the total budget
allocation for these people. To make India self-sufficient, we have to first assure to every citizen two square meals a
day. The freedom will be meaningless if the Government is not able to provide food clothing and shelter to the
citizens of the country. The government should evolve special programmes for the protection of the poor. Freedom
will be of some meaning if the Government is able to provide food, education and better economic conditions to the
masses.

| urge upon the Government to allocate more funds for economically weaker sections and backward classes so that
they are absorbed in the mainstream of the country. | would urge upon the Government to start residential schools
for the SC/ST in District headquarters. | propose in this regard to the Social Justice and Empowerment Ministry for
the last ten years, but nothing concrete is being done in this regard. | hope the Prime Minister, Minister of Finance,
Minister of Social Justice would draw out special projects and start Residential Schools on the pattern of Navodaya
Schools for the SC/ST in the District Headquarters throughout the country so as to bring the masses in the
mainstream.

*Speech was laid on the Table.
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Sir, | have benefited greatly from the debate on the Finance Bill, 2003. As all the hon. Members know, this marks
the completion of the entire budgetary debate cycle. It actually started on the 28t of February and this is the end of
April that we have reached to. Ideally, it should be a shorter period from the presentation of the Budget to the
completion of debate on the Finance Bill. If we could compress the time taken for this procedure, it would be better
even for financial management. Anyway, that is beside the point. | have benefited greatly from the debate on the



Finance Bill. | am very grateful to all the hon. Members - numbering over 40 - that participated in the discussion
spread over three days. Today is the fourth day that we have debated this issue and | have the honour to reply to
this.

I must thank all the hon. Members for their comments on various aspects of the Finance Bill, as also the views
expressed. They did not remain limited to the Finance Bill. Inevitably, hon. Members spoke of various issues
concerning their constituency interests, concerning their State interests, and also made a variety of suggestions
and general observations. | am grateful to them.

The Finance Bill is all about taxation - direct and indirect - and the broad philosophy of taxation that has guided our
endeavours, and does so even today, that has been expounded on several occasions.

In customs, it is rate rationalisation along with the gradual reduction of peak rates while simultaneously protecting
the indigenous, the domestic manufacturers on agriculture and its products.

As regards excise, our aim has been to moderate duty regime along with the reduction and the multiplicity of rates.
That is why, we have set in place, a three-tier duty structure of 8 per cent, 16 per cent and 24 per cent. | have
continued the system adopted over the past and moved towards the system with a middle rate of 16 per cent now
and a higher and a lower rate for demerit goods and for items of mass consumption respectively.

As regards direct taxes, it is a philosophy of tax law simplification in moderate rate structure and easing the burden
of the citizens that has guided us.

Mr. Speaker, Sir, you would appreciate, and | am sure that the hon. Members would also appreciate. As many as 40
hon. Members participated in this discussion. It would not be possible for me to address the observations by each
of the hon. Members. The observations, as | said, varied from the Finance Bill to general observations, on the
financial situation, on the Budget etc. Permit me, therefore, Sir to come directly to the issues that relate to taxation.

Firstly, | come to direct taxes. While presenting the Budget on February 28, the changes had been proposed in
respect of direct taxes both in policy as well as in administration so as to give a fillip to the economy and provide
relief to the wide section of the tax paying community, as wide section as possible. The underlying idea is to
unleash the entrepreneurial character and creative genius of our citizens. | do not wish to, at this stage, repeat
many initiatives that have been taken by the Government. But | now have the benefit of different viewpoints and
opinions, and taking cognisance of the suggestion, | accept that some of the proposals that had been mooted
earlier, required a further fine tuning. Let me briefly enumerate them. Again, here it would not be possible for me to
enumerate each and every point. But | am taking the major ones.

Sir, it had been proposed that tax exemption in respect of those insurance policies, whose premium exceeded 20
per cent of the sum assured in any of the years, be withdrawn. This was done because such policies, in a sense,
expose as instruments for investment and not so much for covering of the risk on life. It has been brought to my
notice that by the proposed change, the income earned on policies taken before the amendment could also be
taxed, as this would be unjust. | recognise that. Therefore, to remove this unintended consequence, the proposal is
being amended to ensure that income earned on the policies taken before the 1st day April 2003 will continue to
enjoy the tax exemption as hitherto.

Sir, at present, interest and compensation paid to accident victims under the Motor Vehicles Act is subject to tax
deduction at source. There are obvious practical difficulties involved here, particularly for the poor who are
sometimes the unfortunate victims of accident, also our citizens from the rural areas who are not assessed to tax. |
propose, therefore, to provide that no tax would be deducted from source and at the interest awarded as
compensation, if it does not exceed Rs. 50,000.

In order to promote equity culture among our citizens, it had been proposed that long-term capital gains on equity
shares of the companies listed in any recognised stock exchange in India and acquired on or after March 1, 2003
but before March 1, 2004 would be exempt from tax.

Apprehensions have been expressed in some quarters that the proposed provision is likely to be misused to
launder money by showing false transactions or fake transactions in thinly traded shares. This is obviously not the
intention of the Government. | therefore propose to limit the exemption to the equity shares appearing in the list of
BSE-500, as on March 1, 2003 and where transactions of purchase and sale is on a recognised stock exchange of
India. | also propose to extend this exemption to such equity shares as are allotted through a public issue on or after
March 1, 2003 and are listed in recognised stock exchanges before March 1, 2004.

Deduction equal to 100 per cent of profits and gains is available for five consecutive years to an undertaking set up
in a Special Economic Zone, commonly known as SEZ.

There have been persistent demands from the industries located in SEZs for giving a re-investment allowance of 50
per cent of the profits ploughed back into business. There is a merit in this request and | have accepted it.
Necessary amendment to give effect to this decision is being proposed. Restrictions imposed on carry forward of
business losses and unabsorbed appreciation of the undertaking from SEZs are also being done away with.
Necessary amendments are being made to grant export-status from domestic tariff area to units set up in SEZ; such
sales will also enjoy tax benefits under Section 80 HHC for a period of one year.

| am also providing 100 per cent tax exemption to Offshore Banking Units, OBUs, set up in the SEZs for three
years, plus 50 per cent tax exemption for the subsequent two years. This has been a request from the Commerce
Ministry. We find merit in it and this has been done after consultation with the RBI. This exemption will be available
for income derived from operations undertaken by the OBUs to finance SEZ developers and the units in the SEZ.

At present, income of a political party from house property, other sources and donations is exempt from tax. Income
from capital gains is however taxable. That has been brought to my notice that this had led to some avoidable



difficulties. | therefore propose to end this by exempting from income tax, capital gains accruing to palitical parties.

Certain benefits available to tea industry have been extended to the coffee industry as well. Due to widespread
demand from the rubber industry which is also a plantation-based industry — for which there is already an
announcement of the Prime Minister for a Plantation Fund - | propose to extend the benefits of all this to rubber
industry as well.

Under the existing provisions, a shipping company loses the tax benefits available to it, if it sells or transfers the
ships acquired out of amounts credited to the Reserve Account before the expiry of eight years. This period of eight
years - it has been represented - is, under the current circumstances, too long because of the rapid technological
upgradation that we are witnessing all around. | accept this and | therefore propose to reduce this lock-in period
from eight years to three years.

One of the hon. Members has drawn my attention to Section 50(C) of the Income Tax Act which provides for land
and building valuation for computation of capital gains on the basis of value assessed for stamp duty. This provision
along with the simultaneous withdrawal of pre-emptive purchase of immovable property by the Central Government
has been incorporated in the last year's Finance Bill.

This measure had to be introduced to remove unnecessary litigation and adhocism in the valuation of property for

computation of capital gains. If the assessee does not agree with the valuation, the assessing officer can refer the

matter to the valuation officer. | think this actually is an assessee-friendly measure which avoids adhocism in asset
valuation and therefore, | intend to let it remain

In the wake of Gujarat earthquake of 2001, Section 80G of the Income Tax Act was amended to provide a hundred
per cent deduction for donation to be utilised for providing relief to earthquake victims. The funds allocated for this
purpose had however to be utilised before March 315t 2002. This date was later extended to March 31, 2003.
Requests from a number of hon. Members from both sides of the House as also from charitable institutions continue
to be received for an extension of this date. | accept the validity of this request and extend the date of utilisation of
donation by one more year, that is up to 315! march, 2004.

Shri Dasmunis, hon. speaker from the principal Party in the Opposition, and a number of other speakers have
spoken about the need for promotion of sports. Indeed, the Prime Minister had sometime back announced the
Special Sports Fund and has constantly emphasised the need for it. A suggestion was made by hon. Shri Dasmunsi
that income of sports persons up to the age of 30 years should be exempt from income tax. This would be
impractical because who will determine, who is a sports person and who is not. Instead, what we intend to do is,
income of the sports persons, in both cash and kind, by way of approved reward or award from specified institutions
is already exempt from income tax.

I now propose to allow a special deduction of up to Rs.75,000 from the income received as professional fee for
participating in games or sports. The appropriate modalities for making this scheme operational will be worked out
in consultation with the Ministry of Sports.

I would also like to sympathetically consider the demand for additional funds for sports, particularly in light of the
preparations for Olympics that we must now undertake. Having said that, | now come to&€] (Interruptions)
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st sraa= TaE: 49 el e & 89 F9a Wit o siafies & foy sftey &8 F g9 a0 F 1gd B g6 gl U6 A 6w |
Toe R @ A A quTl # w9t A weet S Fe e § 6 var w50 off 39 an A ged @ 99 € ofk sue an A wae H#3 S A =
=i Y oft, B I X FE A F Feea W B a slafes 2 e swet dard § gl @t et 7l Bm ) A v | afde de
% an | Fu f5 7% yor @t wifkat @<t g8 €1 Permit me, Sir, to explain the whole aspect of Service Tax. In this Budget it
had been proposed to extend Service Tax to certain new services. The Parliament has yet to legislate on it
because this has to be shared between the States and the Centre and we are bringing a Constitutional amendment,
which | believe we are considering next week.

Let me clarify that this tax will come into effect only from a date that is yet to be notified. After the Parliament has
enacted, we will also, before notifying the tax, as per the past practice put on the website of the Finance Ministry all
necessary details and invite comments from the concerned sectors of citizens, trade, industry and everybody, on
the proposals about the Service Tax.

In this regard, the representatives that have already been received in anticipation of service tax, especially from
various sectors, | will attempt to a few like, for example, from vocational and computer training institutes against this
proposed levy. | wish to assure all the hon. Members in the House that these suggestions about computer training
centres, about vocational training centres, and all other suggestions will be taken fully into consideration before the
new service tax levies are given effect to which in any case not before 15! of July this year.

Some hon. Members as also some trade representatives have also expressed apprehension that the withdrawal of
exemption from service tax arising from payments received in convertible foreign exchange could affect our export



of services. | want to clarify that a service tax is location based. Whatever service is exported abroad whether it be
through outsource computer or medical, it will, by law, be outside the proposed code of service tax. Therefore, there
ought to be no apprehension or worry in this regard.

| think the hon. Shri Thomas, who is perhaps not present here, has made a representation that when premises of
religious places, be the Churches or Temples or Gurudwaras or Masjids are used for holding social functions, the
consideration received should not be charged to service tax. Now, though this issue does not actually relate to the
Budget, | would like to assure the hon. Member that we will look into it and whatever appropriate relief | can provide
in this regard, | will provide.

Sir, 1 will come to VAT before | go to indirect taxes. Let me begin by saying and repeating what | had said earlier that
VAT is a modern, a forward looking, and a path breaking reform that the States amongst themselves actually
agreed to implement. | have already submitted in the House that the VAT legislation presented for presidential
assent do not conform the decisions of the Empowered Committee itself. In addition, | must clarify that there cannot
be departures from the agreed list of commodities which would be subjected to 12 and a half per cent rate of Value
Added Tax. The Empowered Committee in its meeting of April 29, i.e., yesterday, had considered these issues. It is
very important that the legislation of the States are amended to conform to the decisions taken by the Committee
itself and also to the agreed upon rates latest by 5t of May. Otherwise, it will not be possible to introduce VAT by
15t of June as suggested by the States themselves.

Now there is one additional point and | want to share this with the hon. Members that the proposed reduction in the
rate of Central Sales Tax from four per cent to two per cent is contingent on the introduction of VAT by all major
States and by all regions of India. | must emphasise that Central Sales Tax and Value Added Tax cannot actually
live together for long. It is also not possible to have two regimes in CST or two kinds of States in the country,
namely, those that are adhering to the VAT, hence the reduced CST rate and those that are not doing so. You
could have a situation in which two adjacent States could have differential rates of CST from four per cent to two
per cent. This is not the practical way to administer the tax regime.

We have also, therefore, to take on board the question of adequate preparations in the administrative machinery
before introduction of this very important tax reform. That is why | have said and | repeat that a patch work or an ill-
implemented VAT will not serve our purpose. Therefore, first, we fully complete our ground work before we set a
new target date for introduction of VAT.

Sir, 1 will now go to some of the issues that had been raised.
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MR. SPEAKER: Let the hon. Minister reply. No interruptions please.
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SHRI S. JAIPAL REDDY (MIRYALGUDA): All these must have been taken into consideration before the grandiose
announcement. This is the mother of all roll-backs! &€, (araam)
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MR. SPEAKER: | think this assurance should be sufficient. This may be sufficient; now you can go to the next
subject.
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SHRIJASWANT SINGH: | wish to do it because | really want to bring it down.

Rerd d & = fadn Frags fv an fs e < =1t oifersft veew &Y o off &1 Raraa difvre, S8 € 21 1 do not want to go into
all these things. But | am committed to reducing the input cost in agriculture and | will do it. zgde ag = @e1 f& R dav
7T 1R oY HIE SFW A9 @S, 89 g9 wAE 76l ag, fY 99 we 6 9o o@ew) &€ (=m=mam) Power tiller is already exempt
from excise duty. i Tew "R R dex @ ar A o T § O 89 99 W vaTsy Sg | e o) o | A€ (=mur)

| want to say about the RIDF. During the Budget discussion, hon. Member, Shri Jaipal Reddy had asked me about
the RIDF. Now, banks having a shortfall in lending to the priority sector like agriculture are required to contribute to
the Fund which is created under NABARD. The size of the corpus of this Fund, in the current year, has been fixed
at Rs. 5500 crore. The rates of interest payable to the banks on contribution to the RIDF have been made penal so
that the banks are encouraged to lend directly to agriculture which means that if the banks fail to meet its target of
credit extension to agriculture, then it will have to deposit that shortfall with RIDF, and the rate of interest there will
be penal in the sense that it will be much lower then. | cannot do any more at the present moment on this to the
health of the banking sector.

On hand pumps, considering the shortage and the difficulties that are being faced in regard to drinking water, |
propose to fully exempt hand pumps from any excise duty.



There was a representation received in regard to nickel and metcoke. Now, as you know, we had taken certain
steps in the steel industry in the revival stage. Earlier, | had unified the import duty on nickel and metcoke at ten per
cent as against 5 per cent or 15 per cent depending on the end-use. Now, there are representations that this has
actually increased the cost of iron and steel and ferro alloy industries. On the one hand, we are trying to do all that
we can to revive a very important industry like the steel industry and this should be counter productive. In order to
bring relief to the entire industry, | propose to exempt metcoke used in these industries from SAD, Special Additional
Duty.

Similarly, nickel oxide sinter and unwrought nickel used in steel making are also exempt from SAD.

In this Budget exercise, we had reduced the duty on nicotine polacrilex gum from 16 to 8 per cent. Some hon.
Members have pointed out that since this is used as a gum for de-addiction, particularly of tobacco, it should be
treated at par with other medicines of that variety. | find merit in this argument. | propose to exempt nicotine
polacrilex fully from excise duty.

Some Members have suggested that there are a number of ceramic tile units which do not use any electricity or
petroleum fuel for firing the kilns and merit a lower duty. | agree with that. Therefore, | propose to reduce the excise
duty from 16 to 8 per cent on tiles made by units not using electricity or petroleum fuel for firing the kilns, but are
using fire wood or agro waste.

I have received a suggestion from Shri Adhi Sankar that the excise exemption for 100 per cent wood-free plain or
pre-laminated particle or fibre-board, made from agro-waste, which is prone to misuse, should also be extended to
100 per cent forest wood-free board. There is already a duty of eight per cent on the agro-based industries. | will,
however, look into the suggestion for extending the concessional duty for use of forest wood-free board also.

Information technology is an important industry where we have established a head start. In order to give a boost to
indigenous manufacturers of information technology related goods, | propose to reduce the customs duty on
specified capital equipments from 15 to 10 per cent.

On writing instruments, a number of representations were received that the indigenous writing instruments
manufacturing industry has sought relief in customs on certain raw materials used in the manufacturing process of
such instruments. Therefore, | propose to reduce the customs duty on decorative transfer films and dyestuffs, used
in the manufacture of writing instruments from 25 to 15 per cent.

Sir, as far as tea development is concerned, excise duty of Re. 1 has been abolished and replaced by an equivalent
cess for the development of tea industry. A number of Members, particularly from Assam, like Shri Sontosh Mohan
Dev, had represented that this cess of Re. 1 also ought to be removed. | am very sympathetic to this demand. But |
am also mindful of what is required to be done for the entire tea industry. The tea industry in the South, as you
know, has different problems from the tea industry of Assam. Some measures, like the Plantation Fund, announced
by the Prime Minister, and a Re. 1 cess for the benefit of modernisation of tea industry, have been announced. It is
one of the oldest agro industries. We must continue to nourish it. | am committed to doing it. | do not think that
removal of Re. 1 is really going to help at the moment. | would benefit if there were any other ideas.

| do hope that hon. Shri Sontosh Mohan Dev will accept that at the present moment, if | am not able to accede to it,
it is not because of any lack of commitment to the tea industry but because really | feel that this charge of Re. 1 is
very minimal. Let us work it out for a little while and see later.

SHRI S. BANGARAPPA (SHIMOGA): What about coffee industry?

SHRI JASWANT SINGH: Coffee is already there. | have just announced the benefits to coffee. | know about the
coffee prices. There are many factors. | do not want to go into the details of it.

SHRI SONTOSH MOHAN DEV (SILCHAR): In the past also, this industry did face crisis. Dr. Manmohan Singh
completely exempted it and then brought it back. | am not saying that you should exempt it for all times to come. For
this period of recession, this can be exempted. That is my only request.

SHRI JASWANT SINGH: | follow that. All plantation industries are currently going through a lean period.
I would request the hon. Member to recognise that the Finance Minister's job is the most thankless job.

Everybody asks the Finance Minister for resources and nobody says that he should raise
resources....(Interruptions) Please sympathise with me. | will take on board what you have said, if | can, because |
do not have to wait for the Finance Bill. | will go back to the hon. Prime Minister and take his instructions on the
subject. But let me address the issue first....(Interruptions)

SHRI PAWAN KUMAR BANSAL : Mr. Minister, please try to improve the tax collection system....(Interruptions)

SHRI JASWANT SINGH: | am trying to improve the tax collection system. Shri Pawan Kumar Bansal is very much
agitated about the tax collection system. | will try to improve it....(Interruptions)

SHRI PAWAN KUMAR BANSAL : We are not suggesting measures for the improvement of it. That is what | said. A
sum of about Rs.59,000 crore is held up in the cases. This amount is due from the defaulters.a€] (Interruptions)

SHRI JASWANT SINGH: I want to talk about edible oil. Hon. Members would recall that | had proposed an ad
valorem duty of 8 per cent but specifically and only on branded refined edible oil and vanaspati packed in sealed
containers for retail sale. | have studied the implementation of this measure. This is really to come into effect. | have
observed that this has resulted in an unwarranted shift from branded to unbranded oil and only in order to avoid
payment of duty. Of course, | am also very much concerned that this unjustified increase in prices of edible oil is
there. There is obviously a need, therefore, to take such measures as will stabilise prices and eliminate any erosion
of excise duty. With that objective, | now propose a specific duty rate of only rupee one per kilogram of refined



edible oil and Rs.1.25 per kilogram on vanaspati. This specific rate applicable at the refining outlets stage will be
neutral to branded or unbranded oil. It will replace the proposed eight per cent duty. This amount of rupee one only
is very nominal and should enable a correction of the anomalies that have been witnessed.

Simultaneously, | am also proposing a removal of the high duty differential between imported refined palm oil and
crude palm oil by reducing the customs duty on RVD palm oil from 85 per cent to 70 per cent — a 15 percentage
point duty reduction. In addition, such refined palm oil would also be exempt from SED. This is an additional
reduction of a little more than four percentage points. So, in all, we will be reducing on imported palm oil by 20 per
cent of the import duty....(Interruptions)

SHRI PAWAN KUMAR BANSAL : Sir, this will again hit the edible oil industry. | had pointed out to the hon. Minister
the other day that there is no system of Kutcha Ghani now. People are agitated. &€} (Interruptions) | had submitted
that he should not confuse between the petroleum products refining and the mustard oil refining....(Interruptions)

SHRIJASWANT SINGH: It is only about palm oil. ...(Interruptions) It is coming down.
MR. SPEAKER: Shri Bansal, | remember you did raise this issue. Please sit down now.
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SHRI JASWANT SINGH: It does not affect coconut. ...(Inferruptions)
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MR. SPEAKER: Hon. Members, please sit down. Let the Minister reply. You can ask the question later on.
...(Interruptions)

SHRI JASWANT SINGH: It does not cover coconut. ...(Interruptions)

MR. SPEAKER: Let the Minister reply. Let me know what he has to say. You have raised a question. Now, let the
Minister say about it. Please sit down.
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MR. SPEAKER: Please take your seat. Let the Minister reply now.
...(Interruptions)

SHRI RAMESH CHENNITHALA (MAVELIKARA): Mr. Speaker, Sir, reducing of duty on the import of palmolein will
totally affect coconut cultivators in the country because there will be more import of palmolein into the country.
...(Interruptions)
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MR. SPEAKER: | have permitted you to ask a question. Please take your seat. Let me listen what the Minister has
to say.

...(Interruptions)

MR. SPEAKER: You cannot interrupt like this. If you do like this, the Minister will complete his speech and will not
reply to your question.

...(Interruptions)
ey weEley  # arean g 5 sl oft g d1 enw dfawl amw Ao @ @ A@ft oft w1 9w B9 amum 7 9 wwe Ed 91
&€| (zraur)
MR. SPEAKER: Mr. Minister, you can continue now.
...(Interruptions)
SHRI JASWANT SINGH: Sir, it does not cover coconut. €] (Interruptions)
MR. SPEAKER: Nothing will go on record now except the Minister's speech.

(Interruptions) a€*



* Not Recorded
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SHRI JASWANT SINGH: If you let me speak, | will explain. ...(Inferruptions)
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SHRIN. JANARDHANA REDDY (NARASARAOPET): Mr. Speaker, Sir, palmolein oil farmers are already suffering
in our country and if the Minister reduces the customs duty further on the import of palmolein, then he is not
encouraging the local farmers. ...(Inferruptions)

MR. SPEAKER: Shri Janardhana Reddy, you have put your question. Let the Minister reply now. Please take your
seat.

...(Interruptions)
MR. SPEAKER: It is not that everybody will ask a question.
...(Interruptions)

SHRI VARKALA RADHAKRISHNAN (CHIRAYINKIL): Mr. Speaker, Sir, lakhs of coconut farmers in the country are
suffering. ...(/nterruptions)

MR. SPEAKER: Mr. Minister, you can go ahead.

SHRI JASWANT SINGH: Sir, the reduction of duty is only on palmolein. The interests of coconut farmers are fully
protected. ...(Interruptions)

SHRI RAMESH CHENNITHALA : Sir, with the reduction in customs duty on the import of palmolein, more palmolein
will be imported into the country. So, how will the coconut farmers not be affected? It is a very serious issue.
...(Interruptions)

SHRI K. YERRANNAIDU (SRIKAKULAM): Mr. Speaker, Sir, last year also the Chief Minister of Andhra Pradesh
wrote a letter to the Prime Minister and the Finance Minister that due to import of palmolein oil with less duty, the
groundnut farmers and coconut farmers are suffering in this country and so, he requested that it would be better to
increase the duty on import of palmolein oil so that our farmers would get remunerative prices. Then, the hon.
Minister agreed to increase the import duty. Now, with the reduction of duty on the import of palmolein, again the
groundnut farmers and coconut farmers will be adversely affected. | would request him to answer to this point.

SHRI JASWANT SINGH: Sir, | will answer to the question. ...(Inferruptions)
MR. SPEAKER: Let me listen to the reply of the Minister now.
...(Interruptions)

SHRI RAMESH CHENNITHALA : Sir, | would like to ask one question. All Members of Parliament from South India
have time and again been asking for increase of duty on the import of palmolein so as to protect the interests of
coconut farmers in the country. Now, with the reduction of duty on the import of palmolein, more palmolein will be
imported into the country. Our coconut farmers and groundnut farmers have already been suffering.

13.00 hrs.

Every time, we are asking for a higher duty. Now, unfortunately, the Finance Minister is talking about lowering of
the duty. It is highly detrimental to the interests of the coconut and groundnut farmers in the country. | would request
the hon. Minister to reconsider this aspect, otherwise the entire Southern India will be suffering by
this...(Interruptions)

MR. SPEAKER: The point that the Opposition wants to raise has been quite clear to the hon. Minister. It is for the
Minister to give his replies on the questions that you have raised. But as soon as the hon. Minister starts, you
interrupt him. If you start interrupting like this, you will not get a proper reply from him. Please cooperate.

| would request the hon. Minister to reply to the points raised by the hon. Members.
...(Interruptions)

MR. SPEAKER: Shri Radhakrishnan, please sit down. | am sorry, | cannot allow every Member to speak. Let the
hon. Minister reply.

...(Interruptions)
MR. SPEAKER: This issue was raised last year also. | am very much aware of the issue.

SHRI JASWANT SINGH: Sir the issue relates to import of palmolein only. It does not cover groundnut, it does not
cover copra, it does not cover soya...(Inferruptions) Hon. Members are saying that if you reduce the duty on
palmolein, it will affect the prices of other oils, for example, coconut indigenously.

May | share a figure with me? The crude palmolein imports account for about 97 per cent of the total
imports...(Interruptions) Please understand me. Now, the crude import is not being changed in the duty structure.
What is happening is that only about three per cent of the total palmolein import is refined and what it is doing is



that it is adding a certain degree of pressure on the consumer prices of oil in large parts of the country. All that | am
doing is to remove the eight per cent of excise duty.

Shri Yerrannaidu spoke of Chief Minister of Andhra Pradesh. The hon. Chief Minister of Andhra Pradesh wrote to
me and asked me to reduce the excise duty so that in the Public Distribution System of Andhra Pradesh, they are
benefited. | had received requests from other Chief Ministers also, who said that oil prices edging upwards are
causing a strain on the Public Distribution System of their States. What we have done is, we have tried to bring this
down.

Here a suggestion is made that it is 97 per cent of the crude palmolein coming is remaining unchanged in its duty
structure. Ninety-seven per cent...(Interruptions)

SHRI K. FRANCIS GEORGE (IDUKKI): Sir, crude oil is imported in the country and it is refined here...(Inferruptions)

SHRI JASWANT SINGH: It is only on refined, which is three per cent of the imports...(Interruptions) | would request
the hon. Member to be seated. Why does he trouble himself?

SHRI VARKALA RADHAKRISHNAN : Because we are starving!

SHRI JASWANT SINGH: He is not...(Interruptions) | will take care of this. We will certainly study the effects of this.
It is not as if this duty management...(Inferruptions)

SHRI RAMESH CHENNITHALA : Sir, | would request the hon. Minister to call a meeting of MPs from these States
and discuss it with them...(Inferruptions)

MR. SPEAKER: The Minister agrees to sit along with the MPs. Please sit down now.
...(Interruptions)
SHRI JASWANT SINGH: Please listen to me...(Interruptions)

SHRI K. FRANCIS GEORGE : Sir, it is because maybe the hon. Minister is not aware of the
problem...(Interruptions)

MR. SPEAKER: But you can discuss this with him.

SHRI JASWANT SINGH: Sir, | will definitely look into thisa€] (Inferruptions) Let me complete please...(Interruptions)
Sir, you will accept that in no system can we have a situation in which taxation duty structures are negotiated. We
will certainly look into this. | will take on board the concern expressed here. This is only three per cent of the refined
palmolein of which we are talking. | will watch it very carefully. In about ten day's time - | would request the Members
who have voiced their concerns having watched the situation on the domestic oil price front — to see the results.
These are not inscribed in stones. These duty structures are not being inscribed in stones, that they cannot be
changed. It is logical that if any adverse consequence is felt, or adverse effect is felt, of course we will amend
it....(Interruptions)

MR. SPEAKER: There should be no more discussions. Please sit down.
...(Interruptions)

MR. SPEAKER: Mr. Minister, you can address the Chair now.
...(Interruptions)

MR. SPEAKER: Except Mr. Minister's speech, nothing else will go on record.

(Interruptions) &€;*
SHRIJASWANT SINGH: Let me now attend to textiles.
MR. SPEAKER: The important issue of textiles. Yes.

SHRI JASWANT SINGH: This has been a matter of some considerable debate during the past few weeks. As | said
at the beginning of the Debate on the Finance Bill, in textiles, which is the largest employment provider after
agriculture in the country, with the multi-fibre agreement due to come to an end in 2004, a major challenge to India's
competitiveness in international market is just about 18 months away. The essence therefore, of the proposals
regarding textile industry was to completely safeguard the handloom. The handloom is not affected in any fashion
whatsoever. Be it any of the Benarasi silk, be it Kanchipuram, be it Chanderi, be it all this. ..(Inferruptions)

Also, Sir, | must say very clearly and categorically as a commitment of the Government we want to totally protect the
interests of the small and the self-employed weavers and garment manufacturers. | will explain you how we will do
it. To reduce the textile duty structure across the board in excise, which we have never done before. We have
significantly reduced customs duty on textiles machinery and reduced it up to 5 per cent on specified machinery as
given by the Textiles Ministry. We have announced at the time of presentation of the Budget itself promoting a
modernisation package for power-looms. Now, we have already announced a financial and technical package for
the modernisation of the entire textile industry like we have done it for the steel industry. It is done in order to
complete the CENVAT chain, to eliminate deemed credit and, finally to improve the country's international ranking in
the textiles industry where India, which was on top of the international ranking, is today at No.4. We are behind

* Not Recorded

Bangladesh. We are behind Pakistan, Thailand and China. If we do not improve - it will be a matter of deep regret



to me - we might slip even behind Sri Lanka.

Now, let me just share one more fact with the hon. Members and | would request the hon. Members to please
reflect on it. Sir, the total excise revenue from the textile industry in 2002-03 is Rs.3,775 crore. This is an
established figure. The industry has taken an estimated amount of Rs.1,100 crore as deemed credit. Deemed credit
is not money. It does not come to the Government. It will vapour. This sector has availed a duty drawback of
Rs.2,300 crore, and a duty entitlement passbook (DEPB) benefit of Rs.1,300 crore.

It comes to a total of Rs. 3,600 crore. Please reflect. | do urge the hon. Members to reflect on this. We have a total
textile production of Rs. 3,775 crore. Out of that, Rs. 3,600 crore, by these figures, are being exported. Is it
anybody's suggestion that out of the total textile production of Rs. 3,700 plus crore, Rs. 3,600 crore are exported?
This is what | am attempting to correct. This is what is employed by connecting the CENVAT chain and eliminating
the deemed credit. Let me announce what are the specifics that | am now at it. | have always said that | am
committed to the textile industry. How can it be, even imagine that we will not take care of the small or the self-
employed? Let me announce that it is possible.

There is another worry that afflicted some of the power-loom and also the garment industry people. Let me further
announce that it is possible that a number of power-loom owners who are self-employed have up-till now not filed
any income-tax return. | want to say this in advance and straightaway that they may not have even proper books of
account. | do not wish them to be troubled. | do not want the 'Inspector Raj to proliferate but they may now wish,
therefore, either to declare their stocks for CENVAT purposes or to join the chain. Therefore, to encourage them
and new assessees of the power-loom sector or the garments to come into the mainstream, the Income-tax
Department has been instructed to encourage the power-loom owners to declare their stocks. Whatever the value
of the stock that they declare and if it does not exceed Rs. 10,000 per power-loom, such declaration will not be
subject to any questioning, any scrutiny or any other inquiry. Also this declaration will not have any retrospective
application or consequences for income-tax purposes.

Sir, many hon. Members have suggested that there should be some dispensation ...(Interruptions)
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MR. SPEAKER: Let the Finance Minister complete his speech.
...(Interruptions)
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MR. SPEAKER: You can ask your question after his speech is over and not now. Please sit down.
(Interruptions)
SHRI JASWANT SINGH: | wish to announce a special dispensation for the units.
...(Interruptions)
STETE Helgd: H3ll off, 319 791 AMYl @ HY "l o
€] (czer)

pax dfaaw e @ w5 oft e @w ww @ € @ 7w 7 & 9w tewse sgd ww @ € @1 TP &€ (amaum) s o |
=i & @ ¥ €| (araum)

St WASIATA THA [ BUHRET W S IS Lo T TN B, S A0 o1 A1) qE aga N e 21 A€ (amaum)

SEE HElgd: ISae gAa o, 43T a8 T S e ¢ # H2A Sft B A @ e @© a5 A9l 9 qu @1 grera gl #t off @t
HITT G e 1 AR B

€ (zaur)
aTene Weled: wHeTd o, 4fdv
€] (zxaar)
MR. SPEAKER: You go to your seats.
...(Interruptions)

MR. SPEAKER: | can permit you to ask a question after he completes his speech. Otherwise, | will not give you that
chance also.



...(Interruptions)

MR. SPEAKER: Please sit down. Let him complete his speech. | do not want any more interruption. Let him
complete his speech. Thereafter, you can put a question.

Mr. Minister, you can go ahead and complete your speech.

SHRI JASWANT SINGH: So, | must explain this also. I will first announce and then explain. | propose to fully exempt
from excise duty unprocessed fabrics up to the first clearance of Rs.20 lakh provided they are woven by power-
loom units having an annual turnover of Rs.25 lakh. ...(/nferruptions)

MR. SPEAKER: Shri Banatwalla, if you go on interrupting, | will not allow you to ask question afterwards.

SHRI JASWANT SINGH: | am talking of the small scale and the self-employed. Let me explain what Rs.20-25 lakh
margin means. It means that the power-loom owners or the operators operating some of the traditional power-
looms, not the modern variety, and holding up to almost 10 power-looms, will be totally free from excise duty.

MR. SPEAKER: It is very good.

SHRI JASWANT SINGH: | only wish that the hon. Members would hear what | am saying. | am also making this very
clear. | have made it very clear about the income tax that if they wish to declare their stocks, that the stock per loom
will be of 10,000, no questions will be asked as to where that stock came from or about the past. It will not have any
retrospective effect. Secondly, why have | said this?

SHRIKIRIT SOMAIYA : You tell us about the capital investment also.

SHRI JASWANT SINGH: | cannot go into those complications. Those details will be announced
later....(Interruptions)
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MR. SPEAKER: You need not reply.

St sraa~a E: a7 T @i 8 W@ €7 o 99 ara ged @ # | 98 ag g @ 91g AR @ 'dd #1198 o ve & if they do not
wish to, they need not register for CENVAT. It is as best as we can do under the circumstances to complete the
CENVAT chain as also to eliminate the deemed credit about which | have just shared the arithmetic of the situation
with the hon. Members.

| want to go to the readymade garments. Let me explain what do | mean by this Rs.20-25 lakh.

It is totally exempt up to Rs.20 lakh. | could be wrong and the actual estimate could be something else because
every powerloom would not produce the same amount of cloth. So, why have | said, 'Rs.20 lakh to Rs.25 lakh'? It is
again a protection that | am giving. stz wewl &1 @ral @ f& 98 20 @@ | U6 $991 81 741 8 1 9T 20 AE F0d W T
wrirm | # 7' 2 W0 g 20-25 9@ W @ IS 5 @@ ¢ @i It is a cushion that | am providing. | have given very strict
instructions that there would be no visit to these powerlooms. There would be no inspections. | have introduced a
self-assessment scheme so that these powerloom owners could giver their own self-assessment. @ gam0 diea= &1
AHT THEINE ¢ @1 § 5 oFR ot feelt Ay wew & ae Rewa ft e o fs ot s swiees 9ei o, | assure you that |
would take care of that situation.

Let me deal now with garments. | also propose to fully exempt from excise duty unbranded woven and knitted
readymade garments up to the first level of Rs.25 lakh provided that annual turnover does not exceed Rs.30 lakh. |
am sure hon. Members would appreciate a1 w1 & 25-30 @@ deF waa@e such units would however be required to
keep only one record and it is a record of the yarn or fabric that they have purchased. There is no record that | am
requiring them to keep.

Beyond that, | would share with hon. Members, in the Ministry of Finance, we have what is called a tax research
unit. The tax research unit has the details of all garment producers in the country. We have analysed the tax
research unit's details thoroughly. | find that almost about 85 per cent of the garment manufacturers are in this
Rs.20 lakh to Rs.25 lakh bracket that we are covering. Those that are above this are really major garment
producers. They are not self-employed. They are all doing this work with the help of hired labour. | have also taken
one more factor into consideration — what is the general annual mean income of a citizen in the country. As against
that, in garments, if you are giving a total tax exemption of Rs.20 lakh to Rs.25 lakh, it is actually many multiples of
the income that is available to an ordinary person. @i St Y% tHaTe € o Wg &1 | & W & 918 98 0 TR W &
B 81 a1 el B+t Bied v W A% ST TN 8, TR 9 WS 91 P SWHTA Bl § SN 8 @l HEd 8§ [ 98 oI T fadr,
IHS 20 T TIU WY UFEIG Sl el aril. 98 wa amuy arger #1 | want to also add that | propose to extend this exemption
scheme to garments of rubberised textile fabrics, cotton belting, mosquito nets and fabrics of mono-filament.
Somebody had brought up this question of exempting mosquito nets. They are fully exempt from this.
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SHRI TARIT BARAN TOPDAR (BARRACKPORE): He is totally unorganised ...(Inferruptions)
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| propose to reduce excise duty on predominantly hand processed fabrics on which a few specified finishing
processes are carried out with the aid of power or steam from ten per cent to five per cent in the case of pure cotton
fabrics, and from ten per cent to eight per cent for other fabrics, giving them a needed differential over fabrics
processed completely with the aid of power or steam. It is my sincere hope that, with this incentive in place, the
hand-processing industry will come forward with the needed urgent steps to adhere to environment-friendly
measures to reduce water pollution. | will further review the duty regime for hand processors, in the light of the
steps that the industry initiates.

| also want to remove an anomaly that has been observed in the Budget's indirect tax proposals on textiles. This is
as follows:

It has been brought to my notice that whereas wearable fabrics attract excise duty at ten per cent, the duty on
interlining fabrics used in making garments is 16 per cent. In order to remove the anomaly, | propose to reduce the
excise duty on interlining fabrics also to ten per cent.

Let me now deal with shoddy. It is a small and important industry, but it is located in different parts of the country.
The major input in this is imported shoddy on which duty rate was rather high, and the objection that is being raised
is that because we had certain status, the duty rate was continuing.

Having calculated the whole thing, | find that, in fact, the shoddy industry will benefit and, therefore, | now propose
to reduce the import duty on the major raw material of this industry which is rags, from the existing 25 per cent to
five per cent. This is a 20 per cent duty reduction. | believe that this would adequately take care of all the
requirements of the shoddy industry.

| want to further bring the coarse hair and flax at par with raw wool and | propose to reduce the customs duty on
coarse animal hair and flax from 15 per cent to five per cent. | had, in this year's Budget, reduced the customs duty
on a large number of textile machinery and their parts from 25 per cent to five per cent in order to encourage
modernization of the textile industry. | have received representations seeking extension of this very facility and
benefit to certain other capital goods used for manufacture of textile fibre, yarn and downstream products. In
response, | propose to expand the concessional customs duty range of five per cent to 117 more categories of
textile machinery and their parts. Then, | also propose to extend the concessional customs duty of 10 per cent
available for twisters and re-winding machinery used in the silk sector to all such twisters and rewinding machines
irrespective of the sector of use.

Regarding the North-Eastern region, a number of hon. Members from the North-East spoke on the issue of the
North-East. Let me just, on a rather autobiographical note and in hesitation, say that my love affair with the North-
East and the people of the North-East also goes back really to 1958. | had been there from 1958 to 1962; in the
War in 1962, and | spent a lot of years in the North-East. | am committed. The hon. Prime Minister's announcement
of the Industrial Policy for the North-East is not an empty announcement. | assure you even though all my friends
from Assam - Shri Bijoy Handique is not here - raised it, | am not going on that. | wish to say that as far as the
developmental concessions of the North-East are concerned, we remain committed. The issue here is really of the



misuse of the development concession that was granted by the hon. Prime Minister. ...(Interruptions)
SHRI SONTOSH MOHAN DEV : It was only by the cigarette industry and not by others.

SHRI JASWANT SINGH : | will come to it. | understand it. | did not wish to name the industry or name the concern.
But the concession granted was, most unfortunately, misused. "¥ @ = g7 fam " What it has resulted is in the
creation of a very complex legal economic requirement. You would also, | am sure, understand it because this is
argued very passionately by a number of hon. Members from the North-East also, by Shri Sontosh Mohan Dev
also, that you can keep cigarette out but take the three others that are there. There is the pan masala because
Assam is a very high producer of supari and it is traditional to offer just a pan and supari. But, Sir, in this | wish to
share with you that it is also not just pan masala but there is tambaku and there is also the question of gutka. Both
these are de-merit goods. If | extend concessions, firstly remove it from cigarettes and extend it to them being de-
merit, | will complicate a legal situation. You please leave it with me. | am fully seized of this issue. | will examine the
complicated legal and other aspects and | assure you in this regard. It is because these people stayed back and
they did not leave Assam or the North-East.

SHRI SONTOSH MOHAN DEV : Would the hon. Minister kindly yield for a minute?
SHRI JASWANT SINGH: Yes, certainly.

SHRI SONTOSH MOHAN DEV : Sir, some 1,700 engineers are appointed by various industries not only in the pan
masala industry but other industries. SONY has gone there, GODREJ has gone there. They have also opened
their units there. This package was declared by the hon. Prime Minister in Shillong. He reiterated that the gas
cracker plant and Numaligarh Refinery will also get the benefit.

Considering this, even if you do not say about it just now, you reconsider the issue. | would request you not to
create a situation wherein further troubles arise in the already troubled State. You must consider that peace has
been brought in Assam and other areas. Considering this, as you said, you are a part and parcel of it. | told that you
were very much involved in the agitation. | know that you were there. | met you in various places. You kindly
consider it from humanitarian point of view and job-oriented point of view.

SHRI JASWANT SINGH: | wish to assure you that ...(Interruptions)
SHRI K.A. SANGTAM (NAGALAND): Sir, | associate with my colleague. ...(Inferruptions)
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SHRI K.A. SANGTAM : Sir, through you, | just wanted to make one thing straight regarding this cigarette company,
which has come with finished products manufactured from outside and which took the advantage of tax holiday and
excise duty exemption. That is the scene as far as this business is concerned. But those industries, which are
giving jobs, labour and employment to the people and which have been already set up there and have been lured
into the North-East region, should not be punished. ...(Interruptions)

SHRI JASWANT SINGH: Sir, | wish to answer that. No industry other than tobacco in the North-East region or
Assam is affected by it. What you are now asking about tobacco is to make an exception for chewing tobacco and
gutka. Leave the matter with me. | will consider it fully. | will try and find a suitable legal answer for this purpose.

MR. SPEAKER: Mr. Minister, how much more time will you take? Are you completing now? There are several
amendments also.

SHRIJASWANT SINGH: Sir, | will take just two minutes. ...(Inferruptions)
A amwia & : onft vt o @ ar F w5 S & g 218€) (wmEm)
MeE HEted : HAt St & AT O g & arg sy g e
&€ (zraur)
MR. SPEAKER: Let the Minister complete his reply. Thereafter, you can ask clarifications. Please sit down.
...(Interruptions)

SHRIJASWANT SINGH: There was another suggestion here from some Members regarding electrification of
Dibrugarh — Guwahati railway line. ...(Interruptions)

SHRI KOLUR BASAVANAGOUD (BELLARY): What about MPLAD Scheme? ...(Interruptions)

SHRI JASWANT SINGH: On Dibrugarh — Guwahati railway line electrification, | have a very generous offer that you
will name it after me. ...(Interruptions) Sir, if the Railway Ministry were to make such a recommendation, we will fully
support it. Rather, | will only be naming it after me, Sir. ...(Interruptions)

| have no more to say in this regard. With these words, | commend that the Finance Bill be passed.

SHRI K. YERRANNAIDU : Mr. Speaker, Sir, | am appreciating the hon. Finance Minister because he has given a lot
of concessions to the needy sections. Even from my Party side, from the beginning, | am requesting the Prime
Minister, Finance Minister and Deputy Prime Minister that you are taking cognisance of all the sections, but 17



States are facing drought. The poor farmers lost crops due to drought. We are asking for waiver of interest on
kharif loans. Whatever kharif loans were extended to the farmers and those farmers who lost crop due to drought
only, for them, we are asking exemption, waiver of interest.

...(Interruptions)
MR. SPEAKER: The point is that you cannot give a speech at this stage.
-..(Interruptions)

SHRI K. YERRANNAIDU : Only 20 per cent concession has been given by the Finance Minister, whereas the
farmers in the whole country, who lost their crops due to drought, are awaiting an answer from the Finance Minister.
| have received so many letters from the farming community, and they are all waiting for an answer. | am not
requesting that it should be given to all the farmers; | am only requesting that it should be given to those farmers
who lost their crops due to drought.

MR. SPEAKER: Your question has been heard by the Minister, now let him reply to that.
SHRIJASWANT SINGH: | wish to answer this question. &€] (Interruptions)

SHRI PRAKASH PARANJPE (THANE): | am going to sit on a hunger strike in the Well of the House, if the amount
under the MPLADS is not increased. | have to face 28 lakh people in my constituency. For the last six years, | am

making this request. If they are not going to accept my request, | am going to sit on hunger strike in the Well of the
House right now. | have decided to do that. ...(Interruptions)

MR. SPEAKER: Shri Paranjpe, please do not come to the Well of the House. You should not do anything of that
sort.

13.41 hrs.
(At this stage, Shri Prakash Paranjpe came and sat on the floor near the Table.)
MR. SPEAKER: Please go back to your seat. Please take him back.
13.41-1/2 hrs
(At this stage, Shri Prakash Paranjpe went back to his seat.)
...(Interruptions)
oft Rrarsft 7 (fEeft) @ am e e A €, gefay e e i as. 3= R 911a€| (zmum)

Ht g WRiWd g A @ T8 g €1 The Ministers want our votes to sit in their chairs, but they do not want to
listen to our genuine demands....(Interruptions)
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SHRI JASWANT SINGH: | wish to answer the point raised by hon. K. Yerrannaidu. This is an important point.
...(Interruptions)

JTEIE HWElgd [ X oW ¥ [ 8, AN WHY FY W@ 8, 9AP! 97 o all

SHRI JASWANT SINGH: This is an important point, which is drought-related. It concerns the loans taken by the
farming community across 14 States of the Union. | am given to understand that the Governor of the Reserve Bank
of India has already announced that this interest shall be waived. ...(Inferruptions)

SHRIMATI RENUKA CHOWDHURY (KHAMMAM): Is it fully waived or is only 20 per cent waived? ...(Interruptions)
MR. SPEAKER: Please sit down,

st aspia @Y ; Hewg A angd|a€] (aaum)

e wWeiey @ A oft &1 9o [ 7 g €, oMy gy @t wa

=t amemia @ : 7ERg | R gEn ue &, 14 wed | Aewig oft 21

SHRIMATI RENUKA CHOWDHURY : Let us listen to what he has to say. ...(Inferruptions)

MR. SPEAKER: Shri Khaire, please ask your question. Mr. Minister, he is on another question.

st e Il (FsaR) @ TENE, Ier R e wew § B B wReN € 98 S-gHeR o9 g I W €, 1 § w € e
STEl B B EXEN €, 98 gec seides oo § e wwerd $ forg e i R o e 21 wow e @ i wens fhan o @ 2 @
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SHRIMATI RENUKA CHOWDHURY : How much?

SHRI JASWANT SINGH: The total interest. As to how it is done, please leave it to me. | assure you that the interest
will not be charged in such States which are drought-affected. Leave the methodology to me because | have to go
to the next point now.

The other point raised is that Maharasthra should also be included. ...(Interruptions) sma gf¥ | # Fen =mea € 5
wge AR @1 T W FTT TSd § 3T DY A0 A & A TE, TE WOn F B SR A9 TE ¢ gHat U@ it #1 98 wfeer

Tf F B g TENIg, aver A€ (aaur)

st T EIfaEn e "EeY, USRI, HERIG 1S SEl-oet HUH P WHN § 98 W d wWeR § T gE <9 7 99 ' et 1
&1 &€ (@aur)

MR. SPEAKER: Please let the Minister speak.

st Tsmia @Y : oegE wEied, 49 o WIvT F U wer o F Aeng @ gannd &= wifia e amd) endt w3 St 7 g 6 aeRg
HYHR T HRATE Y, SHD T a8 Fofg S8 7ERg wer W A€ (aaum)

eAE HEled | oY g qfod|

=t Tsmia WY e g R @ 5 wanra a7 werg & A R s iy g gead serite dftea 21 3ud an A st
HIGH & FifH A0 981 & R ® gD &, A © g9 ¢ oK o oy sremg ft €] gead B 44 uwde W o & 9 oft 98 Wea e @
AT el S| BT U6 TS € 6 e o1 Hge a @ fY arex W A1 |@rT At 8RR & "o | e 9 Uh-Ue | a9 8, 99
M feaer FRA| v wy-wy Tl g7 ft s @ fF grad & s dwn R

it fradt A7 7w & 5 udt de @ v F TN UE A 69w ®F ® O e fay @ a8t sree e e g 9 39N UEe avie |mor #
aran en| g Sfafrees @ e aren 7E 21 A€ (aum) = At Fe T € 49 Raene @ 9o @ e e d A F ft sman on wifew
AT I fora ol o el @ R oy gl @t @1 wee TUd ¥ gee o as vl o) ditag | 3€| (amEm)

At wraea e | waw ved § 98 e % g fws av # oo A wewl | St TR g5 4 o 5 "ERig B aEnd e it e
wifev| # fragT Fem awar § fF gana &7 @t gnon S @1 e B T SeR 50 TWER B 8 o7 I TEN S0 TE o §Edt °re
T FR E A A FE | TEP! AP WA §| AT T WO WER B AEN & 7ed 8| 4€] (T@aE) dTIHT FO FE & O o TR
Hied 15€] (armam)

MR. SPEAKER: | now go to the Motion for Consideration.
a€| (Interruptions)
13.49 hrs
(At this stage, Shri Prakash Paranjpe came
and sat on the floor near the Table.)
...(Interruptions)
MR. SPEAKER: The question is:

"That the Bill to give effect to the financial proposals of the Central Government for the financial year
2003-2004, be taken into consideration.”

The motion was adopted.
...(Interruptions)
st Twmia @ : snmer wEiey, @l off gt s & A F TR & arar €1 A€ (sgaum)

MR. SPEAKER: Mr. Minister, would you like to reply to the question on MPLAD that has been raised by the hon.
Members?

...(Interruptions)

MR. SPEAKER: | am asking the hon. Minister whether he would like to respond to the question on MPLADS



because it was raised by several Members.
...(Interruptions)
a€; (@aum)
st Rrarst Ay.arde () : v weeE, § Taf, de @ forg 39 T Ao o v LIA€) (@rum) T F TR IR TN W e d
§14€] (araar)

el A% HEWIG, W q@ &1 Ward &, § g @ wen A F Aeng § q@n #) 98 @ & A A @, 9% e e F 28 78 @ ey iR
feTeior T w97 §6 41 ¥ 7E Sv Afte fr wewg # O agd & sufen SHe! & @) wewd T 21 ¥ ey 7E o @feel o @
A HE &1 THY W61 §Y el 218€) (=aur)

st amwmia &Y @ va el Ft g T Fw w € 9w # TR @ aren T 216€] (armu)
At Rrarsht w7 : weR gl de B 97 B S| B e A8 & 78 WIGE] (er@a)

SHRI TARIT BARAN TOPDAR : Mr. Speaker, Sir, would you allow me to ask a question?...(Interruptions)a€|Many
things have been said about the middle-class, the rich, the industry and the firm owners. But not a single word has
been uttered about the working class and the peasantry....(Inferruptions)

13.52 hrs
(At this stage, Shri Prakash Paranjpe
went back to his seat.)

Clause-by-Clause Consideration
MR. SPEAKER: The House shall now take up clause-by-clause consideration of the Bill.
The question is:

"That clauses 2 to 4 stand part of the Bill. "

The motion was adopted.
Clause 2 to 4 were added o the Bill.
Clause 5 Amendment of Section 9
Amendment made:
Page 4,--
for lines 45 to 49 substitute4€”

"Provided further that where such broker, general commission agent or any other
agent works mainly or wholly on behalf of a non-resident (hereafter in this proviso
referred to as the principal non-resident) or on behalf of such non-resident and other
non-residents which are controlled by the principal non-resident or have a controlling
interest in the principal non-resident or are subject to the same common control as
the principal non-resident, he shall not be deemed to be a broker, general
commission agent or an agent of an independent status.

Explanation 3.4€"Where a business is carried on in India through a person referred
to in clause (a) or clause (b) or clause (c) of Explanation 2, only so much of income
as is attributable to the operations carried out in India shall be deemed to accrue or



arise in India.". (15)

(Shri Jaswant Singh)

MR. SPEAKER: The question is:
"That clause 5, as amended, stand part of the Bill."
The motion was adopted.,
Clause 5, as amended, was added to the Bill.
Clause 6 Amendment of Section 10
Amendments made:
Page 5, line 8,--

for "an insurance policy in respect of which the premium paid in" substitute "an insurance policy
issued on or after the 15! day of April, 2003 in respect of which the premium payable for" (16)

Page 5,--
after line 27, inserta€”

{ea) in clause (23C), in the ninth proviso, for the figures "2003", the figures "2004"
shall be substituted and shall be deemed to have been substituted with effect from
the 39 day of February, 2001;". (17)

Page 6,--
forlines 36 to 38, substituted€”

{36) any income arising from the transfer of a long-term capital asset, being an
eligible equity share in a company purchased on or after the 15! day of March, 2003

and before the 15! day of March, 2004 and held for a period of twelve months or
more.

Explanation.&€For the purposes of this clause, “eligible equity share" means,--

i. any equity share in a company being a constituent of BSE-500 Index of the Stock
Exchange, Mumbai as on the 15t day of March, 2003 and the transactions of
purchase and sale of such equity share are entered into on a recognised stock
exchange in India;

ii. any equity share in a company allotted through a public issue on or after the 15! day

of March, 2003 and listed in a recognised stock exchange in India before the 15! day
of March, 2004 and the transaction of sale of such share is entered into on a
recognised stock exchange in India.".

(18)
(Shri Jaswant Singh)

MR. SPEAKER: The question is:

"That clause 6 as amended, stand part of the Bill. "

The motion was adopted.
Clause 6, as amended, was added to the Bill.

Clause 7 Amendment of
Section 10A
Amendments made:
19. Page 6, -



Page 6, for lines 40 and 41, substitute-

‘(a) for sub-section (1A), the following sub-
sections shall be substituted with effect from the

15t day of April, 2004, namely:-

"(1A) Notwithstanding anything contained in
sub-section (1), the deduction, in computing
the total income of an undertaking, which
begins to manufacture or produce articles or
things or computer software during the
previous year relevant to any assessment
year commencing on or after the 1st day of
April, 2003, in any special economic zone,
shall be,-

(i) hundred per cent. of profits and gains
derived from the export of such articles
or things or computer software for a
period of five consecutive assessment
years beginning with the assessment
year relevant to the previous year in
which the undertaking begins to
manufacture or produce such articles or
things or computer software, as the
case may be, and thereafter, fifty per
cent. of such profits and gains for
further two consecutive assessment
years, and thereafter;

(i) for the next three consecutive
assessment years, so much of the
amount not exceeding fifty per cent. of
the profits as is debited to the profit and
loss account of the previous year in
respect of which the deduction is to be
allowed and credited to a reserve
account (to be called the "Special
Economic Zone Re-investment
Allowance Reserve Account”) to be
created and utilised for the purposes of
the business of the assessee in the
manner laid down in sub-section (1B).

(1B) The deduction under clause (i) of sub-
section (1A) shall be allowed only if the
following conditions are fulfilled, namely:-

(a) the amount credited to the
Special Economic Zone Re-
investment Allowance Reserve
Account is to be utilised-

(i) for the purposes of
acquiring new machinery or
plant which is first put to use
before the expiry of a period
of three years next following
the previous year in which the
reserve was created; and

(ii) until the acquisition of new
machinery or plant as
aforesaid, for the purposes of
the business of the
undertaking other than for
distribution by way of
dividends or profits or for
remittance outside India as
profits or for the creation of
any asset outside India;

a. the particulars, as may be prescribed in
this behalf, have been furnished by the
assessee in respect of new machinery




or plant along with the return of income
for the assessment year relevant to the
previous year in which such plant or
machinery was first put to use.

(1C) Where any amount credited to the
Special Economic Zone Re-investment
Allowance Reserve Account under
clause (i) of sub-section (1A),-

(a) has been utilised for any
purpose other than those referred
to in sub-section (1B), the amount
so utilised; or

(b) has not been utilised before the
expiry of the period specified in
sub-clause (i) of clause (a) of sub-
section (1B), the amount not so
utilised,

shall be deemed to be the profits, -

(i) in a case referred to in clause
(a), in the year in which the amount
was so utilised; or

(ii) in a case referred to in clause
(b), in the year immediately
following the period of three years
specified in sub-clause (i) of clause
(a) of sub-section (1B),

and shall be charged to tax
accordingly.";

(ab) in sub-section (4), for the word, brackets and
figure "sub-section (1)", the words, brackets,
figures and letter "sub-sections (1) and (1A)" shall
be substituted;'.

20 Page 6, after line 43, insert -
‘(ba) in sub-section (6),-

(A) in clause (i), after the words "relevant
assessment years", the words, figures and letters
“ending before the 15t day of April, 2001" shall be
inserted and shall be deemed to have been
inserted with effect from the 15! day of April, 2001;

(B) in clause (ii), after the words "relevant
assessment years", the words, figures and letters
"ending before the 15t day of April, 2001" shall be
inserted and shall be deemed to have been
inserted with effect from the 15! day of April, 2001".

(Shri Jaswant Singh)

MR. SPEAKER: The question is:

"That clause 7, as amended, stand part of the Bill. "

The motion was adopted.
Clause 7, as amended, was added to the Bill.

Clause 8 Amendment of



Section 10B
Amendment made:

21.Page 7, -

for line 7 to 21, substitute -

8. In section 10B of the Income-tax Act,-

(a) in sub-section (6), with effect from the 1t day of April,
2001,-

(A) in clause (i), after the words "relevant assessment
years", the words, figures and letters "ending before
the 15t day of April, 2001" shall be inserted and shall
be deemed to have been inserted;

(B) in clause (ii), after the words "relevant
assessment years", the words, figures and letters
"ending before the 1 day of April, 2001" shall be
inserted and shall be deemed to have been inserted;

b. after sub-section (7), the following sub-section shall
be inserted with effect from the 1%t day of April, 2004,
namely:-

"(7A) Where any undertaking of an Indian
company which is entitled to the deduction under
this section is transferred, before the expiry of the
period specified in this section, to another Indian
company in a scheme of amalgamation or
demerger-

(a) no deduction shall be admissible under this
section to the amalgamating or the demerged
company for the previous year in which the
amalgamation or the demerger takes place; and

(b) the provisions of this section shall, as far as
may be, apply to the amalgamated or resulting
company as they would have applied to the
amalgamating or the demerged company if the
amalgamation or the demerger had not taken
place.",

(c) sub-sections (9) and (9A) shall be omitted with
effect from the 15! day of April, 2004;

(d) Explanation 1 shall be omitted with effect from
the 15t day of April, 2004;

(e) after Explanation 3, the following Explanation
shall be inserted at the end, with effect from the
15t day of April, 2004, namely:-

"Explanation 4.- For the purposes of this
section, "manufacture or produce” shall
include the cutting and polishing of precious
and semi-precious stones.". .

(Shri Jaswant Singh)
MR. SPEAKER: The question is:
"That clause 8, as amended, stand part of the Bill."
The motion was adopted.
Clause 8, as amended, was added to the Bill.
Clauses 9 and 10 were added to the Bill.



Motion Re: Suspension of Rule 80(1)
SHRIJASWANT SINGH: Sir, | beg to move:

"That this House do suspend clause (i) of rule 80 of the Rules of Procedure and Conduct of Business in Lok
Sabha insofar as it requires that an amendment shall be within the scope of the Bill and relevant to the subject
matter of the clause to which it relates, in its application to Government amendment No.22 to the Finance Bill,
2003 and that this amendment may be allowed to be moved.”

MR. SPEAKER: The question is:

"That this House do suspend clause (i) of rule 80 of the Rules of Procedure and Conduct of Business in
Lok Sabha insofar as it requires that an amendment shall be within the scope of the Bill and

relevant to the subject matter of the clause to which it relates, in its application to Government
amendment No.22 to the Finance Bill, 2003 and that this amendment may be allowed to be moved."

The motion was adopted.
New Clause 10A Amendment of

Section 12
Amendment made:
Page 7, -
afterline 31, inserta€”

10A. In section 12 of the Income-Tax Act, in 10A (New)

sub-section (3), for the figures "2003", the

figures "2004", shall be substituted and shall

be deemed to have been substituted with
effect from the 39 day of February, 2001. (22)

(Shri Jaswant Singh)
MR. SPEAKER: The question is:
"That New Clause 10A be added to the Bill."
The motion was adopted.
New Clause 10A was added to the Bill.
Motion Re: Suspension of Rule 80 (i)
SHRI JASWANT SINGH: | beg to move:

"That this House do suspend clause (i) of rule 80 of the Rules of Procedure and Conduct of Business in
Lok Sabha insofar as it requires that an amendment shall be within the scope of the Bill and relevant to
the subject matter of the clause to which it relates, in its application to Government amendment No.23 to
the Finance Bill, 2003 and that this amendment may be allowed to be moved."

MR. SPEAKER: The question is:

"That this House do suspend clause (i) of rule 80 of the Rules of Procedure and Conduct of Business in
Lok Sabha insofar as it requires that an amendment shall be within the scope of the Bill and relevant to
the subject matter of the clause to which it relates, in its application to Government amendment No.23 to
the Finance Bill, 2003 and that this amendment may be allowed to be moved."

The motion was adopted.

New Clause 10B Amendment of



Section 13 A

Amendment made:

Page 7, after line 31, - insert -

10B. In section 13A of the Income-Tax Act, after 10B (New)
the words "Income from other sources or" the

words "Capital gains or" shall be inserted and

shall be deemed to have been inserted with

effect from the 15! day of April 1979.". (23)

(Shri Jaswant Singh)
MR. SPEAKER: The question is:
"That New Clause 10B be added to the Bill."
The motion was adopted.
New Clause 10B was added to the Bill.
Clauses 11 to 13 were added to the Bill.

Clause 14 Amendment of
Section 33 AB

Amendments made:
Page 7 line 50,
for "and coffee development account" substitute ", coffee
development account and rubber development account”. (24)
Page 8, line 4,--
after "coffee" insert "or rubber" (25)
Page 8, line 8,--
after "the Coffee Board" insert " or the Rubber Board" (26)
Page 8, line 13,--
after "the Coffee Board", insert "or the Rubber Board" (27)
Page 8,--
forlines 16 to 24 substitute4€”
"(d) for sub-section (4) the following sub-section shall be substituted, namely:-

(4) Notwithstanding anything contained in sub-section (3) where any amount standing to the credit of the
assessee in the special account or in the Deposit Account is released during any previous year by the
National Bank or withdrawn by the assessee from the Deposit Account and such amount is utilised for the
purchase of". (28)

Page 8a€”

after line 42, inserta€”

‘(ab) "Rubber Board" means the Rubber Board 24 of 1947
constituted under sub-section (1) of section 4
of the Rubber Board Act, 1947;' (29)



(Shri Jaswant Singh)
MR. SPEAKER: The question is:
"That clause 14, as amended, stand part of the Bill."
The motion was adopted.
Clause 14, as amended, was added to the Bill.
Motion Re: Suspension of Rule 80 (i)
SHRIJASWANT SINGH: | beg to move:

"That this House do suspend clause (i) of rule 80 of the Rules of Procedure and Conduct of Business in
Lok Sabha insofar as it requires that an amendment shall be within the scope of the Bill and relevant to
the subject matter of the clause to which it relates, in its application to Government amendment No.30 to
the Finance Bill, 2003 and that this amendment may be allowed to be moved."

MR. SPEAKER: The question is:

"That this House do suspend clause (i) of rule 80 of the Rules of Procedure and Conduct of Business in
Lok Sabha insofar as it requires that an amendment shall be within the scope of the Bill and relevant to
the subject matter of the clause to which it relates, in its application to Government amendment No.30 to
the Finance Bill, 2003 and that this amendment may be allowed to be moved."

The motion was adopted.

New Clause 14A Amendment of
Section 33AC
Amendment made:
Page 8,

after line 42 insert-

'‘Amendment of 14A. In section 33AC of the Income-Tax Act, with 14A
section 33AC  effect from the 15t day of April, 2004, (New)

a. in sub-section (3), in clause (c), for the words
"eight years", the words "three years" shall be
substituted;

b. after sub-section (3) and before the
Explanation, the following sub-section shall be
inserted, namely:-

"(4) Where the ship is sold or otherwise transferred
(other than in any scheme of demerger) after the
expiry of the period specified in clause (c) of sub-
section (3) and the sale proceeds are not utilised for
the purpose of acquiring a new ship within a period
of one year from the end of the previous year in
which such sale or transfer took place, such sale
proceeds shall be deemed to be the profits of the
assessment year immediately following the previous
year in which the ship is sold or transferred.".". (30)

(Shri Jaswant Singh)
MR. SPEAKER: The question is:
"That New Clause 14A be added to the Bill."
The motion was adopted.



New Clause 14A was added to the Bill.
Clause 15 was added to the Bill.

Clause 16 Amendment of

Section 40

Amendments made:
Page 9, line 24,

for "under Chapter XVII-B", substitute "before the expiry of the time prescribed under sub-section (1) of
section 200 and in accordance with other provisions of Chapter XVII-B". (31)

Page 9, line 26,
for "XVII-B and paid", substitute "XVII-B or paid". (32)
Page 9, line 27.—
for “tax has been deducted and paid", substitute "tax has been paid". (33)
Page 9,--
omit lines 28 to 31. (34)
(Shri Jaswant Singh)
MR. SPEAKER: The question is:
"That clause 16, as amended, stand part of the Bill."
The motion was adopted.
Clause 16, as amended, was added to the Bill.
Clauses 17 to 24 were added to the Bill.

14.00 hrs.
Clause 25 Insertion of New
Section 44 DA
Amendment made:
Page 11, line 2,-

after "the report of such audit", insert "in the prescribed form". (35)
(Shri Jaswant Singh)
MR. SPEAKER: The question is:
"That clause 25, as amended, stand part of the Bill."
The motion was adopted.
Clause 25, as amended, was added fo the Bill.
Clauses 26 to 29 were added to the Bill.
Clause 30 Amendment of

Section 72 A



Amendment made:
Pagel1,--
for lines 51 and 52, substituted€”

"('i ) has been engaged in the business, in which the accummulated loss occurred or depreciation
remains unabsorbed, for three or more years;" (36)

(Shri Jaswant Singh)

MR. SPEAKER: The question is:
"That clause 30, as amended, stand part of the Bill."
The motion was adopted.
Clause 30, as amended, was added to the Bill.
Clause 31 was added to the Bill.
Clause 32 Substitution of new section
for section 80 DDB
Amendments made:
Page 13, line 25,--
for "incurred any expenditure", substitute "paid any amount". (37)

Page 13,—

for lines 30 to 32, substitutea€”

"the assessee shall be allowed a deduction of the amount actually paid or a sum of forty
thousand rupees, whichever is less, in respect of that previous year in which such amount was
actually paid;". (38)

Page 13, line 40,--
for the words "expenditure incurred", substitute "amount actually paid". (39)

(Shri Jaswant Singh)

MR. SPEAKER: The question is:
"That clause 32, as amended, stand part of the Bill."
The motion was adopted.
Clause 32, as amended, was added to the Bill.

off Tseia 9N ; areng SR, Tl o F a gen? d il i @ aw A quen A g
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Motion Re: Suspension of Rule 80(i)
SHRI JASWANT SINGH: Sir, | beg to move:

"That this House do suspend clause (i) of rule 80 of the Rules of Procedure and Conduct of Business in Lok
Sabha in so far as it requires that an amendment shall be within the scope of the Bill and relevant to the subject
matter of the clause to which it relates, in its application to Government amendment No. 40 to the Finance Bill,
2003 and that this amendment may be allowed to be moved."

MR. SPEAKER: The question is:

"That this House do suspend clause (i) of rule 80 of the Rules of Procedure and Conduct of Business in

Lok Sabha in so far as it requires that an amendment shall be within the scope of the Bill and relevant to
the subject matter of the clause to which it relates, in its application to Government amendment No. 40 to
the Finance Bill, 2003 and that this amendment may be allowed to be moved."



The motion was adopted.

New Clause 32A Amendment of
Section 80G

Amendment made:

Page 14, after line 9, inserta€”

"32A. In section 80G of the Income-tax Act, in sub-section (5C) with effect from the 3™ day of
February, 2001,--

a. In clause (iii), for the figures "2003", the figures "2004" shall be substituted and shall be deemed
to have been substituted;

b. In clause (iv), for the figures "2003", at both the places where they occur, the figures "2004"
shall be substituted and shall be deemed to have been substituted;

c. In clause (v), for the figures "2003", the figures "2004" shall be substituted and shall be deemed
to have been substituted.” (40)

(Shri Jaswant Singh)

MR. SPEAKER: The question is:
"That New Clause 32A be added to the Bill."
The motion was adopted.
New Clause 32A was added to the Bill.
Motion Re: Suspension of Rule 80(i)
SHRI JASWANT SINGH: Sir, | beg to move:

"That this House do suspend clause (i) of rule 80 of the Rules of Procedure and Conduct of Business in

Lok Sabha in so far as it requires that an amendment shall be within the scope of the Bill and relevant to
the subject matter of the clause to which it relates, in its application to Government amendment No. 41 to
the Finance Bill, 2003 and that this amendment may be allowed to be moved."

MR. SPEAKER: The question is:

"That this House do suspend clause (i) of rule 80 of the Rules of Procedure and Conduct of Business in

Lok Sabha in so far as it requires that an amendment shall be within the scope of the Bill and relevant to
the subject matter of the clause to which it relates, in its application to Government amendment No. 41 to
the Finance Bill, 2003 and that this amendment may be allowed to be moved."

The motion was adopted.
New Clause 32B Amendment of
Section 80 HHC
Amendment made:
1. Page 14-

after line 9, insert -

32B. In section 80HHC of the Income-tax Act, with effect
from the 15t day of April, 2004 -

(a) in sub-section(4), the following proviso shall be
inserted, namely:-

"Provided that in the case of an undertaking referred
to in sub-section (4C), the assessee shall also furnish
along with the return of income, a certificate from the
undertaking in the special economic zone containing
such particulars as may be prescribed, duly certified
by the auditor auditing the accounts of the
undertaking in the special economic zone under the




provisions of this Act or under any other law for the
time being in force.";

(b) after sub-section (4B) and before the Explanation, the
following sub-section shall be inserted, namely:-

"(4C) The provisions of this section shall apply to an
assessee,-

a. for an assessment year beginning after the 315! day
of March, 2004 and ending before the 15! day of April,
2005;

b. who owns any undertaking which manufactures or
produces goods or merchandise anywhere in India
(outside any special economic zone) and sells the
same to any undertaking situated in a special
economic zone which is eligible for deduction under
section 10A and such sale shall be deemed to be
export out of India for the purposes of this section.";

(c)in the Explanation occurring at the end, after clause (d),
the following clause shall be inserted, namely:-

"(e) "special economic zone" shall have the meaning
assigned to it in clause (viii) of the Explanation 2 to
section 10A.".".

(Shri Jaswant Singh)

MR. SPEAKER: The question is:
"That New Clause 32B be added to the Bill."

The motion was adopted.
New Clause 32B was added to the Bill.
Clause 33 was added to the Bill.
Clause 34 Amendment
of Section
80-1B
Page 14.-
42. For lines 27 to
40, substitute -
34. In section 80-IB of the
Income-tax Act,-
(a) in sub-section (4), after
the second proviso, the
following proviso shall be




inserted with effect from the
18t day of April, 2004,
namely:-

"Provided also that no
deduction under this
sub-section shall be
allowed for the
assessment year
beginning on the 1t
day of April, 2004 or
any subsequent year
to any undertaking or
enterprise referred to
in sub-section (2) of
section 80-IC.";

(b) in sub-section (8A), in
clause (jii), for the figures,
letters and words "1t day
of April, 2003", the figures,
letters and words "1 day
of April, 2004" shall be
substituted with effect from
the 18t day of April, 2004;

(c) in sub-section (10), with
effect from the 1t day of
April, 2002,-

(i) in the opening
portion, for the
figures, letters and
words "31% day of
March, 2001", the
figures, letters and
words "31% day of
March, 2005" shall be
substituted and shall
be deemed to have
been substituted;

(i) in clause (a), the
words, figures and
letters "and completes
the same

before the 31% day of
March, 2003" shall be
omitted and shall be
deemed to have been
omitted;

(d) in sub-section (11), for
the figures, letters and
words 315 day of March,
2003", the figures, letters
and words "1%t day of April,
2004" shall be substituted
with effect from the 15t day
of April, 2004.".

(Shni Jaswant Singh)
MR. SPEAKER: The question is:
"That clause 34, as amended, stand part of the Bill."
The motion was adopted.
Clause 34, as amended, was added to the Bill.
Clauses 35 and 36 vere added o the Bill.
Motion Re: Suspension of Rule 80(i)
SHRIJASWANT SINGH: Sir, | beg fo move:

"That this House do suspend clause (i) of rule 80 of the Rules of Procedure and Conduct of Business in Lok Sabha in
so far as it requires that an amendment shall be within the scope of the Bill and relevant to the subject matter of the
clause to which it relates, in its application to Government amendment No.43 to the Finance Bill, 2003 and that this
amendment may be allowed to be moved."



MR. SPEAKER: The question is:

"That this House do suspend clause (i) of rule 80 of the Rules of Procedure and Conduct of Business in
Lok Sabha in so far as it requires that an amendment shall be within the scope of the Bill and relevant to
the subject matter of the clause to which it relates, in its application to Government amendment No.43 to

the Finance Bill, 2003 and that this amendment may be allowed to be moved."

The motion was adopted.
New Clause 36A Insertion of new
Section 80 LA
Amendment made:
43 Page 16, after line 27, insert-

36A. After section 80L of the Income-tax Act, the following
section shall be inserted with effect from the 15! day of April,
2004, namely:-

"80LA. (1) Where the gross total income of an assessee,-

(i) being a scheduled bank (not being a bank incorporated by or
under the laws of a country outside India);

(i) owning an offshore banking unit in a special economic zone,

includes any income referred to in sub-section (2), there shall be
allowed, in accordance with and subject to the provisions of this
section, a deduction from such income, of an amount equal to-

a. one hundred per cent. of such income for three
consecutive assessment years beginning with the
assessment year relevant to the previous year in which the
permission, under clause (a) of sub-section (1) of section
23 of the Banking Regulation Act, 1949, was obtained , and
thereafter;

b. fifty per cent. of such income for two consecutive
assessment years.

(2) The income referred to in sub-section (1) shall be the income

a. from an offshore banking unit in a special economic zone;

b. from the business, referred to in sub-section (1) of section
6 of the Banking Regulation Act, 1949 , with an undertaking
located in a special economic zone or any other
undertaking which develops, develops and operates or
operates and maintains a special economic zone;

c. received in convertible foreign exchange, in accordance
with the regulations made under the Foreign Exchange
Management Act, 1999.

(3) No deduction under this section shall be allowed unless
the assessee furnishes along with the return of income, -

(i) in the prescribed form, the report of an accountant as
defined in the Explanation below sub-section (2) of section
288, certifying that the deduction has been correctly
claimed in accordance with the

provisions of this section; and

(ii) a copy of the permission obtained under clause (a) of
sub-section (1) of section 23 of the Banking Regulation Act,
1949.

Explanation.-For the purposes of this section,-

(a) "convertible foreign exchange" shall have the same
meaning assigned to it in clause (a) of the Explanation
below sub-section (4C) of section 80 HHC;

(b) "Offshore Banking Unit" means a branch of a bank in

10 of 1949

10 of 1949

42 of 1999




India located in the special economic zone and has
obtained the permission under clause (a) of sub-section (1)
of section 23 of the Banking Regulation Act, 1949;

(c) "scheduled bank" shall have the same meaning
assigned to it in clause (e) of section 2 of the Reserve 10 of 1949
Bank of India Act, 1934,

d. "special economic zone" shall have the same meaning
assigned to it in clause (viii) of the Explanation 2 to section
10A".".

10 of 1949

2 of 1934

(Shri Jaswant Singh)

MR. SPEAKER: The question is:
"That new clause 36A be added to the Bill."
The motion was adopted.
New Clause 36A was added to the Bill.
Clauses 37 to 39 were added to the Bill.
Clause 40 Substitution of new section
for Section 80 U
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MR. SPEAKER: | shall now put amendment Nos.68 and 69 to clause 40 moved by Shri Rajo Singh to the vote of
the House.

The amendments were put and negatived.
MR. SPEAKER: The question is:
"That clause 40 stand part of the Bill."

The motion was adopted.
Clause 40 was added to the Bill.
Clauses 41 and 42 were added to the Bill.
Clause 43 Amendment of
Section 90

Amendment made:
Page 19, line 30,-



for "under this Act or under the corresponding law"
substifute "under this Act and under the corresponding law". (44)
(Shri Jaswant Singh)

MR. SPEAKER: The question is:
"That clause 43, as amended, stand part of the Bill.
The motion was adopted.
Clause 43, as amended, was added to the Bill.
Clauses 44 to 67 were added to the Bill.
Motion Re: Suspension of Rule 80(i)
SHRI JASWANT SINGH: Sir, | beg to move:

"That this House do suspend clause (i) of rule 80 of the Rules of Procedure and Conduct of Business in

Lok Sabha in so far as it requires that an amendment shall be within the scope of the Bill and relevant to
the subject matter of the clause to which it relates, in its application to Government amendment No. 45 to
the Finance Bill, 2003 and that this amendment may be allowed to be moved."

MR. SPEAKER: The question is:

"That this House do suspend clause (i) of rule 80 of the Rules of Procedure and Conduct of Business in

Lok Sabha in so far as it requires that an amendment shall be within the scope of the Bill and relevant to
the subject matter of the clause to which it relates, in its application to Government amendment No. 45 to
the Finance Bill, 2003 and that this amendment may be allowed to be moved."

The motion was adopted.
New Clause 67TA Amendment of

Section 194 A

Amendment made:
Page 24, -
after line 27, insert -

"67A. In section 194A of the Income-tax Act, in sub-section (3), after clause
(viii) and before the Explanation, the following clause shall be inserted with
effect from the 15! day of June, 2003, namely:-

"(ix) to such income credited or paid by way of interest on the
compensation amount awarded by the Motor Accidents Claims
Tribunal where the amount of such income or, as the case may be,
the aggregate of the amounts of such income credited or paid during
the financial year does not exceed fifty thousand rupees.".". (45)

(Shri Jaswant Singh)
MR. SPEAKER: The question is:
"That new clause 67A be added to the Bill."
The motion was adopted.
New Clause 67A was added to the Bill.
Clauses 68 to 79 were added to the Bill.
Clause 80 Amendment of
Section 206C
Amendment made:

46. 80



Page 26,
for lines 18 to 21, substitute —
'(b) in the Explanation below sub-section (11),-

(A) in clause (a), for sub-clauses (i) to (iii), the following sub-
clauses shall be substituted, namely:-

"(i) a public sector company, or

(i) a buyer in the retail sale of such goods
obtained in pursuance of such sale;";

(B) for clause (b), the following clauses shall be substituted,
namely:-

‘(b) "scrap" means waste and scrap from the
manufacture or mechanical working of materials which
is definitely not usable as such because of breakage,
cutting up, wear and other reasons;

+ "seller" means the Central Government, a State
Government or any local authority or corporation or
authority established by or under a Central, State or
Provincial Act, or any company or firm or co-operative
society and also includes an individual or a Hindu
undivided family whose total sales, gross receipts or
turnover from the business or profession carried on by
him exceed the monetary limits specified under clause
(a) or clause (b) of section 44AB during the financial
year immediately preceding the financial year in which
the goods of the nature specified in the Table in sub-
section (1) are sold.".".

(ShriJaswant Singh)

MR. SPEAKER: The question is:
"That clause 80, as amended, stand part of the Bill.
The motion was adopted.
Clause 80, as amended, was added to the Bill.
Clauses 81 to 91 were added to the Bill.
Clause 92 Insertion of Thirteenth and
Fourteenth Schedules

Amendments made:
Page 29, lines 4to 7,

for "under National Informatics Centre (NIC) classification”, substitute "under National Industrial Classification
(NIC)". (47)

Page 30, lines 2 to 5,

for "under National Informatics Centre (NIC) classification”, substitute "under National Industrial Classification
(NIC)". (48)

(Shri Jaswant Singh)
MR. SPEAKER: The question is:
"That clause 92, as amended, stand part of the Bill.

The motion was adopted.



Clause 92, as amended, was added to the Bill.

Clauses 93 to 125 were added to the Bill.

Motion Re: Suspension of Rule 80(i)

SHRIJASWANT SINGH: Sir, | beg to move:

"That this House do suspend clause (i) of rule 80 of the Rules of Procedure and Conduct of Business in Lok
Sabha in so far as it requires that an amendment shall be within the scope of the Bill and relevant to the subject
matter of the clause to which it relates, in its application to Government amendment No. 49 to the Finance Bill,
2003 and that this amendment may be allowed to be moved."

MR. SPEAKER: The question is:

"That this House do suspend clause (i) of rule 80 of the Rules of Procedure and Conduct of Business in

Lok Sabha in so far as it requires that an amendment shall be within the scope of the Bill and relevant to
the subject matter of the clause to which it relates, in its application to Government amendment No. 49 to
the Finance Bill, 2003 and that this amendment may be allowed to be moved."

The motion was adopted.
New Clause 125A Amendment of

First Schedule

Amendment made:
49.
Page 38, after line 40, insert-
'125A. In the First Schedule to the Customs Tariff Act, with effect 125 A (New)
from such date as the Central Govemment may, by notification in the Official Gazette, appoint, in Chapter 15,-

i. intariffitem 1516 10 00, for the entry in column (4), the entry "100 %" shall be substifuted;
ii. in tariffitem 1516 20 11, for the entry in column (4), the entry "100 %" shall be substituted;
iii. in tariffitem 1516 20 19, for the entry in column (4), the entry "100 %" shall be substituted;
iv. in tariffitem 1516 20 21, for the entry in column (4), the entry "100 %" shall be substituted;
v. in tariffitem 1516 20 29,for the entry in column (4), the entry "100 %" shall be substituted;
vi. in tariffitern 1516 20 31, for the entry in column (4), the entry "100 %" shall be substituted;
vii. in tariff item 1516 20 39, for the entry in column (4), the entry "100 %" shall be substituted;
viii. in tariffitem 1516 20 91, for the entry in column (4), the entry "100 %" shall be substituted;
ix. in tariffitem 1516 20 99, for the entry in column (4), the entry "100 %" shall be substituted;
X in tariffitem 1517 10 10,for the entry in column (4), the entry "100 %" shall be substituted;
Xi. in tariffitem 1517 10 21,for the entry in column (4), the entry "100 %" shall be substituted;
xii. in tariffitem 1517 10 22, for the entry in column (4), the entry "100 %" shall be substituted;
Xii. in tariffitem 1517 10 29, for the entry in column (4), the entry "100 %" shall be substituted;
Xiv. in tariffitem 1517 90 10, for the entry in column (4), the entry "100 %" shall be substituted;
xv. in tariff item 1517 90 20,for the entry in column (4), the entry "100 %" shall be substituted;
xvi. in tariffitem 1517 90 30,for the entry in column (4), the entry "100 %" shall be substituted;
xvii. in tariff item 1517 90 40, for the entry in column (4), the entry "100 %" shall be substituted;
xiii. in tariffitem 1517 90 90, for the entry in column (4), the entry "100 %" shall be substituted;
Xix. in tariffitem 1518 00 11, for the entry in column (4), the entry "100 %" shall be substituted;
xx. in tariff item 1518 00 19, for the entry in column (4), the entry "100 %" shall be substituted;
xi. in tariffitem 1518 00 21, for the entry in column (4), the entry "100 %" shall be substifuted;
x«ii. in tariffitem 1518 00 29, for the entry in column (4), the entry "100 %" shall be substituted;
xdii. in tariff item 1518 00 31, for the entry in column (4), the entry "100 %" shall be substituted;
xiiv. in tariff item 1518 00 39, for the entry in column (4), the entry "100 %" shall be substifuted;
xxv. intariffitem 1518 00 40, for the entry in column (4), the entry "100 %" shall be substituted.".

(Shni Jaswant Singh)

MR. SPEAKER: The question is:
"That Newclause 125A be added to the Bill."

The motion was adopted.
Newclause 125A was added fo the Bill.
Clauses 126 to 128 were added to the Bill.



Clause 129 Amendment of

Section4 A

Amendment made:
Page 39,—
for lines 38 to 40, substitute&€”

“then, such goods shall be liable to confiscation and the retail sale price of such goods shall be ascertained in the prescribed
manner and such price shall be deemed to be the retail sale price for the purposes of this section”. (560)

(Shri Jaswant Singh)

MR. SPEAKER: The question is:

"That clause 129, as amended, stand part of the Bill."

The motion was adopted.
Clause 129, as amended, was added to the Bill.
Clauses 130 to 149 were added to the Bill.
Clause 150 Modification of Act
32 of 1994
Amendments made:
(i)Page 45, line 44,

for "shall have and shall be deemed”, substitute "shall have effect and be deemed always"; (51)

Page 45, line 57,—
for "to be a person", substitute "always to have been a person". (52)
(Shri Jaswant Singh)
MR. SPEAKER: The question is:

"That clause 150, as amended, stand part of the Bill.”

The motion was adopted.
Clause 150, as amended, was added to the Bill.
Clause 151 Amendment of Act
32 of 1994
Amendments made:
Page 46, in line 32,—

for "maxicab", substitute "light motor vehicle"; (53)

Page 49,~
after line 42, inserta€”

‘(61A) "light motor vehicle" means any motor vehicle constructed or adapted to carry more than six passengers, but not
more than twelve passengers, excluding the driver,"; (54)

Page 54, in line 6, -

for "maxicab”, substitute "light motor vehicle"; (55)
Page 55, in line 20, -

for "maxicab", substitute "light motor vehicle"; (56)
Page 55, in line 29, -

for "maxicab", substitute "light motor vehicle"; (57)

(Shri Jaswant Singh)



SHRIPAWAN KUMAR BANSAL (CHANDIGARH): Sir, | beg to move:
Page 48, line 5 and 6,

for
"with or without issuance of a certificate and includes coaching or tutorial classes but does not
include pre-school coaching and training centre™

substitute
"but does not include coaching or tutorial classes by an individual or a group of individuals
numbering not more than three and pre-school coaching and training centre” (1)

Page 49,~

for lines 45 to 49

substitute
'(63) "maintenance or repair” means any service provided by any person under a maintenance
contract or agreement in relation to maintenance or repair or servicing of any goods or equipment
other than motor vehicles' (2)

Page 50,-

for lines 31 and 32

substitute
'(78) "photography studio or agency” means a commerical concern engaged in the business of
rendering service relating to photography but does not include a self-employed individual
photographer” (3)

Page 54,-

after line 50 insert —
"provided that a service shall not be taxable if its value does not exceed rupees two hundredf and

where it involves a contract or agreement for maintenance or repair, the service provider is a self-
employed mason, plumber, electrician, painter, mechanic or any other casual worker" (4)
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MR. SPEAKER: | shall now put amendment Nos. 1, 2, 3, and 4 moved by Shri Pawan Kumar Bansal and
amendment Nos. 70 and 71 moved by Shri Rajo Singh to the vote of the House.

The amendments were put and negatived.
MR. SPEAKER: The question is:
"That clause 151, as amended, stand part of the Bill."
The motion was adopted.
Clause 151, as amended, was added to the Bill.
Clauses 152 to 158 were added to the Bill.
Clause 159 Amendment of
Second Schedule to

Act 21 of 1998



SHRI PAWAN KUMAR BANSAL (CHANDIGARH): | beg to move:
Page 60, line 45, -

for "One rupee and fifty paise per litre"

substitute "One rupee and ten paise per litre" (5)

MR. SPEAKER: | shall now put the amendment No. 5 moved by Shri Pawan Kumar Bansal to the vote of the
House.

The amendment was put and negatived.
MR. SPEAKER: The question is:

"That clause 159 stand part of the Bill."

The motion was adopted.
Clause 159 was added to the Bill.
Clauses 160 and 161 were added to the Bill.
The First Schedule
SHRI PAWAN KUMAR BANSAL (CHANDIGARH): | beg to move:
1. Page 61, -

For lines 9 to 28 substitute, - First

Rates of income-tax Schedule

(1) Where the total income NIL

does not exceed

Rs. 1,00,000

(2) Where the total income 20 percent of the
exceeds Rs. 1,00,000 but amount by which the
does not exceed total income exceeds 16

Rs. 2,00,000 Rs. 1,00,000

(3) Where the total income Rs. 20,000 plus 25 per
exceeds Rs. 2,00,000 but cent of the amount by
does not exceed which the total income

Rs. 5,00,000 exceeds Rs. 2,00,000

(4) Where the total income Rs. 95,000 plus 30 per
exceeds Rs. 5,00,000 cent of the amount by
which total income

exceeds Rs. 5,00,000

2. Page 61, -

for lines 31 to 40 substitute, - First

Rates of income-tax Schedule

(1) Where the total income NIL

does not exceed

Rs. 1,00,000

(2) Where the total income 20 percent of the
exceeds Rs. 1,00,000 but amount by which the
does not exceed total income exceeds 16

Rs. 2,00,000 Rs. 1,00,000



(3) Where the total income Rs. 20,000 plus 25 per
exceeds Rs. 2,00,000 but cent of the amount by
does not exceed which the total income
Rs. 5,00,000 exceeds Rs. 2,00,000
(4) Where the total income Rs. 95,000 plus 30 per
exceeds Rs. 5,00,000 cent of the amount by
which total income
exceeds Rs. 5,00,000

3. Page 61, line 44,- First

for "35 per cent" Schedule
Substitute "30 per cent"
4. Page 62,- First
for lines 9 to 11 Schedule
substitute- "There shall be no surcharge on
income-tax”
10. Page 62, line 29- First for "40 per cent" Schedule
Substitute "42 per cent"
11. Pages 64 and 65- First for line 53 and lines 1 to 10 respectively Schedule
Substitute " There shall be no surcharge on
Income-tax
12. Page 65,- First for line 36 to 47 Schedule
Substitute " There shall be no surcharge on
Income-tax
13. Page 66,- First for line 10 to 12 Schedule
Substitute " There shall be no surcharge on
Income-tax
14 Page 66,- First for line 46 to 48 Schedule
Substitute " There shall be no surcharge on

Income-tax
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MR. SPEAKER: | shall now put amendment Nos. 6 to 14 moved by Shri Pawan Kumar Bansal and also amendment
Nos. 72 to 86 moved by Shri Rajo Singh to the vote of the House.

The amendments were put and negatived.
MR. SPEAKER: The question is:

"That the First Schedule stand part of the Bill."
The motion was adopted.
The First Schedule was added to the Bill.
The Second Schedule, the Third Schedule and the Fourth Schedule were
added to the Bill.

Fifth Schedule
Amendment made:



Page 73, in line 8, -

for "the First Schedule", substitute "the said First Schedule". (58)

MR. SPEAKER: The question is:

"That the Fifth Schedule, as amended, stand part of the Bill."

The motion was adopted.

The Fifth Schedule, as amended, was added to the Bill.

(Shri Jaswant Singh)

The Sixth Schedule, the Seventh Schedule, the Eighth Schedule and the Ninth Schedule were added to the Bill.

Tenth Schedule

Amendment made:

wii.

viii.

xi.

Xiii.

Xiv.

59. Tenth

Page 80, after line 15, insert- Schedule

"(2A) in Chapter 24, -

i. in sub-heading No. 2401.90, for the entry in column

(4), the entry "26%" shall be substituted;

i. in sub-heading No. 2403.11, for the entry in column

(4), the entry "Rs.115 per thousand" shall be
substituted;

iii. in sub-heading No. 2403.12, for the entry in column

(4), the entry "Rs.390 per thousand" shall be
substituted;

iv. in sub-heading No. 2403.13, for the entry in column

(4), the entry "Rs.580 per thousand" shall be
substituted;

. in sub-heading No. 2403.14, for the entry in column

(4), the entry "Rs.945 per thousand" shall be
substituted;

. in sub-heading No. 2403.15, for the entry in column

(4), the entry "Rs.1260 per thousand" shall be
substituted;

in sub-heading No. 2403.19, for the entry in column
(4), the entry "Rs.1545 per thousand" shall be
substituted:;

in sub-heading No. 2404.10, for the entry in column
(4), the entry "300%" shall be substituted,;

ix. in sub-heading No. 2404.31, for the entry in column

(4), the entry "Rs. 6 per thousand" shall be
substituted:;

. in sub-heading No. 2404.39, for the entry in column

(4), the entry "Rs.15 per thousand" shall be
substituted;

. in sub-heading No. 2404.41, for the entry in column

(4), the entry "34%" shall be substituted;

in sub-heading No. 2404.49, for the entry in column
(4), the entry "34%" shall be substituted;

in sub-heading No. 2404.50, for the entry in column
(4), the entry

"34%" shall be substituted;

in sub-heading No. 2404.99, for the entry in column
(4), the entry "34%" shall be substituted;".

(Shri Jaswant Singh)

MR. SPEAKER: The question is:

"That the Tenth Schedule, as amended, stand part of the Bill."

The motion was adopted.



The Tenth Schedule, as amended, was added to the Bill.
The Eleventh Schedule, the Twelfth Schedule, and the Thirteenth Schedule were added to the Bill.
Clause 1, the Enacting Formula and the long Title were added to the Bill.

SHRI JASWANT SINGH: | beg to move:
"That the Bill, as amended, be passed."
MR. SPEAKER: The question is:
"That the Bill, as amended, be passed."

The motion was adopted.
14.29 hrs.

The Lok Sabha then adjourned for Lunch till thirty minutes
past Fifteen of the Clock.



