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LEGISLATIVE ASSEMBLY;fl 
Saturday. !l8th January, 1922. 

The Assembly met in the Assembly .Chamber at Eleven of the Clock. 
llr. President was in the Chair. 

THE DELHI UNIVERSITY BILL. 
lIr. B. Sharp (Education Secretary): Sir, I beg to move: 

" , That the following seven Members of the Legislative Assembly be nominated to 
8el'Ve on the Joint Committee to consider and report on the BiD to establish and in· 
corporate a unitary teaching and residential University at Delhi, _ely: 

Mr. Khagendra N ath Mitra, 
Mr. J. P. Cotelingam, 
Dr. Sir Deva Pruad Sarvadhikary. 
Mau!vi Abu! Kasem., 
Dr. H. B. Gom, 
Mr. B. C. Shahani, and myself.' 

The motion was adopted. 

THE INDIAN INCOME-TAX BILL. * 
Lala GirdharUal .&ganrala (Agra Division: Non-Muhammadan Rural): 

Sir, I beg to move the amendment which stands in my name. The object 
of my amendment is that, whenever there is a loss in business or bad 

. debts which have been put down in the accounts of the last year, they 
should be taken into consideration in calculating the profits of the next 
year. Sir, I have consulted the English law on "the subject and I fint! 
therein that a tax is imposed upon the average income of the laSt three 
years. If the same principle were followed here, the results would be 
exactly what I beg te submit before you. My amendment runs as follows: 

• To sub-clause (1) of clause 10, add the following: 'which have been actually 
received, after deducting losses and bad debts carried forward from the previous year's 
account.' 

The amendment which I am bringing before this Honourable House 
needs no words for commending itself to your consideration. I submit 
that it is only just and fair that only the actual income should be taxed 
and. not the supposed income. I know that I have already said that every-
body has to be taxed, and it is not right and proper that somebody should 
escape at the expense of others. At the same time, I must say that, 
when money is required, it is not right and proper to put your hands into 
the pockets of the nearest man who seems to have money in his pocket. 
The real object of the law is to get money proportionately and relatively 
according to the income of each individual. In these circumstances, I 
eubmit that the amendment which I move is a just and proper one, and 
I oommend it to the acceptance of this Honourable House. . 

lIr. -G. G. Sim (Joint Secretary: Finance): Sir, one of the principal 
changes introduced in this Bill-and it is a chdge that has been demanded 
by all the committees that have sat in connection with the amendment of 
the Act and is elaborately provided for in numerous clauses of the Bill-is 

• Continued from the discussions 'of the 25th January, 1922.. 
(1001) • 
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[Mr. G. G. Sim.] 
that, where a man has got a business, his profits shall be assessed to-
income-tax so far as possible, according to the system of accounts which he 
employs for the purpose of his business. There are two main systems of 
keeping accounts. There is first the case of the man who works on a cash 
basis, who merely keeps a cash account, and asks to be assessed according 
to the amounts that he has actually collected and according to the expendi-
ture that he has actually paid out. Then we have the case of people who 
work upon the mercantile accounting system and who are assessed upon 
book profits. Their accounts pay no regard to the period during whic)} 
money is collected. As soon as a transaction is concluded, when, e.g., 
goods are sold, the amount due to them is entered on the credit side of their 
account irrespective of the date when the money is actually collected. 
Now, Sir, -it has been demanded by the commercial community that they 
should be assessed according to the particular manner in which they keep 
their accounts. The first portion of Lala Girdharilal Agarwala '!'jsm:md. 
ment proposes to abolish this reform. He proposes that everybody shall 
be assessed according to the profits which have been actually received. 
That is to say, he proposes that, where people keep their accounts accord-
ing to the mercantile accounting system, they shall be compelled for-
income-tax purposes to recast the whole of their accounts on a cash basis. 
This is a proposal that the mercantile community would not tolerate for-
one moment. 

Then, Sir, there is another part of the amendment in which Lala 
Girdharilal Agarwala refers to bad debts. Bad debts can only occur in the-
second case, i.e., where assessment is made upon book profits. As I have-
said, the man who keeps accounts on the book profit system enters the 
amount at which he has sold his goods on the credit side of his account as . 
soon as a sale takes place whether he receives payment then or not. It may 
happen that he cannot- collect that money, and in the year in which he 
finds that the money is irrecoverable it is written off as a ' bad debt.' It 
is therefore only in cases where this book profits system is the method 
adopted for maintaining the accounts of a business that bad ~iebb' <lan 
oocur. They cannot obviously occur where you work upon the cash basis 
system,-based on the money actually collected. Therefore the seconi~ 
part of the amendment is inconsistent with the first. 

The Honourable Member has also introduced a proposal for deducting 
losses carried forward from the previous year's accounts. This would in-
troduce a very radical change in our whole system of taxation. At pre-
sent we assess the profits of a particular period of 12 months. When this-
Assembly passes the Finance Bill requiring that income-tax shall be levied-
at a fixed rate or rates, it means that that rate or those rates shall be levied· 
on the profits of a definite period. The profits of that period are considered 
by themselves. They are entirely isolated -without any consideration of 
what went before or what comes after. 'rhis proposal means that you are 
to carry on . from year to year any losses that may have occurred. This 
is a proposal, Sir, that was considered both by the Simla Committee and 
hy the Joint Se.lect Committee, and both rejected it. I see no reason fol'-
differing from the conclusion at which they have arrived. I oppose the. 
r.mendment. ;i!) 

][r. President: The question is that the following amendment be Pl'lde: 
• To sub-clause (1) of clause 10 add the following: • which have been actually 

received, after deducting losses and bad debts carried fl'rward from the previous year'a. 
account '. 

The motion was negatived. 
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Bbal Kan Singh (East Punjab: Sikh): Sir, the amendment which I 
have to move is 88 follows: • 

• In clause 10, sub-clause (I) (ii.) omit the words • where the payment of intereet 
thereon is not in anyway. dependent on the earning of profits.' 

Sub-clause (B) runs : 
.. Such profits or gains shall be computed after making the following allowances '. 

and' sub-clause (iiI) within' that says: 
• in r8spect of capital borrowed for the purposes of the business, where the payment 

of interest thereon is not in any way dependent on the earning· of profits, the amount 
of the interest paid '. 

The principle underlying this clause is that, when a businessman 
horrows money and has to pay interest on it, then out of the profits that 
accrue to hiJ;n he has got to pay that interest, and therefore the real pro-
fit that he gets is only that amount which remains after his having paid 
this interest. I C8DDot understand why, if there is a condition in the 
following way, • I will pay you (the money-lender) interest at such and. 
auah a rate if any profits accrue to me, or at a lower rate if no profits ac-
crue, why in such a case that interest should not be deducted out of the 
profit. The point is that he has paid so much out of the profits to the 
creditor. In either case, he does pay it. The only defence that can be 
brought forward in favour of keeping these words, which I now wish to 
omit, is that some contracts between the money-lender and the business-
man may amount to a partnership and it could be said that a man who 
makes the payment of interest dependent on accrual of profits is, really 
speaking, a partner, and, therefore, as a partner, we are to assess the whole 
amount just as we do in the case of any finn. But, the mere fact that 
interest is made dependent on the accrual of profits does not make thc 
business a partnership. A man who has got nothing to do with the profit 
or the loss of the thing, a man whose receipt of interest is not necessarily 
rateable and dependent on the increase or decrease of profits cannot bfl 
called a partner. A man who does not take any responsibility for the loss 
and who silnply lends his money as a mere creditor which he can legally 
take back from his debtor, can in no sense be called a partner. 
It he cannot be called a. partner, I cannot understand why 
and on what principle we can say that the amount that has got to be 
paid to that creditor is not to be deducted out of the profits which the busi-
nessman gets. Take an example. Suppcfsing there is a sort of condition 
between. the debtor and the creditor that' if profits go above 2(', l'er Mnt. 
I will charge you 10 per cent. interest. If the profits fall below 20 per 
.cent., well, I will charge you 5 per cent. interest.' The actual amount of 
interest to be paid by the debtor does not depend in this case on the actual 
amount of profits. There is only one condition which·makes the interest 
dependent on profits in one respect only. Supposing the profits go up to 
80 per cent. the debtor is not to pay any extra amount of interest for that. 
So, in no sense can we say there exists any real partnership between the 
~b o n  the creditor and we are not in any way justified in not making 
an allowance for the amount of interest he has paid. If there is anything 
to show that the contract between the debtor and the creditor amounts 
really to a partnership, that is quite separately provided for. Our income-
tax officer ban say if a certain contract does or does not amount to a partner-
ship. If it does amount to a partnership, he is free to assess it like that. 
but if it does not amount to a partnership, I cannot understand on what 
p.:inoiple we c.an say that we shall not allow this interest. Supposing a 

A.2 
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[Bhai Man Singh.] 
man has got a friEllld or a relation who advances money to him. on this 
very condition, ' All right, I am drawing 5 or 6 per cent. from my Bank. 
I would be perfectly satisfied with  getting 5 per cent. from you if you do 
not get any profits. But, my dear Sir, if you get any bigger profit I should 
take the same amount which I would have taken from any other debtor 
of mine. Then I will charge you 12 per cent.' But there is no condition 
about a share in the profit or loss of the whole business. I cannot under-
stand how we are entitled to sav, 'No, in this case we shall not allow 
this interest to be deducted out of those profits.' Excuse me, Sir, when 
1 say bluntly that, in spite of thinking over and over again on this point, 
1 have not been able to understand the rationale of this provision. With 
these remarks I recommend this amendment to the acceptance of the 
House. 

Mr. G. G. 81m: Sir, the reason why these particular words were inserted 
!ll the present Act and have been retained in the present Bill is simply in 
Drder to distinguish clearly between money that belongs to the owners of a 
business and money that is borrowed by them from outside. If these words 
were removed it would not be possible to tax a company at all. At present 
under the provisions of this clause a company is allowed to deduct from 
i~  profits the interest on any money that it borrows ~o  outside at fixed 
rates of interest, such as money obtained on mortgage or by means of 
debentures; so far as the money employed in the business belongs to the 
Ehareholders or owners of the company, the company is taxed upon the 
Frofits accruing on that money. If these words were removed, it would 
be quite possible for a company to claim that the whole of its share 
-capital was borrowed and that it is not liable to any tax. The same remarks 
ftpply to a firm. If a firm borrows money from outside, the interest on 
the money borrowed is allowed, but it would be quite easy, if these words 
were removed, for the partners in a firm to come forward and say that 
i,hey have no capital and that they were working entirely on borrowed 
money borrowed from the individual partners. I am not aware that the 
working of this clause has given rise to any inconvenience or to any in-
justice in any case whatsoever, and the necessity for retaining these words 
i1! obvious. I oppose the amendment. 

JIr. President: The question is that the following amendment be m "de: 

• In elame 10, sub-clause (S) (iiij, omit the words' where the payment of interest 
thereon is nat in any way dependent on the earning of profits '. 

The motion was negatived. 

Baa Bahadur T. Bangachariar (Madras City: Non-Mubammadan 
'Prban): The amendment that I have to move is: 

'To sub-clause (S) (iii) of clanse 10, add the following: 'Ezplanation :-Recur-
ring subscriptions paid periodically -by shareholders or subscribers in a Mutual Benefit; 
Society, shall be deemed to be 'capital borrowed ' within the meaning of this clause.' 

The object of this clause, as Honourable Members will see, is to provide, 
in computing gains or profits, for the exclusion of bona fide interest paid 
on borrowed capital. It is a well-known rule of law that, in the case of 
share capital in companies, any interest paid or dividend paid on that 
share capital is not excluded for the purpose of income-tax. We have got 
in Madras 8 number of societies called Mutual Benefit Societies or Pro-
vident Funds in which poor people  combine in order to put their .avinS-. 
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The way in which they do it is this. Each man pays one rupee a on~  

~  at that rate pays for 76 or 84 months as the rules of the society may 
provide, aud, at the end of that period, they get paid in a lump sum of 
Rs. 100 or 101 or 102, as the case may be. 

It is II more or less co-operative concern and the money 80 subscribed 
is pooled together and lent to the members of the society, those who are 
in need of money. People are encouraged to save from their small earn-
ings, and people in needy circumstances are able to borrow at a cheap -rate 
of interest instead of going to the money lender in the market and paying 
large rates of interest. Now, under the rules as they are now worked,_ 
this is treated as if it was a share capital in a registered company and ' 
therefore the income-tax officers in Madrss do not allow any deduction 
for the interest which is payable on these subscriptions by individual mem-
bers. The rules provide for the calculation of interest on this one rupee 
SUbscription which he pays monthly at the rate of 6i per cent. or 7 per cent. 
Each year it accumulates in that way. The Ril. 76 or 84 paid by a man 
is repaid to him at the end of 76 months or 84 months in a lump sum of 
}(,s. 100 or 101 or 102. This is set apart,' year after year, as what is 
called guaranteed interest, in the accounts of the company, and eRch month 
s,)me subscriber's term will expire. Suppose there are a thousand subs-
cribers. Some of them will begin subscribing in the month of January, 
some in February, some in March, and so on. So every month some 
subscriptions will mature and therefore each month they have to provide 
some money in order to pay these subscribers-the interest paid on these 
subscribed amounts or what is called the guaranteed int.erest is pl"Lvided 
for and the income-tax officers refuse to make any allowanee for this 
interest which is paid, because they want to treat the one rupee, paid month 
after month, as share capital in a company and therefore they do not allow it. 
1 ~n  having regard to the beneficent object which these societies have, 
you must not calculate as profits what is paid in the shape of interest on 
horrowed capital. They should also he treated really as money lent to the 
concern. It is money lent to each other and they merely put up their 
savings in that way as money lent for the purpose of transacting that most 
important business. I know that, in Madras, the rate of interest in the 
money market is kept down considerably by the operations of these various 
societies, which are scattered all over the Presidency, not only in the Pre-
sidency town but all over the Presidency, and to treat this as share capital 
d,oes not sound at all reasonable. On the other hand, if you want to 
raise the income-tax on this amount also, you, will drive these benefit 
societies to raise their rates of interest. They lend the money amotlgBt 
the subscribers themselves and if they have to pay this income-tax, they 
will have perforce to raise their rate of interest which they levy from the 
subscribers and I do not think it can be the object of a good Government 
to prevent these societies doing useful work, and I, therefore comme,.d 
this amendment to the acceptance of this House. It will enable these 
societies to carry on their transactions in a beneficent way. I know this 
pas worked as a hardship in my own province. I do not know the case 
In other provinces, but I have described the nature of the transactions 
and I hope the Assembly will accept my amendment. 

The Honourable Sir Malcolm Halle, (Finance Member): Would )(\U 
anow me, with your permission, to ask purely for our information whether 
the term • Mutual Benefit Society' is defined in any Act. Perhaps the 
Jlonourable Mover will kindly let us know that. 
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Bao Bahadur T. BaDgacharla'r: If it is not defined we will dufiue if; 
now. I do not think I can call to memory any provision in any Act which 
has defined it, but I think the words are self-explanatory. 

:Mr. G. G. 81m: I have seen the rules of some of the ass(;ciati"ns. 
benefit societies and companies that have been referred to by the Honourable 
Member. Representatives of some of these appeared before a committee 
which sat in Madras last year and the members of that committee got so 
Gonfusedregarding the phraseology used in the rules that they gave up 
any attempt to discover exactly what the constitution of these societies 
was. Similarly, a set of rules was brought before the Joint Committee 
when it discussed the Bill. I think a great many of the difficulties ex-
perienced by these societies is .due to the peculiar phraseology that they 
use. They are of different types and have different rules. In some cases, 
subscribers are called shareholders, debenture-holders and various other 
names, and some of the difficulties that they have experienced are largely 
due to their wrong phraseology. At the same time, as the Honourable 
Member has pointed out, there is a certain amount of hardship in connection 
with some of these societies, owing to the fact that the members of these 
societies in some cases are not personally liable to income-tax. But I do 
r.ot think that he can ask pmvision to be specifically made for these peculiar 
Eocieties. which have different sets of rules and which are under different 
constitutions, by a general provision in the Bill. In any case.it would be 
impossible to insert this • explanation.' As the Honourable the Finance 
Member has pointed out, there is no definition of what a Mutual Benefit 
Society is. It would be impossible in any case, I think, to insert in the 
Fill a provision that the money paid by share-holders shall be deemed 
f;c. be capital borrowed. These two terms are mutually contradictory. 
Perhaps it will meet the views of the Honourable Member if I suggest that, 
when this Bill is passed, he should ask the Government of India to take 
into consideration the peouliar circumstances of these societies and to see 
whether any special provision is necessary for them under clause 60 of the 
Bill. Clause 60 of the Bill gives the Government of India power to reduce 
taxation or to make any concession they please in favour of any particular 
ciass of income. It is impossible to arrange for these societies in the way 
~ ic  he suggests. The wording of the explanation is too loose and would 
be capable of different interpretations. The full facts regarding these par-
ticular societies are not before the House and I do not think the House 
can be asked to legislate for them specially, but the Government of India 
are quite prepared to consider the case of these societies when the full 
facts are placed before them, to consider whether any special concession 
is required or whether any special arrangements are necessary in order to 
secure an equitable 9.SSeSBment of income-tax. I hope the Honourable 
:Member will, theref6re, see his way to withdraw this partioular amendment. 

Bao Bahadur O. 8. 8ubrahmanayam (Madras ceded districts and 
Chittoor: Non-Muhammadan Rural): The concerns or the institutions on 
behalf of which my Honourable friend. Mr. Rangachariar, has moved his 
amendment are institutions well J..-nown in my province. Other provinces 
do not seem to have such concerns. 

Now the history of these concerns is one well worth the attention of 
Government. When the Indian Companies Act, 1882, was passed, a large 
number of institutions, which were unregistered· and which were known by 
the name of • chit funds' and so on; institutions peculiar to the ~  

l'residency, in order to regularize their position under the law and in 
order also to make their officers liable, registered themselves under the 
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Companies Act; and, when registering themselves under the Companies 
Act,-some.01 them so long as 40 years ~ ~  no doubt s~ words and 
phrases WhICh w.ere not r.eally applicable to the business they were doing. 
They called theIr subscnbers, shareholders;' they called the periodical 
.Jayments • calls.' But we know that a shareholder in a Joint Stock Com-
I!an:y n~ e  gets back his money from the Company, unless it goes into 
lIqwdatlOn and then only from the hands of the liquidator. In these con-
ce.-nsthe s ~ o e s  so. c~ e  are not really shareholders; they are 
s ~ sc oe s paY10g a subscnptlOn month by month: one rupee is ordltlari-
~ ~ amount whieh each shareholder pays. He continues those pay-
mf'nts for 45 months, or 27 or 80 or 90 months, and then, at the end of 
t,hat period, whatever it may be, he receives his money back, plulJ an in-
terest .calculated at a certain rate--six per cent. generally. That is, he 
{;ets hIS money plu8 the interest back, and if there is any surplus in the 
fund after the expenses have been met, then he gets something more 
later on. But he is assured, in a way in which no company can assure its 
lIhareholders, of a payment of six per cent. It, therefore, happens that 
people of small means are almost always the members of such institutions. 
'fwo things attract them; the first is the facility with which they can get 
hack their money at the end 'of these short periods. We all know, so far as 
Indian!:! are concerned at least, that people are loath to put money into 
Jo1Ot Stock concerns, because they cannot ~  back their capital. Even 
Government securities are faced with the same difficulty. A great ma.ny 
people say that they will not put their money into it because they cannot 
get it back. But these institutions give facilities for getting back one's 
eapitw and therefore men of small means, labourers, artisans and clerks, 
and peOple in a small way generally, subscribe a rupee or two a month, or 
as much as they can afford, and at the end of a certain short period they 
get back their money. Secondly, in the meanwhile they have facilities 
.ior borrowing. They can borrow an amount to the extent of their outlay, 
whenever they require it. These concerns are therefore practically co-
(perative concerns without the intervention of Government. 
In the Madras Presidency every district, every tehsil station, ha.s got a 

concern like this. Their names vary in different places; in one place it may 
b~ called a Hindu Mutual Benefit Fund; in another place it will be known 
as a Hindu Perm81lent Fund. Of course they are all names which have 
no particular meaning. Some of them are high-sounding; but there is no 
ilJC'd in taking up their nomenclature, criticising them and then saying that 
they come under the Companies Act: even though the subscribers are 
called . shareholders ' and the monthly instalments which they pay in 
are called • calls..' Though they utilize the phraseology of Joint Stock 
l)C)mpanies they are in fact not Joint Stock Compania;; in the sense in 
which we 'understand them. The men who put their money into ~e 
'.concerns get back their money in a short time; no shareholder in a Jo1Ot 
I3tock Company gets back his money directly, from tbe Company. These 
lnstitutions are very well known to e e 'o~e 10 ~ ~  i ~ s  and non-
oH.idaic, and there will be absolutely no dIfficulty m, diflerentiatmg ~  
though registered under the Companies Act, from Jo1Ot Stock Comparues. 
'Iher( {ore the ·Honourable Mr. Sim's objection t,hat they call themselves 
by certain names and those words and phrases bnng them n e~ th.e ~o
pat'ies Act and that it will be a very difficult matter to !hscnmmate 
between ~ i  and other eoncerns registered under the Comparues Act, has 
no force. Any Madras official would be ~ e to tell Y0',l ~ one of these 
institutions is not a Joint Stock o ~n  10, the sense.1O whIch we un1:1-
stand the term. These are concerns 10 whIch there IS really no capl . 
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[Baa Babadur C. B. Subrahmanayam.l , 
Money is put in by the subscribers and it is·taken back after a short period. 
Ihere is a further point; they are all small concerns; their working expenses 
am SIli8ll and their earnings are small. If you tax them just like Joint 
13tock Companies of the highest grade, practically all their earnings will 
be taken away by the Income-tax officer. The result will be that these 
institutions will either have to close down or be driven to alter their articles 
of association and form themselves on an entirely different basis. It 
would be a great hardship. The amendment proposed explains itself, and 
I ~ in  there will be no hardship in accepting it, anfl it will give much 
needed relief. Almost all these concerns have addressed letters to the. 
Secretary of the Legislative Council pointing out their difficulties, and 
pnnted copies of that letter, which have been sent to me, have been 
circulated, as far as-possible, among the Members of this House. I must 
congratulate the gentleman who spoke for Government on his apprecia-
tion of the difficulties of these institutions. As he understands them, it 
caunot be very hard for him to find a solution for this difficult matter. 

The Honourable Sir IIalcoIm Hailey: After Mr. Subrahmanayam.'s ex-
planation, I do understand the case a little more clearly than, I con-
fess, I did before; but I do not think he has correctly or 
fully represented the objection, which my friend, Mr. Sim, brought forward. 
to the inclusion of the proposed explanation in the Bill. Now, in 
the first place, it is quite Clear that there is no statutory definitioq of a 
• Mutual Benefit Society.' In the second place, it is clear that, in point of 
fact, these Societies are in numerous cases not even called • Mutual Benefit 
bocieties' at all. In a large number of cases they are called, to use the 
Hcnourable Member's expression, by various high-sounding names. That. 
in itself, would naturally cause difficulty in the interpretation of the 
• Explanation.' Further, the term • Mutual Benefit Society , is probably 
of very much wider application than the operationji of these particular 
Societies; in fact, a member of a Club might be inclined to claim that a 
Glub Blso was a Mutual Benefit Society and that the : Explanation ' should 
apply to it. 

Now, Sir, -the case we put forward was this, that, admitting that 
i.hese Societies have BOme claim to protection, we yet desire to examine 
thdr case more fully. We desire also that these Societies should have a 
ch·.nce of putting themselves on a basis so clear, and arrange their terms 
with such precision, as to allow of their receiving the benefits of any exemp-
tit'II that we might grant. When that is done, we would consider their 
case under section 60 of the Act. I put it to the House that it is not 
advisable to include in the Act any term so indefinite as this and so difliculll 
of interpretation. I have been twitted with not being a lawyer. I am 
not ashamed of not being a lawyer. I have other functions, but I know 
su.4ficiently of legal operations to say, and to say with confidence, that 
it is very inadvisable to put in an Act a term of general and undefined 
apulication. To do so very often leads to very much more o b~e than 
the framers of an amendment calculate. I ~o  further, say, SIr, that 
it i" inadvisable for this Assembly to put on Its .Stat!lte Book an expla!la-
tior: so worded that it would seem to have the conous ef!ect of making-
mrmey paid by a subscriber. or s e o ~  actually .' c ~  borrowed;' 
ob"10usly it cannot be • capItal borrowed: Indeed, It rel!lmds D?-e of &> 

go.-d deal of the laudable efforts of certam officers, made .10. the mterest 
of sport. to bring such animals.· as elephants and leopards Wlthm the opera-
tioY'. of the Wild Birds Protection Act, . 
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Sir P. S. Sivaswamy A}yer (Tsnjore cum Trichinopoly: Non-Muham-
madan Rural): May I suggest a solution, Sir, out of the dit1iculty pointed 
out by the Honourable the Finance Member, which I fully appreciate. 
Supposing you ade! the words • as defined by rules made under this Act • 
after the words' Mutual Benefit Society,' that will leave it· open to the 
Finance Member to frame his definition in such a manner as to meet 
precisely those 'cases which' he wants to meet and shut out cases which he-
does not want to meet. 
The Honourable Sir Kalcolm Bailey: Sir, if I may say so, this addi-

tion is quite unnecessary, for we have a very wide power under section 
60. and, if necessary, we are prepared to utilise that power. It is not at 
all necessary to lay down that we should frame rules to this. particular 
effect under the Act. 

ll.ao Bahadur T. Bangachariar: I am sorry the Honourable the Fin-
a'lCe Member would not ~ce  the proposal, even as amended by Sir 
Sh'8SW3DlY Aiyer. We know the Government of India have ample.p>wer. 
\\"I:\ know also how, in income-tax cases, they exercise their power. Un-

~ we have some such explanation, it is at least likely that this power 
w .. ,Ild be exercised. We know how income-tax officers are heartless. T() 
bring up cases from remote districts, say Malabar, to the Government of 
Inaia is really asking too much. I think the clause as amended by Sir 
Sh uswamy Aiyer meets all the objections raised. It is open to 3o'.em-
mt..'1t to define a Mutual Benefit Society, and I do not see why there-
should be any objection. I therefore press my amendment (as amended 
I::y Sir Sivaswamy Aiyer). 

)[r. President: Am I to understand that the Honourable Member-
U-'I)ved these words as an addition to Mr. Rangaehariar's amendment? 
SIr P.· S. stvaawamy Ai,..,: The amendment is-to add the words. 

• as defined by rules made under this Act '. after the words • Mutual Benefit 
Society.' . 

Mr. President: Amendment moved: 
• To sub·clause (') (iii) of clause 10, add the following: • Ezplanatio71 :-Recurring 

subscriptions paid periodically by shareholders or suhacrihers in a Mutual Benefit. 
Society, (U defined by rulu _de undet" tAiB Act, ahall be deemed to be • capital b0r-
rowed' within the meaning of this clause.' 

The question is that  that amendment be made. 

The Assembly then divided as follows: 

Abdul MajicI, Shaikh. 
Agarwala, LaIa G. L. 
Ahmea, Mr. K. 
A.iyer, Sir P. S. Sivaswamy. 
.Asjad-ul·lah, Maulvi Miyau. 

~ e  Mr. K. G. 
Ba]pai, Mr. S. P. 
Barua, Mr. D. C. 
. Bhargava,. Pandit J. L. 
dbarahun, Mr. J. 
F&lyaz Khan, Mr. M. 
Gour, Dr. H. B. 
Habibullah, Mr. Muhammad. 
Jatkar, Mr. B. H. R. 
JejeebhoyL. Sir Jamsetjee. 
Mahadeo prasad, llnnahi. 
Man Sinllth, Bhai. 
lrfisra, Mr. P. L. 

AYES-36. 
Muaaliar, Mr. S. 
Mubammad HullS&in, :Mr. T. 
Mukherjee, Mr. J. N. 
Nag, Mr. G. C. 
Nand LaI Dr . 
Neogy, Mr. K. C. 
Pyari Lat, Mr. 
Rangachariar, Mr. T. 
Baa, Mr. C. KriBbnaswami 
Readi, Mr. M. K. 
Bamarth, Mr. N. M. 
Sarvadhikary. Sir Deva Prasad. 
Sinha, Babu L. P. 
Sinha, Beohar Rallthubir. 
Subrahmanayam, Mr .. C. S. 
'I'hackersey, Sir Vithafdas D. 
Ujaltar Singh. Baba Dedi. 
Wajihuddin, Haji. 
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NOES-.-29. 

Bradley-Bin, Mr. F. B. 
Bray, Mr. Denys. 
Bryant, Mr. J. F. 
-Carter, Sir Frank. 
"Chatterjee, Mr. A. C. 
~oo s n  Sir Sydney. 
Dentith, Mr. A. W. 
Fell, Sir Godfrey. 
Gidney, Lieutenant-Colonel H. A. J. 
Ginwala, Mr. P.  P. 
Hailey, the Honourable Sir Malcolm. 
Hullah, Mr. J. 
Innes, the Honourable Mr. C. A. 
Iswar Saran, Munshi. 
Keith, Mr. W. J. 

The motion was adopted. 

Manmohandas Ramji, Mr. 
Maung Maung Sin. 
McCarthy, Mr. F. 
Mitter, Mr. K. N. 
Nabi Hadi, Mr. S. M. 
Percival, Mr. P. E. 
Renouf, Mr. W. C. 
Sarfaraz Hussain Khan, Mr. 
Sharp, Mr. H. 
Sim, Mr. G. G. 
Spence, Mr. R. A. 
Vincent, the Honourable Sir William. 
Waghorn, Colonel W. D. 
Way, Mr. T. A. H. 

Sir· Vithaldas D. 'l'hackersey (Bombay Millowners' Asllociation : 
Indian Commerce): Sir, I beg to move: 

• In sub-clause (1) (iv) of clause 10, after the words' for the purposes of the bud· 
lDess,' insert the following words : 

• And' in respect of insurance against loss of profits and fixed charges by IUclii 
<damage or destruction '. 

Sir, clause 10 (2) (iv) provides for an allowance: 

• In respect of insurance against risk of damage or destruction of buildings, 
machinery, plant, furniture, stocks or stores, used for the purpose of the business'. 

I wish to propose that allowance should also be given in respect of insurance 
~ ins  loss of profits and fixed charges by such damage or destruction. 
I note that, at the top of page. 5 of the Report of the Joint Committee, 
they say: 

• We do not consider it advisable to insert any provision in the Bill allowing, as a 
business deduction, insurance against the loss of profit. Departmental instructions 
llhould, however, be issued that, where the owner of a business asks for any such 
allowance, it should be given on the assessee agreeing to pay income-tax on the amount 
recovered from the insurance company. Similar instructions should be issued regarding 
insurance against loss of rent under clause 9.' 

I do not know whether this recommendation of the Joint Committee .is 
accepted by Government and whether Government will give an under-
taking that such instructions will be issued. The most satisfactory way, 
however, of dealing with such a question, where we all agree, is to include 
a provision in the Act, providing at the same time what the Joint Com-
mittee mentions, namely, the words 

• on the assessee agreeing to pay income-tax on the amount recovered from the m-
llurance company'. 

I do not think that there can be any objection to drafting a clause to give 
effect to the idea of the Joint Committee, but, if I am assured that Gov-
ernment will issue the necessary instructions, I will not . press this amend-
ment. 

Kr. G.  G. Sim: Sir, I can assure the Honourable Member thllt depart-
mental instructions will be issued in the exact words used by the Joint 
Select Committee. 
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I nftght explain that the reason why the Joint Committee decided not 
to put in a special provision in the Bill was that the commercial represen-
tatives explained that it would not always be convenient to take advantage 
()f the concession and that certain businesses might prefer not to have the 
allowance and not to be taxed on any amount received from the insurance 
.company. It was, therefore, decided to leave it entirely to the option of 
the owners of each particular business. 

I hope, therefore, that the Honourable Member will withdraw the 
amendment. 

Sir Vithaldas D. Thackersey: I beg to withdraw the amendment. 
The amendment was, by leave of the Assembly, ~ n  

Sir ViUlaldu D. 'lhackersey: Sir, I beg to move: 
• After sub-clause (I) (iv) of clause 10, insert the following!_ 

• (tI) In respect of contributions made by a company, firm or corporation to a regn-
wly constituted provident fund for the benefit of -its employes and the interest 
.allowed thereon '_ -

I think the House will agree with me that, when a company or corporatioD 
sets aside a special fund for the benefit of its employees by way of aprovi-
dent fund, and that fund is properly constituted for the benefit of the 
employees, an allowance for such amount as may be set aside for this 
purpose should be made before income-tax is payable. I do not think 
there can be any difference of opinion about that, and I pope-Government 
will accept this amendment. 

Kr. G. G. Sim: ·Sir, the difficulty about accepting this J·artieu)ar 
amendment is that it is difficult to say what particular interpretation 
"Would be put upon the words • regularly constituted provident fund.' It 
is entirely owing to the difficulties regarding private provident funds that 
the Government recently circulated a letter to commercial associations and 
to Local Governments asking for their suggestions regarding legislation 
for the purpose of putting these provident funds upon a legal basis. I 
have seen the rules of many -of these funds and they differ in many res-
pects. The whole of this question was thrashed out at considerable length 
before the Joint Committee and the Joint Committee have made the follow-
ing recommendation: 

• We do not consider it advisable to make any specific provision regarding the de-
ductions to be allowed on account of the contributions of employers to private provi-
dent funds of companies and firms. We consider, however, that the practice should 
be that such contributions should be allowed in cases where the funds are irrevocable 
trusts and where the employers' contributions cannot under any circumstances be re-
-covered by the employers '. 

[ can assure the Honourable Member that instructions will be issued to 
give effect to this recommendation. It is intended to follow this practice, 
that is to say, to allow such contributions where it is clear that the em-
ployer cannot himself recover the money from the provident fund, until 
legislation _ is introduced to give effect to the proposals made by the Hon-
()urab'e Member. 

I hope, therefore; the Honourable Member will see his way to with-
draw this amendment. . 

Sir Vithalda8 D. TJiackU88y: I am satisfied that-the necessary instruc-
tions will-be issued, and I beg to withdraw my amendment. 

The amendment was, by leave of the s~e b  withdrawn. 
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La1a Girdharilal Agarwa1a: Sir, the amendment which stands .in my 
11 NooN. name runs as follows: 

• In sub-clause (!) of clause 10, insert the following: • ('Jii) In respect of amount. 
transferred to a reserve for the purpose of internal insurance and Bums paid towara 
insurance against loss of profit or loss of .rent under clause 9 and contributions by em-
ployers towards provident funds for the benefit of the employees.' 

Now, Sir, my amendment is to a great extent covered by the amendment 
already moved by my Honourable friend, Sir Vithaldas Thackersey, and. 
on the assurance which has been given by the Government, I think it 
would not be of any use to me to move this amendment. The special 
reason which I see is this, that a big deficit is coming on and perhaps we-
are not in a mood to cut down very much, so I think I will not press my 
amendment. 

Haji Wajih-ud-Din (Cities of the United Provinces: MuhanJmadan 
Urban): Sir, I beg to move: 

• After clause 10 ~  (vi), insert the following : 

• (vii) In respect of Zakat or Dharmada not exceeding 2! p_er cent. of liusiness 
property (house property of all kinds excluded) actually paid or transferred 
to such funds during the year.' 

And re-number (vii), (viii) and (i:l:) as (viii), (iz), and (:1:), respectively.' 

I want that an allowance should be made in respect of Zakat ancJ 
Dharmada which every Muhammadan and Hindu is bound to spend accord-
ing to his religion in respect of his working capital. • The rate specified by 
the Divine Law for Zakat is 21 per cent. and for Dharmada on in s~ 

according to my knowledge, one-ninth per cent. There may be some-
defaults in this respect, but the majority have to spend this proportion. 
and therefore I ask that provision be made for the allowance asked fOI. 

'l'he Bonourable Sir Malcolm Bailey: Before we proceed to discuss this 
amendment, may I, with your permission, ask the Honourable Member 
what meaning he attaches W the words • business property?' 

Baji Wajth-ad-Din: Working c~ i  of the business. 

'l'he Bonourable Sir )[alcolm Bailey: Might I ask him to def'tlle it in 
some term used in the Act itself? 

Baji Wajih-ad-Din: Working capital of the business will do, I fl1lp?Ose. 
These are the terms I suggest. 

'l'he Bonourable Sir Malcolm Bailey: Sir, I am afraid that neither or 
the terms which the Honourable Member has quoted to us is used in the 
Act, and it is therefore still very doubtful, in my mind, exactlv what 
deduction the Honourable Member actually proposes to make-whether 
he proposes to make it from the profits, or the gains, or whether he actually 
proposes to make it from what he described as the working capital, is still 
very doubtful. 

Baji Wajth-ad-Din: I want it taken from the capital, Sir. 

'l'he Bonourable Sir JIalcolm BaUey: In that case, Sir, I submit that; 
the en en~ falls to the ground, as we do-not tax capital at all. We: 
tax, of course, profits and gains. 
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Bali Walih-ud-DlD: Yes, I want it deducted from the profits at the 
rate of 2i per cent. 
'l'he Honourable Sir Kalcolm Hailey: I now understand that he wishes 

to deduct up to 2i per cent. from the profits. 
Bali Walih-ud-DlD: Not from the profits but from the capital. 
The Honourable Sir Kalcolm Hailey: I now understand tltst the 

Honourable Member wishes to deduct 2i per cent. from the capital. May 
I point out again, that we do not tax capital. We tax profits. However, 
Sir, leaving alone the very mysterious nature of the proposition which the 
Honourable Member wishes to put forward, and which still leaves me in 
tBe utmost doubt 88 to its interpretation-a doubt which I am sure is 
shared by the House,-I would point out. that what we set out to tax is 
the profits or income of a person, and we deduct from it such sums 88 are 
necessary to earn those profits or that income. If e en i ~ is incurred 
by him of a purely optional nature, it is clear that we cannot allow a deduc-
tion on that account so long 88 we adhere to the principle of deducting 
only those expenses which are necessary to earn his income. Now, Sir, i, is no doubt highly laudable to agree to pay 2! per cent. as Znklct or 
Dhirmada; I know that in Delhi and no doubt elsewhere, many traders 
make regular payments of this nature for purely charitable purposes. That 
I admit. but I would point out that it is purely optional expenditure which 
is not essential for the earning of their incomes. The Honourable Men,ber 
would no doubt urge in reply that these payments are of a religioulJ n ~ e  

That I again admit; but there are a large number of religious ob i~ ion  

which have to be undertaken by people which it would be quite i oss~b e 

for us to except from taxation under a general provision of the Act. I 
therefore, Sir, oppose this amendment. . " 

Dr. Band Lal (West Punjab: Non-Muhammadan): Sir, if money 
spent on insurance is deductable, then the money spent on 
this charitable affair is also necessary to' be deducted. The 
money which is spent on insurance is also optional, just 88 it is optional 
in regard to this item. The Honourable the Finance Member's ' ~n  

that, since it is optional, it is not essential, and, therefore, this am:",dment 
should be rejected, is met, I think, by the answer I have given. On that 
ground this amendment may be accepted, though I i ~  in oile respect-
from the author of the amendment. The amendment 88 he has wcrded it, 
seems to be very vague. If he accepts the amendment in the fom I am 
going to suggest, then I am quite prepared to support the main principle 
underlying his original amendment, and I shaU give answers to any other 
arguments that may be advanced by the Honourable the Finance M<>mber. 
The amendment, as I propose it, will stand as follows : 
• In respect of Zakat or Dharmada not nceeding·2i per cent. of the total taxable 

income.' 

Sir, in this country, oalled India, charity is considered to be one of the 
... most essential duties of a man, and a man really feels very much delighted 
when he finds that a little portion of his income has been spent on nharity. 
·This "Very idea is morally very beneficial and makes him apply i~ mind 
3nd his efforts to his business. As a matter of fact, business, which really 
brings forth profit, is very much encouraged. Consequently, this charity 
-or Zakat or Dharmada may be considered one of the essential expenses 
which. will be incurred in producing profits. On these grounds, I very 
ftSpectfully submit, that the amendment, which I 'have proposed, will be 
acceptable to the whole House, and I hope that there will be no dhl!entient 
'VOice. 
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, JIr. Preatdent: Amendment moved: 

• To delete the words from' business property .... : .... ; down to the end of the bracket. 
and to insert the words • total taxable income' instead.' 

The question is that that amendment be made. 
The motion was negatived. 

Baji Wajih-ud-Din: I claim a division, Sir. 

1Ir. President: Does the Honourable Member want a division on the 
amendment to his own amendment? The amendment I have just put tD 
the House was the amendment as moved by the Honourable Member from 
the Punjab (Dr. Nand Lal). 

The question is that the following amendment be made: 

• After clause 10 (8) (fJi), insert the following: 

• (vii) In respect of Zakat or Dharmada not exceeding 2i per cent. of busines. 
property (house property of all kinds excluded) actually paid or transferred 
to such fuuds during the year '. 

And re·number (vii), (viii) and (ix) as (viii), (iz), and (x), respectively/ 

'-The motion was negatived. 

Rao Bahadur T. B.angachariar: Sir, on the . principle accepter! by the 
Joint. Committee it is rather difficult to reconcile their retention of this 
proviso (b) in this section. The principle was this, that this is an annual 
tax payable on the income for the year, and that you shall not allow any 
deduction for loss in regard to anyone year being carried over to another 
year. It appears to me to be a sound principle, having regard to the object 
of income-tax, which is tax on the annual income. It is, therefore, difficult 
to reconcile that principle with the retention of this proviso (b), which. 
Honourable Members will see, provides for this depreciation of machinery 
-I think it is-to be carried over from year to year for succeeding e s~ 

80 that, if in one year there is not enough profit, then they are allowed to 
carry this over from year to year, it may be, for 10 or 20 years in that way. 
It appears to me to be contrary to the principle accepted, and that is why 
"I propOSfl the abolition of this proviso. 1 move, therefore, 

• To omit proviso (6) to sub-clause (8) (fJi) of clause 10 and re-number proviso (/:): 
as (6).' 

1Ir. Kamnohandaa Ramji (Indian Merchants Chamber and Bureau: 
Indian Commerce): Sir, the object of this proviso is, in any year when 
there is not sufficient profit, to write off the depreciation that goes on  on 
machinery from year to year, and, if the profits are not sufficient or there 
is a loss, then that amount is to be carried to the next year and so on, the 
object being that machinery is always going on -depreciating from year to. 
vear, which depreciation means loss in the subsequent years; because when-• 
your machinery is new in the first year, it can produce more, and when if; 
has depreciated from time to time--there is waste going on and it reduces 
the earning capacit:t of the thing; and therefore this depreciation is allowed 
I!O that after a number of years, it can be replaced and the profits kept 
regulariy going on. That being the object, it is in the interests of the 
"Gbvemment also that the depreciation should be allowed for, so that the· 
profits may not vary after the depreciation. The analogy that the Honour-
able Mover has drawn is that, when you do not allow 10s8es to be carried 
forward, this thing also should not be allowed; but losses are a difii!rent. 
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thing; and depreciation being a different thing altogether. I think it is. 
right that it should be allowed. 

Kr. PreI1dent: The question is that the following amendment be made: 

• Omit proviso (6) to Bub-clause (e) (vi) of clause 10 and re·number proviso (e) as. 
(6).' 

The motion was negatived. 

Clause 10, as amended; and clause 11 were added to the Bill. 

Kr. President: The question is that clause 12 do stand part of the Bill:.. 
" Baa Bahadur T. Bangachariar: In regard to clause 12, Sir, I Rm sorry-

I did not give notice of an amendment to this clause. But I wish to men-
tion a point for the consideration of Government, 80 that they might con-
sider it in the rules to be framed. Under this Act, undivided Hindu 
families become liable as a unit of assessees, and, from the proviso at the 
end of this clause, Honourable Members will know that no allowance is 
made for the personal expenses of the assessee, so that this will work as 
a great hardship on the undivided families where the aggregate income of 
the members will become liable to income-tax. In such a case it might 
be necessary to provide by rules for some allowances to be deducted for 
the personal expenses of the various members who constitute the family; 
and, if it is not so done, then I am afraid many a Hindu family who have· 
got limited means of income will be put to hardship. You may limit the 
amount by rules for each member; you need not leave it to them to say 
, we have spent so mucb '; but some such provision is needed. I do not. 
know whether the <!l-overnment will consider this point and provide for ~ 

needs of this class. 

The Honourable Sir IIalcolm Hatley: I am astonished, Sir, aftl r ' ~ 

the Honourable Mr. Rangachariar said with regard to a previous amend-
ment of his own, that he should ask Government to take into consideratiofl; 
any suggestion for mitigating the provisions of the Act. He was of opinion 
that the· income-tax authorities were 80 hard that it was quite useless put-
ting before them any case 

Bao Bahadur T. Bangachariar :  I did !lot 'mean the Hm"uf'lble 
Member though. 

The Honourable Sir Malcolm Hatley: It was I, however, who wC'uld 
have had to consider the case of the Mutual Benefit Funds, not a-
local income-tax officer. But in this case, I may say that he is fully 
justified in his previous apprehensions, for I can give him no assurance 
whatever that GovernmeRt will be prepared to make, in regard to members. 
of joint Hindu families, a concession in regard to personal expenditure, 
which they are not prepared ~ e in the case of any Member of thla. 
House who does not happen fo "6elong to a joint Hindu family. 
Clauses 12,  18, and 14 were added to the Bill. . . 

111'. PreI1dent: The question is that clause 15, as amendt'd fiy the 
Joint Committee, do stand part of the Bill. 

Bao Bahadur T. Bangacharlar:.. Sir, it is only to carry out the inten-
tion, as I think, of the framers of the Bill that I move this amendment. 
They are allowing for insurances for members of a joint family, but 
they make iii • adult male member,' thereby they make no provision for 
insuring the lives of infant members of a jomt family. and I do not see 
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",by, if you are going to allow for insurances of adult male members of R 
family, you should not allow for insuring. the life of an infant member of 
the family. We marry early in this country, even before we attain major-
~  and. I think it is necessary to make a provision like that, and I there-
fore propose the omission of the word' adult' towards the end of clause (2) 
of this section. The section would then read • . •. an insurance on 
the life of any male member of the family •  . .' • I am not very 
exorbitant in my demand. I might as well have proposed the omission 
()i the words • male adult,' so as to allow for insurances even on female 
members of the family, but I am modest ·in my request, because infant 
male members of the family have got an interest in the family propertv 
as much as the adult male members. They 3re as much members of the 
family and entitled to all the rights and privileges of the family. I, 
therefore, do not see any sense in excluding infant members from the 
benefit of this clause. I, therefore, propose the omission of the word 
• adult 'in clause 15 (2). 

1Ir. G.  G. 8im: Sir, I can assure the Honourable Member that it was 
owing to no mistake in drafting that this word was inserted. It represents 
the deliberate intention of the Joint Committee. An Honourable Member 
l'eferred, in the course of discussion on another amendment, to the provision 
made for the exemption of sums spent .on insurance premia. This parti-
.,ular exemption has always been strictly.lilJ1ited. The exemption, in its 
present form, is intended to encourage thrift and to induce an assessee to 
make provision for his dependants. Under the Act and under the Bill, 
it-has alwavs been restricted  to an insurance on the life of the assessee 
himself and to an insurance on the life of his wife. There are obvious 
reasons w.hy allowances should not be made for insurances effected on the 
life of a child. It is quite a common practice in some countries. I do not 
know if that is a common practice here-to make insurances, for example, 
i.pr the education of children; and a proposal was put forward, when the 
.Act of 1918 was under discussion for the exemption of such insurance 
plemia. It was opposed on the ground that it would enable assessees 
to put away considerable sums of money and to escape taxation in this 
.manner. 
Now, Sir, when the Joint Committee inserted sub-clause (2), they were 

under the impression that they were conferPng upon the Hindu undivided 
family a concession n;tore liberal th,,:n is given to the ordinary assess.ee. 
"'l'he ordinary assessee IS, as I have 88ld, allowed, under 15 (1), a deduction 
-only in respect of a premium on an s n~~ on i~ ow;n ~i e or on the 
.life of his wife, and, In the case of a Hindu JOint famIly; It IS proposed to 
-allow an insurance on the life of every adult member of the family or the 
wife of any such member. That is a greater concession than is allowed to 
i:he ordinary assessee. I have stated the reasons why it is not proposed to 
extend the concession to insurance on the life of children. These are 
general objections, but there is certainly a .further objection to the proposal 
put forward by the Honourable Member, that this concession, in favour 
.or insurance on the life of children, should be given only in the case of 
children who are born in a Hindu undivided family. I o s~ the amend-
·ment. 

Dr. :Rand Lal: Sir, it stands to reason that this amendment should be 
:accepted unanimously. If a minor has got a business and the profit of that 
lbusiness is assessable to income·tax, "there is no reason why the money which 
he spent on insurance should not be deducted. It means that, if a minor is 
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running some business and is deriving some ~o~  from it, that profit 
. is assessab!e to ~ ion  but the money, wlUch is spent on insurance whiah 
will, to·s. ~ i  ~~~ o  ~e  ~ mainten.ance of' his wife or will be' of 
so:r:n,e b~~ ~ ~ o~ e  ~~e '  of tlle (aJ;Dily, should not be e ~e  from 
t,hat ~o  ' ~  ~ ~ e b e to incoIIle-tax. ~ may very r.espectfully 
sUPDJ,lt ~  i ~e <Weill ~  se~  to. be, any ~ son in this ol!position. H 

~ jc;iiP,t ~  ~  18 COIl$idered W be a 1;Ulit, -ana the earning'! of all 
e ~ s of. tlie 4InUy go to the co~c  hotCb-pot and if that income is 

e ~~ i ~ e  ! ~  ~  is ~ ne~es~ ijtat the mopey which is spent for the 
benefi.,i o~ the ~ n  s~o  be. deducted. . For these ~ns  I very res:. 
pectfully subDllt that the amendment which co ~ s 1.1f, should re-
ceive the acceptance of the whole House. 

-Bao Bahadur T. ll.angachariar: Sir, the ob ~c i n taken o~ behalf of 
Government by Mr. Sim seems to me to merely draw the attention of the 
House away from the real issue. I did not ask for any deduction for the 
education of children, I did not ask for any deduction for insurance for 
marriages, I did not ask for any,deduction for insurance as in other coun-
tries. OtHer countries do not possess I¥ndu undivided joint families and it 
is in this country that we hal'e Hindi!. updivided joint families which 
are now sought to be made liable for the purpose of assessment, and you 
have to take facts as ~  are. It is a well-known faet that 'el'en' infant 
members take part in a family business. Take a trading family, and. you 
see boys of 14 and 15 go' ~  ~e shop and do business. In the . case of 
N attukottai Chetties even boys of 9 and 10 are taken in business and they 
contribute to the joint e nin~ of ~ family and, e ~ o e  it is but. i ~  
that we should allow deQUctlon for Insurance on the lives of these infant 
members of the family: . . 

1Ir. B.. A. ~~e (!lombay: European): Sir, may I ask the Honour-
able Mover of this ·amendment whether he desires that the insurance paid 
by parents of infant children of Muhammadans and n o~ n i ns who 
work in their father's firms in this country should be exempted or 'whether 
he claimll a special privilege for the Hindu undivided family whioh he 
will not allow to other races and other e!eeds? 

Dr. B. S. Gour (Nagpur' Division: Non-Muhammadan): Sir, before that 
question is answered, may I ask another question, whether Anglo-Indians 
and Muhammadans are also subject to the co-parcenary law? 

lI.ao B&hadur T. i ~  Sir, I am perfectly willing to support 
my Honourable friend if 'he' . brings forward such an amendment. Hut 
that is not the question now before the House. We are now co~~e  

with a particular clause which deals with the Hindu joint Undivided family. 
~ my ono b~e friend had been wise n~ had· really interested himself 
in those people for whom he pleads and ~ e had brought forward an 
amendment, I would have 1;leartI1y supported him. ,. 

The BOllolUable Sir Kacolm Balley: Sir, you will allow me to point 
out ,to the House that the Hindu joint family ~~  occ~~es a very 
exceptional position under our taxation laws. When you come to super-tax 
tnay receive an exceptional deduotion. We propose under this Bill· to 
give them a further benefit, namely, that the profits derived from a Hin,du 
~i ~  i ~ ~~  Jlot ~e ~e e~ into i e ' ~ i:n i e ~ a ~~'s 
IJldlVldual mcome. Now, Sir, the Honourable o ~  ~  ~ c ~  
h solioitous, as I know Members from Madras frequently are of ·the lIindU' 
.joint family, and desires to· obte.in yet· iIlotaer p,ri'VUege which' i" dcmied. 

B 
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to other classes of people .. That in itself is, I think, undesirable. It is, 
indeed, undesirable that we should extend privileges to any particular. 
class in regard t!l taxation. But further from that, Sir, he has not made 
it. at all clear for what purpose the life of a child is insured. It is not to 
be insured apparently for education; it is to be insured solely apparently 
for the benefit of the Hfndu joint family in the event of that child expiring. 
~o  Sir) since the insurance will come to the family in that event, on 
what grounds is it proposed to make this exceptional exemption on behalf 
o"f . the. children ~  a Hindu joint family? On no reasonable grounds can 
such an .exemption be argued. . 

JIr. President: Amendment moved: 

, In clause IS(!), QIilit the word' adUlt ',' 

"The ~~esii~ is that tha.t ~inen en  be made. 

" The ~inbi  then: divided as follows:: 

AYES-32. 

Abdul Majid, Shaikh. 
Agarwala, Lala .. G. L. , 
Alimefl, Mr. K.· ." '.' 
A.sjad-ul-lah, MaulVi ltiyari. 

~ '  Mr. K. G. .. 
BSlpai, Mr. S. P. 
Barna, Mr.D. C" 
Bl,1argava, Pand# J. L. 
Chaudhuri, Mr. J. 
Faiyaz Khan, Mr. M. 
Gour, Dr. H. S. 
Jatkar, Mr. B. H.R. 
Mahadec Prasad, MUlIlIhi. 
Manmohandas Ramji, Mr. 
Man SiIlgh, Bhai. 
Misra, Mr. P. L. 

l!.Iudaliar, Mr. S. 
MJihammad Hussain, Mr. T. 
Mukherjee, Mr. J. N. 
Nag, Mr. G. C. 

I Nand Lal, Dr. . 
. • Rangaohariar, ~  T.. . 
. llao,Mr. C. KrlshnaswamJ.. 
Reddi,. Mr. M. K. 
Samarth, Mr. N. M. 
Singh, Babu B. P. 
Sinha, Babu L. P. 
Sinha, Beohar Raghubir. 
Srinivasa Rae, Mr. P. V. 
S\lbrahmanavam, Mr. O. S. 

•. Thackersey, • Sir VithalflBII D. 
Ujagar Singh, Baba Dedi. 

NOES-80. 

Aiyer, Sir. P. S. SiTBllwamy. 
Bradley-Blrt, Mr. F. B. 
Bryant, Mr. J. F. 
Carter, Sir Frauk. 
Chatterjee, Mr. A. C. 
Crookshank, Sir Sydney; 
Dentith, Mr. A. W. 
Fell, Sir Godfrey. . 
Ghulam Sarwar Khan, Chaudhuri. 
Gidney, Lieutenant-Colonel H. A.J. 
Ginwala, Mr. P. Po' 
Habibullah. Mr. Muhammad. 
Hailey, the Honourable Sir MalColm. 
Hullah, Mr. J. 
Innes, the Honourable ·Mr.· C. A. 

The motion was adopted. 
. ' 

Keith; Mr. Th. J. 
Maung ~  Sin. 
McCarthy, Mr. F. 
Mitter, Mr. X. N .• 
Nabi Radi, m. S. M. 
Percival, Mr. P. E. 
Renouf, Mr. W. C. 

~  Mr. H. 
Sim; Mr, G.  G. 
Spence, Mr. R. A. 
Vincent, the Honourable Sir William. 
:Washorn. Colonel W. D. 
Walihuddin, Haji. 
Way, Mr. T. A. H. 
~ i in Ahmed, ~ 

.Kr. Pr84ident: I should like to ask the Honourable Khan Bahadur 
Sarfaraz IluS$ain Khan whether he voted in this division. 

. Xhan Bahadur Sarfaraz Hussain Khan (Tirhut Division: Muham-
r;i:J.adan) : No, Sir, I did not. 

Clause ·15, as' amended. was added. to the Bili. 
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Sir P. S. Sivaawamy Aiyer: ,Sir, the amendment which runs in my 
'nli.J,neis as follows-: 

• Iii clause 16, in¥rt t.he following as sub-clause (8) : 
• In determining the.,totl!<l income of an assessee'liable to taxation, the amount of in-

teNst on any debt paid by him dur.ing the year lIhall, notwithstanding anything con-
tai'Oed 'in sections 7 to 14; be deducted from t.he total income arrived at under muses 
1 11IId 2 of this section'." 

Sir; my amendment raises an important question of principle and is 
iDtended ,to e ~ e an injustice which exists under the present Act and 
vi hich _ is . ~ e e  to be perpetuated in the new BilL The question 
raised is this. If an ~essee owes a .debt and has to pay interest on it, 
i I he' or is he -not entitled to deduct the interest paid by him on the debt 
f :om the income which he earns? My amendment does not offend against 
[,ny of the fundamental principles of the income-tax law. One principle 
i,; that you are not entitled to deduct any capital destroyed but I am only 
::.asking that interest on debt paid shall be allowed. As a matter of fact, 
where a man owes a mortgage debt, there is 'a provision in 'clause 9 whereby 
the interest paid by him on the mortgage debt is allowed to be deducted. 
If a man carries on business and he borrows money for the purpose of that 
business, then the interest paid by him on the deflt contracted by him for 
the purpose of his business is allowed to be deductej under clause 10. But 
t&.ke the case of a man who does not carry on business and w:ho does not 
own house property or building property, but who has got ~e means, 
either in the shape of a salary or in the shape of income on Government 
J:romissory notes or something of the kind, and who is unfortunately obliged 
t'l borrow for some necessary purpose. It may be on account of the illness 
01 some member ot his fl\mily or it may be on account of the marriage of 
his daughter or for som.e such ~se as that. I am not suggesting that 
the amount of the debt which he borrows should be deducted from the 
income which' he earns. All that I ask is that the interest which he pays 
CI', the debt shall be deducted out of the income which he earns. I will 
put a few cases to the House which will illustrate the injustice of the 
operation of the existing Act. 

First of all, take the -case of a man who has got Government promissory 
notes to the extent of-Rs. 60,000. His income upon these promissory 
notes at 3l per cent is Rs. 2,150. Suppose he has been obliged to borrow 
a debt of Rs. 5,000 on account of illness of some members of his family 
or on account of the marriage of his daughter and he has to pay interest 
ton this debt of Rs. 5,000 at 7 per cent, by no means an extravagant rate, 
it would come to Rs. 350. If you deduct this Rs. 350 from the Rs. 2,150, 
t.he net income really at his disposal is Rs. 1,800 which would exempt 
him from all liability to income-tax. But as a matter of fact, he is taxed 
upon the whole of Rs. 2,150 and no allowance is made for the interest which 
he pays upon the debt. • In this very case, because a man is prudent enough 
not to sell the Government promissory notes, and keeps the corpus of the 
nrop'erty alive for the benefit of Government so that it may con i~ e to 
)ielil 'ncome that is liable to tax, he is penalised. Supposing, instead 
~  borrowing Rs. 5,000 he sells Rs. 10,000 worth of Governinent promissory 
llotes in order to get this Rs. 5,000, the amount of Government promissory 
notes in his hands would be only Rs. 50,000 which will yield him a sum 
. of Rs. 1,750 :which is not liable to tax at all. ,Thus if he sold his Govern-
ment promissory notes and destroyed his capital,. he would not be liable 
tu to, buti£." instead -of !iellmg hi.s Government promissory notes, he 
l'IIise..a.l06ri'aild pajsinterest upon'that loan, the Aot makes no provision 

.2 
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for deducting the interest that he pays upon that loan. ~ ~ c e~  • 
a ease of injustice, of hardship. There is no reason why a mat;l who is 
liable to a mortgage debt should be en.titled. to deduct the amount of 
interest; there is no rel!oB<>n why a person who carries' on business and 
liorrows for . that purpose should be allowed to deduct the in~es  

en the sum borrowed, but not this unfortUnate mlUi who is not lucky 
enough to possess house property or carry on business. Take another 
case. Take the case of a clerk who gets a monthly income of Ri!. 200. 
His annual ~co e will be Rs. 2,400. Supposing he is obliged to 
bo~o  a debt of Rs. 5,000 and at a rate of 9 per cent, the interest 
that he Will have to pay would be Rs. ~  The net income 
of the clerk would be Rs. 1,9.50 which will not be hable to tax at all. Hut 
what the ·Act does is that he is i b~e to pay ta.x on the whole i,ncc;lme of 
Rs. 2,400 aud it makes no allowance for the deduction of the interest 
which he ha"s to p.ay on this debt. Then, again, take another Cal;le which 
will illustrate the' hardship in a perhaps clearer form. Suppose a man 
in e~ s property from his father in the shape of bwldings. Suppose his 
-an:nual income frw;n the property is Rs. 25,000. t)uppose also his father 
has left debts upon which the annual interest is Rs. 24,000. The result 
of that will be that his' net income is Rs. 1,000. But what the Govern· 
ment will d9 will be that they will charge him income-tax upon the whole of 
the Rs. 25,000 aud make no allowance for the interest of Rs. 24,000 which 
_ he has to pay. The income-tax upon Rs. 25,000 will be Rs. 1,562. 'l'he 
result, then, is that, though the man gets only a net income of Rs. 1,000, 
hE' will be obliged to pay Rs. 1,562 to the Government, and he will be 
. <.bliged to get money somehow for the purpose of paying the tax. He 
will be taxed more than his net income, and pe will be obliged to pay 
Government more than he receives at all in the shape of net income. 
'I'hese a,re cases which will bring home to your minds the hardship and the 
injustice of the existing provision. It is neither' just, nor consistent nor 
defensible. There is no logic about it, and there is no principle which 
C6n be invoked to justify this provision. The only argument that can be 
novanced is that it has exiRted in the existing Act. But that, I say, is 
not an argument for perpetuating an injustice. Now, let us look at the 
provisions of the English Act u'pon this point. The provisions of the 
"English Act lU'"e very much better than tJ;!.e ~o i~o ns of the present Act. 
'1 ake section 36 of the En$lish n~o ~~  ~  o~ 1918. ·It runs as foJlow8 : 

• (1) Where interest payab;le in ~ United Kingdom on an advance from a bank 
carrying on a bona fide banking b¥"iness in ~ United Kingdom is paid to the bank 
without deduction of tax out o~ o~ s 9r gains b o~  iAto charge to tax, the person 
by whom the in e e~  ~s paid s~  ~ enl:.itled; on proof of the facts to ~e satisfaction 
ef the special COmIl1lSS10ners, to repayment of tax on the amount of the mterest. 

~  A like. repayment sball. on the li}te ~  be ~ ie in the c s~ of interest (not 
being yearly e e~  payable m the ~ e  Kmgdom on an advance from a person who 
in the opinion of the Commissioners o~ Inland ~e en~e is bona .fide carrying on busi-
ness as a m8Jllber of a stock exchange In b~ Um.ted KmgdODl, or from any person who 
in the o inio~ of the ~ i  ~n issione s i, ~on  ~ e  carrying ott the business of a dis· 
count house in the Umted Kmgdom : 

Provi!1eli taat no repayment shall be made unless t.he Commissioners of Inland 
Revenue ~ satis(ie!i ~  the i ~ es~ ~ been or will })e ~  into account ia the 

~ en  . "teJivered ?r to be ~e e e  for \be ~oseso  o ~ ~ by e ~ 
makmg the nc~ . . 

According to ~e ~n i s  c~  theJ}'. U ~ e ~o~ ~o s h"om & bank, 
i~  on a bo~  i ~ b ~  b ne i ~~ 18 n~  ~b~e to i ~ e  

up'ln ~ amount bo o ~ ~~ he is ~ e  W. .& ~e n  or ~ e n  
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of ~e in e ~  Our Act goes one better and charges person in respect 
of Interest which they actually pay on debts borrowed by them. It is 
dillicult to see on what prinCiple this distinction can be made, be ~en a 
person who owes a mortgage debt and a person who borrows a' deb+. on 
his' personal security, and there is no reason why a person who borrows 
. muney for the purpose of carrying on a business should ,be allowed deduc" 
tkt} of interest, but the person who is obliged to borrow money, for a far 
more necessary purpose is not allowed to deduct interest. It may be .aid 

~  if you allow deduction of interest paid on debts borrowed o~ personal 
security and otherwise, there may be a danger of some evasion and it may 
b':l that bogus claims f01\ deduction win be put forward. But I see no 
d/\rjger of -that. If one man claims deduction of interest paid, you can 
e~  run in the other man to whom interest has been paid and make him 
li"lble for the interest that he has received. I do not think that there is 
any 'difficulty whatever in finding out whether interest has, as a matter of 
fact, been really paid or not. It seems to me that there is really no justi-
fication for this. clause. I admit that one principle of the sdminili\tration of 
lnl\ome-tax is that you ought not to make any allowaDce for personal ex-
penditure. But I am not claiming any allowance for personal expenditure 
at all. If my proposal was to deduct a sum of Rs. 5,000 spent upon 
meqical bills or upon marriage expenses or things of that sort, it would 
b3 obvious to that criticism. My amendment does not propose to deduct 
sums spent by way of personal expenditure. It only proposes that an 
allowance should be made for interes,t paid on debts. It does not offend, as 
I say, against any of the canons of income-tax administration. It does not 
a<lk for an allowance for capital destroyed. It asks only for the application 
of a principle, which has been recognised in other cases, to cases which are 
probably of a far more frequent occurrence and which stand far more in 
need of relief than these other cases. I hope the ~o se will accept it. 

:i.ao Bahadur T. Rangachariar: I cannot understand the amendment pro-
posed by the Honourable Mover and how his amendment provides against 
reduction being claimed by an extravagant person like myself. who borrows 
and spends upon my own comfort. We know many a person ~i o  much 
money who goes to Sowcarpet in Madras and borrows at a heavy rate of ·in-
terest, such as 30 per cent. or 50 per cent. or 100 per cent., and also at a dis-
count, and spends it on himself. If in determining the total income, interest 
payable by a man on any debt borrowed by him during the year and paid by 
h"ll during the year is to be deducted, I do not see how my Honourable 
fr,;end can claim that his amendment did not provide for such cases. 
Firstly, he borrows for his own' personal expenditure. We know mally a 
Iun in every part of the country who professes to he a trader, who has 
got a company and who keeps 5 or 6 motor cars which he cannot afford. He 
borrows money, for such a purpose, on what is called credit payment 01 t!:e 
h'.ra purchase system. I know many a man who oannot. afford to do thIS -
and yet does these things. How are we to find on what object he has 
spep.t the money? In fact, the English Act provides this ~ e  that 
tile n,oney should be borrowed from a bank or from a discount house, 
whereas here my Honourable friend would allow borrowing n e~  
any rate of interest and nO limit and no rules. I think the in~o ~  ~  
cease to be a source of income of the Government of IndIa, If thIS IS 
going to be adopted. 

:aao Bahadur O. S. SubrUmaDalam.:, I am sorry I cannot see eye to 
eye with my Honourable friend, Sir P. S. Sivaswamy Aiyer. Of course, 
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mcome-tax, like other ~sc  laws, is illogical. There is no morality about 

~  . They are only mtended to grab as much money as we can froin 
th.:,se who can afford to payor those from whom it is not inequitable to 
tike money. These are the two main considerations. I put a concrete 
cn.e. Here is a man with a capital of Us. iO,OOO, which is his own cash . 
. He bo~ s  say, two lakhs and carries on business on a large scale. He·' 
runs a bIg office and keeps motor cars and other things also. H it comes . 
to a question of settling his income, are we to take the words • total 
lni:ome,' which is now the subject of discussion, or are we to deduct from 
the prufits of his business the interest he pays to tp.e bankers and others and 
thpn .·ome down to a figure which will practically exempt it from taxa-
tUlJ? Is such a man deserving of any consideration in a taxation pro-
Fosal? That is the first point. The next pomt is, what would be the 
loss of income if such a concession were given? That is an important 
pOJnt whicl:. the Assembly has to take into considerativo. 

Kr. I. Ohaudhurl (Chittagong and Rajshahi Divisions: Non·Muham-
madan Rural): Sir, I also believe that the amendment, if passed, will 
create a great deal of confusion. For instance, 'with regard to what 
my Honourable friend suggested with regard to income derived !rom 
G('vemment promissory notes, I consider it to be utterly impracticable. 
It is the' practice for the Public Pebt Office to deduct the income-tax 
when the interest is due and drawn. H people who own Government 
l'r0missory notes can put forward claims for deductions for interec!ts on 
monies borrowed from other sources and claim a set-off, that would be 
creating immense confusion. Over and above that, other cases of compli-
cation  are also likely to arise. Take the case of the professions, the Gov-
e~ en  selvants or persons in private employ. H they draw a particular 
income or salary and if they go on borrowing from different people ar,d if 
tl.cy "ant to sElt off interests paid or payable to their creditors in respect 
or pri,.,ate debts against their income or salary, I think, the assessmeI'lt of 
ircome-tax on salaries or income so derived will give rise to serious compli-
c ~ ion" and IltSs of revenue. Therefore I am very sorry I cannot SU} port 
the, view or the amendment proposed by Sir Sivaswamy Aiyer. 

Ilr. G.  G. Sim: Most of the arguments that were put forward by the 
'Honourable Mover have been answered by the speakers who have_ !>receded 
me, and I; therefore, do not propose to take up much time. I will refer 
only to one or two points. The proposal put forward by the Honourable 
Member would introduce a radical alteration in the whole system of 
tr.xation of ·incomes. The word 'income', as used for income-tax pur-
poses, is always understood to mean the surplus of receipts over the cnrrent 
expenditure require.d far the purpose of earning those receipts. snd no 
account is ever taken how that income is utilised. It mav be·t.tili.E:'d to 
meet current personal expenses; or somc of it may be set aside to meet 
future expenses, or some of it may be used to pay back private debt!! or to 
pay interest on private debts. e~e are matters with which the income-
tax officials have never had anythmg whatever to do. So far as I am 
aware. there is no Act anywhere in the world where income-tax is worked 
in the peculiar manner proposed in the amendment. It would, I think, 
introduce a state of affairs that would create the greatest inequalitip.s. It 
would mean that, where a person incurs private debts, i.e., where a person 
anticipates his future year's income and spends it before he has earned jt, 
he would have a considerable advantage over the more economical person 
who spends his income as he gets it or who sets aside a portion of his in('ome 
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for future' expenditure. There is one other point. The Honourable 
Member has referred to a particular provision of the English Act. 'l'he 
English Act makes no o~sion whatsoever for payment of interest on 
private debts being set against profits. The particular section that the 
Honourable Member refers to is a provision for the repayment of tax in 
respecw of interest paid to banks out of taxed profits. It cor.esponds 
exactly to the' recommendation made by the Joint Select Committee 
under clause 8 of the Bill. The Committee recommend that executive 
instructions should be issued that, where an assessee with an income from 
securities has obtained a loan from a bank for purchasing those securities,. 
he may, on obtaining a banker's certificate as to the amount of interest on 
his loans, set off the interest that he pays against the interest that he earns 
from the securities. That is a perfectly reasona.ble proposal. A man 
borrows money for the purpose of pur('.hasing and selling sec i ie~ or for 
1he purpose of investing in securities. If he invests in securities, obviously 
he ought to be allowed to 'deduct from the interest that he gets ~'  those 
'Securities the i!lterest that he has paid for the money that he borrowed for 
this particular purpose, but that is a totally different matter from al1(.w:ng 
a person to deduct the ii:J.terest on a private debt from his income. It 
would produce the gravest inequalities. It would be perfectly un\\orkllble. 
I do not think that Honourable Members could contemplate o e '~ being 
issued to income-tax authorities to find out, for example, before the i ,tro-
duction of the next Budget, what the private debts of tax-payers all over 
India 'will be on the 31st March. The proposal, Sir, is economically 
unsound and unworkable in practice. 

Xl'. President: Amendment moved: 

• In clause 16, insert the following as sub-clause (") : 

• In determining the total income of an assessee liable to t.axation, the amount of 
interest on any debt paid by him during the year shall, notwithstanding anything con-
tained in sections 7 to 14, be deducted from the total income arrived at under clauses 1 
and 2 of this section'.' 

The question is that that amendment be made; 

The motion was negatived. 

Clause 16 was added to the Bill. 

Clauses 17, 18, 19, 20 and 21 were added to the Bill. , 
Sir P. S. SivaawaD1Y Aiy8l': Sir, I move the following amendment: 

• In clause 22, omit Bub-clause (l).', 

The object of my amendment is this. Under the existing Act, the 
notice to produce documentary evidence is given after t.he return 

1 P.lI. has been made and the matter has received the consiicrRtion of 
the income-tax officer. I want the existing proced.ure to be pregerved. I, 
thert4ore, suggest that sub-clause (4-) of clause 22 be omitted, and my 
r.cxt an endment proposes that it should be re-inserted in clause 23, so that 
if an income-tax officer has reason to believe that a return made is incorrect 
'Or incomplete, he should then call upon the assessee to produce do('umentary 
evidence. It seems to me unnecessary for him to call for documents 
before this. 

JIr, G.  G. Sim.: I thiD.k the Honourable Member has overlooked tJie 
portion of the report of tJ;tIJ Simla Committee which gives, an explanation 
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of why this change was made in the procedure. As the Honourable 
M .. mher has 'stated, the present Act specifies that no account. may be 
called for in cases where an assessee has not made a return. The Simla 
Committee insisted that an Income-tax officer, in cases where a man can-
not or may not make a return, should call for his accounts. The only al-
ternative left is that the Income-tax officer should make a wild guess at 
what the assessee's income is and it was after full consideration that they 
decided that, in cases where an assessee cannot make a return, an Income-
tax officer should have power to send for his accounts and make his 
estimate for bini, so that the assessment may be as near as possible to 
the actual facts. 

1Ir. Preiident: Amendment mpved: 
, In clause 22, omit sub-clause (l).' 

The question is that that amendment be made. 

The motion was negatived. 

Clause 22 was added to the Bill. 

Kao Bahadur T. Rangacharlar: Sir, I move: ' 
, That in clause 23 (3), after the word • reqnire • the words • on specified points' be 

inserted.' 

Clause 23 (3) runs: 

• On the day specified in the notice issued under sub-section (S), or as soon after-
wards as may be, the Income-tax officer after hearing such evidence as such person 
may produce and snch other evidence as the Income-tax officer may require.' 

Now, I want to include that, if he calls upon a party to produce evidence, 
he must specify the points on which. he wants evidence" and that is the 
object of this amendment. I hope it will be acceptable to the Govern-
ment ,and to this Honourable House. ' 

1Ir. G_ G. 8im: Bir, I think the Honourable Member misappreloends 
the particular object of these words. The reference in this clause is to 
the evidence which the Income-tax officer may require from any other per-
son than the assessee. The notice that he gives to the assessee bimself 
is laid down in sub-clause (2). Under sub-clause (2), after the Income-
tax officer has examine, the accounts, he can call "'pon the assessee to 
produce any evidence he pleases on which he relies in support of his return. 
Under sub-clause (3), the Income-tax officer has to hear any evidence which 
the assessee may produce; but he also has power to, himself, require in" 
dependent evidence to be produced. I hope, therefore, that the Honour-
able Member will see his way to withdrawing his amencfment. 

Kao Bwdur T. liangachariar: Even so, although the Income tax 
officer may require not only the assessee but any other petSon to prtlfiuce 
evidence, he should specify the points on which he is required to o c~ 

evidence, so that the person who is called upon should know what evidence 
he is required to give. That is the object of this amendment. I do not 
see any objection toO this amendment being made. 

1Ir. G. G. 8im: That, I believe, is the usual course. I do not think it 
is necessary to 'insert those words. The Fonourable Member brought 
forward his amendment under a misapprehension and I hope I have re-
moved that misapprehension. If an Income-tax officer does call upnn an 
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outsider to <give evidence, he must give him. information as to ~  the 
evidence is about. 

Mr. President: ~en en  "moved: 

, That in clause 23 (S), after the word ' r80uire ' the words 'on specified points' be 
inserted.' • 

The question is that that amendment be made. 

The Honourable Sir Malcolm Hailey: Sir, rather than that the time 
of the House should be occupied in going to a division on this unimportant. 
point, Government had perhaps better accept this amendoJ:mt. 

IINtPresident: The question is ~  the amendment be made. 

The motion was adopted. 

Hajl Wajih-ud-Din: Sir, I move: 

• That in clause 23, sub-clause W, after the word 'judgment' the following wordJs. 
be added: 

, Provided that the mere non-production of accounts especially in the cases elf petty 
shop-keepers, v:iUage-traders and those carrying on -ordinary cottage inaustries who 
used to keep no regular accounts shall not be a sufficient reason for making new or an 
enhanced assessment_' 

Sir, I may be allowed to explain that it is a well-known fact that persons 
of small means and carrying out ordinary callings and professions, such as 
tailors, carpenters, blacksmiths, etc., and other petty shop-keepers i:. ~  

lanes, and village traders who earn on a small scale and never keep ac-
counts of their daily earnings, have their incomes very frequently mis-
calculated by the Income-tax officers and their non-production of accounts 
is generally considered sufficient ground for taxing them or enhancing 
their taxes if they are already assessed. By this miscalculation of 
justice, I have seen many poor people unable to carry on their ordinary 
means of livelihood and becoming victims of such unjustifiable deeds. I, 
therefore, move the addition of these words. 

Mr. G.  G. Sim: Sir, I am afraid I do not quite understand what the 
particular legal effect of this proviso is supposed to be. Under the Bill.', 
when a man produces no cco n~  the Income-tax Officer must make ~ 

assessment to the best of his judgment. I do not see what else he can do, - \ 
and if there are any irregularities in regard to assessment of small traders. 
if they are unequally asse8sed, if the matter is brought to the notice of 
the higher authorities, they would set right the inequality. But I am 
unable to understand how the object, the Horiourable Member has in view, 
can be given effect to by this proviso. I must oppose the amendment whic.':l 
I do not understand. 

Mr. President: Amendment moved: 
'Tbat in elause 23, sub-clause W, after the word 'judg';llent' the follo1>ing worda 

be adi!ed : 
, Provided that the mere non-production of accounts especially in the cases of petty 

shop-keepers, village-traders and those carrying on ordinary' cottage industries who 
used to keep no regular accounts shall not he a sufficient reason for making new or an 
enhanced assessment.' 

The question is that that amendment be made. 
The motion was negatived. 

Clause 23, alii amended, was added to the Bill, 
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lIr. G.  G. SIm: I beg to move: 

, • That in clause 24 (1), after ~ word' loss " where it occurs for the first time, the 
words • of profits or gains' be inserted.' 

I may explain that all the amendments standing in my name are merely 
f017Ilal drafting amendments and introduce no change of substanoe. This 
particular amendment is for the purpose of making it clear that the word 
• loss ' means only a loss of profits and does not include a loss of capital. 

The motion was adopted. 

Bhai lIan Singh: Sir, I was just going to oppose this amendmeBt. If 
1 am in order, [ would like to speak on the amendment. I, of course, got; 
up before the question was put. I have got my own misunders¥nding 
about the amendment. 

Mr. President: If the Honourable Member wishes "to speak, he is en-
titled to do so. But it appeared from Mr. Sim's observations that there 
could not be any possibility of argument about it. 

Bhai IIan Singh: I see the effect of the amendment W'ould be that only 
loss of profits or gains can be deducted. Supposing a businessman orders 
('main goods from somewhere and they are either lost or spoiled in transit, 
would that be taken as loss in profits or gains? At many places, Income-
taX Officers have included such losses in loss of capital and they have 
allowed no deductions for that. Of course, there is no reason why this 
change should be made when we have already got the word • loss ' in the 
clause. If a businessman has lost Rs. 50,000 worth of goods at a certain 
Flace and he gains Rs. 10,000 as profits, there is no reason why we should 
tax him. ' 

Mr. G. G. 81m: I do not understand the Honourable Memher's diffi-
culty. In such cases, as referred to by the Honourable Member, losses 
of that kind would be treated as business losses and allowed, unless covered 
l.y insurance. There is no difficulty about it. All that the clause 'means 
is that a loss of profits under one head may be set against profits unddr 
another. 

1Ir. President: The question is that that amendment be made. 

The motion was adopted. 

1Ir. G. G. SIm: I beg to move: 

• That in clause 24 (S) 

(a) for the words • his own personal' the word • any', be substituted, and 

(b) for the words • if any' the words • in respect of which the tax is payable 
by him' be substituted.' 

Mr. President: The question is that the amendment be made. 
The motion was adopted. 

Clauses 24, itS amended, 25, 26 and 27 were added to the'Bill. 

,Bali Wajih-ud-DiD: I move: 

• That. in clause 28 (1), the following be added: 

• Provided that no such penalty shall be levied on a.ssessments made under sub-sec-
tion W of section 23.' 

The amendment is suggested as a public saieguard. There are anum· 
t.er of assessees in each and every district of India who do not keep any 
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regular accounts and, as a matter of fact, they are neither 80 advanced 
nor even educated, and so they cannot keep such accounts. Under clause 
23, sub-clause ~  an Income-tax Officer ean assess tax on the income of 
fiuch persons to the best of his judgment if they do not submit their 
r(·tums, but I see, in certain cases, undue pressure is brought over these 
roor and tongueless people under threat of penalty and fine before they are 
assessed or even after they are assessed on account of some unfounded 
rumours brought to the notice of the Income-tax Officer by their rivals or 
competitors. I therefore request the Asllembly to add these words. 

lIr. G. G. Sim.: I do not  understand how this particular s c~ ion win 
be useful in the circumstagces referred to by the Honourable Member. 
This section can only be employed where it is found definitely that a' person 
has a certain income and that he concealed the particulars of his income 
'Or deliberately failed to furnish particulars of that income. It is only when 
ihe definite facts are actually Bscertained that this section can ever be 
used at all. The only result of the amendment proposed by the Honourable 
Member would be that persons who have concealed their income would. 
~sc e the penalty. I oppose the amendment. 

Kr. President: Amendment moved: .-
• To clause 28 (I), add .the following: 

• Provided that no such penalty shall be levied on assessments made tlbder 1mb-sec-
"ion W of section 23.' 

The question is that that amendment be made. 
The motion was negatived. 
Clause 28 was added to the Bill. 

Kr. G.  G. Sim: I.beg to move: 

.. That in clause 29, between the word • under' and the word and figures I BeCt;on 
28' the words and figures • Eub-section (f) of section 25 or' be inserted." 

This is to cover an obvious omission. 

Kr. President: The question is that that amendment 'be made. ~  

The motion was adopted. . 
Clause 29, as amended, was added to the Bill. 

Sir P. S. Sivaswamy Aiyer: I beg to move: 

• In clause 30 (I), before the words • may appeal' insert the words • or to any, 
'Order enhancing the. assessment under section 35.' 

Section 35 provides for enhance'lnent of assessment in certain case'!!. 
"There is no provision for an appeal against an order enhancing the assess-
ment and it is for the purpose of supplying that omission that I propose the 
Insertion of the words I or to any order enhancing the assessment under 
section 35.' 

Kr. ~  P. Ginwala (Burma : Non-European) :  I am unable to follow the 
lirgumen' ( f my Honourable friend from ~ s who has moved ~e ~n
ment. If he will look at clause 35, he wIll find that that clause 1S confined 
to the rectification of mistakes apparent on the face of the record. The 
Collector may, for instance, have fixed, by mistake, Rs. 5, -though the 
assessee was assessable to Rs. 50. Such mistakes could be rectiiied by 
looking at the report. The clause does not refer to any appeals at all on 
the merits. If it is a question of appeal on the merits, I can understand 
8 man having the right of appeal. When th'e mistake can be seen by a 
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giance at .the records, and the assessment corrected, I do not see why th& 
assessee should have a right of appeal. 

lIIr. G.  G. S1m: I agree with the last speaker and with the Joint Com-
mittee. To insert any provision about an appeal in such csses would be 
carrying the provisions regarding appeals to an absurdity. The Joint Com-
mittee made numerous additions to the number of cases in which an I\Ppeal 
may lie. They considered this pa:rticular clause, and as Mr. Ginwala has 
pointed out, since all that this section refers to iii! the correction of mistakes. 
considered, it wou1d be absurd to provide for a formal appeal. There is n() 
I.oint in providing for an appeal. It is a' perfectly simple matter. If any 
Income-tax Officer does not correct a mistake, if it is pointed out to him. 
r.he party concerned has only to report him to the head of the department;. 
)vho will bring him to reason. I oppose the amendment. 

~ President: Amendment moved: 
• In clause 30 (1), before the words • may appeal' insert the words: 

• or to any order enhancing the assessment under section 35.' 

• The question is that that amendment be made . The motion was negatived. 

Clause 30 was added to the Bill. 

HaJi WaJih-ud-Din: Sir, I move the following ,amendment: 
• In clause 31 (1), after the word' place' insert the words' 'within the district where 

the assessee resides or carries on trade.' 

This amendment is moved for the sake of public convenience. Tbere 
have been numerous instances in which the appellate authorities fixed the 
place of hearing in a district other than the district in which the appellant 
resides, and the inconvenience thus caused to him is apparent. It is very 
froublesome and at the same time highly expensive to take evidence and 
(·ther matters relating to appeals to distant places, and then to shift from 
place to place if the hearings are adjourned and the appellate authority 
mCllJas further. Therefore,' it is necessary that the appeals should b& 
heard within the district where the appellant resides or carries on trade. • 

Mr. G. G. Sim: Sir, while I have considerable sY!Dpathy with the 
object which the Honourable Member has in view in bringing forward this 
amendment, I should like to place before the House a few difficulties 
which wonld result from accepting the amendment in its present form. The 
amendment would make it obligatory that an appeal should, in every c s~  

be heard in the district in which the aSSessee resides. This, in many caseR, 
might not suit the convenience of the assessee ~i se  We have had' 
I'.umerous cases in which an. assessee has asked that an appeal should b& 
1iaken at a place other than the district in which he resides, in order that he 
might get the advantage of some particular aid, either. from accountants or 
from members of the Bar. Also, while the Government is at present 
irying, so far as possible, to increase the staff in order that assessees may 
haVE: their appeals heard at the places best suited to their convenience. 
which are not necessarily the places where they reside, the staff at present 
is not. sufficient to enable this amendment to be given effect to, even if it 
were desirable to insert it. But, I can assure the Honourable Member 
that every .effort will be made, by increasing the staff of officials, to have 
the appeals heard where most convenient to the assessee. I would only 
I,oint out that t'hat .place need not necessarily be tqe place where the 
assessee resides at all; he may prefer some other place. 
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• r. Prelident: Amendment moved: 

, In clause ~ (1), _fter ~e wOI·d ' place' insert the worda ' within the cliltric:t. ~e e 
the aBBessee resIdes or carrIes on trade '. " " 

The ~ i on is that that amendment be made. 

The motion .was negatived. 

:aao Ba1Iadlll T. nc ~  Sir, I beg to ~ that: 

'In the prCjlvi80 at the end of clause 31, omit all the words after the word 
~ assessment ,. and make consequential amendments in clause 32.' 

In d,ealing i ~ the appeal of a man who comes !orward ~ ' ~ 
~~  he ~ s beeJ;l. over-assessed, the appellate on~ has the n.,wt to 
ocilhance the asseBBment. I want to deprive the appep.ate o~~  9f 
"that ~ t9 enhance the assessment. Here, a manoomes fOrWaM with 
.a grievance, ,but not only does he not get rid o~ that ~e ~ but htl 
1l1so ~~ s ~ ~ i ion  grievance by appealing to the appellat«;;-'autJloriiy . 
. ~ cnminal «;,a8es, Honourable Members belonging to the pro(ession of" the 
la'Y ~~  remem\ler that, when a man appeals against Ii conviction and 
'Sentence, the appellate" court has no power to enhance the sentence. It 
is oJ;lly the High Court, and the High Court alone, which can enhanCe the 
sentences on convicted persons. (LaZa Girdhariud AgaTWala: • On 
revision only. ') And they very seldom do it. Here, this is a 
:sort of threat to the appellant who comes forward 8S much 8S 
tr. say: • Take care, I also have the right to enhance the assess-
Il"lent imposed on you.' I do not think that the appellate authority should 
l:ave that power. The Commi£lsioner has got revisional powers under 
1!("ction 33, but, whatever it is, when a man comes up with an appeal, the 
appellate authority should not have this power. I think it is objectionable 
m principle, and I, therefore, move the ~ en en  

:J4r. G. G. 8.im: Sir, I do not .agree in the least with the vlE!W the 
Honourable :Member takes oJ the functions of an appellate authority in 
income-tax matters. Swely the only object of the original assessment 
proceedirigs and of these appeals that we are now providing for is to 
secure that a mad is assessed at the proper rate and on the proper income 
and, if in the course of an appeal it is discovered that a man has not been 
-88$essed at the proper rate or on the proper income, why should he escape 
:simply ~ec se he. has not furnished a proper return beforehand? The .only 

~ ion in this clause which has been made by the Joint Select Com-
mittee is that, while under the present Act an enhancement may be made 
by an appellate authority without giving. the appellant, if the appellant 
c o ~es to run away, an opportunity to be heard, they have now provided 
-that in every case an appellant must be heard and have further provided 
for an appeal to the Commissioner against any order passed by the 
:c,ppellate authority. 

I oppose the amendment 

~  ~  P. in ~  Sir, I ~ oee this ~ ~n nen  mt>ved .by m.y 
lionourable friend, Mr. Rangachanar, because It IS based on a IIUsappre-
"hension. There is no difference at aU between the provisions of the Incom. 
tax Act and the provisions of the Criminal o e ~e ~e  It is n:ue! of 
course, as has been pointed out that, if ~ person appea18 UIlder ~ ~ 
~~~e~ e ~ e  .the" sen e~ce iii not i b ~ ~ be e~ nee  ~ ~ e~  liui; 
there 'IS a provlBlon by which the Court, In 'Its rensumal ~  9&Il 
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take separate proceedings and ask the appellant to show cause why the 
sentence should not be enhanced, and the sentence may be enhanced. 
trader this Bill also, if you rElfer to clause 33, you will find that the Com-
missioner has got revisional powers which he can exercise on his motion 
or upon reference by the Assistant Commissioner who' has heard, the 
appeal. Thus it is clear that, by the machinery set. in Illotion under 
section 33 of the Income-tax Act, exactly the same results will follow as 
under the Code of Criminal Procedure. Under these circumstances, when 
an appeal is being heard, there is no objection at all to the Assistant Com-
missioner having the power to enhance the assessment if he is 80 satisfied, -
after giving the necessary notice to the assessee or' to the appellant, 
especially as an order of enhancement is. appealable under clause 32. On 
these grounds, I ask that the amendment be not passed by the Hause . 

. . ll.ao Babadur C. S. SubrahmaDayam: Sir, the only argument that has 
been used in support of the opposition to this measure is, why should not· 
the power of' enhancing assessments rest with the Assistant Commissioner? 
That is all that is said, that is the only argument toat we have heard. 
The' point is that a man is assessed. He feels he has been over-assessed 
and has a grievance. He goes on appeal and we have this power in the 
appellate authority that it can, on examination, enhance the tax about 
which he is complaining. Well, that will prevent many persons from having 
this matter properly discussed by higher authority. Well, is it too much 
to say that the appellate authority, when he gets a large number of ap-
peals, will want to teach a lesson to these importunate people who trouble 
the o i ie~ with such appeals. At any rate, that is the common idea 
among officials, t.hat people come to them with unnecessary and 
frivolous appeals and petitions. That is what is the common belief among 
a certain class of people. No doubt, some of these appellate authorities 
will take it into their heads now and· then to give a bit of their minds to 
these people by enhancing the tax. If you allow this power to be vested 
in a number of officers, the workipg will not be uniform, the exercise of 
the power will not be equitable, and, therefore, there are these troubles, 
especially in rural areas and with regard to people who' are not quite up 
to the mark in dealing with these income-tax officers. And, therefore. 
that power might be well omitted.-If a man has really escaped taxation; 
it would be easy for a reference to be made to the Commissioner. That 
wouid act as a check against frequent or more or less irresponsible enhance-
ments. After all, in cases, where a man has escaped taxation and the 
appellate authority believes that,. he ought to have paid on a higher scale, 
it is always open to rectify the mistake next year. ~  the arming of 
these officers with this power of enhancement, I think, would work great 
mischief and. make the Act still more unpopular. I cannot agree with 
my mend, Mr. Ginwala, who simply says: • Well, there is still power 
vested in the Commissioner for enhancement on a reference being made 
to him.' I say, there is a great deal of difference between an officer refer-
ring for o ~s to a higher authority and himself enforcing those powers. 
Th'erefore I think: th'at this amendment ought to receive the approbation 
of the House. 

. . 

1Ir. ;r: ]t. B; ltabraJi (Bombay: Nominated Official): Sir, I think this 
amendment should not be passed, but if it is 'passed, I would point .out that 
it would be .quite· inconsistent with sub-claust. (3) (a) and shQuldl there .. 
fore,' be -ruled-out. .. . . . . 
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Dr. H. S. Gour: Sir, all the arguments uSed by Mr. Sim, ill con-
nection with the retention of this clause; are arguments equally applicable-
·to the enhmcemefl.t of a sentence. ~ the interests of justice, and to 
afford a salutary lesson to the accused,it was formerly the rule that the 
Appellate Court had the power of enhancement of sentences; :but the 
opinion of all the High Courts· was unanimously in favour of such eDhance-
ments and the provision, arming the Appellate authority with the p,)wer 
of enhanci:Qg sentences, was deleted from the Code of Criminal Procedure. 
The same argument applies equal1y to the enhancement of an assesgment. 
by the appellate authority. As has been pointed out by Mr. Subrabma-
nayam, it will act as a deterrent against appeals and the result will be that. 
it will also in some cases be used as· a threat against appellants. 
If a man has . heen under-assessed, it is open to the Truring 
!officE.ll'S or to the Revenue authorities who are in chal"ge of this Department 
to -appeal ~s  that taxation, but, I submit, that it would be anomalous 
'ro arm the appellate authority with the power of enhancing assessments 
When-'the 'roo9rd· comes before him on the motion of the payee. I, there-
fm:e, submit tliat this amendment moved by my HonoUJ;able friend, Mr. 
::Rangachariar; -should ecei ~ the cce ~ce of this House. 

The Honourable Sir Jlalcolm Halle,.: Sir, it is a queer analogy, to 
my mind, to draw between the assessment of income-tax and the passing 
of a criminal sentence. I imagine that we are all good citizens  here, that 
we do not really desire to escape paying our income-tax; though indeed 
I must arimit that ·there are occasions, when, if we can form a select 
.band of bur friends in the Assembly, we are even capable of asking the 
.Hollse to protect the particular interests of our particular class. But 
I take it that, in theory, we are all good citizens, and, much as we dislike 
paying income-tax,.we know it is our duty to do so. All· we ask is that our 
income-tax sh<?uld be fairly assessed, that the law should beappliei with 
equity, and that we should be asked to pay neither too much nor too little 
within the terms of that law. Dr. Gour speaks of the honest ~ as a 
-man who comes before the Court to hear his sentence, and he objects to 
: there being any subsequent process by which that sentence should be 
enhanced during the oourse of appeal. Now I protest against that view 
altogether. We are trying to do our very best to do away with any idea that 
an inoome-tax assessment is an arbitrary charge of a tyrannical power. We 
are doing our best to secure an establishmeI).t which will give us a fair and 
correct assessment,. and it seems to me clear that the object we have in view 
should also be shared by the assessee, namely, that his assessment shOuld 
be correct, and that, so long as it is correct, he should, however, it is arriv-
ed at, agree as a good citizen to pay it. 
But, Sir, of course I know it is a standing joke in this House that I am 

no lawyer. It affords amusement to the House and amusement to me-
almost as much as when some of my lawyer friends talk about finance. 
Sir, perhaps there are occasions on which I am rather-glad that I am not (\ 
lawyer, for, indeed, it seems to me that if I, as a simple laymaLl, wez-e 
proposiflg an amendment, I should not put forward an amendmeut, the-
effect of whioh would be that the Assistant Commissioner shall not en-
hance an assessment, whife according to another provision which has been 
left untouched, he shall have power to enhance an s~ en  

Bao Bahadur T. ll.angachariar: Sir,· I plead guilty to the charge of-
negligence in having overlooked this provision in clause (a), and I am thahk-
ful to my friend, Mr. ~ b i  ~o  pointing. it out. But ~o in ' '  w.e 
do how this Bill was bemg humedly brought up-I had to send lD. my 
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~e~ en ~ a c:lay.or two ~~  I got a copy o~ the i ~  must b~ tor-
gIven for ~  o~e s  I qwte ~ ee that, as a lawyeJ;', l am not. com-
e en~ to deal with i~ nce  but may I also point out that the Honourable 
the in~nce ~ e  l,S Cluitfll '" la.yman like-myself, although he belongs to 
the nc i ~ ~ '  Set:V1ce·; aJ?.q I 1plo;w there is a tradition in this counLIy 
that. ihe 9ml ~ ~n  i~ c ~' e~~ ~ to do any and evy-ry IWrt of work, hom 
n ee~  MediclDe an4 Etiuc,!-tiop to Forests, Imga,tiQD aJ;l.Q even Bail-
ways. ~ i if a ~ i i n ~ n cla,i.ri::t a knowledge o~ all ~ e~e ~bin s  I .up-
pose a ~e  81so might clai.ri::t at least some degree o~ ~ ~ e nc e ~  
them, peca':l;Se ~e haS to <ie,l, W. the co~e oi h,ili p,r;actice, with. all 
these various thmgs.He m,:,y eve:p. claim some knowledge in c;\ealiJ.li with 
finance. But leaVing that on one s~ e  I still think, Sir, that this power of 
enhancemlmt, vested in an Appellate authority, is vicious in princlpJe. I 
qttiie agree that I;\ll peop'e s o ~  submlt to jl,lSt assessn;wnt. And this 
s sess ~e ~ is me4.e, as we ~~  kn,o;W, from the preVious ~ec io  afw an 

e~ bo e ' ~  ~  upon all sorts· of people to ~o ce ':'Ccount", and 
tc;> ~ c e ~ s ~c en  aJ?d the assessment IIJ made to tbe b~  
of the judgment of the verson who assesses the Wises£lee. And what does 
it matter if in a few cases the assessment ·is under-assessed? In how 
many Cases is it not over-assessed? Is an appeal always Ii remtldy !or 
o~e ssess en  Do you and I not know how hard it is to induce an 
Appellate authority in. income-tax cases to reduce assessment? If there 
are a few cases of unjust under-assessment, there are at least 100 cases 
of over-aesessment to one of under-assessment. Human judgruellt is 
.always imperfect. Do we always come to right conclusions" Thereiore, 
I object to this power resting in an Appellate authority; it is vicious in frin-
-ciple; it will act as a deterrent to people to go on appeal, and the Appellate 
8uthority should not be clothed with this power. I am surpris.ed ~  my 
mend, }4r. Ginwala, should think tha,t there is nothing in tJ:rls amendment. 
I therefore, Sir, propose this amendment. With your permission, Sir, I 
-shall also omit the word' enhance' in clause (a). . 
ft.e Honourable Sir ~co  Bailey: Sir, I must certainly objeet to a 

further amendment of a: substantive clause being brought forward Rt this 
-stage. tf the Honourable Member has been so unfortunate as to omit 
notice of this fact, I do not think that he should be allowM now to bring 
the matter forward. .. 
~~ Prejident.: Anlendment moved: 
" i;' ~~' ~~i~ at the· ~~  ~  clause 31, .omit all the. words after the word' assess-

"lIlent ' and make conse en ~'  amendments In ClaD-Be 32. 

The question is that that amendment be made. 

The Assembly then divided as follows: 

b~  Majid, ~  
Ahmed. Mr. "J: 
::A.sjad-Ul-lah, ~ i ~ n  
_gile, i ~  G. 
Bajpai, Mr. S. R 
Jlarwro. Mr. D. C. 
"Bhargava, ~ n i  J. L. 
·O(;iir, Dr. B.S: '  . 
·Jatkar. lh. B: H. B .. 
. Jejeebhoy. Sir ~e ~ 
M,.hadeo Pr.,sad, Munsbi. "Ma.n Bitildi, Bba.i. ' ,.. . 
14i8l'a, Mr. P. L. 
·llu.da,liai. ¥r.8. 

AYES-27. 
Mukherjee, Mr. J. N. 
Nabi Hadi, Mr. S. M. 
Nag, Mr. G. C. 
Nand LaI, Dr. 
!'feogy, Mr. ~  C. 
Rangachariar, Mr.'!'. 
~ i  Mr .. Y. 'K. 
Singh, Babu B. P. 
Sinha, Babu:C: P. 
Sinu, Beobar ~ b i  . 

i i ~  Rao, "Mr. P.: V. 
Subrahmanaiam,-lIIr: O. S. 
Ujagar Sihgb, BaDa Dedi: 
. " .. 
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Aiyer,Sir P. S. siV1lollwamy. 
Akram, Hussain, Priq.ce A.. 111. M. 
Bradley·Birt, Mr. F. B. 
Bray, 'Mr. Denys. 
Bryant, Mr. 'J. F: 
Carter, Sir Frank. 
Chatterjee, Mr .. A.. C. 
Cbaudhuri, Mr. J. 
Cotelingam, Mr. J. P. 
Crookshank, Sir ,Sydney. 
Dentith, Mr. A.. W. 
Fell, Sir Godfrey. 
Ghulam Sarwar Khan, Chaudha.ri. 
Ginwala, Mr. P. P. 

NOEs-a6. 
Kabraji, Mr. J. K. N. 
Keith, Mr. W. J. 
lIanmohandas Ramji, Mr. 
Maung Lung Bin. 
McCartny, Mr. F. 
Mitter, Mr. K. N. 
Muhammaa Hussain, Mr. T. 
Percival, Mr. P. E. 
Baa, Mr. C. Krishnaswami. 
ReJ;louf, Mr. W. C. 
Sarfaraz Hussain Khan, Mr. 
Sharp, Mr. H. 
Bim, Mr., G.  G. 

Hailey, the Honourable Sir MalcoIm. 
Spence, Mr. R. .A. 
Thackersey, Sir VitbaTdas D. 
Waghorn, Colonel W. D. 
Way, Mr. T. A.. H. 
Zahiruddin Ahmed, Mr. 

Hullah, Mr. J. . 
Innes, the Honourable Mr. C. A.. 
Joshi, Mr. N. M. 

The motion was negatived. 

'; -.', 

The Assembly then adjourned till en ~ e Minutes to Three of the 
Clock. 

The Assemblv re-assembled after Lunch at Twenty-five ~ es to 
Three of the ClOck. Mr. President was ,in the Chair. 

BaO B&hadar ~  Banpcharlar: Sir, I am afraid that there is a mis-
take. Members understood that the Assembly  was to re-assemble at 5 
minutes'to 8 'and not at 25 minutes to 8.: . 

'Mr. Jtreslden\: It does not matter. We shall go on. 
Khan Bahadur Zab1ruddiD Ahmed (Dacca Division: Muhammadan 

Rural) : Thete . is no ·quorum, Sir. 

Rao Bahadar "1'. BaDgacharlar: Sir, I beg to move the amendment 
whiCh stands in my name: 
• To clause 31, add at the end ~' following: 

• IIi all cases where the' appellali.t so desires. in his appeal memorandum, the Assist.-
'ant Commissioner shall have two 'or more non·official Commissioners as may be pres-
'Cribed to heat the appeal with him alid advise ,him as assessors, but their opinion Shall 
not he binding on him." ' 

This is a very modest proposal which I am making. In dealing with, 
appeals, the Assistant Commissioner has got to deal with involved ques-
tions, and I think he will, find it of very great use to him to have the 
assistance of a non-official Board. It has been tried, as Honourable 
Members are aware; in cases wliich arose out of the Excess Profits tax, 
and, I believe, the assistance of two or three non-officials in llUch cases .has 
been of use both to the appellant and to the assessors. I know that was 
so in Madras, and, I believe, it was also the case in other provinces. I see 
this matter was considered in the Joint Committee, and I only. desire that 
there should be two or more' non-official Commissioners to hear and dis-
pose of the appeals. ,I ~ e also provided that their opinion shall not be. 
binding on the appellant. Therefore, there is really no, risk taken in pro-. 
viding this machinery. Of course, the non-official Commissioner will have 
to be chosen qnder rules to be framed by the Government. I dare say, a' 
panel will have to be formed and rules will have to be framed, and from 
that panel the non-offi'cial Commissioners will have to be -selectad to assiSt. 

o 
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the Assistant Commissioner in the disposal of appeals. I do not say that it 
should be so in every case. I have 'provided that it is only in cases where 
the appellant so desires that the Assistant Commissioner should be given the 
assistance of two or more non-official Commissioners, so that it is not 
likely that, in every case, there will be a non-offiQ.ial Board,and it is only' 
where the appellant thinks that his case would require hearing by a non-
official Board, that this would come in. I think, on the whole-,. this wiD 
be a satisfactory improvement in the Act. . 

Ilr. Kanmohandas Ramli: Sir, if I may express the wish of the com-
mercial community of Bombay, there is a consensus of opinion that these 
committees are not desirable. Of course, in many cases they are-ciesirable, 
but, in this particular case, they are not, because nobody is expected to 
bring out all their secrets and books before a private committee sitting 
aiong with an official of the Government and disclose their working.. There 
w, s serious objection to the appointment of non-official Commissioners. Of 
course, I know that some of my friends from Bengal insist on it, but 
Bombay has taken up a particular stand and they do not desire that such 
committees should be appointed. 

Ilr. R. A. Spence: Sir, I beg to support what has fallen froI;ll my Honour-
able friend from Bombay. 

:&ao Bahadur T. Rangachariar: Sir, may I answer the objection taken? 
The objection taken is that no man is willing to show his books. Now I 
have provided against it by saying that it is only where the appellant 
desires . 

The Honourable Sir Kalcolm Hailey: May I rise to a point of order, 
Sir? I merely wish to take a ruling from you on the question as to 
whether the proposer of an amendment has or has not a rigp.t of reply? 

Kr. Preiident: ~  the propoger of an amendment under the rules 
has no right of reply. I have allowed Honourable Members to offer some-
thing more than a personal explanation while rising to their feet for the 
second time, but I may inform the House that I shall observe the spirit-
of the rules by restricting that right to the shortest possible limit. 

Sir Vithaldas D. Thackersey: Sir, I should like to speak on 
Mr. Rangachariar's amendment. I W$S under the impression that th., 
G-overnment Member was to speak. 
It is quite true, Mr. President, that the proposal in this case is restricted 

to the appointment of assessors in cases where the appellant wants it. But 
is there any guarantee that, as the hearing proceeds, the appeal Court 
may not ask for the books of others in order to prove certain facts or to 
have other evidence in the case and that the books of those 
who are not strictly interested in the appeal may not have to 
be brought and shown? I am not quite sure of the effect of 
this, but I quite agree with ~  has fallen from my two Honourable 
friends, Mr. Manmohandas Ramll and Mr. Spence, ~  so far as ~ b  
is concerned; we are absolutely opposed to the ~ en  of ~n  kind of 
assessors for looking into our books. We do 110t ~n  e~ wllJ help ~s  
Many difficulties will arise. It is not perhaps 'polItIC or WIse to n;tentlOn 
them publicly in this House, but Members of thIS House may take It from 
me that the -commercial community, in whose interests these asseS'Sors are 
suggested, are absolutely against the proposal and will never have them if 
they could possibly. help it. 
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1Ir. President: The question is that the following amendment be 
made: 

• -To clause 31, add at the end -the iollowing : 

, In all cases where the appellant 10 desir.es in his C:.:! memorandum, the Assist-
ant Commissioner shall have two or more non-official iSBioners as may be pres-
cribed to hear the appeal with him and advise him as assessors, but their opiRion 8hall 
not be binding on him.' 

The motion was negatived. 

Clause 81 was added to the Bill. 

:aao Bahadur T. Bangachariar: Sir, I only want to make it clear by 
the following amendment that in disposing of the matters referred to in 
these cases, the Commissioner should do 80 after hearing the appellant. I 
dare say he will do it, but, as they are executive officers, they generally 
dispose of appeals not always after hearing. And it is better to provide in 
the section itself that he should do 80 after hearing the appellant. 

, In clause 32 (3), after the word 'may' insert the words 'after hearing""the appellaDt_' 

1Ir. G. G. Sim: Sir,- I have no objection to the proposal of the 
Honourable Member if he will agree to a slight amendment of hiIJ-amend-
ment. I propose, Sir, that: 

'After the word 'may' the words . after giving the appellant an opportunity of 
being. heard' should be inaerted.· 

:aao Bahadur T. Bangacharlar: I have no objection, Sir. 

JIr. President: The question is: 

, That the following en~en  be substituted for the original amendment: 

, In clause 32 (3),-after the word' may , insert the words • after giving the appellant 
an opportunity of being heard.' .-

. "The motion was adopted. 

1Ir. President: The question is that the . substituted amendment be 
made. 

The motion was adopted. 

Clause 32, as amended, and clauses 83 and 34 were ajdfld to the BilL 

:aao Bahadur T. Bangacha:rlar: Sir, my next amendment is: 
• In clause 35 (3), after the word' Act ' in the last line, insert the words' including 

the right to appeal '. . 

Sir, the last part of c ~se 35 (3) 8ays: 

• The Income-tax Officer shall serve on the asseSBee a notice of _ demand in the pres-
cl'ibed form specifying the sum payable, and such notice of demand shall be deemed 
to be issued under section 29, and the provisions of thia Act shall apply accordingly.' 

. 'l'he provisions -of this Act may be merely for recovery and such other 
things, and I want to make it olear that mey inolude the right to appeal. 
I want, therefore, those words to be inserted. 

_1Ir. G.  G. Sbn:. I should like your ruling on a point of order, Sir. 
This particular. amendment which the lionourable Member is puMiing 
forward is, .in substanoe, exactly the same a8 -thlJt put forward by Sir 

i s ~ni  Aiyer in his proposal to amend olause80. He e ~ that 
. .- c 2 
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in clause 30 (1), before the words' may appeal' the words • or to any order 
enhancing the assessment under section' 35' should be inserted. That 
proposal was rejected by the House. The Honourable Member's amend-
ment simply repeats the same thing in another form. 

Bao Bahadur T. Bangachariar: May I mention, Sir, that on Sir Siva-
swamy Aiyer's amendment Mr. 8im took the technical objection that it was 
not the proper place to make the amendment and that he could not under-
stand why the amendment was made in that place. Therefore, I do not 
think that that objection will apply now. 

JIr. G.  G. Sim: No such objection was raised by me. To the best of 
. my recollection, I argued that an appeal was unnecessary as this clausE" 
provides only for the rectification of clerical mistakes by the Income-tax. 
Officer. I took no ec ~c  objection. 

JIr. President: Is the Honourable Member satisfied that the two points 
are substantially the same? 

Bao Bahadur T. Bangachariar: I leave it to the Chair. 

JIr. ~ en  It is a matter of interpretation of law, and the Chair 
is not entitled to express any opinion on it. On the Honourable Member's 
(Mr. Sim's) assurance that objection was taken, not as a point of law but 
all a point of fact, I must hold that the two points are aubstantially 
covered. 
Clauses 35, 36,  37,  38,  39, 40,  41,  42, 43 and 44 were added to the·Bili. 
:Mr. G.  G. 8im: Sir, I beg to move: 

'That in clause 45, for the words 'The o~  of income·tax' the words 'Any 
amount ' be substituted.' 

This is merely a drafting amendment. In some of the sections men-
tioned, the ~o n s refer not to income-tax but to penalties. 
The motion was adopted. 

JIr. G. G. 8im: I beg to move: 

, That iii. clause 45, after the word an.d figures • section 31' the words and figures 
• or section 32 ' be inserted.' 

Clause 32 is' a new clause inserted by the Joint o i e~ and the 
necessity of inserting the words and f.gures • or section 32 ' in this clause 
was overlooked. 

The moWion was adopted. 

Bao Bahadur T. Bangachariar: Sir, I move: 

• In clause 45, substitute the word • shall' for the words • may in his discretion '. 

The end of the clause is: 

• and  any assessee failing so to pay shall· be deemed to be in default, provided 
that, when an assessee· has presented an appeal under section 30, the Income-
taz officer may in his discretion treat the assessee as not being in default as long as· 
such appeal is uudisposed of.' 

1 do not think it Will be right to leave a discretion. When the appeal is 
""ending, why should the man be treated. as a defaulter when his appeal 
is not disposed of. Being treated asa defaulter entails a number of con-
sequeuees; When you think it is necessary, in certain cases, to allow a 
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discretion to the Income-tax officer not to treat him as a defaulter, it will 
~  to personal. favouritism in many. cases; at any rate, people will con-
Slder that certam persons are favoured by the Income-tax Officer, and 
rightly or wrongly it will leael to such impression gaining ground. What 
is the object in treating some persons 8S defaulters and some persons no!; 
as defaulters? Therefore, I propose that the word • shall I be inserted 
in place of the words' may in his discretion.' 
Kr. G.  G. Sim: I hope that the House will not accept this amendment. 

'IJ1ese words are contained in the present Act and this general provisiol) 
has always been in every Income-tax Act. I have heard no complaints 
F.bout the discretion exercised by the Income-tax Officers in this matter. 
\\That does happen in an income-tax appeal? A man may be assessed to 
Rs. 50,000 income-tax and he may object to a small item amounting til 
Rs. 50. The Income-tax Officer, in the exercise of his discretion, usually 
asks him to pay up the amount that is not disputed and pay up the 
balance afterwards. In any case, Sir, I would strongly object to any 
proposal whatsoever to relax the provisions of this Bill in respect of thP. 
l'ollection of the tax. We have provided for an enormous numbcr of new 
appeals under the Bill in addition to what we have under the present 
Act, and this has been done on the understanding that these new provi. 
!Jions would in no way interfere with the collection of the tax. The collec-
tion of this tax is not at present in a happy condition. Take, for example, 
the case of Madras. There was a debate in the month of November last 
in the Madras Legislative Council upon a Resolution put forward to 
relax some of the provisions regarding the collection of this tax. The 
Honourable the Finance Member of the Madras Government, Sir Charles 
~ o e  in his reply to that Resolution, gave the following figures. He 
said: 
• In the current year, out. of a demand of 35 lakhs, the total collection up to August 

last was little over 6 lakhs. Out of the arrears demand (that is the arrears of the 
previous year), of 42 lakhs, the total collections were only 18 lakhs.' 

During the last three years the Fercentage of collections in. Madras 
were 72, 69 and 56, while other provinces were able to show figures of 96 
lind 98 per cent. It is therefore obvious that something has got to be 
done in Madras to make income-tax assessees  comply with the provisions 
of the law. I am sure, Sir, that, if the House imposes an income-ta'l:, 
it intends it to be collected. Delay in the collecti9D of ~s tax in one 
particular province simply means that a heavier burden is placed upon 
the more virtuous tax-payers in other province. and I hope, therefore, 
t.hat the House will not give anr encouragement to the delay in paying 
this tax, which is so prevalent in Madras. 

Kr. President: Amendment moved: 
• In clause 45, substitute the word • shall ' for the words • may in his discretion '. 

The question is that that amendment be made. 

The motion was negatived. 
Clauses 45, as amended, 46, 47 and 48 were added to the Bill. 
JI.ao Bahadur T. KaDgacharlar: I beg to move the following l61DelJd-

ment: 
• Re·number sub·clause (1) of clause 49 as sub-clause (1) (a) and after that sub-clause, 

as re·numbered, insert the following: . 
• (6) If any such person proves to the satisfaction of the Income·tax OlBcer that he 

has paid income-tax for that year in respeet of the· same part of his income in any 
Indian State or elsewhere in the British Empire, h. shall be entitled to a refund of the 
sum so paid, ,which, however, shall not exceed one·half of the Indian rate of tax '. 
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· My point in bringing this amendment is to provide for some relieI in the 
,case of persons who have to pay as it were double income-tax. Indian 
· States ~ e now taken to levying income-tax. For instance, in Madras, 
the Mysore ~ e has recently begun levying income-tax and there is a 
proposal both In Travancore and Cochin to levy income-tax. I do I ot 
know whether ~ e e~  State .of o ~ will also try to levy ih. Me.st 
of us who ~ ~ b ~  or I!l the professIons have to pay tax in Stutes 
· and over agam In BntIsh India. Some sort of relief is needed. Havlllg 
regard to the provision made in the English Aot, the previous portion· of 
this section has provided a machinery for giving relief to persollS who 
· have to pay here and also in the United Kingdom, but, of course. I note 
from the Joint Committee's Report, that Government propose to ' ~ e  
take ~o e ~e o ~ ibns with these States in order to provide for so:r.e sort 
of relief bemg gIven. I do not know how long that will take. We have 

also people who. carry on trade in the Straits Settlements. 
S P... Some of the income earned there is received here, and t.16y 

will be liable to pay inoome-tax here, having also paid there. In such ea&es 
also this amendment provides for relief to the extent of one-half, that is 
to say, he will not be liable to more than one-hall the Indian rato. 1f 
. he proves to the satisfaction of the Income-tax Officer tbat this is the case, 
he will be entitled to a refund of the tax to the extent of one-half. He 
will still continue liable to the British Indian tax, but the object of this 
amendment is that in such cases the British Indian authorities should 
not levy more than one-half of the ordinary rate for the reason that he 
will have already paid in another place upon the same income. I !.ul>mit, 
Sir, that this is an equitable and just arrangement .. Income should not be 
taxed over and over again. The principle underlying this propositio:i is re-
cognized in the section itself, but it is recognized to a limited extent only 
for persons resident in the United Kingdom and not in other places. 'fake 
Bombay, for instance. Bombay is surrounded by Native States and 
the same difficulty is bound to arise, because I am sure that every N: ative 
State will shortly go in for taxing income as a source of revenue. It is true 
that they are not doing so now, but, in the onward march of events, the 
necessity for taxing will be felt everywhere, and the States will not be able 
"to carry on without taxing incomes. Therefore, Sir, I suggest that this 
. amendment is very necessary. 

Sir Vithaldas D. TIlackersey: Sir, I beg to support the amendment 
. moved by my Honourable friend, Mr. Rangachariar. It is quite true that 
the Joint Committee indicates that some arrangement may be made with the 
Native States to have a reciprocal arrangement; but, apart from that, it 
will be to the convenience and monetary advantage of all concerned that 
this amendment should be accepted by Government. In most casea what 
happens is this. Native States are on the borders of British territory, and 
many industries are started in Native States for the sake of the convenieI'ce 
of raw materials, and other considerations, and the Companies are rCgIllter-
tld in British India. Now, if this amendment is not accepted, the effect 
. will be that when the industries are in Native States. British residents 
will not register the Companies in British India, but they will legisler 
these companies in the States in which they have been startOO, and the 
result will be that we shall lose the half income-tax which we woula other-
wise get by the arrangement proposed. Now, suppose a mill or a factory or 
other industry is ~ e  in a Native State. Thete is not the slightest ab-
jeCiiionon the part of the Company to register in that State and S8ve all the 
income-tax. 
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But at present the practice is that most of these big Compaines, or prac--
iically all the big Companies, are registered in British India. I am talking 
of the Bombay Presidency. The factories are in the Native States. If 
they have to pay double income-tax, there is no inducement for the Com-
panies to register .themselves in British India. If this amendmert i!l ac-
cepted, you will be able to collect larger revenue as income-tax than if )OU 
insist upon your whole income-tax. The tax in Native States is very low, 
and, apart from any reciprocal arrangement with Native States, this Fro-
posal will be to the advantage of the British Government. 

1Ir. G. G. 8im: Sir, I think that Mr. Rangachariar is under a mis-
apprehension as to what is the exact effect of this particular section. I 
gather from his speech that he is under the impression that his amendment 
-provides for exactly the same arrangement with Native States and Domi-
nions as the arrangements with the United Kingdom provided for in this 
clause. As a matter of fact, the proposal which he has made is one which is 
exactly the opposite of the arrangement made with the United Kingdom. 
The question of double income-tax was the subject of negotiation with the 
authorities ~ the United Kingdom for about 4 or 5 years and the whole dis-
cussion turned upon the question of which country had the first right to tax 
an income which was taxed in more than one country. We have succeeded, 
after lengthy -negotiations, in getting into the advantageous position that any 
person who is taxed twice upon the same income, once in the United 
KlDgdom and once in India, has to apply to the authorities of the United 
Kingdom in the first instance fol." relief.· Both parties, the Government 
of India and the Government of the United Kingdom, have agrOOd that the 
relief to be given by anyone country shall not exceed half the rate in 
that country. The advantage that we have got is that the person who is 
assessed twice. over has to go in the first instance to England. When he 
. goes to England, he can claim up to half the English rate and can claim 
from India only the balance of the relief. It so happens that our rates at 
present are less than half the English rates and oonsequently no burden 
falls at the outset upon Indian revenues by this arrangement. The Honour-
able Member proposes that we should immediately insert a provision in 
"this Bill that where income is taxed twice, once in an Indian Stllte or in 
any part of the Empire and once in India, India should invariably give relief 
up to half our rates. That means that the Government of India· 
it": being asked, by inserting a provision of this nature in the Bill, to admit 
that wherever income is taxed twice, once by the Government of India 
and once b5' some other power, that other power has the first claim to any 
.income-tax upon that income. I do not think that that can be the 
Honourable Member's intention. This matter can only suitably be 
arranged for by negotiation with the foreign power. There must be mutual 
concessions and unless we get the other party to agree to a mutually advan-
tageous arrangement, no ·particular advantage will be gained. Why should 
the other country give any concession whatsoever if we insert a provision 
tha:. in a case where a man is aBBessed in two countries on the same 
illcome, we shall immediately give a rebate up to half our rate. 'l'here 
is a further point, Sir, that, as it stands, the amendment provides that if 
income-tax has been paid anywhere in the British Empire on the same 
income, the person who has paid the double tax shall be entitled to a refund 
lip to half the Indian rate. But such.a person may have been taxed three 
times over. He may have been taxed in the Dominions, in ·England and 
in India. If he has paid once in the dominions, it is proposed . that, :evel). 
if he has got ,part of the money back from the U.a.ited Kingdom,. we should 
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refund half' the Iridian rate. This would lead to extraordinary complica-
tions. The Government are quite prepared to accept the recommendation 
of the Joint Committee that immediate steps should be taken to enter 
into negotiations with the Straits Settlements and with the Indian States in 
order to come to some satisfactory arrangement for the alleviation of double 
income·tax and I hope that  that will suffice to meet the object of the 
Honourable Member. 

Sir Vithaldas D. Thackersey: May I know whether it will be possible to 
carry out the reciprocal arrangement proposed by the Honourable Member? 

Kr. G. G. Sim: Certainly. We have already come to an arrangement 
with the Mysore State. Government has full -power, under clause 60. 
to make any alteration in the incidence of the tax regarding any particular 
class of income. 

Bao Bahadur T. B.angachariar: With that assurance, I do not press 
my amendment. 

The amendment was, by leave of the Assembly, withdrawn. 

Clause 49 was added to the Bill. 

Clauses 50,  51, 52,.53 and 54 were added to the Bill. 

Kr. G. G. Sim: Sir, I beg to move: 

• That at the end of clause 55, ~ e following words be added: 
• Provided that where the profits and gains of an unregistered firm have been 

assessed to super·tax, super·tax shall not be payable by an individual having a share 
in the firm in respect of the amount ()f such profits and gains which is proportionate 
to his share '.'. 

This is merely a drafting amendment, Sir. The Joint Committee had 
proposed to place registered and unregistered firms on exactly the same 
footing as they are under the present Act; but, as the Bill is drafted, the 
income of an unregistered firm would be taxable twice over, once in the 
hands of the firm and once in the hands of individual members. This was 
not intended and it is to ctBe this mistake that this amendment is put 
forward. 

The motion was adopted. 

Sir Vithaldas D. Thackersey: Sir, I wish to ask for permission to add the 
word • further ' to my amendment, which will then read as follows: 
• That at the end of clause 55, the following words be added, namely: 

• Provided !UTtlr,eT that where the profits and gains of a company have been as· 
sessed to super-tax, the super-tax shall not be payable by another company holding 
shares in the first company in respect of the amount of dividends received by the 
holding company'.' 

I ask for permission to add -the word' further.' My reason for moving 
this amendment is to give justice in hard cases. I may point out to the 
'House that, owing to businesses extending, private companies are registered 
for doing large bUl!inesses and it often happens that a private-limited com· 
pany is the managing agent of a factory company or any other companI 
and also that thiS private company holds shares in another limited company ~ 
What now happens is this. The first company pays the super-tax. When 
the dividends and profits are distributed to another holding company, that 
company also pays suPer-tax. Then, when the dividends are distributed 
by the holding company to the individual Shareholders, then a third super-
iu is paid on the same income. Of course, in the -third· case cit variea 
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(I,ccording to the income, large or small, from one anna _to four annas, 
according to the amount of profit. I do not propose that the individuala 
should escape any of the taxation. Mr. Sim has already proposed an 
amendment that, when a firm pays super-tax, the'individual partners have 
not tiO pay super-tax again on the same income, Or, in the case of ordinary 
shareholders, when the company pays one anna, the ordinary shareholders 
pay up to 4 annas according to their inc6me. In this particular case, the 
first company pays one anna, the second company pays one anna and the 
ordinary shareholder pays up to 4 annas. I admit that, if my proposal is 
accepted, there will be a small loss of revenue, but I put this on the basis 
of justice-whether it is right -that the same income should be taxed thrice. 
'Ihere is the analogy in section 14 (2) (a). The section runs thus: 

• The tax shall not be payable by an assessee in respect of: 

(a) any sum which he receives by way of dividend 88 a IIhareAoldef' in 8 company 
where the Pf'0/it8 Of' gaiftll of the compa1I'!I have been a38fl88fld to income-ta:r:;' 

On the same basis, where one company has paid super-tax, no~e  

romp any holding its shares ought not to pay it. A sum is ultimately dis-
tributed to individuals, the individual must pay-I do not propose any 
rt'duction in their case. 

lIr. G.  G. 8im: Sir, the object, the Honourable Member has in view, 
I understand, is to secure that the Bat rate of super-tax paid by a company 
should not be paid twice in respect of any profits_ Now I would ask the 
House, in considering this proposal, to bear in mind the past history of 
this tax. Up to 2 years ago, we had a super-tax on the undistributed 
profits of companies. The profits of companies differ from the profits of 
individuals or the profits of firms in that a certain proportion of 
them is not liable to super-tax fu the hands of the individual, -ViII., 
the portion not distributed to shareholders. Our original tax was a 
tax on that portion of the profits which was left in the hands of a 
company and it was assessed at graded rates. It went up to four 
annas in the rupee. It was at the request of the comme:.:cial com-
munity itself, which objected to this particular form of taxation, that this 
tax, which was a graduated tax, rising to four annas in the rupee on the 
undistributed profits, was replaced by a Bat rate of one anna on the whole 
of the profits. Their contention was that the -particular form in which we 
took the  tax from them induced companies to distribute more of their 
profits than they could with safety do. Now I should like to ask the 
Honourable Member whether, in the case of any of those holding com-
panies, which he has quoted, they are at present paying more in the wal of 
super-tax than they would have done under the oldsysCiem_ Under the old 
system, there was no double taxation. It ~s a tax on the undistributed 
profits and there was no question of taxing the same profits twice over. 
'!'qen the commercial community asked us to replace this by a' tax of a 
totial'y different nature, and as soon as that tax was introduced, we are told 
that it is unjust in so far as it involves double taxation. But are any of 
those companies at the present time paying any more than they would have 
done under the old system? The old system was perfectly equitable. It 
was an attempt to get at these undistributed profits. 

In the second place, Sir, I should like to point out that this tax is now 
practically a tax on companies' profits -as such, and that it is perfectly 
immaterial where those profits come from. The tax has been defended. on the 
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,ground ~  i~e ~ English Corporation Tax, it is a tax on companies' 
profits leVIed In VIew of the advantages which are secured to them 
~  .l.aw in the form' of their _ corporate finance and their limited 
liabIlity;. and that the Imlount of benefit that they get can be 
~os  sl.lltably measured by the amount of their profits:assessed to 
Income-tax. From this point of  view, it is immaterial whether these 
profits .are got by o ~n  a c o ~ or b:y investing in another company. 
There IS one danger, SIr, about thIS partIcular amendment of Sir Vithal-
~s c ~se  ~ic  the House should bear in mind. If a company 
:distributes Its capItal amongst a lot of other companies and constitu.es 
itself a holding company, it thereby becomes p'ntitled to a reduction of 
Rs. 50,000 from the profits of each company. I do not think that the 
Honourable Member can mean that this proviso should be carried in such 
a manner that, while the profits which the present company gets from 
the other companies are not to be taxed, still the holding company has to 
get a reduction of Rs. 50,000 in respect of each of the companies ·i.ul].ongst 
which it has distributed its capital. The whole question, Sir, was very 
fully debated in the Joint Committee and the Joint 'ComJ;nittee considered 
that there was no case for any change in the law at present, but that, if 
there was any increase in the present rate, the whole question of the 
method of assessing corporation profits would have to be reconsidered. 
At present, as a matter of fact, we do not charge a company on the whole 
of its profits. We do not tax it on the portion of the profits that is distri-
buted on account of fixed interest charges. The English Corporation Tax, 
as Honourable Members are aware, is charged on the whole of the profits 
()f a company, irrespective of whether those profits ~e distributed to 
debenture-holders or to shareholders, or as mortgage interest or in any 
other way. The tax charged here is on a portion only of the profits, and 
-the Joint Committee considered that, as the rate of one anna in the rupee 
is a low one, it was quite unnecessary to reconsider the basis of 'assessment. 
If, however, the rate is changed, the whole question of the method of 
assessing corporation profits will have to be reconsidered. 1 see no reason 
at present, therefore, for accepting the Honourable Member's proposal as 
it would certainly involve this risk of a considerable amount of tax being 
lost owing to the distribution of capital of one company amongst a con-
1liderable number of companies, a holding company amongst a number 
-of subordinate companies, with each of them e ~in  reduction of Rs. 50,000. 
'I therefore, Sir, oppose the amendment. 

Sir Vi\h&J.daB D. Thackersey: Sir, I do not wish to press this amendment 
'at the present stage to-day, as we have been promised that the point will be 
-coItsidered if any change in the rate takes place. 1 do admit that there will 
be a certain amount of revenue lost; ut the same time I must correct the 
.Honourable Member when he said that this flat rate of one anna was some 
-c=oncession ,from the 1918 rate when the full super-tax was charged on 
the companies. 1 need only point out that that chuge was a preposterous 
one and, had it not been for that tax, the companies' position would have 
'been much stronger. Owing to the wrong policy of that year's taxation, 
most of the profit was distributed snd Government realised a much 
1lmaller amount in super-tax, than it would otherwise have done. 

The am,endment 'Was, by leave of ~e Assembly, withdrawn. 

, Clause 55, as amended, and clauses 56,  57, '58,59, 60, 61 and 62 
'Were added to the-.Bill. 
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ltao Bahadur T. RaDgachar1ar: Sir, this is a sman amendment which 
I wish to make, namely: 
• In clause 63 (1), insert the word' registered' before the word' post '.' 

That clause reads that: 
• A notice of requisition under this Act may be served on the person therein named 

either by post or, as if it weTe a summons issued by a Court, under the Code of Civil 
I'rocedure, 1908.' 

In order to .safeguard the receipt of a notice when it is sent by post, I 
suggest the insertion of the word • registered.' It is not going to cost 
the Government anything, bec s~ what you pay on the one hand .you 
will get back in the s ~ of postal revenue, and, therefore, it is not an 
expense. On the other hand, it will be a great advantage to the party 
concerned. It will ensure the receipt of a notice, for oftentimes penalties 
are incurred if the party does not comply with the notice so served, and 
it is but right that it should be sent hy registered post. 

The Bonourable Sir ilalcolm Bailey: May I ask the Honourable gentle-
man before he sits down if he has b o ~~  the General Clauses Act with him'? 

Rao Bahadur T. Rangachariar: May I ask the Honourable Member to 
remind me of the clause? 

The Bonourable Sir Malcolm Bailey: Well, if one so unlettered in 
these matters may recall the point to the attention of an expert, section 27 
of the General Clauses' Act does provide as follows: 
• Where any Act of the Governor General in Councilor Regulation made after the 

commencement of this Act authorizes or requires any document to be served by post, 
whether the expression • serve ' or either the expression • give ' or • send" 01' any other 
expression is used,. then, unless a different intention appears, the 'service shall be 
deemed to . be effected by properly addressing, prepaying, and posting by registered 
post ................. .' • 

ltao Bahadur T. BaDgachariar: Thank you, Sir. I. withdraw my 
. amendment; 

The amendment was, by leave of the Assembly, withdrawn. 

Clause 63, 64 and 65 were added to the Bill. 
ltao BahadUr T. RaDg&chariar: I beg to move, Sir: 
• To substitute the word' receipt' in clause 66 (!), for the word' passing '.' 

An order may be passed in the absence of a party' and he may not get 
sufficient time. I would provide that the period should count from the 
date of the receipt of the order, and not after the 'passing of the order . 
. That is the object of "this amendment. 

Mr. G.  G. Sim: Sir, the order that is passed under section3l is an 
order on an appeal, and I see no reason why the period should not count 
from the date of that . order. But the particular point is this . 
. Tae Honourable Member' prop->ses that the period. prescribed should 
be .>nemonth from the receipt· d a copy of the order. There 
is no provision anywhere in the Act that the appellant should 
be given a copy of the order. He can get a copy of the order 
if he asks for it. If this amendment is carried,. after an appeal order has 
been passed, a man  may go away for five years and then come Qnd apply 
for a copy of the order and demand a reference a month after he gets his 
,copy. ,I think that is an impossible proposal. 

Baa ~  T. Bangachari&r! I don't; see any impossibility &.bout it_ 
It will make it obligatory upon the officer who passes the order to send the 
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order to the party. That is all. If the officer who passes the order sleeps 
over it, then, of course, he will have time. I expect the officers to do 
their duty when they pass an order. I MilO expect them to send a copy of 
the order to him. Therefore, it is really not an impossible thing at all, 
unless the officer neglects his duty. If the order is passed in the presence 
of the party, then I can understand it. But there is nothing binding upon 
the Appellate officer to pass the order in the presence of the party. There-
fore, I thiIrk it necessary that this amendment should be made. 

The Bonourable Sirllalcolm Bailey: Sir, we are only applying the 
same principle here as is applied in other cases. There are a great many 
cases where the date of appeal and the like ~n  from the date of the pass-
ing of the order and we see no reason why that same procedure should not 
apply in the case of the Income-tax Act. If the Honourable Member feels 
so strongly on the subject, he will no doubt sooner or later put forward a 
Resolution calling for a radical amendment of a very considerable number 
of sections in the Schedule of the Indian Limitation Act as' applied to the 
orders of Civil Courts. Sir, we may be trusted, as any other authority, to 
give due notice to people when orders will be passed, and it is only reason-
able that the period should run from the date 6f the passing of.such order. 

1Ir. President: Amendment moved: 
, In clause 66 (2), substitute the word' receipt' for the word' passing '.' 

The question is that that amendment be ~e  

The motion was negatived. 

:aao Bahadur T. Bangachariar: The next amendment that stands in 
my name is: 

• In clause 66 (e), after the figures • 31' in line 2, insert the word and figures 
'and32'.'· 

Honourable.--Members will notice that clause 32 says: 
, Any a88essee objecting to an order ptlllBed by an ABBistant Oommis8ioner under sec-

tion flS or to an o'Tderenhancing his tlllBeBBment under Bub·section (8) of section 81 may 
appeal to the Commis8ioner within thirty ~ of the making of 8uch OTde1'.' 

.  I want to provide that, within ODe month of the passing of the order, 
under section 31 Qr under section 32 (i.e., in both cases), the party should 
have a right to ask for a reference on a point of law. That is the object 
of my amendment. 

1Ir. G.  G. Sim: Sir, I have no objection to the amendment provided 
tne Honourable Member will substitute the word • or ' for the word • and ~ 
in his amendment. 

Rao Bahadur T. Rangachariar: I have no objection. 

Mr. President: The question is that the following amendment be made: 
• In clause 66 (fI), after the figures • 31' in line 2, insert the word and· figures 

4OT32'! 

The motion was adopted. 

Rao Bahadur T. Rangachariar: I move: 
• In clause 66 (2), insert the words' or such lesser sum as may be prescribed' after 

the words ' hundred rupees '.' 

This is as regards the amount of deposit to be made by a. 
Jierson after the passing of an order under section 81. The Act 
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provides that in every case the application should be accomplished· 
by a fee of hundred rupees. In· some cases the assessment inay be very 
small and it may involve a point of law, and it would be somewhat 
I·rohibitory indeed to insist upon a man to pay Rs. 100 for stating a ·case. 
I, therefore, propose that as much lesser' sum as possible may be pres-
cribed by Government. I am not suggesting that any particular sum 
should be levied in any particular case. I quite accept the principle that 
you have to pay, and Rs. 100 may remain. But there are cases and cases 
in which this figure would work hardship, and I, therefore, propose to 
leave it to the GoverIiment to prescribe by rules the sum according to the 
circumstances of each case. I notice that in the Joint Committee a pro-
posal was made that only Rs. 20 shall be levied, but that perhaps is not 
II sufficient sum. Therefore, what I say is, let it not be a rigid rule that 
a man should pay Rs. 100 in every case but let us leave it to Government 
f,o prescribe any such smaller sum as they consiaer aesirable aocording 
to the circumstances of eaQh case. 

Mr. G.  G. Sim: Sir, I do not think there is any harm in accepting 
this amendment. I am not quite certain what the use of it is, hut I do 
Jiot propose to object to it. 

Mr. President: The question is that the following amendment be 
made: 

• 'In clause 66 (fl, insert the words' or such lesser sum &8 may be prescribed' after 
the words • hundred rupees'.' 

The motion was adopted. 

Clauses 66. as amended, and ~  were added ~ the Bill. 

Sir VlthaJdas D. Thackersey,: I beg to move: 

• In clause 68, for the second proviso substitute the following: 

• Provided further that section 19 of the Indian Income-tax Act, 1918, be so applied 
as if the legislation of 1918 in that connection had never been introduced and credit; 
being given for lIums paid in advance',' . 
The system of taxation of income-tax before the Indian 'Income-tax 

Act, 1918, was passed was that the income-tax was levied on the income 
of the previous year just as it is proposed now under this Bill. In 1918, 
the system was cha.rr.ged and adjustment of income-tax was introduced. 
so that in 1918-1919, the tax was paid on the income receivad in 1918-1919. 
'The Bombay assessees did not require this change. At the same time, 
st the request of some parties the change was made, aD.d I believe the 
demand was'ttlade from Caloutta. Now, the Government are going baok 
to the view that the old system was right and therl>fore adjustment is 
abolished under the new Bill and income-tax is proposed to be levied on 
the inoome of the previous year. The effect of this change. in Mort, is 
this. We missed the year 1917 on which we would have paid inoome-.tax. 
and. now we are asked to pay tax for two successive years on the income 
of i ~  Is it fair to those whose income was progressive that their 
lean year should be omitted and a fail"' year should be taxed twioe? I do 
not know where the justioe of this ,section comes in ? It may be argued 
by the Honourable Member in charge of the Bill that we want revenue 
pond, therefore, let us have it by hook or by crook, by any method tha\ we 
may think of, and I believe, when this suggestion was made from certain 
quarters, the Honourable Member jumped at the idea with great pleasure, 
beoause he is going to get income-tax for two years on the income of 
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1921-22 year. It is not fair to those who have progressive incomes that 
they should be asked to pay so much more income-tax for  no fault of 
theirs. I believe that the justice of this amendment cannot be denied, 
nnd, therefore, I hope that the Government will accept it. 

Mr. JlaDmohandu Bamii: I want to bring it to the notice of MemberS 
that, in the case of some '"Companies, the change is going to operate 
adversely, while there may be an advantage to some from this change. 
Which party should we give the preference to? (Sir Vithalda8 D 
Thack6r86J1: • Be fair.') So, if we want to be fair, there could be nothing 
fajrerthan the proposal. (The Honourable Bir Malcolm Hailey: • Which 
proposal? ') I mean the original proposal. 

JIr. G. G. Sim: Sir, this question of the procedure to be adopted in 
the year. of changing back to the old system has been discussed for the last. 
two years. The Joint Committee recommended· that we should adopt the· 
method proposed in the Bill, that is to say, that we should continue the 
adjustment for one year more. Sir Vithaldas Thackersey has referred to 
some unfortunate persons whose incomes are going up . and who, under 
this proposal, will have to pay more tax than they would have paid if 
the change in 1918 had never been made.. lIe has referred to the fact 
that the change was introduced at the instance of Calcutta in 1918. I· 
may remind the Honourable Member that when the proposal to go back 
to the old system was made, it was made· at the instance of assessees who 
universally complained of the inequity of the present system. We con-
sulted numerous authorities and . associations as to the best method of 
making this change and there. was a practically unanimous opinion that 
the change should take place in the way which has been proposed in this 
Bill. As an example, Sir, I shall quote to the House the views of the 
Mill Owners' Association of o b ~ In a communication, dated the 8th 
February, 1921, they said: 

• The change proposed has the advantage of simplifying the procedure and the Com-
mittee express their· approval of the same on condition however that before the change 
is introduced, an adjustment for a given year is made as the. Committee are of opinion 
that the profits ~ ne  _by eompameb' are already on the decline.' 

At that time, they anticipated that their profits would decline. We 
I!-re now informed that their profits are rising, and their natural indignation 
at finding .that the profits on which they are to be taxed have gone up 
instead of down, has been given s: expreillsion to by the Honourable 
Member. I do not think that the . able Member can seriously mean 
this proposal. AS has been pointed out by Mr. Manmohandas Ramji, the 
proposal affects different people in different ways. Even in the case of 
Bombay, the result of continuing the adjustment system next year will, 
according to the latest information, result in Government having to make 
a net pay of 40 lakhs, that is to say, after collecting extra sums from the 
rersons whose incomes are still going up, we shall·have to refund, in addi-
tion to that, a swn of 40 lakhs to people whose incomes have gone down. 
I have no doubt as to the view the House will take of this amendment. 

Mr. Presiden': Amendment moved: 

• In clause 68, for ths second proviso substitute the 'following : 
• 
• Provided further that section 19 of the Indian Income-tax Act, 1918, ·be so applied 

as if the legislation of 1918 in that coDDectionhad never been introduced and credit 
being given for II11DI8 l'aid in advance':', . .. 



THE INDIAN ~  BILL. 

The question is that that amendment be made. 

The motion· was negatived. 

20&r 

Clause 68, the Schedule and the Preamble were ~ e  to th,El BilL 

Mr. It;' o .• eogy (Dacca Division: Non-Muhamm8dan Rural): Before 
Sir Malcolm Hailey moves the motion standing in his name, I object 'under-
clause (2) of Standing Order 49 to his motion. It runs thus: 

• If any amendment of the Bill is made, any Member may object to any motion being' 
made on the same day, that the Bill be passed, and suell objection shall prevail nnless 
the President, in the exercise of his power to snspend this Btanding Order, aJlows the 
motion to be made.' . 

We have already accepted several amendments to the Bill and some of-' 
them were at the instance of Government. It shows that the time at 
the disposal uf Government was not sufficient filr a careful examinatioll? 
of the Bill, ,and I do not think it will do any 1iarm to the Finance Depart-
ment to 'examine the Bill, as now amended, a little carefully and then bring 
forward ~s motion ata . later stage. 

, JIr. PresideD': If the Honourable Member has taken objection on the-
ground that further delay will give opportunity to amend' the measure, 
I must remind ~  that fresh amendments cannot be moved on the 
motion that the BHI be passed, whi"h is the only stage ,now remaining. 
I am prepared to hear him substantiate his objection, and also to hear the 
Government· on the subject. The reasons he has given do not appear to· 
me to be relevant to the issue. 

JIr. E. o. B'eou: So far as non-official Members are concerned, I think: 
that they ought to be in a position to re-examine the Bill, as now amended, 
and see if there is any inconsistency anywhere and whether the Bill requires. 
further amendment, or re-commitmeut to: the' Select Committee. 

The Honourable Sir :.aJ.colm HaD.,.: Does the Honourable Member 
mean, Sir, that non-official Members, after further examining this Bill, 
will be then in a .position. to bring forward ~e  amendments? 

JIr. 1[. C. lfeogy: Yes, so far as the amendment proposed by Mr. Ranga--
charlar of clause (a) of sub-clause (3) of section 31 is concemed, a COD--
siderablesection of this House would like to have the matter discussed 
again. And, as rega!'ds the technical objection taken by the ono~ b e  

the Finance Member with reference to Mr. Rangachariar's failure to move-
for the omission of the word' reduce' in clause (a) of sub-elause (3) of that 
section, I think that the difficulty raised by the Honourable the Finance-
Membel' might be obviated by notice being given for the omission of that; 
word, and the House would then be in a position to reconsider section 31 . 

• 
JIr. President: The Honourable Member. does not appear to have taken· 

notice of the fact that the House in each case has passed the motion that 
the$e clauses do stand part of the Bill. The 'ritle, the Preamble, the sixty-
eight ,lauses and the Schedule are now all part of the Bill, and the next 
motion to be taken by ~ e House is that this Bill be passed. No doubt, 
amendments might be made in another place which might call for recon-
sideration by this House; but that we will deal with when it arises_ 

Discretion reposes in the Ohair as 1;(1 whether Standing Order 49 should 
be suspended, and I must be guided by the reasons b o ~ forward by 
Honourable Members for and ~s  it_ I am not much Impresaed by 
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the reasons given by the Honourable Member, but I am prepared to hear 
&lly other reasons if he has any to advance. 

:B.ao Bahadur T. Rangachariar: There is one matter on which I feel 
doubtful. I have not seen the draft of the amendment which was passed 
the other day at the instance of the Member from the Punjab. We did, 
not have a copyo£ it and I do not know whether the phraseology may not 
require alteration. But, as suggested, the Bill will oome back after con-
'Sideration by the other House, and that matter might be then examined. 

The Honourable Sii Malcolm Halley: Sir, I do not feel that the House 
has to-day, or at its previous sitting, made any amendments of real subs-
tance. They are all amendments of detail and of prooedure. I need not say 
that the Bill will be further sorutinised from the point of view of drafting, 
and if any small oonsequential amendments in drafting be required, it is per-
fectly competent for Government to put these forward elsewhere. And, 
in that point of  view, Sir, I would suggest that the House, which has a 
good deal of work before it in the future, should not trouble to hold another 
' i ~ on, this· Bill merely 'in order to consider drafting or oonseguential 
amendments_ 

.  I beg to move, Sir, that the Bill, as, amended, be passed. In 
doing so, I only desire to ask the House to join with me in 
{)xpressing its obligations in regard to the great labour bestowed 
on this Bill by the Joint Committee of both Houses. They held long 
'Sittings. The Bill is a complioated one and required full considera-
~on in detail. I think that ,the House has every reason to feel that it has 
profited by the result of these labours which were conducted under the able 
-chairmanship of Sir Alexander Murray. (Hear, hear.) 

. Mr. PresideDt;: The question is: 
" • ,That the Bill. to consoliciate and amend the law relating to income-tu and super-
'tax, as drafted 'by the Joint Committee and as here amended, be passed.' 

ll.ao Bahadur T. ~  Sir, I wish to associate myself with 
the remarks made by the H$>n()urable the Finance Member in the con-
gratulations we have to offer to the Joint Committee for the great labour 
they have bestowed in considering this Bill and placing it before us. I 
wish also to add, Sir, a word of commendation of the w-eat work which 
Mr. Sim has bestowed on this Bill. (Hear, hear.) There are oertain 
matters in this Bill, which require the 'careful attention of the Government 
and I am sure, in the rules which they are going to pass, they will evince 
a sympathetic interest towards the tax-payer, while, at the same time 
"keeping a grip on the revenue. Sir, I am not at all satisfied about the 
provision which is made for deducting at the source income-tax in respect 
'of Government securities, and section 18 provides that, in deducting the 
"inoome-tax due on the interest payable on Government securities, we may 
levy it at the maximum rate. Many persons in this oountry, \ypo are 
~ o s and orphans, have got only certain securities, which perhaps do 
not yield even a ta.xable amount in the' shape vf interest, and I know 
it works a great hardship, in those cases, to deduct the income-
tax at the source, and that at the .maximum rate, as if those 
persons were receiving such an income as would be liable to the 
maximum rate; I did not want to bring any amendment to that section, 
'beoause I trust that" tne Government are going to take steps to ameliorate 
the oon i ion~ of these aecurity holders. Already, Sir, they suffer a good 
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deal on account of the depreciation in value .. 'I should llketoknow, Sir, 
' ~ has ·been done with reference' to the report which the Committee 
t;nade in ·respeet· of these· holders of the 3i per cent. securities. Their 
. c~ i  has beeQ B1:eatly reduced in value and to levy income-tax on them 
:f:I,t ·the maximum rate will be ,a greater hardship. I heartily jom in support-
~ iihe motion for passing this Bill. 

JIr. Pr8lideD&:The question is: 

• Tllat the Dill tit cousolidate aad amend the law relating to iUCOllle-tax aad _per-
tax, as drafted by t1ae Joint CoDllllittee ~ as here amended, be passed.' 

The motion was adopted_ : 

AllENDMENT OF STA,NpING ORDERS. 

BIr, R. It. SiYUW&Dl1 Aiyer (Tanjore cum Trichinopoly: Non-Muham-
madan Rural): Sir, I beg to move for leave to amend the StaQding Orders of 
the Legislative Assembly in the manner indicated in the various amendments 
under this head. lowe an apology to the House for not having brought up my 
~s es ions earlier, so that they might have been referred to the Select Com-
mittee at the time at which the Honourable Sir William Vincent's amend-
l1)ents were so referred.' With your permission, I propose to make a few 
explanatory remarks with regard to these amendments, and do so once for 
411, ~e  of dealing with each amendment separately. That course will, 
I am sure, save time and be welcomed by the House. 'Standing Order No. 23 
relates to· leave to make a motion to adjourn the House for the purpose oJ 
drawing its attention to some matter of importance. The procedure under 
the existing Standing Order is in my opinion unnecessarily cumbrous and 
open to other objections. First of all, when the Member who applies for 
leave gets up and ai:mounces his intention, the duty is cast upon some other 
Member of the House to take an objection to such leave being granted. 
Now, this duty of getting up and raising an objection is a somewhat invidious 
duty and, for that very reason, it is often not performed when it might 
be very usefully performed. If objection is taken, then the President asks 
those who are in favour of the leave being granted to rise in their places and 
if 25 people rise, then the leave to make the motion is granted. Very often it 
is fopnd, that, after the motion has been made and disoussed, there is not 
a single person to support the Mover of the motion. That, 1, think, is a pro-
cedure which involves a needless waste of time. Why should we not have 
a straightforward and simple decision at once by the whole House oD, the 
question whether leave should be granted. or not? It may be said that 
here too a person who bas to object to leave being granted has to do a 
somewhat' invidious duty; but the invidiousness is shared by the whole 
H01l8e and, the weight of it is felt less. 

My first proposal, therefore, is that the question should be determined 
by ,voices or, if necessary, by a division. Then, I propose, as an alternative, 
to om.t the words' if objection is taken.' I will not, at this stage. go into 
further details with regard to these various suggestions because it is only 
necessary for me to muke out a prima facie case for the consideration of 
these suggestions and for referring them to the Select Committee. 

. With regard to Standing Order 80, I make certain Ruggestions for the 
purpese of making it clear in what oases notice is necessary and in wha. 
Bases notice is not necessary. At present there is no Standing Order which 
sums up the cases in which notice is not necessary or states the cases in 

D 
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'which notice is necessary. I think it would be a useful thing if we could 
.pave, summed up in. one Standing Order, the eases in which previous notice 
'is, unnecessary_ 1" may I:ltate that, in my amendment of this Standing 
~ e n  of a number of Qtherswhich follow, I have based my suggestioD8 
on the 'Parliamentary rules of practice. as they' are to be found in TIbart' • 
• Manual of Procedure of the House of· CommOD8.· I do not think' it is 
necessary to make any further explanatory remarkS about this Standing 

~ ~  SO., '" .' '  , 
!; - *' .  . 

Then Standing Order No. 80 (b) says: 
• If a Member desires to vary the terms of a motion of which he has given notice, he 

may do 80 by giving notice of the amem!ment to the Secretary in the manner pr8lCJ'ibed 
for the original notice. BJl.t if the lWlendec;l notice, materially departs from the terms 
of the notice origitUilly givdn, he will lese 'any precedence given to that notice. The 
amended ,notic,e mU,st be given at the latest during a "itting of the Boae preceding • 
..day, appomted for the motion.' .  ' 

",'This }s'practically, en o~ llb,ert'B 'R.ules . 
• 1,,) J '.' •. 

", Stancl:i,ng Order No. 80 (e) gives 'the right'of'postl)Qning a motion to s 
IatEil: day ,to'.& Member ~ s i en notice ofa motion. 

. n in~ ,Order No. ,80 (d): This, raises a question of practice with 

.regardt-o '~ ic  some explanation may be necessary. It relates to the 
question whether any seconding is, necessary. in respect of any motion. 
~  has been. the practice in the House of Commons to require a seconder 
it;isupport of every motion. :Uhas been. the practice in tnost Assemblies, 
,and,in fact, it ~ 1.' ~ ice which has been ~s  universally adopted. 
n may he said that ,it is not, neceBsaryto require a seconder, because you 
,may take.it for granted that there will be somebody or other speaking in 
,I:l'i,lpport of the motion. Now, my reasons for, suggesting that the Parlia-
mentarypractice should 'be maintaitled are these, that, if you insist upon 
this rule requiring a seconder, it may so happen' that there are some 
{:ropositions which do not find a seconder and which are therefore lost 
S6 much, therefore, is gained in the matter of time. If a motion is so 
absurd ~  it caDDot find 8 seconder, it will be lost without any more ado. 

, Then, there is another advantage. Very often, a man who proposes a 
motion may not be able to set forth all his reasons in favour of the motion, 
and, before 'he can finisb the full statement of his case, he may be re-
minded by the President that his time is up, But if, on the other hand, you 

40 require a seconder, the seconder may be able to complete what 
P.W. - has been left unsaid by the, proposer, whereas, if you do no. 

require any seconder, it is. very uncertain upon whom the President's eye 
"may fall and whether a person who intends to support the motion will be 
called upon to speak. It seems to me that, in this respect, it will be 
desirable to follow the Parliamentary practice which has been adopted in 
numerous other Legislative Assemblies and other bodies. 

Then, with rilgard to Standing Order 80 (ej, it is merely a proposal 
to vest distinct!y in the President the power to split up a proposition 
into two or three and to put them separately to the vote, 

Standing Order No. 80 (f):' 

• At any time after a question on a motion has been proposed, from the Chair and 
before the voices both of the Ayes and of the Noes, have been collected, the motion 
may, with the leave of the House, hut not otherwise, be withdrawn by the Member"",ho 
proposed it.' 
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It is more for the sake of completing t,be Standing Orders upon the 'subject 
and making an expl'ess statement of the practice that this suggestion has 
heen made, and it is also ba,sed npon the Parliamentary rule. ' 

Standing Order No. 80 (g):, 

• A motion of which due notice has heen given may, in the absence and at the re-
quest of the Member by whom notice was given, be made by another Member, but if 
not so made or if • Member announces his intention of withdrawing amotion standing 
in his name, the motion may be made by another Member and if not so made,' the 
motion shall drop.' 

This, I think, is a very important provision. At present, if a Member; 
who has given notice of a motion does not happen to be present at the 
~e  his motion drops; but the motion may be an important one, other 
Members may be interested in it and ,they might not have given notice 
of a similar motion for the simple reason that notice was given by another 
Member who secured priority in fbe ba1lot. It is therefore desirable that a 
motion, of which due notice has been given, should be made by another 
Member at the request of the Member by whom notice was given, but, if 
not so made, or if a Member announces' his intentiOn of withdrawing 
a mOtion standing in his name, the motion may be' made by another 
Member and, if not so made, it may be dropped. Supposing a Member who 
wants to make a motion does not milke, and another Member wishes to 
make it; it is desirable that he should be allowed to do so.' 

Tben I;ltanding Order No. SO (h) merely relates to the form in which a 
motion should be, made. . 

Standing Order No. 32 (I) is a consequential amendinent to the one 
which requires a seconder .. 

Standing Order No. 38: 

• After sub-clause (4), insert the followini as mb-cI&use (6) : 

• If an amendment is moved to a proposed amendMent, the last mentioned amend-
ment is dealt with as if it were the original question until all amendments of it have 
been disposed of'.' 

~is is merely ~ convenient statement of a rule whioh is, as a 'matter 
of fact, followed at present. 

• ,Sub·cllJlUt (6):. 

• Not more than one amendment shall be propOsed for consideration at the _. 
time'.' 

• Sub-cllJIUt ('1): .' , 
• If an amendment referred to is not intelligible without' a lubsequent amendment. 

or schedule, notice o~ the subsequent amendment ,or. schedule ought to ~e giyen before , 
the first amendment 18 moved so liB to make the series of amendments mteiligible as a 
whole'.' 

This again is based upon the Parliamerltary nile and it is self-explanatory. 

• Sub-cllJlU/l (8): 

• ':i.'he President has the power to select from concurrent amendments and to deter-
mine the pI&.ce in which an amendment ought to be moved'.' 

That again: is a power the President ('oUght to have and it is desirable to 
provide for it clearly. 

• S"b·cllJlUt (9): 

• Ali amendment moved' may lie wit.bdrawn on t.he request of ihe Member moving it 
lIefore the Pl'88ident. has collected the V(rices '." ' 
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There is nothing in the rules at present about the withdrawal of en ~ 
ments, and ~  is why the suggestion is made. 

Standing Order No. 37: 

• In cases where motion for leave to introduce a Bill is required by the Rules any 
:Member desiring to introduce a Bill should move for leave to do so. No amendment 
of the motion is permissible. The granting of leave to introduce the Bill shall not be 
deemed to commit tbeAssembly to any approval of the principle of the Bill.' 

It is desirable to make it clear. that the Assembly is not' committed ·to the 
pririciple of a Bill by merely granting leave to introduce it. 

Standing Order No. 37 (a): 

• Where leave to introduce a Bill has beeu granted or no leave is necessary under the 
rules, a :Member in charge of a Bill may introduce the Bill after giving 7 clear days" 
notice to the Secretary, provided that no BiB shaD be introduced until 15 clear. days' 
notice from the date of its publication or from the date on whIch copies of the Bill 
have been made available for the use of 'Members.' 

One complaint which I have had to make and which, I dare say, many 
other Members will be in a position to make, is the shortness of time that 
is often given to us in respect 'of Bills, and the object of this Standing 
Order is to secure sufficient time to Members to study and consider the 
Bills which are intended to be brought forward. 

lit ~ in  Order No. 38(1), I would suggest that the proviso should 
be omitted. That is a consequential amendment following upon what I 
have just referred to. 
Then, as regards Standing Order No. 39(il), I suggest-and this I regard 

as an important amendment-that at the end of Bub·clause (b), the following 
mould be inserted as sub·clause (c): 

• It shall not be necessary for a :Member moving a reference to a Select Committee 
to name the Members of the Committee in his motion, but when the Assembly hal 
agreed to refer the Bill to a Select Committee, a separate motion may be bronght for-
ward for the appointment of the Select Committee by the Assembly.' 

Upon this matter 'it has been ruled 'by our President that, at the time when 
a motion is made for the appointment of a Select Cotturiittee, the names 
of the Members should all be given. That has not been the practice in 
all our Legislative Assemblies; I know that in Madras, in the e is i ~ 

Council, under the old rules it was not necessary; the practice was first of 
all to make the motion to refer a subject to a Select Committee, and, ·after 
that motion is passed, to make a separate motion for the appointment of 
the Members of the Select Committee. But a contrary procedure has' 
·heen adopted here according to the ruling of the Chair; and I think it will 
be far more convenient to Members first of all to move for reference to " 
Select o ~ ee  and only if that motion is successful, it' should be 
necessary to make the other motion that sueh and such persons should. be-
appointed to constitute the Select Committee. 

Then, again, with regard to Standing Order No. 40, I propose: 

• At the 01 end of sub·clause (5), insert the following as sub·clause (6): . 

• Unless specially instructed by the Assembly to that effect it shall-not be co ~ 
patent to a Select Committee to introduce a new clause in a Bill or to introduce anT 
amendments which are not relevant to the subject-matter of the different clauses.' 

This raises, again, an important question which has been raised in on~ 
of the amendments suggested by Mr.. McCarthy; and it is this. if '811 
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Eill ill brought forward, is it or is it not competent to' i e' e ~c ~ 
mittee to go into matters not germane to the actual clauses of the Bill, 
but germane merely to the title and preamble of the Bill? Supposing, for 
instance, you bring in a Bill, say to amend the Code of Criminal Procedure 
or some o ~  Act, and tJ:tere are certam secti?ns which are o o~e~ to 
be amended m the draft Bill, and suppose cert81n chapters of the 'Crmunal 
Procedure Code are left out entirely in the Bill, is it open to you to' pro-
'rose other clauses, new clausell having nothing whatever. to do with the 
draft Bill, but relevant, ,to the Bill only in, ~ far as it is covered by the 
title? That is the important question at issue in. regard to this ma.tt,er. 
~ e President s_ted, at the time, that Mr. 'McCarthy's motion was 
brought, that the object of that motion was to' bring up the question for' 
consideration. That is also the object of my suggestion. It proposes an 
alternative rule to that suggestion which was ~e by Mr. McCarthy. 

Then I suggest that in Standing Order No. 41': 

• Between sub-clause8 (1) and (I) 'insert the fonowing : , 

, No business shall be transacted at any sitting.of the Selecit Committee unless .. 
majority of the Members of the Committee is present.' , 

!hen ~ suggest that in Standing Order 46 (I), • three clear days' should-
be substituted for' 'two clear days", because it; is really necessary to have 
a little more ~e for consi e ~ ion of these matters. ~ 

Then, in Standing Order No. 61, I propose to insert the following 88 
clause (e) ,:; , 

• Or he may postpone the decision to a later date subject to the ruleil for the pre-. 
cedence, of Resolutions.'. . ., . 

Standing ~e  61 proVides that a Member, in whose name 8 Resolution 
stands on the list of business, shall, when called on, do oertain things; h& 
D88 got certain courses open to him, he can either withdraw the ReB61ution 
or JIlove the Resolution; he has no option given to him to postpone the 
motion to a later date. This is meant to give him that option. 
I then propose to omit sub·clause (2) of the same Standing Order. 

I then propoSe, in Standing Order No. 62, to substitute the following' 
for the whole Standing Order: 

.  i The Ma'ver ~  a' Resolution, when movilJg the same, and the Member of the Goy., 
ernment to whose Department the Resolution relates may not ordinarily ~ for more, 
than' 30 JiJ.imites nor may any other Member speaking on the ReaolutuID. 'ordinarily' 
speak for more than 15 minutes, but the President may, in his discretion, extend the 
limits of time allowed.' , 

All the Standing Order stands at preSent, the President has very little 
discretion to extend the time in the case of a Mover or Seconder of a 
Resolution. , Standing Order No. 62 provides: 

, No speech on .. Resolution, except with the permission of the President, shall' 
exceed fifteen minutes in duration: Provided that the Mover of a Resolntion, when, 
moWnp: . the lame, and the Member of the Government to whose Department the 
Resoluuion relates, when speaking for the first time, may speak for ·thirty minutes.' 

Now, 88a matter of fact, we have found in practice th$t this limit of 
thirty minutes cannot be r.igidly adhered to; what length of time should 
be allowed to the Mover of a Resolution or to the Member of the Gov· 
ernment must necessarily depend upon the importance of the subject and 
the ground which' it has to cover, and it is impossible to lay down any 
rigid limit of time. _The best course to adopt, therefore, is to vest in the-
PreSident power to enlarge the time in ~  0888 of the Mover and the-
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Member for Government to beyond thirty minutes, aild in the 08se or 
Qther Members to beyond fifteen minutes. At present, 8S the Standing 
Order stands, the President h8s no discretion whatever to extend the time 
limit beyond thirty minutes. It is, therefore, desirable to make a provi-
sion clearly vesting the power in the President to extend the time limit .. 
There need be no fear that the discretion vested in the President will not 
be used in the best interests of the House. 

Then I come to Standing Order No. 64; that is: 

• After the word' moved' to insert the words • and' seconded'.· 

This is really coIl:sequenflal. 
Then I come' to Standing Orders Nos.' 67 and 69, both of which I-

believe are consequential. 

Then I ha:ve ~  in another amendment, namely:! 

• The Assembly may at any tiql,e, on motion made, snspend the operatiOn of any of 
the Standing Orders with regard "to any'particula.r matter before the Assembly during 
a particuIa.r sitting.' 

'Ihat, I think, is a very usefUl power to be conferred upon the Assembly. 
It may so happen that it is not possible to comply with all the Standing. 
oOrders. It is a power ,which has beencon e ~  upon Legislative Councils 
in other provinces, and! think 'it is a very usefUl power to ~es  in this, 
.. t\ssembly also. With these words, I beg to move for leave to ·amend the 
Legislative Assembly Standing Orders. 

JIr. President: The question is that leave lie given to amend the' 
Legislative Assembly StimdiJig' Orders in the folloWing manner:; 

Standing (hdef' N o. ~  

Omit a.ll the sentences 'except the' first and insert the following in their stead: 

• The question sha.ll be forthwith determined by voices or if necessary by III division. 
If the Assembly ,is in favour of leave being granted, the President sha.ll intimate-
that leave is granted and that the motion will be taken at 4 P.X. If the Assembly 
is not in favour of leave, being granted, the P,J."esident shall inform the Member' 
accordingly.' 

If the above, amendment is not accepted, omit the words • if objection is taken ' in 
tae second sentence of the Standing Order. 
After Standing Order No. 30 and before Standing Order No. 31, insert the following: 

Standing Of'def' N o. ~  

(a) • Save as otherwise provided in these orders every motion proposed in th., 
Assembly requires notice except in the following cases: 

(i) A motion for the adjournment of the, House or  of the debate. 

(ii) A motion for .a. purely verbal amendment of a proposition before the 
, Assembly. 
(iii) A, motion for an amendment rendered necessary by or consequential npon 

an amendment which has been already cprried. 

(iv) .A motion for an amendment that a Bill be referred or recoJlllloitted to •  ' 
Select Committee or circulated or re-circulated for the purpose of obtain-
ing an opinion thereon. ' 

(v) Cases where notice is ~s ense  with by the general concurrence of the-
Honse. • 

(b) • If a. Kembel-desires to v&rf ~ e tel'!Ds of a motion of which he has ~i  
notICe, 'he may do 80 by gIvmg notIce of the amendment to the 8ticretary-
in the manner prescribed for the original notice. But if the amedea 
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notice materially departs from the term. of the notice origiDally' sinD, 
he will lose any precedence given to that notice. The amended notice 
must be given at the latest during a sitting of the BoUIe preceding • ·07 
appointed for the motion.' 

Btmatling (htler No. 10. 

(e) • A Member may postpone to • later 07 a motion of which he baa riVeD 
notice; but cannot fix it for an earlier da7.' 

Btantliag (hiler No. 60. 

(tl) (i) • Every motion unleu it. ill of a merely formal character must be eeconded 
by another Member before it i. pnt from ~ i ' 

(ii) • Any Member may eecond a motion by .. yiug '-1 aecond the motion': and 
ma7 speak on the question during a BUbsaquent. period of the debate.' 

Btmatling (htler No. 80. 

(e) • When a motion has been made and, where necessiuy, seconded, the Prellident. 
shall state the ~es ion for the consideration of the Bouse. If a Jbotioa 
embodies two or more separate propositions, they may be propoaed b7. the 
President as separate propositions.' . 

Btmalling Order No. 80. 

-t/) -. At any time after a queetion on a motion has -been proposed from the Chair 
and before the voices, both of the Ayes and of t.he Noes, have been collected, 
the motion may, with the leave of the BoUIe but not otherwise, be with-
clrawn by the Member who proposed it.' • 

Btanding Order No. 60. 

(g) • A motion of whick -due notice has been JiveD may, in the absence and at 
the request of tht Member by whom notice was gIven, be made by another 
M,lhber, but if not 110 made or if a Member announces his intentiOn of 
withdrav.ing a motion standing in his name, the motion may be made b, 
another Member and ~ not so made the motion shan. drop.' - -

8tmading (hder No. "60. 

(A) • A question when proposed from the Chair may be amended: 
(a) by leaving out certain words in order to -insert other word., or 

(b) by leaving out certain words, or 

(e) by inserting or adding other worda.' 

Btanding (hiler No. :tI. 

(i) After the words • has spoken' in the first line, insert the words • and the 

motion has been seconded'. 

Btanding Order No. 88. 

After sub·clause (-I)" insert the followiug as BUb·clause (5) : 

• If an amendment is ,moved to a proposed amendment, the last mentioned amendment 
is dealt with as if it were the original question until all amendments of it have been 
~ ose  of.'-

8uboclau,e (6). 

• Not more than one amendment ehall be proposed for consideration at the _e 
time' 

Bub·cltltUe (7) . 

• If an amendment referred to is not intelligible without a subsequent amendment 
or schedule notice of the subsequent amendment or schedule ought to be given before 
-the first ar:.endment is moved 10 as to make the .erig of amendment. intelligible .. 
a whole.' 
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8uh·dalUe (8). 

." The President hail the power to select from concurrent amendments and to deter-
mine the place in which an amendment ought to be moved '. 

Suh-d/JU8/l (9) • 

.. Ariimitindment moved ma.y:. be withdrawn on the request of the Member moving 
it before the President has collected the voices.' 

•  . . Stmuling Order No. 67. 

Substitute the following for this Order: 
c 'In cases where motion for leave to introduce a Bill is reqUired by the rules any 

Kember desiring to introduce a Bill should move for leave to do so. No amen;L.;enl 
.of the motion is permissible. The granting of leave to introduce the Bill shall not be 
deemed to commit the Assembly to any approval of the principle of the Bill.' 

8ttD.tling Order No. 67 (a). 

C Where leave to introduce a Bill has been granted or no leave is nec:easary unier 
the rules, a. Member in charge of a Bill may introduce the Bill after i~ 7 clear days' 
.J1otice to the Secretary provided that no Bill shall be introduced until 15 clear days' 
.Dotice from the date of its publication or from the date on which copies of the Bill 
Jlave. been made available for the use of. Members.' .  -

8tantliflg Order No. 88 (i). 

Omit the proviso. 

Standing Order No. 89 (ii) • 

. ~  the end of iIUb-c1ause (6), insert the following as' BUb-clauae (e): 

.C It shall not be necessary for a Member moving a reference to a Selecl. Committee 
to name the Members of the Committee in his motion, but when the Assembly 
has agreed to refer the Bill to II Select Committee, a se ~ motion ~ _ be 
brought forward for the "I'JIOintment of the Select Committee by the AaaembIJ. ' . 

. Standing OTder No. -10 •. 

. .At the end of sub-clause (5), insert the following as s b ~ se (6) ': . 

.• Unless specially instructed by tqe'Assembly to that effect it shall not be competent 
to a Select Committee to introduce a new clause in a Bill or to introduce any 
amendments which are not relevant to the subject matter of the different 
clauses.' . 

Standing Ordel No, 41. 

Between sub-clause (i) and (e) insert the following: 

• No business shall be' tranncted at any flitting of the Select Committee __ a 
majority of the Members of the Committee is present.' 

Standing Order No. -#6 (1). 

b ~i e • tlveeclear. days' for • two clear dAys." 

Standing Order No. 61. 

Insert the following. as c ~ e (e): . .... 

~ Or he ~ postpone the decision to a later date subject to the rules for the pre. 
ce~ce of Resolutions,' 
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Omit.. 
Svb-clawe (3)_ 

Standing Orikr No. II. 

Subst.itute the fo1lowing for the whole Btauding Ordw: 

• The Mover of a Resolution when moYiDg t.he same and t.he Member of the Goy-
ernm.eut to whoee Department. the Resolution re1at.es may not ordinarily speak 
for more than 30 minutes nor may any other :Member speaking on the ReSolution 
ordinarily speak for more than 15 minut.es, but. the President may in his dis-
cretion extend the limits of time allowed.' . 

Standing Orikr No. G4. 

After the word • moved ' insert the words • and seconded.' 

Standing Order No. 61. 

Stading. Orfk". No. G9. 
Omit. 

The Assembly may at any time on motion made suspend the operation of any af 
tie Standing Orders with regud to any particular matter before the A.uembly during 
• particular sitting.' 

The motion was adopted . 

• P. S. SivuwamJ A1yer: Sir, I beg to move that the proposed 
_endments be referred to a Select Committee_ 
lIr. President: Does the Honourable Member mean the Select Com-

mittee which has already been 31'POinted to eonsider the Standing Orders 
C'A. this Assembly? 

Sir P. S. Si'fUWUlJ Ai,.: I have no objection. 
~  3 ••• KaklmJee (Calcutta Suburbs: Non-Muhammadan Urban): 

As the matter is now going to be referred to the Select Committee-
!lind B1I it has been ruled that -in such & case the principle of the 
matter about to be so referred should be taken as accepted by t;he 

_ ASsembly, I should like to have a ruling as to whether, 80 far as the present 
motion is concerned. the Select ('JOmmittee will be precluded from oonaiw 
dering questions of principle involved in this matter. 

Mr. Preal4ent: I gave a definite ruling on the last occasion that, when 
1ib& proposed . amendments of the Starding Orders are-sent to the. Select 
Committee by order of the Assembly, t.hs Aasembly is not committed to the 
principle involved in each amendment. 
The motion was adopted. 

THE POLICE (INCITEMENT TO DISAFFECTION) BILL. 
!'he BODOurable Sir W'Uliam Vblcaut (Home Member) ~ Sir, I move 

for leave to introduee: 
4 A Bill. to provide a penalty for' spreaGiDg diaaffdion amoug \be police and for 
n~ e  offences. ~ 

Sir. as this is only the first re&ding I)f the BilI,-I am only applying for 
leave to introduce it-I shall not detain the Assembly for any length of 
twe. Further opportunity will be afforded to t.he Assembly of discussing 
tbe principles of the Bill at a later date, and I wish to treat this motion more 
Gl' less, if I may, as a formal one. The position shortly is this. In 1920, 
when the non-eo-operation movemen1l was inaugurated, the programme' 
Gf· that movement included in its IBt£'r stage attempts to get at the .Army 
.m \he police. We addressed Local Governments, pointing o ~ ~ ih • 

• 
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laws as regards attempts to seduce soldiers from their dut.y was fairly com-
plete, but that, as regards the pol;ce, it was apparently deficient, and 
we inquired whether it was thought that any amendment of the law was 
I'ecessary. We had, of course, considered section 29 of the Polioe Act, at 
. the i~  Nearly all Local o e n ~ s indicated that legislation was or 
would be necessary though organised E,tiempts on the police were not then 
'very prevalent. The mere publication of the intention of the non-co-operation 
movement to attack the police indicated a dangerous desire to create a 
spirit of disaffection among the police. Since then, attempts to create 
disaffection have become much more common and systematic, and leaflets 
have been issued, directly instigating the police to abstain from their duty. 
Our police are, as every one knows at present, subjected to constant 'harass-
ment in the way of boycott and intimidation, but that is another matter. 
This Bill deals with attempts on their loyalty, which have, I regret to say, 
to a small extent affected their morale. I do not, however, want to 
depreciate the great service that the rolice has done or to give colour to 
any idea that the police as a whole are not loyal, because, that would be a 
most unjust accusation. They have rerformed the most trying duties--
very difficult and dangerous duties--;"jth great steadfastness and loyalty. 
I do l)ot think that Members of this A&sembly are aware of all they have 
fluffered. They are. always made aware if the police do anything wrong., 
In point of 4ct, many of them have been murdered and many h,aye.suffered' 
grievous hurt for the performance of their duties. I do not want to enter 
into a discussion of that question now. . I hope I will have an opportunity 
of doing so on a future occasion. Having received the opinions of Local 
Governments, and having regard to the incitements now'constantly made 
on: the police, we e~e ine  the position and as a result we' now propose 
t·) introduce this Bill, modelled almost verbatim on an English Act dealing 
with the same point. It is not an old English Act, but an Act passed 
in the year 1919. As I say, I hope tL.at I shall have a further opportunity, 
<>f discussing in greater detail, with the Members of this . Assembly , the 
principles of this Bill, but I hope that what I have said now. will be suffi-. 
cient at any rate to justify the Assembly in giving me leave to introduce the 
Bill. _ 

~ en '  The question is thn.i leave be given to introduce a Bill 
to provide 'Q penalty for. spreading disaffection among the police and fOJ; 
]rindred offences. 

The motion was adopted. 

"!'he Honourable Sir Wi11laI!:l Vincent: 'Sir, I introduce the B.ill. 

THE CIVIL PROCEDURE (AMENDMENT) BILL: 

The Honourable Sir William. Vincent: (Home Member): Sir, I now move 
for leave. to introduce: - • ' .' , 

, " 

'A BiD: !urther to amend ~e Provincial BIJ!-&ll Cause Courts Act, 1887, and the 
Code of ~  Procedure, 1908, lD <?rder ~ prOVide for ~ ~  o.f coat.s, by way of 
damages m respect of falee or '!exatlouB' clalDlll or defences lD CIVIl, sUlta or ~ in s  

I think the House must be really tired of this Bill which has been before 
it three times already_ In ~  I con,templated making a motion for further 
considering the 'Bill as then introducEld and subsequently postponed thllot'in' 
order to sUbmit the pnnciples of the measure to examinationhy a -verf 
iLfluential Committee consisting of the Law Member, Mr. Lloyd; MunShi: 
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Iswar Saran, Rai Bahadur Pandit Jawaharlal Bhargava, Mr. Samlitth, Mr. 
Kam.at, Mr. Price, Mr. Krishnaswamy Roo, Mr. H8IllID.ond, Mr. Mitter, 
Mr. Moncrieff Smith and myself. . 

'Well, Sir, the Members of that Committee did consider that Bill at great 
length. I flhought Dr. Gour was a Member of the Committee, but I do not 
see his name down. We made certain proposals to the Government, which 
were accepted and the present Bill gives effect to these proposals, the 
details of which will be considered at a later date. I do not think I need 
for a third time explain the objects of the measure. They are 'already 
E:xplained in the Statement of Objects and Reasons. 

The motion was adopted. . 

The Honourable Sir WWiam Vincent: I introduce the Bill. 

THE INDIAN EMIGRATION BILL. 

Mr. 'J. Hullah (Revenue Secretary): I move, Sir: 

• That the . Report of the Select Committee on the Bill to amend the law relating to 
emigration be taken into consideration.' 

The Select Committee-has made no important change of substance and 
has not attempted or suggested any change of principle, I have only to 
draw attention to their remarks in dealing with clause 24, that is to say, 
the rule-making clause. They say: 

• At the same time we think we are not' exceeding our functions in placing on record 
our opinion that on the passing of this Bill a Standing Committee should be consti-
'uteci which would be consulted by the Governor General in Council before the issue 
of any rule under this clause.' 

I have to announce that the Government -9f India accept this recom-
mendation to constitute a permanent Standing Committee for Emigration; 
in fact, it is in accordance with their own intentions from the time when 
it was first decided to amend our emigration law. The Committee, of 
course, will deal not only with the drafting of rules under the Bill, but 
will be used to assist us in all important questions of emigration policy. 

ltao Bahadur '1'. Bangachariar (Madras City: Non-Muhammadan 
Urban): I do not know if you intend to proceed with this Bill altogether' 
to-day, after the long labour we bad to-day. It is a very nnportant Bill and 
I do not know if you consider it advisable tbat we should go on with it to-day. 

][r. President: I am prepared to hear opinions on tbat subject, but 
a variety· of ci c s n~es has brought it about tha.t we shall probably 
lose two days next week, . and it seems to me to be desirable that we should 
make such progress with this Bill 8S we can to-day. I am entirely in the 
hands of the House. 

:r4UD8hi Iawar Saran (Cities of the United Provinces: Non-Muham-
madan Urban): I agree with my Honourable friend, Mr. Rangachariar, 
that, having regard to the nature of this Bill, it is necessary that 
it should not be taken up at this late hour and at the fag end of the day 
when it is 25 minutes past 4, and I therefore join with him in the request 
that this Bill may not be taken up to-day. 

The Honourable ][r. B.lI. Sarma (Revenue and Agriculture Member): 
ne Government has no objection to its being taken up on the )lext ~ ici  

da,. ,We are entirely in the hands of the House. 
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1Ir. I'reslden\: I have no objection to rising. now. The condition cJI 
the programme is, however, such that we cannot afford to lose any time, 
80 that if any grievance arises hereafter in view of late sittings or other 
inconvenience to which the House may be put, the House is my witness 
that Members themselves are responsible for it. I understand that the 
Governinent has no objection to this Bill being postponed to the next day 
to which official busineBB is allotted. . 

Before the House adjourns I have to inform the House that I &wfe 
received an important communication, signed by a large number of Mem-
bers of the House that, as February the 2nd is the occasion of an 
important Hindu festival, it would be inconvenient, not to use a stronger 
word, for many Members to be present on that occasion, and, therefore, 
I find it desirable to cancel the meeting on Thursday, the 2nd, which is 
a day usually  allotted, as Members are aware, to the transaction of non-
official business. An attempt will be made to regain the day thUIL lost, 
but I cannot exactly say how that will be done at this moment. 

The Assembly then adjourned till Eleven of the Clock on Tueada, ~ 
the 31st January, 1922. 

• 
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