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Title : Discussion on the motion for consideration of the Finance (No. 2 ) Bill, 2009 (Discussion not concluded).
MR. DEPUTY-SPEAKER: The House will now take up item No.10.

THE MINISTER OF FINANCE (SHRI PRANAB MUKHERJEE): Sir, | beg to move:*

"That the Bill to give effect to the financial proposals of the Central Government for the financial year 2009-2010,
be taken into consideration."[R13

Sir, you are aware that the Finance Bill is a unique Bill in the sense that some part of it becomes operational the moment it is
introduced and after that the hon. Members get the time of discussing the Budget in details. Demands for Grants are passed
and after that the Finance Bill is taken up for consideration by the House. So, at this stage there is no scope of making any
observation. With these words | beg to move that the Bill be taken into consideration.

MR. DEPUTY-SPEAKER: Motion moved:

"That the Bill to give effect to the financial proposals of the Central Government for the financial year 2009-2010,
be taken into consideration."

*Moved with the recommendation of the President.

SHRI JASWANT SINGH (DARJEELING): It is while facing the hon. Finance Minister that | am assailed by a sense of
nostalgia. | was mentioning it to the Leader and Deputy-Leader of my party that this is my eighth term in Parliament. | am
assailed by a sense of nostalgia because some 30 years back it was the first time that | exchanged views on Finance Bill and
Budgetary proposals with Shri Pranab Mukherjee who, | would presume would allow me the intimacy of referring to him as
Pranab Babu because though we confronted each other on the Finance Bill 30 years ago, it was with epees and not with
lathis or dandas. In a similar fashion, | do submit and | say it sincerely that Pranab Babu, we wish fervently that you
succeeded as the Finance Minister of the country. This is the job you have long wanted; you are suited for it and in your
success the country benefits. If the finances and the economy of the country are sound, then it is the common man whose
benefit you are advocating. The aam admi who will benefit. How can we wish the country's finances to suffer? We, in this side
of the House, certainly cannot wish that.

Sir, on an autobiographical note | remember when my leaders Shri Lal Krishna Advaniji and Shri Vajpayeeji shifted me from
the South Block to the North Block, | just walked across the road, as will always happen, there was on the other side an army
of pressmen there who asked me as to what was my policy. | had not thought of any policy or anything. So, on the spur of the
moment there | shared AR fd TIse § - "ﬂl_%lfff Hr _E;ﬁﬁlT H 3T, T & Y F &1l " | think the fundamentals of
the economic philosophy of the country are the same — unless the housewives have money to spend, unless the poor man or
woman has a fully belly, the synergy that is India, the creative talents that are ours shall not be released. [R14]

It is a very peculiar system that we have here. | will be coming to it in a moment. But this is on a personal note that | thought |
would say something. | wanted to start on a personal note because | wanted to pay a ftribute to my colleague, Shri Pranab
Mukherjee, and | have to wish him well.



| have to share a larger thought with you to which | will come subsequently also. It is about the totality of the systems that we
have inherited from the British and continued with, in the Ministry of Finance but there is a connected problem too. That
connected problem, if you permit me to say, Mr. Finance Minister, came in the latest Economist and | would read. a part of it.

"Of all the economic bubbles that have been pricked, few have burst most spectacularly than the reputation of
economics itself."

This is not a light comment. This is a very serious comment and we have to reflect on it. When we reflect on the totality of the
Budget of which the Finance Bill is a part, what the world has experienced, hon. Finance Minister, is actually an economic
Tsunami. We cannot be totally saved from the consequences of it.

In a recent lecture, Shri Paul Krugman who is a winner of the Noble Prize in Economics in 2008, has argued that much of the
past 30 years of macro economics was "spectacularly useless at best and positively harmful at worst." These are thoughts that
we must seriously reflect upon because economists must understand finance. Finance professors need to think harder in the
context in which they are working. After all, in the end, economists are social scientists trying to understand how society and
the world is working.

The Finance Bill has its origin. | really wanted to mention it the other day in a different context. From the President's Address
to the Joint Session of Parliament, from which a lot of things flow. The entire policy of the Government flows from it, and the
Budget also flows in its totality from that. The Finance Bill is the child of the Budget. The Budget, in a sense, is the instrument
of the fiscal policy of the Government. But the essence of the fiscal policy of any Government has to be two-fold. One is, it is
not simply service of pure economics that is not at the heart of the management of our country's economy but it is the citizen.
We are not subserving a pure economic theory, we have to subserve the benefit of the citizen.

There is, Mr. Finance Minister, if | might submit to you, an equally important objective that the Finance Bill must have
and that objective is objective of imparting to the country's public life a degree of purity.

I will come to the point of how the Budget and the Finance Bill can be instruments that will impart to the country's public life a
sense of morality and purity. But | wish to, from the general aspects of the Finance Bill, come to parochial, not personally
parochial but na[U15]tionally parochial points.

They both arise from your Budget speech. One is in paragraph 73, which relates to cyclone Aila and the other is on
paragraph 68. Mr. Finance Minister, you have allocated an additional sum of Rs. 1,000 crore for meeting the requirements of
cyclone Aila. | submit to you firstly that besides being the most untimely, unseasonal and unprecedented cyclone, it was also
devastating in its effect. You feel all that it hit is the "coastal areas of Bengal." It was much more than the coastal areas. It hit
the hills of Darjeeling also.

| submit to you, Mr. Finance Minister, as a distinguished and an eminent citizen of not just India but also of the State of West
Bengal, that in the sum that you have allocated, serious questions have arisen about the utilisation of that fund. Firstly, | do not
think Rs. 1,000 crore is adequate. Secondly, | do think and you know very well that the Left Front Government is the most
parochial in the application of that money when it comes to the Darjeeling Hill area.

The entire definition of "disaster" or "calamity" is different. This cyclone has resulted in floods in the plains of Bengal. The
cyclone has resulted in devastation in the hill districts, where landslides, house collapse and deaths from its consequence. It is
in this context that | appeal to the Government of India, | appeal to you, Mr. Finance Minister, firstly, please allot a sum larger
than just simply Rs. 1,000 crore. Secondly, please allot a sum that is directly applicable to the hill areas of Darjeeling because
for the last thirty years the Left Front Government has neglected Darjeeling Hill area as never before. It is for that reason -
because of its neglect by the Left Front Government — there has arisen the entire demand for Gorkha land, which | support
because | represent them. | appeal to you, please address this issue seriously, address it urgently.

You would know very well, you have held the charge of Defence Minister too, as | had had the honour, Pranab Babu, that
Darjeeling is the only district in the country which adjoins four international boundaries. It is the only district which has four
nations touching it. If you do not address this as a serious issue of national security, you are doing a very grave wrong to the
national security, to the citizens of Darjeeling. It adjoins Bhutan, it adjoins Nepal, it adjoins Bangladesh and it is barely 12 kms.
from the People's Republic of China. There is no other district which has four international boundaries. It sits at the door,
hence the word "duar" or the "dwars". It sits at the door, the entry point. It is the gateway of the entire North-East. It is the
guardian of the chicken's neck.



You allocate roads to Sikkim, but there are no roads allocated to Darjeeling. You allocate for Sikkim a border road on the
ground that it is a border State. Of course, it is. | am asking this not at the cost of Sikkim. Though it is adjoining four
international boundaries, you do not consider Darjeeling to be a border State, the hill areas of it, that is then, you are doing a
grave injustice not simply to the people of Gorkha land but also to the national security.[r16] That is not the reason why | am
pleading. You have to actually now go to see the condition of the roads that exist there. | am sorry to say that “The Queen of
Hill Station', as it was called earlier, has been reduced to a state today wherein 36 people died in the recent cyclone.
Damages worth crore of rupees have been caused.

The hon. Minister of Finance knows it very well. He is the hon. Minister of Finance. About 19 tea gardens have been closed in
Dwar. One tea garden has been closed in the hill areas. If France can build up an industry, simply on the name 'Champagne,’
why cannot an industry even of tourism be built up, if the tea that comes from Darjeeling is called the 'champagne of tea'
Please address this question seriously.

| am glad that a Tripartite Conference has been called. | urge you to recognise the need for a Gorkha land. It is the
oldest of the demands that have come. The entire Himalayan tracts from the North-East, whether it is Nagaland, Manipur or
Arunachal, Mizoram, Uttrakhand and Jammu and Kashmir, have been recognised as separate States. What wrong have the
Gorkhas done for not deserving a separate State? They are the sword arm of the country. They are living on the border. They
fight for the country and they die for the country.

Sir, | have had the benefit of serving as a soldier, but when it comes to a demand to have legitimate interests of
Darjeeling hill area, a legitimate demand for Gorkha land, you refuse even to contribute or meet. | urge you as the Central
Government, as a distinguished leader of the country, as a distinguished citizen of West Bengal, to please take interest in it. |
am glad that the tripartite talks have started. The Central Government must take interest. You must be a part of it. You are one
of the three and see to it that the grievances are redressed and the Gorkha land is granted.

| have a second parochial request to make. That arises from your Point No. 68. It is about One Rank One Pension. | am very
glad. | congratulate you, | congratulate the Government that it has recognised the legitimacy of the demand for One Rank One
Pension. The legitimacy can be quite easily demonstrated, if we see it personally. This is my personal view. | do not think
Members of Parliament frankly deserve any pension. But having granted that the Members of Parliament shall also have a
pension, then whether a Member of Parliament becomes a former Member from 1952 or from 1990, he gets the same pension
because the principle is irrespective of when you go on pension, you must get the same pension, because at some level the
recognition here is the inflation index. We have been pleading this cause in the BJP. | am glad that you have finally
recognised the legitimacy of it. But in the process of doing it, you have introduced something very wrong. Let me bring it to

your notice and appeal to you, particularly as you held the Defence portfolio. | do not know if | am wrong, but this, 15t Lok
Sabha is possibly the first Lok Sabha after some time, when | am the only ex-serviceman in the Members of Parliament. It

saddens me. The 14! Lok Sabha had others. | do not want to go into details. | am sorry that in the 14" Lok Sabha, we had
more Members from the Services. Now, there is no ex-serviceman -- neither in this [t17]House nor in that House. In that
sense, | am the only ex-serviceman to speak for ex-serviceman. | am not a pensioner. | have had the honour of holding the
Commission for the President of the country. | resigned my Commission for individual, personal and political reasons. |
resigned it for individual, personal and political reasons but | accepted no pension, no gratuity. Therefore, if | speak for the
pensioners, | am speaking purely for the ex-Servicemen. You have granted One-Rank One-Pension to the Other Ranks and
JCOs but you have left out the officers. | do not understand the logic of it. You are separating the Armed Forces into two
particular divisions. The Officers are the first to die. The officers lead their men into the battle. It is the officers also who also
leave widows behind. Surely, you have to go and see the condition of the widows. Mr. Finance Minister, | appeal to you, as a
former Defence Minister, not to make this separation. You have accepted an additional expenditure of Rs.2100 and odd crore.
At the most, it is another Rs.1000 and odd crore that will meet the officers' requirement. Can you imagine a distinguished
officer of Field Marshal Cariappa's rank that you will exclude his family from it, or the others who have given their lives in the
service of the country simply because they held Commissioned Ranks or they were officers? This is, Mr. Finance Minister,
such a typical example of bureaucratic limitedness of thinking. | appeal to you as a former Defence Minister, | appeal as a
soldier to kindly correct this wrong before it goes any further.

Sir, | wish to say something about the Finance Bill proper. | wish to depart from the routine by submitting to you, Pranab
Babu, that | think you need a wholesale departure from the established procedure. | do not think — it is my personal view — you
need a Finance Bill at all, because in effect what happens is that the Finance Bill is a consequence of the policy that you have
announced in the Budget, and then through the instrumentality of the Finance Bill, you introduce all the various changes and
taxes. Personally, | think, this annual orgy of Budget-making that we engage in is totally wrong. A country like India, the size of
India, our economy is not sub-continental, our economy is continental. It is a continental economy. Simply because it is an



inherited, imperial legacy, that we have this kind of an Annual Budget. | do not see the sense of it. In the NDA, we had
introduced a system of reporting to Parliament every quarter. That seems to have fallen by the way side. | am not saying that
you should follow what the previous Government did or did not do. But | think, all of us, need to reflect on whether it makes
sense to have such an annual orgy. This is possibly the most inefficient way of managing the country's economy. | say so,
Sir, because it is on account of the faith that was placed on me by my senior leader, the former Prime Minister Shri Atal Bihari
Vajpayee and the then Deputy-Prime Minister Shri L.K. Advani that | held this job once in 1996 — though | am not an
economist - and | held it again when the NDA came back into Office. It was my experience then - | say this on the basis of my
experience - that this system is far too inefficient, it is an antiquated system. It does not serve the purpose intended. It is not
an efficient system. Because, after all, the Finance Bill gets reduced simply to changes in Direct Taxes or in the Indirect
Taxes. What is so sacrosanct or secret about the Direct Taxes? | will be coming to some examples which | am sorry to find.
Personally, | can never read the Finance Bill fully. If you have actually fully read the Finance Bill, then you are a far greater
man than | am.[R18]

| am sure your predecessor, my friend, a very distinguished Chartered Accountant and a lawyer Mr. Chidambaram not only
read the Finance Bill, but he must have, perhaps, written the Finance Bill. But it makes life miserable for any Finance Minister.
So, in the Finance Bill, the direct taxes need not occupy us here. Indirect taxes, because they result in certain gains or losses,
can be announced every quarter at the Finance Minister's discretion and he can then report to the Prime Minister. But the kind
of ritual that we go through here is totally unnecessary. It is time consuming and it is not necessary.

I wish to share with you something before | go into specifics. Since we are multiplying inefficiency, through this a
methodology, the Finance Minister has to take note of one singular fact and that singular fact is really based on a principle.
The principle, Mr. Finance Minister, is that discretion is equal to dictatorship and that is equal to corruption. The moment you
start granting discretion to officials and if we grant ourselves discretion that we can exempt this thing or tax this thing, then we
open the door of corruption the law must be specific. You have announced that you are going to reintroduce a new Tax
Manual. Please simplify it. At the present moment, the Tax Manual that we have is unreadable. It is so incomprehensible that
no Finance Minister can make sense out of it. | certainly could not make any sense out of it. Secondly, in the totality of the
situation that we face today, we have to take into account all the aspects of security and its consequences on economic
growth and progress.

There is an illusion that the concept of free market is the logical saviour of our problems. | have had occasion to say this
earlier and share it again that free market, Mr. Finance Minister, is not a synonym for a free for all. Free market is the
expression of the uncapping of the creative genius of our people, but not the kind of a free for all that we witness now. It is not
also correct that the free market is the saviour of our problem. We are not mentioning that. We wish to build on a kind of
business model which is based on exponential growth and this growth has to be fed by a similar exponential consumption. That
kind of exponential growth requires consumption of energy, consumption of natural resources, raw materials and a continuous
expansion of new markets.

That is why let me share with you some worries in regard to environment. About 50 per cent of the world's forests are gone.
The remaining tree cover that India has will be gone within the next 30 to 40 years. There is a very real danger of the green
house gas emissions and the consequences that we face, particularly from the developed countries. There is an increasing
acidity of the ocean and if this trend continues, then it will kill most of the planktons that are there, the coral reefs and the
entire food chain. 11 out of 15 ocean fisheries of the world are gone. The fossil fuels have depleted and are declining at an
average rate of 10 per cent annually.[s19]

[RS20]Fresh water is one of the most serious problems that we face in the country. | am saddened to point out, Mr. Finance
Minister, that outside of the two poles, we have the largest glacier wealth of the world, but we do not have an institute for the
study of glaciology; private citizens have set one up. Our glaciers are depleting at a rate of 15 meters per annum, it must be
the fastest in the world. There is a forecast that the Ganga may dry up in the next 30 years, that there might not be a Ganga
left is an alarming thought.

| cite these as having consequences on all our economic planning exercise. If | cite safety, or if | site security, it is for
a very good reason. Please reflect for a moment, Mr. Finance Minister, on our entire neighbourhood. The situation in our
neighbourhood today shackles us and if it shackles us, please take it seriously, for there is simply no way that if our
neighbourhood is disturbed, India will be able to develop as it wants to, in the manner it wants to and at the rate it wants to.

| do not wish to go into examples of countries, but the entire neighbourhood of India being disturbed, we have a very
serious external security scenario. Please reflect then on the internal security situation, which my distinguished colleague and
Deputy-Leader pointed out the other day about Maoists; about Naxalites, about the internal security and terrorism that we face.



There are some specifics | have. | cite these examples because, as | said what happens otherwise when we go into the
details of Finance Bill, then the Parliament becomes a kind of an extension of either corporate interest or Members of
Parliament get approached by a variety of corporate houses saying please put this or that across. Members of Parliament are
not the lobbyists, or are not to be lobbyists, and the House is certainly not an assembly of lobbyists to compete for the interest
of one corporate house or another. We are not the voices of the corporate houses. That is another reason why | think that the
entire set up of this taxation system must be the preserve only of the Finance Minister.

Then, | come, for a moment, to the very many changes that | advocate. But this annual exercise that we go on is
unproductive and inefficient. | am citing these examples because in these examples, if you forgive me for saying so, Pranab
Da, | really do not see the sense of why that is being done. You have proposed to increase individual exemption limit for
women by Rs.10,000 and for senior citizens, in which category | too fall...(Interruptions)

SHRIMATI SUSHMA SWARAJ : He also falls in that category.
SHRI JASWANT SINGH : So you also fall in this categorya€|a€}a€|
SHRIMATI SUSHMA SWARAJ : Yes, | also fall in that category, being a woman.

SHRI JASWANT SINGH : | attended the first Budget some 30 years back. O 1T & Jg&T & X T§ &, o Oicf I &F
Slcr @f EllY ?:'I And for women, it is Rs.15,000. What does it actually amount to? It means, the individual man will get
Rs.1,030 and Sushma Ji will get Rs.1,545.

SHRIMATI SUSHMA SWARAUJ : | know.

SHRI JASWANT SINGH : Sir, Rs.1,030 at my age.

sherch e Fa : w WE & ¥

SHRI JASWANT SINGH : It would not get me even a bottle of wjRS21]hisky.

Then what kind of an exemption have you given? You have created an impression as if you have given an exemption, but this
is no exemption.

| would also submit to you that all retrospective laws, particularly Taxation Law are bad. We have a very eminent jurist sitting
here but | do not want to cross-talk with him. If you have established a Tax Law and if you change it retrospectively, then |
think that is really bad. | do not know whether it is illegal or not, but here in this particular Budget, it is very difficult to trace
what is going on in the Finance Bill in explanation 3 to Section 147. It is a maze. You propose that with retrospective effect

from 1St April, 1989, when | was a Member here of this House in that Parliament. And you are saying that this essentially
grants the Assessing Officer the right to open old assessment, at his or her discretion and include that income without

assigning any reason. | just do not understand. s &lel QAT AT IR HMRR 3elr Holl & TPl AR 34
gofg Sl S SRR 161 & 3R Ffe Tomdlr 38T IR & F5RY gl © 3N Tokiia 3 gRaAfaar o § o 7=y
3R b Sl FoT &I Please reflect on that. | do not see the sense. What possible logic is served by granting an
Assessing Officer the right to reassess without assigning any reason and open cases that are 20 years old? You could, Mr.
Finance Minister, at least say you will re-examine and until it has been re-examined, you will not grant the Income Tax
Department the right to open assessments without assigning reason. This is discretion. You have given the discretion to an
Assessing Officer. This discretion is equal to dictatorship, is equal to corruption. That is why | have always held that the lesser
the discretion to the executive, including the elected executive, the purer will be the public life of the country.

| give you one more example. It is about charitable trusts. It is tax on anonymous donations which is gupt daan. | know, |
realise that gupt daan is an accepted daan in our social and our civilizational context. But, has it been misused? Yes, Sir. It
has been misused. But the answer to misuse is not to have a kind of a blanket ban or enhancement of exemptions. | have not
had the chance to study it; a representation was received by me under the signatures of a variety of Trusts of all
denominations, all shades. A gist of that | am submitting through you. We have proposed an amendment which grants the total
exemption to partly-religious and partly-charitable institutions, mixed trusts, from tax on anonymous donations except where the
anonymous donation is made to an educational or medical institution. Either the phraseology that you have used is not correct
or it requires to be improved upon. If | amin error, please do not pay heed to what | have said because | have not actually had
the chance to study that thing.[R22]

But | do believe that we need to encourage the whole concept of charity further particularly when it comes to education and
medical.



Sir, the other principle — one principle | shared is the discretionary power — the second principle that | share with you is,
which the Governments must not do, is that the Governments must stand by the commitments that have been made to the
citizen, which follows from the first. As the Governments will continue, to keep changing their stand, then what you actually do,
the States of the Union will do, so that we will not have any order or a system, certainly not economic methodology but a kind
of anarchy. Then, there are some problems that we are confronted with let me explain.

Those problems relate firstly, to the 'air of scarcity’. There is psychology, psychological atmosphere of scarcity; whether it
relates to cooking gas or food grains, this air of scarcity or psychology of scarcity generates within itself all kinds of
difficulties.

The second difficulty, Mr. Finance Minister, relates to the discrepancy between the Wholesale Price Index and the Consumer
Price Index. These are the two indices. If the Wholesale Price Index reflects a negative growth, that is not a healthy sign; but
the difference between the WPI and the CPI is in fact in double figures. The citizen has to relate to the CPI; and in any case
when the other very distinguished Finance Minister, late Shri Venkatraman had introduced point-to-point system of wholesale
price indexing — that was the shift that had been made; you were then a Member of this House even then — objections were
raised that this would mislead - it is misleading. | think, you need to look at it.

Sir, there is preoccupation with Gross Domestic Product, GDP. | have often said it. A common citizen cannot eat GDP. GDP
eventually must result in growth. Yes, | have always said it, and | said it even when | was in the Finance Ministry. | was not
much liked for saying it but there are theorists in the Ministry of Finance. A much greater value would be a concept of 'Gross
National Contentment'. You, as the Finance Minister and the Leader of your Party, which has been in the Government, please
address yourself to the question of 'Gross National Contentment' within the country. If there is an air of scarcity, if the
Consumer Price Index is that what you have, then the GNC factor — the Gross National Contentment - is not there.

Sir, | would like to make a very brief word about fiscal deficit and revenue deficit. These are real worry areas. | do not want to
go into a tutorial on this, and certainly not, Pranab Babu to you, but fiscal deficit, for the benefit of all of us here, is really the
Government's net borrowing needs. Now, if you, the Finance Minister, Sir, have a 6.8 per cent Central Government deficit, that
broadly translates itself into Rs. 40,000 crore of borrowing during 2009-10. This will roughly be, Pranab Babu, about four times
the amount that was borrowed in the Budget of 2008-09. [H23]

So, your borrowings programme goes up four times to which please add, at least, another Rs. 15,000 crore to Rs.
20,000 crore to be borrowed by the States. So, Rs. 20,000 crore plus Rs. 400,000 crore is going to be a very large sum of
money because the public borrowing programme of this kind of magnitude will definitely crowd out private investment and push
up interest rates. The only way to restore fiscal balance is for economic growth, which is why | wished you well, to go up to
8.5 per cent to nine per cent, which requires that the tax revenue must go up.

Now, let me share, Mr. Deputy-Speaker, that in the three years from 2007-08 to 2009-10, the revenue deficit has gone
up more than four times from 1.1 per cent to 4.8 per cent and the fiscal deficit from 2.7 per cent to 6.8 per cent. The revenue
expenditure has increased by more than Rs. 3,00,000 crore while the tax revenue has risen only by Rs. 35,000 crore. If your
revenue expenditure — | am not talking about fiscal expenditure — goes up by Rs. 3,00,000 crore and your revenues are only
Rs. 30,000 crore, | recognise that it is due to interests, Defence, and Bharat Nirman Programme, National Rural Employment

Programme etc. and also possibly due to the 6" Pay Commission overhang, some of them will, perhaps, result in over-
borrowings, but these over-borrowings can only be at the cost of the citizens. But you have it. | do not want to go into this
monetisation debate because you have clarified it. The open market operations will not result in that; also, perhaps, the loan

waiver and the 6t Pay Commission could, by next year, reduce the burden and you hope that the revenue buoyancy will
follow, but there are many questions to be answered. That is where the imponderables arise and that is where | spoke of
security and drought. Drought is a very serious problem, and the shortage of rainfall is causing a serious situation. It is not
simply a question of "No, no, we had this kind of spread all over the country."

fT ST Sl Egﬁ WI TG & §iG S@d 37 SREY dF Fa7 @WREP? | am, Mr. Finance Minister, a failed
farmer. | call myself a failed farmer. | do have land; | keep cattle; | come from an area, which is a single crop zone; | am rain-
dependent; | have no irrigation; | know the problem of dry land farming. Already half the month of Saanwan has gone. We are
now towards the third week of July. Normal crops, which are called Kharif, are 90-day crops, 75 days is the shortest possible.
You are running very rapidly towards the cooler months of autumn. It is a serious situation. | do not want famine to strike us; |
do not also want that the rainfall deficiency to strike us, but it is a reality. With the kind of deficit that you have, if you continue
to, Heavens forbid, if the rain is ruled out, we will be in difficulty. | pray for rain because | pray for your success. It is not an
individual success. | want you to succeed as my Finance Minister because if you succeed, then the country will benefit. | do
not want to go further, but | will leave certain thoughts with you.[r24]



We have to firstly reform the mindset about the entire budgetary process, the mindset in which we are going about the
budgetary process and the Finance Bill. This is the most tedious method. You must be heaving a sigh of relief that the Finance
Bill is shortly going to be behind me and | can get down to some serious work.

But the passage of the Finance Bill does not help you. The passage of the Finance Bill is guaranteed. The passage of the
Finance Bill will actually add to your difficulty because you will then have to have all the attendant steps that you have to take
about having a new tax manual, etc. | speak from personal experience. | lost my hair when | had experienced this.

THE MINISTER OF FINANCE (SHRI PRANAB MUKHERJEE): | have already lost !

SHRI JASWANT SINGH : | was astonished. | said to Mr. Chidambaram, "Of all people, you are beginning to lose your hair."
He said, "Yes, the Finance Ministry is taken by hair." It is a very difficult job. So, my sympathies are with you. We have to
collectively address this question, not simply of the reforms of the mindset in which we are approaching the entire economic
management of the country but also the methodology. Why do you want to do it only once a year? Break it up. Do it three or
four times in a year. Break up the Finance Bill. Abolish the Finance Bill. It is after all only a question of tax reforms. That is the
Finance Minister's job.

You know, Mr. Finance Minister, that the Finance Ministry is the only Ministry of the Government of India which has not been
reformed since the British days. Not one change has taken place. | tried to do but | failed....(/nterruptions)

| think it is vital; it is very important that you change it. Denis Healey saida€’l met him once&€™"Mr. Singh, you and | share a
similarity. We have similar eyebrows." He also had very bushy eyebrows. He said, "There are only two kinds of Finance
Ministers" he said it. | have not said it; he said, "Those that leave before they are found out and those that are kicked out." |
certainly was kicked out. | was not kicked out by any human action. | was kicked out because the electorate said, "Go home."
| am cautioning you. Before you are found out, change the Finance Ministry. Reform it truly. We will cooperate with you. I,
certainly, will cooperate with you.

Sir, | want to make certain other suggestions. You reform the Finance Ministry as an instrument for the development of India
and not for torturing citizens of India.

SHRIMATI SUSHMA SWARAJ : Itis true.

SHRI JASWANT SINGH : Today, everything in the Finance Ministry is money. & 3TEamoft St o, 3icel S o dgl Aol
ST HZY T T o aile wie 3| 98T W e¥ ©ieT YTl @ Fer o e, A el o e, 3R g of F @y o of
YA | You reform it. Please reform it. The Finance Ministry should be an example of the moral authority of the country. It
should not be an instrument of fear. Today, a citizen is petrified of going to any Department which has anything to do with the
tax laws because he fears, ST & g R ¢ aler & 9T SIRET, He will get stung. The only answer lies in a reform of
the Finance Ministry in which sense, Pranab Babu, the Finance Ministry is also an instrument in its totality of the moral
reforms of the country.

Please abolish this expenditure department. After all expenditure and income, it is really treasury operation. Separate the
Finance Ministry. Have a separate Treasury, like the United States' Department of Treasury.[m25]

15.00 hrs.

[ERG sﬁFcFI' Eé’, e = §3-1TI If you examine the budgetary process and what we are doing, you will find that we are
spending most of the time during this. A gaeT SW:IIT ST, ) aﬁ'@ﬁ gH {9 l%r %I We do not have to spend all the time. The
Finance Ministry must not spend all the time on this and then, our accounting procedures are such that it is difficult to find it.
Without disrespect to any hon. Member, | do not think that any hon. Member goes through the entire tables, the
incomprehensible tables of fohae S 3T, fohder I Beyond a certain point, Shri Pranab Mukherjee, to me, the figure
of 3000 lakh crores & fohdel ST 81T &, T T #H AET 37T g That kind of figure becomes notional. So, it is very
important that the treasury operations must be separated, so that the Finance Minister can apply himself or herself to the
reality of the economic management of the country.

| would make one more request Sir please either abolish or merge the Planning Commission and the Railways into the Finance
Ministry. What is the Planning Commission doing now - incidentally, | have been the Deputy-Chairman of the Planning
Commission also and therefore, | speak from my personal experience — other than causing problems for the Finance Minister
because the Planning Commission says 38 T & Sclel 4 3T, and | want so much annual total outlay and not Rs.



80,000 crore, not Rs. 800,000 crore. The Chairman of the Planning Commission being the Prime Minister, it is not a good
policy to quarrel with the Prime Minister, but every year, the Deputy-Chairman of the Planning Commission and the Finance
Minister will have squabble. Who is responsible? There should be one authority and that should be the Finance Ministry.
Please call the Planning Commission as the 'Reform Commission' or some such appropriate nomenclature may be given to it
and make it a part of the Finance Ministry.

I do not understand why FIPB is not part of the Finance Ministry. What purpose is served by keeping Railways outside the
ambit of the Finance Ministry? | do not want to create any trouble between the hon. Finance Minister and the Railway Minister,
but what possible sense does it make? So, you re-name the Finance Ministry as 'Ministry of Economic Development' because
that is what India needs. In that, Mr. Finance Minister, Shri Pranab Mukherjee, you have my fullest support for the economic
development of India.

| pray for the economic development of India. | will work with you and | wish you well.

SHRI SANDEEP DIKSHIT (EAST DELHI): Mr. Deputy-Speaker Sir, | must start with congratulating a very senior Member,
Shri Jaswant Singh. This is my sixth year in this Parliament and | do not think that | have heard a more enjoyable, a more
entertaining and a more learned lecture on the Finance Bill than | have heard today. | compliment him for this. He has turned
this most drab subject into something enjoyable. In fact, everybody heard with rapt attention. | must compliment him and say
that since there was no demand to speak in Hindi also, it shows how excellent and articulate he has been. | really thank that |
am coming after him to speak.
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SHRI P. KARUNAKARAN (KASARGOD): Thank you, Sir. | agree with Shri Jaswant Singh when he made clear whether there



is a need of a special discussion with regard to the Finance Bill because it is really the part and parcel of the Budget that we
have passed. So, there should be some changes in the style of functioning of our Finance Ministry itself. Sir, anyway, we are
discussing the Finance Bill because this has become the custom.

The Finance Minister has presented the Finance Bill for the year 2009-10. | remember, in the Budget speech also he has
touched about 137 items. He has touched various items and, excluding the concluding remarks, it has come to about 137
items. Sir, as far as the Finance Bill is concerned, it mainly deals with the income or the revenue that we are in need of to
meet the public expenditure which is speedily growing year-by-year. Sir, we are discussing the issue in the wake of global
recession. It is true that there was no sudden setback here, when there was financial crisis in the western countries including
USA, at the same time, now we see that the recession has come in each and every field of our economy. So, we have to take
more care when we discuss about the financial structure, tax structure of our society.

Sir, in any society when there is an inadequacy of the demand in various sectors, what we need is the stimulation by the
Government through the public expenditure. That is the main issue that we have to discuss. The second one, | think, is the
investment on the basic needs of the common people, especially the development of the infrastructure investments. In the
Budget speech made by the Finance Minister, he made it categorically clear that there is sufficient investment to meet any
challenge that our economy now faces. We can examine the tax structure and the tax mobilization and also the other ways that
the Government has taken. | would like to analyse the matter with my limited capacity as to whether the claim of the Finance
Minister is fully correct or not.[R30]

Sir, the prime needs of the day are to give gainful employment to vast majority of the people; to invest in social sector to have
better condition of the society; and to invest in infrastructure, especially in the rural areas. It is true that the expenditure has
increased. In 2009-10, it was 13.3 per cent compared to the revised budget, 2008-09, when it was 10.65 per cent. When we
compare the ratio of the GDP in 2009-10, it is expected to be 17.4 per cent. So, there is a gap between 13 and 17 therefore, it
has to be addressed by the Finance Ministry how we can mobilize revenue. When we go to the amount of the expenditure,
27.6 per cent go for the payment of interest alone and 22.61 per cent go for the defence expenditure alone. It means 50 per
cent of the total investment is mainly on the two heads.

Another major issue is that there is no substantial amount for the salaries of the Government employees. Then, the expenditure
on subsidies also came down compared to the revised estimates, 2008-09. As regards assistance to the States and the Union
Territories, there is an increase, | agree, but it is only 8.22 per cent. The central assistance to the States directly go through
schemes like NREGA and if we compare it with the revised estimates that is only 3.7 per cent. So, there was a rosy picture
when the Budget was placed but when we compare it with the revised estimates, the increase is only 3.7 per cent. So, we have
to provide sufficient public expenditure to meet the needs. How is it possible? It is true that there is 6.8 per cent fiscal deficit
and | do not blame the Government for that because there may be high interest rate or just because of the growing fiscal
deficit in the last year. If this is true, the Government has to borrow at cheaper rate. Here we have to see how the Government
mobilised money. This is an area where the Government has to focus.

Now, | take the tax proposals or gross tax revenue which is only 2.09 per cent compared to revised estimates of 2008-
09. It again shows that the GDP is estimated to come down from 11.8 to 10.9 because the Centre's share has again declined
from 8.8 to 8.1 per cent. Here interesting thing is that though the level of increase of tax revenue is low, the total revenue
receipts are expected to increase by Rs.52,324 crore. Of course, that is a good picture but how is it possible? It is possible

because the major share comes from non-tax revenue. We know how the non-tax revenue comes. In the 14th Lok Sabha, we
discussed about selling of 2G spectrum. Now they have auctioned 3G spectrum. If you deduct this amount from the annual
receipts, | am sure the position would really be bad with regard to last time. | do not know whether the Government is going to
sell 4G spectrum or whether there is 4G spectrum or not. The Government is not mobilising revenue but it is really selling the
Government assts. That is one of the ways in which the Government is proceeding. Besides selling public assets, the
Government is finding it difficult to mobilise revenue now-a-days.

When we go to the tax structure, as stated by the other hon. Member, it is evident that there is no substantial addition
from the corporate tax but at the same time, the corporate profits have boomed tremendously for the last few years. It is
because the taxable corporate profits are lower than the declared profits before tax. The figures show that there is growing
tendency of tax evasion, especially, in the corporate tax sector. In 2007-08, the taxable income declared by the corporate
sector was only two-third of their actual profits.[R31]

This itself comes to about 18.44 per cent of the GDP. This means that 53 per cent of the profit is concentrated in 119
companies. The Government can tax these rich concerns. Why is the Government hesitating to tax them? The number of



millionaires during the year 2004 was just 9 and the number in 2009 is 53. At the same time, assets of the corporate sector
also have increased to three times. So, the Government has a wide scope to tax and to earn more revenue. In the year 2008-
09, as per the figures supplied by the Government in annexure 12, the corporate sector tax revenue foregone on account of
various concessions is to the tune of Rs. 68,914 crore. The Government has again decided to give these concessions. What
should be the most obvious means for generating substantial additional revenue? No doubt, elimination of these concessions is
one way. | do not mean to say that we would be able to eliminate all the taxes. But at the same time the Government can put
restrictions on certain concessions. If that is done, then the Government can hope to get some more revenue from certain
other sections. It is not only the concessions that the Government has provided to the corporate sector but also has extended
these, in the last Budget, in various other forms. | would not like to go into the details.

Sir, take for example the case of the personal income tax. A series of concessions and reliefs have already been announced.
It is good. It would benefit about some more 10,00,000 people. But such concessions may not benefit much to the people who
are marginalised. The Government could endeavour to frame its tax concessions whereby the richest amongst these sections
of people are taxed. Why should the Government hesitate to do this? This aspect has to be made clear.

Sir, Wealth Tax is another sector where the Government has given more concessions. Earlier this amount was Rs. 15 lakh and
now it has been raised to Rs. 30 lakh. The amount has been doubled and this benefit again goes to the corporate sector. The
Government has already provided exemptions in the form of incentives. Now in the Budget the Government has made it clear
that they are going to make it valid for the next financial year also. It is interesting to note, as has been mentioned by an hon.
Member, that the total amount that is given by way of rebates and concessions is to the tune of Rs. 4,18,095 crore and so in
two years time this would be around more than Rs. 8 lakh crore. This is the amount of concessions and exemptions that is
being provided to these people.

Sir, in short, the proposals of the Finance Minister shows that there is sufficient revenue to meet any challenge. We can say
that it is different from the kind of evidence that we have from the figures that have been supplied. The very fact that there is
unwillingness on the part of the Government to extract tax from the upper strata of the society is another lacuna in our
economy. It means that we are getting a limited tax amount. If we limit the expenditure on development works, then of course
the economic growth will be more sluggish than expected.

Sir, there are two major constraints that we face today. One is the price rise and the other is the loss of job opportunities.
Economic experts say that there is negative inflation trend. So, as stated by the hon. Member, GDP growth does not mean that
we may get lower prices. If any Member of House would visit any market place in India, they would not find anything
worthwhile in the market because of the high prices of commodities. What is the reason for this? | would like to know if this is
because of hoarding; or whether it is because of the failure of the Government to implement the provisions of the laws that
have already been passed by the Parliament. [R32]

The Government cannot be excused for price rise. The price rise of petrol and diesel has become one of the most
important issues, especially price rise of essential commodities. In the Economic Review, we have not got any perfect picture
regarding employment situation in the country. There are some sample surveys. But generally, it admits that there is loss of
employment, be in private or public sector or in any other sector. We see that lakhs of people are returning from foreign
countries, especially from Gulf countries. | remember that every year, the Government of India gets nine billion dollars as
foreign exchange from these people. But there is no rehabilitation in this Budget when they are returning after losing jobs. |
request the Government to at least have a rehabilitation scheme to assist them.

Sir, |1 would like to give some other suggestions regarding taxation structure. There are views expressed by the cooperative
societies and urban cooperative banks for exemption of income tax imposed on the cooperative sector. | am sure that the
Minister is well aware of the functioning of the cooperative societies. They are really the assets of the people. It is not the
public management here. Anyway you have given tax exemption to various people especially the people belonging to the upper
strata. | request the Government to abolish the tax imposed on the urban cooperative banks which are really the assets of the
people.

Sir, | would say something on the abolition of tax on perfumed coconut oil and imposition of tax on palm oil. Tax on palm oil
was 100 per cent, then it came to 60 per cent, then to 25 per cent and now, it is zero per cent. It has drastically affected the
people of Kerala especially the coconut farmers. | request the Government that there should be restrictions on taxation of palm
oil. Otherwise, it would be very difficult for the coconut farmers to have a better price. You may get perfumed coconut oil in
any shop. It is available in a small bottle. But the Government has imposed 8.5 per cent tax on it. That also has directly affected
the coconut sector.

In many development works, we are acquiring land. At the time of acquisition, we know that people lose their land and they



have to go to some other place. | have the experience when there was eviction in Ezhumalai Naval Academy. Hundreds of
people were evicted. At the same time, when they get compensation, Government imposes ten per cent tax for the
compensation that they are getting. This is really a very serious issue. Many people go to the court and get its assistance to
get some relief. So, this tax of ten per cent also should be abolished.

As stated by hon. Members, there should be transparency and accountability. It is really the main objective of the
Finance Bill and the Ministry of Finance. | am really sorry to say that there are some shocking instances nowadays that have
been raised in the Rajya Sabha, and have appeared in the newspapers and the Internet. It is that the Government of India
have banned any kind of exports of foodgrains. It is because of less production, drought and floods in some areas last year.
But it is stated that the Government of India have decided to export foodgrains to 21 South African countries not through FCI
but through private parties. Accusations of corruption charges are there. | do not know whether they are correct or not. But
when we speak of transparency of our Parliament and the Ministry of Finance, which has appeared in the Internet, in the
newspapers and raised them in the House, the Government should make the issue clear. Such allegations should not be there
but they have come up. These aspects should be taken into account.

My last point is, as stated by the hon. Member, about the drought and flood in many parts of our country. On the one
side, especially in North India, there is drought. On the other side, as far as Kerala and other States, there is flood. Whether it
is drought or flood, the victims are {{U33]he poor farmers.

In my own State, 115 people, including two children, have lost their valuable lives. About Rs. 660 crore have been lost. So, the
Government should take special care to assist these people, especially through the National Calamity Fund that we are
allotting. The main issue is that the Government takes more time to reach this assistance to the people. It gets delayed. So, as
the consequences of these floods are serious in Kerala and in other States, the Government should take serious steps urgently
and also send a special team for providing relief to these people.

With these words, | conclude my speech.
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SHRI B. MAHTAB (CUTTACK): Mr. Chairman, Sir, | thank you for giving me the opportunity to participate in the debate on the
Finance Bill.

Sir, in the last few years, India has become one of the world's fastest growing economies. The high economic growth of the
last few years has provided the Government with additional resources for expenditure on social sectors like health and
education. However, there are gaps between plans on paper and actual practice. Though budgetary allocations to the social
sector have been rising, outcomes are not encouraging. In India, there are various non-financial constraints impeding
progress in all sectors, especially in social sectors such as health and education.[s38]



Removing such constraints entails improving the quality of governance. Experience all over the world suggests that it is not so
much the size of the Government budget, but how it is spent that determines the efficacy of the system. The latest Economic
Survey had highlighted the distortionary effect of surcharges and cesses and the need to phase them out.

As a first step, the Budget seeks to eliminate the surcharge on personal taxes, thereby increasing the disposable income in the
hands of individuals and boosting consumer spending. In addition, the much criticised fringe benefit tax and commodities
transaction tax have been eliminated leading to reduced compliance cost. This reform is a welcome move.

Now, | come to the basics. It must have been noticed that indirect taxes collection in the first quarter of this fiscal year are
lower than those in the same period last year. Customs duty collections have dipped 37 per cent, while revenue from excise
duties has fallen by a third. Did we expect this? Yes, three stimulus packages since December have contributed to it. Drop in
customs revenue follows a fall in both oil and non oil imports; lower oil prices added to the fall too. So, customs duty collection
may not revive soon.

Hiking excise duty rates is also not a solution either. Yet some are taking solace on the fact that advance corporate tax collection has
shown a growth of around six per cent in first quarter, that is April to June, over the same period last year. The projected decline in tax
collection by the Government is likely to have serious impact on State Government finances. That would hamper their ability to
participate in any meaningful effort at stimulating the economic recovery.

Two aspects of revenue side of the Government's accounting ledger are significant this year. First there is a sharp
deceleration in tax revenues projected for the current year. Gross tax revenues of the Union Government are projected to fall
by seven per cent in 2009-10. When compared to the Budget Estimates of the previous year, while revenues through income
tax and customs, both, projected to fall by 18 per cent, collections of Central Excise are likely to fall 23 per cent in this fiscal.

The second aspect of the shift is in the increasing reliance on the non-tax revenues which the Centre does not share. It
does not share with the States. The unprecedented increase in non-tax revenue in 2009-10 adds a fresh twist to the
contentious question of the terms on which the Union Government transfers resources to the State Governments.

The States are going to suffer serious erosion of their resource base as a result of the lower collections. Their share of
the tax pool is projected to fall to Rs.1.64 lakh crore in 2009-10, and this is a very large amount, from Rs.1.78 lakh crore which
was in 2008-09. This loss of revenue is happening at a time when the States own revenues are slowing down significantly.

The increasing reliance on non-tax revenues in the Budget has an important bearing on State finances because these
resources are mostly outside the scope of the shareable pool prescribed by the Finance Commission.[RS39]

Last year, while discussing on the Finance Bill, | had also raised it but now | have certain figures, and | hope that the
Government will look into this. Although non-tax revenues are projected to increase by 46 per cent in 2009-10, the States will
be unable to draw anything from this. Furthermore, direct transfers of funds from the Centre to the districts and administrative
structures below the district level have increased phenomenally this year from about Rs. 60,000 crore in 2008-09 to more than
Rs. 95,000 crore in 2009-10. As the State Governments have to necessarily commit a portion of the funds for the Central
Schemes, they are left with no funds for other programmes of their own.

According to a report by credit rating agency called Fitch Ratings, this Finance Bill could have a negative impact on
smaller States, and this is more alarming. The Ministry has revised downward the estimates for gross tax revenue for 2008-09
by eight per cent to Rs. 6.27 frillion when the Budget was placed in this House. It estimates an anaemic growth of only two per
cent in tax revenues in 2009-10. Lower revenues mean a slowdown in transfers to the States. This would derail State plans.
States that rely on a large share of Central transfers in their total revenue include Bihar, Orissa, Uttar Pradesh, Madhya
Pradesh, and Chhattisgarh. | have mentioned five States who rely more on the Centre's transfer of funds to the States. Their
plans are made on the Central funding. Central transfers made up at least half of these States' revenue receipts in 2007-08,
according to RBI's review of the State finances. But smaller States with limited access to organic revenue will be most
affected. This economic crisis, which is looming large over our country today, would affect all States regardless of their size.
But to mitigate the effect of slowing revenue, the Centre has increased the States' borrowing limit by 0.5 percentage point to
four per cent of gross State domestic product. But what would be the cost?

| would like to draw the attention of this House towards another issue by which the States are bereft of resources. Recently,
the Government has set the ball rolling for the auction of spectrum or airwaves, to private sector phone companies for the
launch of third generation or 3G telephone services. By the end of this year, we would know how much the Government would
have earned by the auction. Estimates vary. | need not venture into speculation. But that is not the issue.



Similarly, by allowing the private sector to tap another national resource, that is gas available offshore within the territorial
waters of the country, the Government is hoping to earn some money, partly as royalty and also a portion of the profits that will
accrue to the entrepreneur. An estimate is not available. But the sums involved are not small.

These income streams have become available only during the last decade or so, after liberalisation set in. These are all natural
resources, be it telephony, be it gas, crude oil or the like. These belong to the country, and in all fairness should be shared
between the Centre and the States. The principle may be appreciated by decision-makers, but in practice the fact is that the
accruals on this account are not shared with the States. The unfairness is all the more. As | have stated earlier, it is a fact that
the Union Government has developed a new-found practice to increase the effective tax rate through the use of a cess and a
surcharge[R40].

You have fuel cess on motor spirit, surcharge on pan masala and tobacco products, education cess, secondary and higher
education cess, and many more. All these cesses or surcharges may be small at an individual level but these cesses add up to
a lot of money at the national level. In 2008-09, these collections are nearly, what | have gathered, Rs.1.28 frillion. This comes
to nearly 85 per cent of the transfers of the tax revenue from the Centre to the States in 2008-09, and this is nothing small.
There is no illegality in this. | do not challenge it on the principle of legality or illegality. These are perfectly valid within the
Constitutional framework of our country. The only catch is that a cess or a surcharge is designed as a temporary measure but
some of these cesses and surcharges have been in place for five years or more and are now more permanent in nature. They
fundamentally violate the ethics of the Centre-State fiscal relations.

| have certain suggestions to make. On income tax, a draconian PAN provision has been inserted. Even Non-Residents are
not spared despite Section 139 (A) not making it mandatory for them. | am of the opinion that PAN is the basic 'penetrating
needle' for the Income Tax Department to rope in every income earning persons. But to achieve targets, the Department has
shown some palpable signs of impatience and has opted for this type of draconian provision.

PAN quoting has been made mandatory for TDS deductors, and if a deductee fails, then penal rate of 20 per cent TDS will
immediately come into force. If one misquotes one's PAN number or errs while putting the PAN number, how will the hapless
deductor know that he has committed the mistake? There is no answer to this, and | would request the Minister to look into this
specific aspect.

The Finance Bill has proposed a committee system for resolution of foreign taxation disputes in the Income Tax. | need not go
into the specific case which is now being discussed elsewhere and that will be too intriguing. But my basic question is on the
policy. Can a decision taken by this committee be reviewed and if it can be reviewed, in what forum?

Among a host of amendments the Finance Bill, 2009 has proposed is the retrospective amendment to MAT. Clause 43, clause
44 and clause 45 of the Finance Bill have proposed an amendment seeking to overrule the Supreme Court ruling. Simply to
affirm the inconsistent and defeated revenue stand and to overrule a legitimate or correct Supreme Court ruling in a case, an
amendment has been proposed from retrospective effect for the Assessment Year 1998-99.[H41]

| am not referring to what Shri Jaswant Singh said. This is a different case. It is to state that, any provision for diminution in
value of any asset will be disallowed to increase taxable books profits in the hands of corporate assesses/tax payers. This
needs to be reconsidered and be dropped or to be prospectively applicable. | would suggest either you may reconsider and
drop this provision or make it prospectively applicable and not retrospectively.

Of course, this was not stated in this House, it was stated outside that such amendments were required to correct the
aberrations that had come in by decision of quai judicial bodies, which went against the 'legislative intent. One may say that
the aberrations already generated have to be corrected. You create aberrations to correct aberrations. But that is not a good
policy. Two wrongs do not make one right.

The Finance Bill proposes amendment to Explanation 5A of Section 271 (1)(C) of IT Act. It is unnecessary. | think, there is a
little bit of misunderstanding in quoting the figures. | read somewhere that this existing Explanation is with retrospective effect

from 15t June, 2007. This new Section provides that if in the course of search, an assessee is found to be the owner of any
money, bullion, gold, jewellery or other valuable articles or anything, and the assessee claims that such assets have been
acquired by him by utilising his income for any previous year ended before the date of search for which return of income has
been filed, then the assessee shall be deemed to have concealed the particulars of his income or furnished inaccurate
particulars of such income.

In other words, the above explanation provides that if a return of income has already been finalised and some income has not
been shown and such income is later on disclosed, at the time of search, then the assessee shall be deemed to have



concealed this information. There is no dispute relating to this. This is settled in law. It is common sense also that if income is
detected by the Department after the return of income is filed, it is concealment under Explanation 1 itself. Therefore, a
question arises here as to what is the necessity of such presumptive Explanation 5A. If it is already a settled law that it is
concealment, what is the necessity for the Legislature to introduce this Explanation, that too, with retrospective effect?

Perhaps, this is my presumption that the provision that was supposed to be amended and such explanation was to be
introduced is Explanation 5, it appears that Section 5A has been amended in place of Explanation 5. Please look into this.

| read somewhere that Finance Minister's Budget-- and this concerns senior citizens like you -- leaves countless 60 plus
senior citizens angry and anguished. It is a reported item. The National Old-Age Policy envisaged by the Government in its
previous tenure had also committed itself to retain a uniform age limit for designation of a person as senior citizen.[r42

Why does Income Tax Department insist on 65, not 60 as the age for senior citizens? It is a grave anomaly that needs to be
addressed and corrected by the Finance Minister. For the Income Tax Department, those below 65 do not qualify as senior
citizens even though the Reserve Bank of India and the Indian Railways consider anyone who is above 60 as a senior citizen.
Didi says anyone who is above 60 is a senior citizen. Dada says, no, it is above 65. This anomaly is there both in Dada’s and
Didi's Budget, which we are discussing in this Session. This anomaly should be corrected.

THE MINISTER OF STATE IN THE MINISTRY OF FINANCE (SHRI S.S. PALANIMANICKAM): One is based on the health and
another is based on the wealth!

SHRI B. MAHTAB : | quoted RBI also. RBI deals with wealth. | am told that the Government, the Finance Ministry, in response
to a question made under the Right to Information Act, has revealed that the Income Tax Department was forced to pay a
whopping Rs.13,159 crore by way of interest payment in just three years, all because the Department delayed refunds to
assessees. It is in the Report. Is this not an eye-opener? When the Department has paid Rs.13,159 crore as interest on
delayed refunds, should no one be held responsible? Why can we not have an easy tax law? Perhaps, that is the design. It is
a maze, the two volumes of Income Tax Law. Every time we say this, but perhaps, that is the design of the State. Here
discretion plays a major part. When one does not know whether a fish drinks water or not inside a tank, how can one say what
happens when discretion is enforced when someone is in the Executive?

Before | conclude, | must say that a number of expert committees have recommended to the Government the advantages of
having a simplified tax regime coupled with moderate tax rates as opposed to a complex one featuring innumerable incentives
and concessions with their potential for an unending cycle of litigations and retrospective legislation. Plugging loopholes
through retrospective legislation is no solution to what is essentially a political issue.

The Budget mentions 'Revenue foregone'. | need not delve into it. Already, Mr. Sandeep Dikshit has dealt into it in great length.
There was a mention of revenue losses. The revenue foregone, if you can say, in 2008-09 was Rs.68,914 crore whereas in
2007-08, it was Rs.62,199 crore. The anomalies should be removed and there is a need to move towards a flat tax regime,
which will remove all exemptions and substitute the overall lower effective tax rate. Yes, when | say this, this will deprive the
public policy of a useful tool for influencing tax payer's behaviour. It has certain misgivings also. Therefore, before enacting a
new tax code, about which the Finance Minister has also mentioned in his speech, the Government should finalise its stance
on the desirability or otherwise of introducing a flat tax regime.

Before | sit down, | again want to remind this House that the Finance Minister, while in his intervention relating to the case of
Orissa, had assured us that he will come back to this House with what has happened relating to the flood relief of 2007 and
2008. We are still awaiting that reply. | hope the Government will come back to this House and also to the people of Orissa, the
people who have been affected by the flood. Regarding the money that was provided to us in writing but subsequently
withdrawn, that should be clarified.

DR. P. VENUGOPAL (TIRUVALLUR): Mr. Chairman, | thank you very much for giving me this opportunity to speak on the
Finance Bill, 2009. | wish to make a few points on behalf of my party, the AIADMK.

I would like to state that the removal of Fringe Benefit Tax is likely to give a boost to superannuation funds, which were very
adversely affected by introduction of FBT a couple of years ago. This will enable life insurance companies to generate new
business from corporate pension schemes. | would like to bring to the notice of this august House that our leader, Dr. Puratchi
Thalaivi Amma had promised in the AIADMK election manifesto 2009 to scrap Fringe Benefit Tax. | am happy that Fringe
Benefit Tax has been removed. Increased outlay for police modernisation, border-fencing and allocations for setting up of



more |ITs and Central universities also find mention in our 2009 election manifesto and it is gratifying that these are taken
good care of in the Budget. However, | regret to say that the Budget lacks vision and does not set any clear roadmap for a
better India.

Hon. Finance Minister in his Budget Speech had said that the Government would have to "ensure that Indian agriculture
continues to grow at an annual rate of 4 per cent." | would like to point out that farm growth in the year 2008-09 was a paltry
1.6 per cent and there is very little to suggest that 2009-10 would be considerably better. This Budget is likely to be
remembered not so much for what it offered but for what it omitted to do to the farm sector.

A number of major and medium irrigation projects are languishing due to cost and time over-runs and need additional funds
for the so-called 'last mile' connectivity. Contentious inter-state river water issues such as Cauvery water dispute, Mullaperiyar
Dam dispute and Palar River water dispute need to be resolved quickly in the larger interest of the country.

Mr. Chairman, it is said that the Government would await the Report of the Finance Commission, which will give its Report in
October 2009, to indicate how to fix the fiscal deficit. The Finance Minister has refrained from making any major commitment
and proposed a modest disinvestment target of Rs. 1,120 crore for the current financial year. However, it is a foregone
conclusion that there would be more sell-off proposals later in the year. With reference to Tamil Nadu, there have been
promises that the Salem Steel Plant and the Neyveli Lignite Corporation will not come under the disinvestment plan. There are
very few PSUs in Tamil Nadu and | would appeal to the Finance Minister to give a categorical assurance that these PSUs will
not be disinvested.

Mr. Chairman, Sir, | want to say something about Hindustan Photo Films. Hindustan Photo Films is one of the old PSUs, which
was started in 1967. The indifference of the Centre to this factory has put a question mark on the future of the employees. It is
the only integrated photographic film manufacturing company in the country and one among the five in the world. There are
over 1,000 employees in the factory with their families dependent on them. The pay-scales of the employees have not been
revised since 1987. The reason 'non-viability' started by the Government is not correct because this factory was given 1SO
2001 Certificate in the year 2000. If the Centre provides policy support in the field of health care, defence etc. under its
management, then Hindustan Photo Films can have an additional turnover to the tune of Rs. 350 crore. The requirement for
the revival of this factory is only Rs. 302 crore. In view of this, | would appeal to the hon. Finance Minister to allocate Rs. 302
crore for the revival of Hindustan Photo Films in Ooty and save the livelihood of its employees.

Mr. Chairman, it is disappointing that very little is done for the upgradation of primary education in India. | feel this is more
important than higher education. Surely, we need more universities, but we also need quality people to be able to get into
them. Right now, all that the Government seems to be doing is to open more schools. We need to improve the quality of
existing schools on priority basis.

There has been much talk about the proposed Food Security Bill to ensure that every BPL family gets 25 kilograms of rice
and/or wheat at Rs. 3 per kilogram. However, there is no provision in this Budget proposal for the scheme. | hope, the
Government will find enough funds for this scheme in the current year itself.

Mr. Chairman, the 23 per cent increase in allocation to National Highways Authority of India for the National Highways
Development Programme and Rs. 15,000 crore for Railways are not sufficient for the road and rail infrastructure to cope with
the growth in population.

How would a mere Rs. 500 crore budgetary allocation by the Finance Minister meet the demands of 22 lakh current Self-Help
Groups in India in addition to 11 lakh Self-Help Groups which are to be created in the near future?

With these words, | conclude.

SHRI DEEPENDER SINGH HOODA (ROHTAK): Thank you, Sir. | stand today to welcome the introduction of the Finance Bill
by our hon. Finance Minister. Before | get into my comments about the Finance Bill itself, let me comment about the
expenditure side, as a general Budget.

In my speech, when | made a speech on the Budget, | called the Budget bold and balanced. It is a term that has been picked
up by some of the news reporters who are sitting here, and they have been using it repetitively. So, | am very happy that not a
lot of news reporters are sitting here. So, they do not use the terms that | have used in the House.



It is a bold Budget because the Finance Minister has taken a risk with the fiscal deficit, but it is also a balanced Budget. For
the first time, the driving forces of our economy are balanced between consumption and investment. The Finance Minister has
specifically chosen to ignore the fiscal deficit because the private investment -- which was the driving factor in our economic
growth story of the last decade -- is softening up, and this is the time to enhance our investment in the public sector. As a
result of this, the public investment can replace some of these private investments that are drying up. At the same time, | think
that it is a landmark Budget too because the paradigm has been shifted from just being an investment-led economy to an
investment and consumption-led economy.

The private consumption, as a percentage of GDP, has been coming down. At one point, that is, in 2000-2001, it was about

2/3™ of our GDP, and it has come down to about 40 per cent now. But this is the time when the Finance Minister introduced
things such as enhancing the allocation for NREGA, Sixth Pay Commission, increasing the MSP, and personal tax incentive.
All these are going to put money in the hands of our people and increase private consumption, so that we can be a much more
balanced economy where both investment and consumption act as drivers of our economy.

| think that before | comment on the Finance Bill, let me also repeat one observation that | made during my Budget speech.
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T@AT gl As far as the Finance Bill is concerned, let me first start by disagreeing with somebody whom | respect a lot.
Jaswant Singhji started the deliberations on the Finance Bill by saying that the discussion on the Finance Bill is rather
obsolete. | disagree with him. | think the nature of our economy has changed. If we were just discussing public expenditure,
then a discussion on Budget would be sufficient, but now private investment is such an important part, and that private
investment is driven by tax incentives, tax breaks, subsidies, tariff rates, that all these have to be discussed thoroughly in our
House so that we can better shape the future of our economy.

Let me elaborate that by picking up one example, by taking up some of what Jaswant Singhji said. He was pointing about the
environmental challenges ahead, the Green House and all those things. Let me start with the renewable energy sector. | think it
is a crucial sector. India has a target that by 2012, 10 per cent of the total power used in India will come from renewable
sources. | think that is a target which, if | have to put my money right now, | do not think we can ever come close to meeting
that target. It is one of those targets, and we need a mandate. We need proper mechanism of incentives like | said, tax
subsidy, tariffs, to actually come close to meeting that target.

Before | point out some of the suggestions | have in this critical sector in terms of the tax regime, let me point out two
successful models around the world regarding the renewable energy sector. One is the American model, and the other is the
European model. Now, | will highlight some of the key points in the American model. In America, the polluters, that is, the
consumers, the industries, are given regional energy credits. So, any polluter that is using energy from the renewable sources
gets credit which is deductible against the taxes they pay, and this enhances the consumer base for the renewable energy
sources.

Secondly, there are direct federal grants on investment in renewable energy, up to 10 per cent. So, if somebody wants
to put up a biomass plant or solar energy plant of US $ 100 million, US $ 10 million would be directly paid in as grant by the
federal Government there.

Thirdly, production tax credit, this is a very innovative idea that the Obama Administration came up with, which basically



entails a dollar per dollar deductible after taxable income on all the people, all the conglomerates, who actually acquire or
choose to diversify into building renewable energy investments.

Fourthly, accelerated depreciation, we have tried a little bit of that. We have a little bit of accelerated depreciation
allowed in our accounting system, but not to the extent that the actual investors can take benefit out of this accounting
manoeuvre. Basically, what it entails is that the tax equity funding is provided to all the people who are putting up or conducting
capital investments into the renewable energy, and accelerated depreciation is allowed. The entire capital investment can be
depreciated over a period of one year to take benefit from the tax credits and other benefits that are provided by the federal
Government.[r44]

This is the American system, with multi-pronged approach, to actually increase the base of renewable energy. The
European model is completely different. It is just one point model which actually has very successfully worked in countries like
Germany and Spain where more than 80 per cent of their energy-mix now is coming from renewable sources. What it entails
is a direct feed in tariff so that the tariff that is provided to the producers is much higher than what would be provided to a
producer who is using conventional energy source to the extent of 40 per cent to 50 per cent. This is a one strike policy which
has worked for Europe.

Now | come to India. | think, given all this, | have a few suggestions that can work really in India. We need a universal feed in
tariff which is simple and uniformly applied all across the State. We need accelerated depreciation. Currently 80 per cent of
capital investment is allowed for depreciation. Over a period of two to three years, | think, we need to reduce it to one year and
increase the capital investment from 80 per cent to 100 per cent so that the actual benefit goes to the investors through this
accounting manoeuvre.

We need tax equity funding. We need interest rate subsidy and also accelerated debt funding through one of our public
banks for people who are willing to make capital investment in this key sector. We need to create a Government managed
renewable energy fund so that the Government can not only promote investment by partnering with some of the key players
but also, as the money is re-cycled, can actually benefit out of it.

We also need to look at something called the peak power pricing. This is a very interesting concept. The peak demand
for power usually occurs during middle of the day and the lowest demand of power is during the midnight. This is the cycle of
demand and supply. Now, fortunately, all the renewable energy sources produce their peak power during the middle of the day
too. For example, solar energy would be the maximum during the middle of the day. If, like in many other regimes, we can
consider a peak power pricing mechanism, then some of our States will also have to cooperate in this. | think, this can really
go a long distance.

What | sense is that a lot of times we think too much about our present. We are entangled with the problems that are facing us
at the present time. We forget about our future. Shri Jaswant Singhji just pointed out a fact that within 30 years River Ganga
might run dry. It is our future and we have to be concerned about that. We have to be concerned about our next generation.
We need to make sure that we not only just talk but also we need to make sure that renewable energy becomes one of the
major suppliers of energy for us. We are a big energy importing State and we need to make sure that we look at renewable
energy. ¥ Eﬁ'&TU'I?iT H heldd %’ & s?ﬂ?' dol dlec! WA & ?ﬂé{ hrIcr Fl?f %’I Till the time, we do not radically
change the tax incentive tariff regime, | think, just saying that we have a target that ten per cent of our energy is going to come
from renewable source is not going to be enough.

| have a few things about Haryana that | would like to point out. The first is a general comment. It does not necessarily entail to
a peculiar situation, not just in Haryana but overall. This relates to the strain on our federal economic structure that our growth
is now creating. We really need — this is a crucial point — greater devolution of Central taxes. What situation do we have
today? Today, there is a great imbalance between fiscal resources and fiscal responsibility. States have far less fiscal
resources but far greater fiscal responsibility. And this situation becomes peculiar especially for the States which are raising a
lot more taxes but are getting much less in return. Let me point out that, even for the country as a whole, while States are
raising 34 per cent of their revenue, they are incurring 57 per cent of expenditure. This ratio was just the other way round
when we got our Independence. And we defined through the Constituent Assembly our federal economic structure.[SR45

| think we need to take a look at that again now. The Twelfth Finance Commission recommended that at least 30 per
cent of the total revenue should be devolved to the States. | think that needs to be raised to 50 per cent. | will tell you why.
There is a big problem with this.

The expenditure of the Central revenues is usually done through Centrally Sponsored Schemes which have a uniform
formulation across the country. Each State, a lot of Members would appreciate this, is peculiar. Each State has its own



problems and its own priorities. One cookie-cutter, Centrally Sponsored Scheme which is designed for the whole country in a
uniform formulation does not work in certain States. We need to provide States with more flexibility. This creates a rather
strange imbalance in which some of the States which have been doing really well, the so-called progressive States, do not end
up benefiting from these schemes.

For example, a State like Haryana does not benefit from a scheme like NREGA because our wages are higher. Haryana does
not benefit from a scheme like Rajiv Gandhi Vidyutikaran Yojna because all our villages were electrified in the 1970s. We do
not benefit from a scheme like Pradhan Mantri Gramin Sadak Yojna as much as some of the other States do because we
achieved the last-mile connectivity in Haryana in the 1980s. So, we are essentially being penalised for our good performance.
| think this thing cannot go on for long. Acceleration of political federalism in our country has to be reflected in some form of
economic federalism also which is not the case at present.

| suggest that we start by providing flexibility in the Centrally Sponsored Schemes. A case in point is Rashtriya Krishi Yojna in
which broad guidelines are there but enough flexibility is provided to the States to choose how and where to implement
schemes so that they can take care of their own peculiar set of problems and priorities.

Another point which could be very beneficial in this regard, without the States having to compete with each other for Central
revenue pool, is allowing borrowing flexibility to the States. We have States in India with GDPs bigger than those of many
nations which very successfully borrow while issuing sovereign bonds. | do not know why the Centre provides guidelines to the
States not only on how much a State can borrow in terms of debt or bonds, but also on where to borrow. | think that needs to
be changed. | think the mindset that the Centre does not trust the States in the way the States manage their own economics,
has to change. | think we need to allow our States to raise money from wherever the States can.

Regarding GST, the principle of it has to be welcomed and | do that. But again there is a problem in this. | was working with
certain experts to estimate what proportion of State vs. Centre taxes would GST subsume, and here is the estimate that we
came up with. It will subsume 80 per cent of the State taxes, 35 per cent of the Central taxes. Income tax and customs
essentially providing for 65 per cent of the Central tax have been left out of the GST. What | demand is that whatever
expenditure is borne out of the revenues collected by GST, they have to be split in favour of the States. | recommend a 40:60
split in favour of the States. This could be looked at but the expenditure has to be split in favour of the States.

GST makes some glaring omissions in exemptions. Take for example food grains. In agrarian States like Haryana, Punjab, and
others, wheat and rice are currently subjected to a State VAT of about four per cent. They will be included in the GST. Now,
when the State is imposing a VAT, the State usually uses that money to invest in agriculture, back into the Marketing Boards,
so that the farmer and the farming infrastructure are strengthened.[KMRA46]

It has more control over it but this is a double warning for us. So, | think we need to omit food grains such as paddy and wheat
from the GST.

Another point which | feel is very important for a State like Haryana. H’s’la'&', %’ﬁ'&TU'IT F TV Us d9r AT gEEr
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ol E?I@' Srer Yar areT %’I So, | think this is another unsustainable situation we are in. We really need to make sure
that we change this situation. My recommendation, as far as this is concerned, is we need to extend tax benefits to all the
power companies who choose to sell their power to agrarian States like Haryana who are pumping that power in their
agricultural sector to fulfil the hunger needs of our country. This is a very important point and we need to take a look at it.

Feled, T 3R fafe s gRamoT iR Sga ¥ g Wik F WY §, O 98 Gold & A1 g, Jonde A & @,
g JHET a§?f T 3k ?{H? YRt F T ﬁ%l We have land-locks. If you look at the growth that has happened in China
over the last two decades, it is a lopsided growth. The coasts have flourished and the countryside is facing a lot of problem.
Our growth trajectory has moved into an export-led growth model now. Over the next ten years we will see that a lot of growth
will occur in the coastal regions. We also understand that it is our mandate to have an inclusive growth. We cannot have a
region left behind. We are not like China where we can actually ignore the countryside, having left behind. We need to make
sure that we provide certain incentives, tax breaks to all the investors who are willing to take a look at the landlocked States. |
propose introduction of a freight neutralisation subsidy so that all the exporters who are investing in some of the States like




Haryana can avail this to neutralise the cost advantage and disadvantage as compared to some of the other States.

| think Delhi Metro needs to be declared as the National Project. What has happened, Sir, that while the metro is constructed
within Delhi, the Delhi Metro gets the funding from the Urban Development Ministry but as soon as it enters the neighbouring
States, within the other States of NCR, large proportion of this — although the Government of India still funds a part of it — has
to be funded by that particular Government. | do not think we should have this kind of discrepancy. | think we need to convert it
into a National Project.

Last but not least, this is the last point that | made during the Budget speech and | really want to emphasise it because at that
point | did not have enough time to dwell on this. There is an entity called the National Capital Region Planning Board. What is
the National Capital Region? All the area surrounding Delhi, whether it is Rohtak, Sonipat, Faridabad, Gurgaon, Alwar in
Rajasthan, Ghaziabad, Meerut in Uttar Pradesh, is called the National Capital Region. There is a Planning Board to make sure
the infrastructure of the National Capital Region comes up in a way so that it does not create too much pressure on Delhi
because the differential between Delhi and these small townships outside Delhi does not become too much out of hand. Sir, |
am appalled, while the mandate is there to reduce the differential, to have the inclusive growth, to not leave any area behind, to
not create India Shining capsules in the middle of the vast amounts of poverty, as far as National Capital Region Planning
Board is concerned, this mandate is not reflected into action.[R47]

17.00 hrs.

Sir, you would be appalled to know that for the Commonwealth Games the National Capital Territory is getting about Rs.5000
crore. The entire budget of National Capital Region Planning Board - if you could venture a guess - is Rs.50 crore. | am not
mentioning other things that Delhi is getting. | am mentioning what Delhi is getting for Commonwealth Games to beautify Delhi
for tourists. We welcome that. It is our capital but | have a recommendation. If this is the case, then all the people who would
come to Delhi during the Commonwealth Games, for that one month and go back, need to be told to stay in Delhi. It is
because if they go outside Delhi, they will be appalled at the conditions there. Or, a wall needs to be created around Delhi and
it should be written on that wall that you cannot go outside Delhi. On the other side of the wall, it needs to be written that you
cannot enter Delhi because when people would come and see the difference, they would not like it.

So my suggestions in this regard are two-fold. Firstly, if the Government can enhance the direct grant for the National Capital
Region Planning Board, | think it should do that to the extent possible. Secondly, the Board needs to be allowed to issue bonds
because | can put my money on the fact that even if the Board chooses to re-finance and make money out of it and it bets on
the economic growth of the National Capital Region, the Planning Board will make a lot of money. | think issuing such
infrastructure bonds could be a very good idea.

With these words, | conclude by thanking you for the opportunity given to me to speak. | pass on my best wishes to you, all
the Members and the country for the festival of Tee;j.
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MR. CHAIRMAN: Please sit down.
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MR. CHAIRMAN : Hon. Member, you may continue your speech next time.

The House stands adjourned to meet on Monday, the 27th July, 2009 at 11.00 a.m.
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