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LEGISLATIVE ASSEMBLY,
Saturday, 28th January, 1922.

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

THE DELHI UNIVERSITY BILL.

Mr. H. Sharp (Education Secretary): Sir, I beg to move:

" * That the following seven Members of the Legislative Assembly be nominated to
serve on the Joint Committee to consider and report om the Bill to establish and in-
eorporate a unitary teaching and residential University at Delhi, namely :

Mr. Khagendra Nath Mitra,

Mr. J. P. Cotelingam,

Dr. Sir Deva Prasad Sarvadhikary,
Maulvi Abul Kasem,

Dr. H. 8. Gour,

Mr. 8. C. Shahani, and myself.’

The motion was adopted.

THE INDIAN INCOME-TAX BILL.*

Lala Girdharilal Agarwala (Agra Division: Non-Muhammadarn 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
vear. Sir, I have consulted the English law on the subject and I find
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 (I) 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
submit that the amendment which I move is a just and proper one, and
I commend it to the acceptance of this Honourable House.

Mr. G. G. 8im (Joint Secretary: Finance): Sir, one of the principal
changes introduced in this Bill—and it is a charige that has been demanded
by sall 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
(1991) A
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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 which
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’s amond.
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.¢., 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.” 1%
is therefore only in cases where this book profits system is the method
adopted for maintaining the accounts of a business that bad debts can
occur. 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. This 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
by the Joint Select Committee, and both rejected it. I see no reason for:
differing from the conclusion at which they have arrived. I oppose the
smendment.

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

“To sub-clause (I) 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 motion was negatived.



THE INDIAN INCOME-TAX BILL. 1993

Bhai Man Singh (East Punjab: Sikh): Sir, the amendment which I
have to move is as follows: - . '

‘In clause 10, sub-clause (£) (iii) omit the words ‘ where the payment of interest
thereon is not in anyway dependent on the earning of profits.’

Sub-clause (2) runs:
“ Such profits or gains shall be computed after making the following allowances ’.
and' sub-clause (##) within' that says:

‘ in respect 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
borrows money and has to pay interest on it, then out of the profits that
accrue to him 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 cannot understand why, if there is a condition in the
following way, ‘I will pay you (the money-lender) interest at such and
such a rate if any profits accrue to me, or at a lower rate if no profits ac-
crue, why in s 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
ccreditor. 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 firm. But, the mere fact that
interest is made dependent on the accrual of profits does not make the
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 ‘be
called a partner. A man who does not take any responsibility for the loss
and who simply 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. Suppdsing there is a sort of condition
between the debtor and the creditor that ‘ if profits go above 20 per cent.
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.
8o, in no sense can we say there exists any real partnership between the
debtor and 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 & partnership, that is quite sepa.ratelg provided for. Our income-
tax officer can 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 s partnmership, I cannot understand on what
piinciple we can say that we shall not allow this interest. Supposing a

A2
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[Bhai Man Singh.] ‘
man has got a friepd 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 say, ‘ No, in this case we shall not allow
this interest to be deducted out of those profits.” KExcuse me, Sir, when
1 say bluntly that, in spite of thinking over and over again on this point,
I have not been able to understand the rationale of this provision. With
%ese remarks I recommend this amendment to the acceptance of the

ouse.

Mr. @G. @. Sim: Sir, the reason why these particular words were inserted
in the present Act and have been retained in the present Bill is simply in
srder 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
ils profits the interest on any money that it borrows from 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
chareholders or owners of the company, the company is taxed upon the
profits accruing on that money. If these words were removed, it would
te 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
apply 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
they 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
i1s obvious. I oppose the amendment.

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

“In clanse 10, sub-clause (2) (iii), omit the words ‘ where the payment of interest
thereon is not in any way dependent on the earming of profits .

The motion was negatived.

Rao Bahadur T. Rangachariar (Madras City: Non-Muhammadan
Trban): The amendment that I have to move is:

“To sub-clanse (2) (iii) of clause 10, add the following: ‘Ezplanation :—Recur-
ring subscriptions paid geriodically'hy shareholders or subscribers in a Mutual Benefit
Society, shall be deemed to be ‘capital borrowed ' within the meaning of this clanse.’

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
sbare capital is not excluded for the purpose of income-tax. We have got
in Madras a number of societies called Mutual Benefit Societies or Pro-
vident Funds in which poor people combine in order to put their savings.
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The way in which they do it is this. Each man pays one rupee a month
and at that rate pays for 76 or 84 months as the rules of the society may
provide, and, at the end of that period, they get paid in a lump sum of
Re. 100 or 101 or 102, as the case may be.

It is a more or less co-operative concern and the money so subseribed
ie 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 Madrds do not allow any deduction
for the interest which is payable on these subscriptions by individual mem-
kers. The rules provide for the calculation of interest on this one rupee
subscription which he pays monthly at the rate of 61 per cent. or 7 per cent.
Each year it accumulates in that way. The Rs. 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
Ks. 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 each month
some 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. 8o every month some
subseriptions will mature and therefore each month they have to provide
gsome money in order to pay these subscribers—the interest paid on these
subseribed amounts or what is called the guaranteed interest is pruvided
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 & company and therefore they do not allow it.
I think, 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
borrowed capital. They should also be 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 conmderably 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
does 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 amongst
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 commend
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
has 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 Hailey (Finance Member): Would you
allow me, mth your permission, to ask purely for our information whether
the term ‘ Mutual Benefit Society ' is defined in any Act. Perhaps the
Honourable Mover will kindly let us know thab.
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Rao Bahadur T. Rangachariar: If it is not defined we will dufine it
* 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. Sim: I have seen the rules of some of the asscciations,
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
confused regarding 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
vshen 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 provision to be specifically made for these peculiar
gocieties, 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
Rill a provision that the money paid by share-holders shall be deemed
i 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 peculiar 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
which 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 assessment of income-tax. I hope the Honourable
Member will, therefdre, see his way to withdraw this particular amendment.

Rao Bahadur C. S. Subrahmanayam (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 sre institutions well kmown 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 Mauras
Presidency, 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 of them so long as 40 years ago—they no doubt used words and
_phrases which were not really applicable to the business they were doing.
They calle‘d thelf subscribers, ‘ shareholders;’ they called the periodical
tayments ‘ calls.” But we know that a shareholder in a Joint Stock Com-
pany never gets back his money from the Company, unless it goes into
liquidation and then only from the hands of the liquidator. In these con-
cerns the shareholders, so called, are not really shareholders; they are
suhscripers paying a subscription month by month: one rupee is ordivari-
ly the amount whigh each shareholder pays. He continues those pay-
ments for 45 months, or 27 or 80 or 90 months, and then, at the end of
that period, whatever it may be, he receives his money back, plus an in-
terest calculated at a certain rate—six per cent. generally. That is, he
gets his money plus 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
shareholders, of a payment of six per cent. It, therefore, happens that
people of small means are almost always the members of such institutions.
Two things attract them; the first is the facility with which they can get
back their money at the end-of these short periods. We all know, so far as
Indians are concerned at least, that people are loath to put money into
Jommt Stock concerns, because they cannot get back their capital. Even
Government securities are faced with the same difficulty. A great many
people say that they will not put their money into it because they eannot
get it back. But these institutions give facilities for getting back one’s
capitul 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
Aor borrowing. They can borrow an amount to the extent of their outlay,
whenever they require it. These concerns are therefore practically co-
cperative concerns without the intervention of Government.

In the Madras Presidency every district, every tehsil station, has got a
concern like this. Their names vary in different places; in one place it may
be calied a Hindu Mutual Benefit Fund; in another place it will be known
as 8 Hindu Permanent Fund. Of course they are all names which have
no particular meaning. Some of them are high-sounding; but there is no
gued 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 phraseologr of Joint Stock
Companies, they are in fact not Joint Stock Companies in the sense in
which we understand them. The men who put their money into these
;concerns get back their money in s short time; no shareholder in a Joint
Stock Company gets back his money directly from the Company. These
institutions are very well known to everyone in Madras, officials and non-
officiais, and there will be absolutely no difficulty in_differentiating tuem,
though registered under the Companies Act, from Joint Stock Companies.
Ther. fore the -Honourable Mr. Sim's objection that they call themselves
by certain names and those words and phrases bring them under the Com-
pavies Act, and that it will be a very difficult matter to diseriminate
between them and other eoncerns registered under the Companies Act, has
no force. Any Madras official would be able to tell you that one of these
institutions is not a Joint Stock Compeny in the sense in which we under-
stand the term. These are concerns in which there is reslly no capital.
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Money is put in by the subscribers and it is-taken back after a short period.
There is a further point; they are all small concerns; their working expenses
arc small and their earnings are small. If you tax them just like Joint
Stock 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 ihink there will be no hardship in accepting it, and 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
printed 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-
tior of the difficulties of these institutions. As he understands them, it
cannot be very hard for him to find a solution for this difficult matter.

The Honourable Sir Malcolm 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 mnot 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 definition 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
Societies’ at all. In a large number of cases they are called, to use the
Henourable 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 operations of these particular
Bocieties; in fact, a member of a Club might be inclined to claim that a
Club also 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
these Societies have some claim to protection, we yet desire to examine
their case more fully. We desire also that these Societies should have a
chunee 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-
ticp 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 difficult
of interpretation. I have been twitted with not being a lawyer. 1 am
not ashamed of not being a lawyer. 1 have other functions, but I kmow
sufficiently 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 trouble than
the framers of an amendment calculate. 1 would further, say, Sir, that
it ie inadvisable for this Assembly to put on its Statute Book an explana-
tior so worded that it would seem to have the curious effect of making
money paid by a subscriber or shareholder actually  capital borrowed;
obviously it canmot be ° capital borrowed.” Indeed, it reminds me of &
go-d deal of the laudsble efforts of certain officers, made in the interest
of sport, to bring such animals as elephants and leopards within the opera-
tior of the Wild Birds Protection Act. :
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Sir P. 8. Sivaswamy Aiyer (Tanjore cum Trichinopoly: Non-Muham-
madan Rural): May I suggest a solution, Sir, out of the difficulty pointed
out by the Honourable the Finance Member, which I fully appreciste.
Bupposing you add the words ‘ as defined by rules made under this Act *
mft.er 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 Malcolm Hailey: 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.

Rao Bahadur T. Rangachariar: I am sorry the Honourable the Fin-
aiice Member would not accept the proposal, even as amended by Sir
Sivaswamy Aiyer. We know the Government of India have ample power.
We know also how, in income-tax cases, they exercise their power. Un-
leie we have some such explanation, it is at least likely that this power
wild be exercised. We know how income-tax officers are heartless. To
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
Bivaswamy Aiyer meets all the objections raised. It is open to JGo-.ern-
ment to define a Mutual Benefit Society, and I do not see why there
should be any objection. I therefore press my amendment (as amended
by Sir Sivaswamy Aiyer).

Mr, President: Am I to understand that the Honourable Member
m.oved these words as an addition to Mr. Rangachariar’s amendment?

Sir P. S. Sivaswamy Aiyer: The amendment is to add the words
‘ as defined by rules made under this Act ’.after the words ‘* Mutual Benefit
Bociety.’ '

Mr, President: Amendment moved:

* To sub-clause (2) (iii) of clause 10, add the following : ¢ Explanation :—Recurring
subscriptions paid iodically by shareholders or subscribers in a Mutual Benefit
Bociety, as defined E;rrulu made under thizs Act, shall be deemed to be ‘ capital bor-
rowed ’ within the meaning of this clause.’

The question is that that amendment be made.
The Assembly then divided as follows:

AYES—36.

Abdul Majid, Bhaikh.
Agarwala, Lala G. L.
Ahmed, Mr. K.

Aiyer, Sir P. 8. Sivaswamy.
Asjad-ul-lah, Maulvi Miyan.
'Bagde, Mr. K. G.

Bajpai, Mr. 8. P.

Barua, Mr. D. C.
Bhargava, Pandit J. L.
Chardhari, Mr. J.

Faiyaz Khan, SMr M.

Gour, Dr,

Habiballah, Mr. Muhammad.

Jatkar, Mr. B. H. R.
Jejeebhoy, Bir Jamsetjee.
Mahadeo i’rmd. Munshi.
Mean Singh, Bhai.

Misra, Mr. P. L.

Mudaliar, Mr. S.
Muhammad Hussain, Mr. T.
Mukherjee, Mr. J. N.

Nag, Mr. G. C.

Nand Lal, Dr.

Neogy, Mr. K. C.

Pyari Lal, Mr.
Rangachariar, Mr, T.

Rao, Mr. C. Krishnaswami
Reddi, Mr. M. K.

Samarth, Mr. N. M.
Sarvadhikary, Sir Deva Prasad.
Sinha, Babu L. P.

Sinha, Bechar Raghubir.
Subrahmanayam, Mr. C. 8.
Thackersey, Sir Vithaldas D.
Ujagar Singh, Baba Bedi.
Wajihuddin, Haji.
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NOES—29.
Bradley-Birt, Mr. F. B. Manmohandas Ramji, Mr.
Bray, Mr. Denys. Maung Maung Si
Bryant, Mr. J. F. McCarthy, Mr. F.
Carter, Sir Frank. Mitter, Mr. K. N.
Chatterjee, Mr. A. C. Nabi Hadi, Mr. 8. M.
Crookshank, Sir Sydney. Percival, Mr. P. E. s
Dentith, Mr. A. W. Renouf, Mr. W. C.
Fell, Sir Godfrey. Sarfaraz Hussain Khan, Mr,
Gidney, Lieutenant-Colonel H. A. J. Sharp, Mr. H.
Ginwala, Mr. P. P. Sim, Mr. G. G.
Hailey, the Honourable Sir Malcolm. Spence, Mr. R. A. .
Hullah, Mr. J. Vincent, the Honourable Sir William.
Innes, the Honourable Mr. C. A. ‘Waghorn, Colonel W. D.
Iswar Saran, Munshi. Way, Mr. T. A. H.
Keith, Mr. W. J.

The motion was adopted. -

Sire Vithaldas D. Thackersey (Bombay Millowners’ Association :
Indian Commerce): Sir, I beg to move:

‘In sub-clause (2) (fv) of clause 10, after the words ' for the purposes of the busi-
mess,’ insert the following words :

‘And’ in respect of insurance against loss of profits and fixed charges by suck
damage or destruction ’. )

8ir, 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
sgainst 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 Commitiee,
they say: |

‘ We do not consider it advisable to insert any tprovision in the Bill allowing, as a
business deduction, insurance against the loss of profit. Departmental instructions
should, 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 Aect, 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 in-
surance 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 1 am assured that Gov-
ernment will issue the necessary instructions, I will not press this amend-

ment.

Mr. @. @. 8im: Sir, I can assure the Honourable Member that depart-
mental instructions will be issued in the exact words used by the Joint
Belect Committee.
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I might 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
of 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, withdrawn.

8ir Vithaldas D. Thackersey: Sir, I beg to move:

* After sub-clause (2) (iv) of clause 10, insert the following:

‘ (v) In respect of contributions made by a company, firm or corporation to a regu-
darly constituted provident fund for the benefit of 'its employés and the interest
allowed thereon . -

I think the House will agree with me that, when a company or corporaticn
sets aside a special fund for the benefit of its employees by way of a provi-
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 apinion about that, and I hope. Government
will accept this amendment.

Mr. G. @. Sim: Sir, the difficulty about accepting this particular
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. 1
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 prwltve 51:
dent funds of companies and firms. We consider, however, that the practice uld
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’'.

I 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-
ourable Member.

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

Bir Vithaldas D. Thackersey: I am satisfied that the necessary instruc-
tions will be issued, and I beg to withdraw mvy amendment.

The amendment was, by leave of the Assembly, withdrawn.
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Lala @irdharilal Agarwala: Sir, the amendment which stands in my
12 Noox. name runs as follows:

* In sub-clause (2) of clanse 10, insert the following : ‘ (vii) In respect of amounts
transferred to a reserve for the purpose of internal insurance and sums paid towards
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 améndment 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: Muhammadan
Urban): Sir, I beg to move:

¢ After clause 10 (2) (vi), insert the following :

¢ {vii) In respect of Zakat or Dharmada not exceeding 24 per cent. of Business
property (house property of all kinds excluded) actually paid or transferred
to such funds during the year.’

And re-number (vii), (vit#i) and (iz) as (viii), (iz), and (z), respectively.’

I want that an sallowance should be made in respect of Zakat and
Pharmada 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 2% per cent. and for Dharmada on Hindus,
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 for.

The Honourable Sir Malcolm Hailey: Before we proceed to discuss this
amendment, may I, with your permission, ask the Honourable Member
what meaning he attaches to the words ‘ business property ?’

Haji Wajih-ud-Din: Working capital of the business.

The Honourable Sir Malcolm Hailey: Might I ask him to define it in
some term used in the Act itself?

Haji Waii.h-ud-Diil: Working capital of the business will do, T supouse.
These are the terms 1 suggest.

The Honourable Sir Malcolm Hailey: Sir, I am afraid that neither of
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 actuall
proposes to make it from what he described as the working capital, is stiﬁ
very doubtful. -

Haji Wajih-ud-Din: I want it taken from the capital, Sir.
The Honourable Sir Malcolm Hailey: In that case, Sir, T submit that

the amendment falls to the ground, as we do not tax capital at all. We
tax, of course, profits and gains.



THE INDIAN INOOME-TAX BILL. 2008

Haji Wajih-ud-Din: Yes, I want it deducted from the profits at the
rate of 2} per cent.

The Honourable Sir Malcolm Hailey: I now understand that he wishes
ta deduct up to 24 per cent. from the profits.

Haji Wajih-ud-Din: Not from the profits but from the capital.

The Honourable Sir Malcolm Hailey: I now understand that the
Honourable Member wishes to deduct 24 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
the utmost doubt as to its interpretation—a doubt which I am sure is
shared by the House,—I would point out .that what we gset out to tax is
the profits or income of a person, and we deduct from it such sums as are
necessary to earn those profits or that income. If expenditure is incurred
by him of a purely optional nature, it is clear that we cannot allow a deduec-
tion on that account so long as we adhere to the principle of deducting
only those expenses which are necessary to earn his income. Now, Sir,
it is no doubt highly laudable to agree to pay 2} per cent. as Zakat or
Dhgrmada; 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 religious nature.
That I again admit; but there are a large number of religious obligations
which have to be undertaken by people which it would be quite impossible
for us to except from taxation under a general provision of the Act. I
therefore, Sir, oppose this amendment. ' .

Dr. Nand 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 as it is optional
in regard to this item. The Honourable the Finance Member’s argument
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 differ, in one respecf
from the author of the amendment. The amendment as he has wcrded it,
seems to be very vague. If he accepts the amendment in the forn | am
going to suggest, then I am quite prepared to support the main principle
underlying his original amendment, and I shall give answers to any other
arguments that may be advanced by the Honourable the Finance Member.
The amendment, as I propose it, will stand as follows:

. ‘In respect of Zakat or Dharmada not éxceeding 2} per cent. of the total taxable
income.’

8ir, in this country, called 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 ~harity.
This very idea is morally very beneficial and makes him apply his mind
and 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 expepses
which will be incurred in producing profits. On these grounds, I very
regpectfully submit, that the amendment, which I have proposed, will be
acceptable to the whole House, and I hope that there will be no dissentient
voice. :
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Mr. President: Amendment moved:

“ To delete the words from ‘ business propert.y....!..“" down to the end of the brackets
and to insert the words * total taxable income’ instead.’

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

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

Mr. President: Does the Honourable Member want a division ;m the
amendment to his own amendment? The amendment I have just put to

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 (2) (vi), insert the following :

‘ (vii) In respect of Zakat or Dharmada not exceeding 2} Iper cent. of business
property (house property of all kinds excluded) actually paid or transferred
to such funds during the year ’. N .

And re-number (vii), (viit) and (iz) as (viif), (iz), and (z), respect-ively:.’- .
~ The motion was negatived.

Rao Bahadur T. Rangachariar: Sir, on the principle accepted 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 alow any
deduction for loss in regard to any one 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
—1T think it is—to be carried over from year to year for succeeding years,
so 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
1 propose the abolition of this proviso. 1 move, therefore,

‘bTo omit proviso (b) to sub-clause (2) (vi) of clause 10 and re-number proviso (cf
as ().’

Mr. Manmohandas 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 i%
gas depreciated from time to time—there is waste going on and it reduces
the earning capacity of the thing; and therefore this depreciation is allowed
go that, after a number of years, it can be replaced and the profits kept
regularly going on. That being the object, it is in the interests of the
‘Government 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 losses to be carried
forward, this thing also should not be allowed; but losses are a different



THE INDIAN INCOME-TAX BILL. 2005

thing; and depreciation being a different thing altogether. I think it is
right that it should be allowed.

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

¢ Omft proviso () to sub-clause (2) (vi) of clause 10 and re-number pmiso (¢) as.
(8).

The motion was negatived.

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

Mr. President: The question is that clause 12 do stand part of the Bill.

Rao Bahadur T. Rangachariar: In regard to clause 12, Sir, T am 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, so 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 uf
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 much ’; but some such provision is needed. I do not
know whether the @overnment will consider this point and provide for tha-
needs of this class.

The Honourable Sir Malcolm Hailey: I am astonished, Sir, a{tir what
the Honourable Mr. Rangachariar said with regard to a previous amend-
ment of his own, that he should ask Government to take into consideration:
any suggestion for mitigating the provisions of the Act. He was of opinion
that the income-tax authorities were so hard that it was quite useless put-
ting before them any case . . . .

Rao Bahadur T. Rangachariar : I did not ‘mean the Hiururable
Member though.

The Honourable Sir Malcolm Hailey: It was I, however, who wculd
have had to consider the case of the Mutual Benefit Funds, not &
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 Government 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 to_gmake in the case of any Member of this.
House who does not happen faﬁlcmg to a joint Hindu family.

Clauses 12, 13, and 14 were added to the Bill.

Mr. President: The question is that clause 15, as amended Dy the
Joint Committee, do stand part of the Bill.

Rao Bahadur T. Rangachariar: 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 i# ‘ adult male member,” thereby they make no provision for
insuring the lives of infant members of a joint family, and I do not see
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why, if you are going to allow for insurances of adult male members of &
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-
ity, 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
ot 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 property
as much as the adult male members. They are 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).

Mr. @. @. 8im: Bir, 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
referred, in the course of discussion on another amendment, to the provision
made for the exemption of sums spent on insurance premia. This parti-
cular exemption has always been strictly limited. 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 always 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 why 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 exampls,
for the education of children; and a proposal was put forward, when the
Act of 1918 was under discussion for the exemption of such insurance
premia. 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 conferring upon the Hindu undivided
family a concession more liberal than is given to the ordinary assessee.
"The ordinary assessee is, as I have said, allowed, undgr 15 (1), a deduction
-only in respect of a premium on an insurance on his own life 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
the 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 c_)bjection to the proposal
put forward by the Honourable Member, that tl;ls concession, in favour
.of insurance on the life of children, should be given only in the case of
children who are born in a Hindu undivided family. I oppose the amend-
‘ment.

Dr. Nand Lal: Sir, it stands to reason that this amendment sbéuld be
:accepted unanimously. If a minor has got a business and the profit of that
husiness 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 profit from it, that profit
is assessable to taxation, but the money, which is spent on insurance which
will, to a certain extent, help the maintenance of his wife or will be of
some benefit to other members of the family, should not be deducted from
that g.mou_x_zt which is assessable to income-tax. I may very respectfully
submit that there does not seem to be any reason in this opposition. If
the joint Hindu family is considered to be a unit, and the eafnings of all
members of the family go to the common hotch-pot and if that income is
asgegsable, I think it is very necessary that the money which is spent for the
benefit of the family should be deducted. ~For these reasons, I very res:
pectfully ‘submit that the amendment which commends itself, should re-
ceive the acceptance of the whole House.

-Rao Bahadur T. Rangachariar: Sir, the objection taken on behalf of
Government by Mr. Sim seems to me to merely draw the attention of the
House away from the real issue. 1 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 Hindu undivided joint families and it
is in this country that we have Hindu updivided joint families which
are now sought to be made liable for the purpose of assessment, and you
have to take facts as they are. It is a well-known faot that even infant
members take part in a family business. Take a trading family, and, you
see boys of 14 and 15 go to the shop and do business. In the case of
Nattukottai Chetties even boys of 9 and 10 are taken in business and they
contribute to the joint earnings of the family and, therefore, it is but right
that we should allow deduction for insurance on the lives of these infant
members of the family.

Mr. R. A. Spence (Bombay : 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 Anglo-Indians who
work in their father’s firms in this coubtry should be exempted or whether
he claims a special privilege for the Hindu undivided family which he
will not allow to other races and other ereeds?

Dr. H. 8. 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?

Rao Bahadur T. M?heh&riu' Sir, I am perfectly wiliing to support
my Honourable friend if he brings forward such an amendment. But
that is not the question now before the House. We are now concerned
with a particular clause which deals with the Hindu joint undivided family.
I¢ my Honourable friend had been wise and had really interested himself
in those people for whom he rélends and if he had brought forward an

amendment, I would have heartily supported him.

The Honourable 8ir Macolm Hailey: Sir, you wiil allow me to point
out to the House that the Hindu joint family glready occupies a very
exceptional position under our taxation laws. When you come to super-tax
tney receive an exceptional deduction. We propose under this Bill- to
give them a further benefit, namely, that the profits derived from a Hindu
juint family should not be taken into consideration in assessing a man’s
iidividual income. Now, Sir, the Honourable Mover, Mr. Rangachariar,
i3 solicitous, as I know Members from Madras frequently are of the Hinda
jeint family, and desires to'obtain yet another privilege which' is demied

‘ 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 to 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 Hindu joint fa.mlly in the event of that child expiring.
Now, 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
of ‘the children of a Hindu joint family? On no reasonable grounds can
such an exemption be argued.

Mr. President: Amendment moved :
" “In clause 15 (2), omit the word ‘ adult’.’
The queshon is that that amendment be made.

- The Aasembly then divided as follows :;

AYES—32
Abdul Majid, Shaikh. Hudnlmr Mr. 8.
wala, Lda G. L. ﬁuhammad Hussam, Mr. T.

med, Mr. ukherjee, Mr. J.
Asjad -ul-lah, Mau.lﬂ mynn Nag, . G. C.
Bagde, Mr. K. G. Nand Lal, Dr. .
Bajpai, Mr. S. P. . R&ngwhmnr, Mr. T.
Barua, Mr. D. C. Rao, Mr C Krishnaswami.
Bhargava, Pandit J. L. Reddi,. M. K.
Chan hun Mr. J. : Samsrth Mr. N. M.
Faiyaz Khan, Mr. M. Singh, Babu B. P.
Gour, Dr. H. 8. Sinha, Babu L. P.
Jatkar. Mr. B. H. R. 8inha, Beohar Raghubir.
Mshadeo Prasad, Mnnnhl . Srinivasa Rao, . P. V.
Manmohandas an;l, X Subrahmmavam, Mr. C. 8.
Man Singh, Bhai. *.| Thackersey, Sir Vithaldas D.
Misra, Mr. 'P. L N Ujagar Singh, Baba Bedi.

NOES—30. -

Aiyer, 8ir P. 8. Sivaswamy. Keith, Mr. W. J.
Bradley-Birt, Mr. F. B. ung Maung Sin.
Bryant, Mr. J. F. McCarthy, Mr F.
Carter, Sir Frank. Mitter, Mr. K. N. -
Chatter]ee. Mr. A. C. Nabi Ha.d:, S M
Crookshank, Sir Sydney. Percival, Mr. P. E.
Dentith, Mr. A. W. Renouf, ‘Mr. W. C.
Fell, Bir Godfrey. Sharp, ‘Mr. H.
Ghulam Sarwar Khan, Chaudhuri. 8im, Mr. G. G.
Gidney, Lieutenant-Colonel H A J. Spence, Mr. R. A.
Ginwala, Mr. P. P. V:neent the Hononrable Bir William.
Habibullah, Mr. Muohammad. Ws.glwrn Colonel W.
Hailey, the Honourable Sir Maileolm. Wajihuddin, Haji.
Hullah, Mr. J. Way, Mr. T. A H,
Innes, "the Honourable ‘Mr.. C. A, Zshiruddin Ahmed, Mr.

The motion was adopted.

.‘Il:: Pregident: I should like to ask the Honoursble Khan Bshadur
Barfaraz Hussain Khan whether he voted in this division.

~ Khan Bahadur Sarfaraz Hussain Khan (Tirhut Division: Muham-
madan): No, Sir, I did not.

Clause 15, as’ amended, was added to the Bil.
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Sir P. 8. Sivaswamy Alyer: Sir, the amendment which runs in my
-naine is as follows: :

“In cla_ms;a 16, im.y’art the Iféllowil:;g as sub-clause (3) :
‘ In determining the-total income of an assessee liable to taxation, the amount of in-

terast on any debt paid by him during the year shall, notwithstanding anything con-
taiaed in sections 7 to 14, be deducted from the total income arrived at under cltauses

1 und 2 of this section '.’"

Sir, my amendment raises an important question of principle and is
intended to remove an injustice which exists under the present Act and
which is attempted to be perpetuated in the new Bill. The question
raised is this. If an assessee owes a debt and has to pay interest on it,
i1 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
sny of the fundamental principles of the income-tax law. One principle
iz that you are not entitled to deduct any capital destroyed but I am only
ssking 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 debt contracted by him for
the purpose of his business is allowed to be deducted under clause 10. But
tuke the case of a man who does not carry on business and who does not
own house property or building property, but who has got some means,
either in the shape of a salary or in the shape of income on Government
promissory notes or something of the kind, and who is unfortunately obliged
t9 borrow for some necessary purpose. It may be on account of the illness
of some member ot his family or it may be on account of the marriage of
his daughter or for some such purpose 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 i that the interest which he pays
cn 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
rotes to the extent of Rs. 60,000. His income upon these promissory
notes at 3} 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
cn 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,
the 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
1pon 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 netes, and keeps the corpus of the
nroperty alive for the benefit of Government so that it may continue to
vield 'ncome that is liable to tax, he is penalised. Supposing, instead
+ f borrowing Rs. 5,000 he sells Rs. 10,000 worth of Government promissory
rotes 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
to tax, but if instead of gelling his Government promissory notes, he
ruises.a loan ‘and pays interest upon that loan, the Act makes no provision

=2
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for deducting the interest that he pays upon that loan. That clearly is
a case of injustice, of hardship. There is no reason why a man who is
liable to a mortgage debt should be entitled to deduct the amount of
interest; there is no reason why a person who carries on business and
borrows for that purpose should be asallowed to deduct the interest
cn the sum borrowed, but not this unfortunate man 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 Rs. 200.
His apnual income will be Rs. 2,400. Bupposing he is obliged to
borrow 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. 450. The net income
of the clerk would be Rs. 1,950 which will not be liable to tax at all. But
what the Act does is that he is liable to pay tax on the whole income of
Rs. 2,400 and it makes no allowance for the deduction of the interest
which he has to pay on this debt. Then, again, take another case which
will illustrate the hardship in a perhaps clearer form. Suppose a man
inherits property from his father in the shape of bwldings. Suppose his
annual income from the property is Rs. 25,000, Buppose also his father
Las 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 do will be that they will charge him income-tax upon the whole of
the Rs. 25,000 and 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. 'I'he
result, thén, 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
cbliged to get money somehow for the purpose of paying the tax. He
will be taxed more than his net income, and he will be obliged to pay
Government more than he receives at all in the shape of neét income.
These are 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
can be invoked to justify this provision. The only argument that can be
advanced is that it has existed 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 upon this point. The provisions of the
Tnglish Act are very much better than the provisions of the present Act.
Take section 36 of the English Income-tax Act of 1918. -It runs as follows:

‘(1) Where interest payable in the United Kingdom on an advance from a bank
carrying on a bona fide banking business in the United Kingdom is paid to the bank
without” deduction of tax out of profits or gains brought into charge to tax, the son
by whom the interest is paid shall be entitled, on proof of the facts to the satisfaction
of the special commissioners, to repayment of tax on the amount of the interest.

{2) A like repayment shall on the like proof be made in the case of interest (not
being yearly interest) payable in the United ngl;m on gn advance from a person who
in the opinion of the Commissioners of Inland Revenue iz bona fide carrying on busi-
ness as a member of a stock exchange in the United Kingdgm, or from any person who
in the opinion of the said Commissioners is yona fide carrying on the business of a dis-
count house in the United Kingdom :

Provided that no repayment shall be made unless the Commissioners of Inland
Revenue are satisfied that the interest has been or will be brgught into account in the

statement delivered or to be delivered for the purposes of imcome tax by th"w”n
making the advance . ' L

According to the English Act, then, if a person borrows from a bank,

carrying on a bona fidg bapking business, he is not liable to income-tax
upHn ?:%g amount borrowed and he is enfitled to a refund or repayment
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of the income-tax. Our Act goes one better and charges person in respect
of interest which they actually pay on debts borrowed by them. It is
difiicult to see on what principle this distinction can be made between a
person who owes a mortgage debt and a person who borrows a debt on
his' personal security, and there is no reason why a person who borrows
. money for the purpose of carrying on a business should be allowed deduec-
ticn 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 said
tazt, if you allow deduction of interest paid on debts borrowed on personal
security and otherwise, there may be a danger of some evasion and it may
b2 that bogus claims for deduction will be put forward. Bui I see no
daxnger of ‘that. If one man claims deduction of interest paid, you can
easily run in the other man to whom interest has been paid and make him
linble 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 administration of
income-tax is that you ought not to make any allowance 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
medical bills or upon marriage expenses or things of that sort, it would
b2 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 interest paid on debts. It does not offend, as
I say, against any of the canons of income-tax administration. It does not
ask 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
probaply of a far more frequent occurrence and which stand far more in
nced of relief than these other cases. I hope the House will accept it.

Rao 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 without much
money who goes to Sowcarpet in Madras and borrows at a heavy rate of in-
terest, such as 80 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
his: during the year is to be deducted, 1 do not see how my Honourable
friend can claim that his amendment did not provide for such cases.
Firstly, he borrows for his own personal expenditure. = We know many a
men in every part of the country who professes to be 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 o1 the
hire purchase system. I know many a man who cannot afford to do this -
and yet does these things. How are we to find on what object he has
spapt the money? In fact, the English Act provides this safeguard that
tne n.oney should be borrowed from a bank or from a discount house,
wnéreas here my Honourable friend would sllow borrowing anywhere,
any rate of interest and no limit and no rules. I think the income-tax will
cease to be a source of income of the Government of India, if this is
going to be adopted.

Rao Bahadur 0. S. Subrahmanayam: I am sorry I cannot see eye to
eye with my Honoursble friend, Sir P. 8. Sivaswamy Aiyer. Of course,
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income-tax, like other fiscal laws, is illogical. There is no morality about
them. They are only intended to grab as much money as we can from
th:se who can afford to pay or those from whom it is not inequitable to
tcke money. These are the two main considerations. I put a concrete
ctce. Here is a man with a capital of Rs. 10,000, which is his own cash. _
He borrows, say, two lakhs and carries on business on a large scale. He
runs a big office and keeps motor cars and other things also. If it comes
to a question of settling his income, are we to take the words * total
mcome,” which is now the subject of discussion, or are we to deduct from
the profits of his business the interest he pays to the bankers and others snd
tken come down to a figure which will practically exempt it from taxa-
on? Is such a man deserving of any consideration in a taxation pro-
posal? That is the first point. The next point is, what would be the
loss of income if such a concession were given? That is an important
po:nt whick the Assembly has to take into consideratiun.

Mr. J. Chaudhuri (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 irom
Geveenment promissory notes, 1 consider it to be utterly impracticable.
1t is the practice for the Public Debt Office to deduct the income-tax
when the interest is due and drawn. If people who own Government
yromissory notes can put forward claims for deductions for interests on
monies borrowed from other sources and clq.i.m a set-off, that would b‘e
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.L.ment servants or persons in private employ. If they draw a particular
income or salary and if they go on borrowing from different people ard if
they want to set off interests paid or payable to their creditors in respect
of private debts against their income or salary, I think, the assessment of
ircome-tax on salaries or income so derived will give rise to serious compli-
cations and less of revenue. Therefore I am very sorry 1 cannot su; port
the view or the amendment proposed by Sir Sivaswamy Aiyer.

Mr. G. G. Sim: Most of the arguments that were put forward by the
“Honourable Mover have been answered by the speakers who have nreceded
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
ioxation of incomes. The word ‘income ’, as used for income-tax pur-
poses, is always understood to mean the surplus_ of receipts over the current
expenditure required for the purpose of earning those receipts. snd no
accouni is ever taken how that income is utilised. It may be’utili,ed to
meet current personal expenses; or some of it may be set aside to meet
future expenses, or some of it may be used to pay back private debte or to
pay interest on private debts. These are matters with which the income-
tax officials hsve never had anything whatever to do. 8o 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. Tt would, 1 think,
introduce a state of affairs that would create the greatest inequalities. 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 it,
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 income
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for future ’ expenditure. There is opne other point. The Honourable
Member has referred to s particular provision of the English Act. The
English Act makes no provision 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
respeck 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 .
ipstructions 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 reasonable proposal. A man
borrows money for the purpose of purchasing and selling securities or for
ihe purpose of investing in securities. If he invests in securities, obviously
he ought to be allowed to deduct from the interest that he gets ou those
securities the interest that he has paid for the money that he borrowed for
this particular purpose, but that is a totally different matter from allc.wing
a person to deduct the interest on a private debt from his income. It
would produce the gravest inequalities. It would be perfectly unwork:ble.
I do not think that Honourasble Members could contemplate orders 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 81st March. The proposal, Sir, is economically
unsound and unworkable in practice.

Mr. President: Amendment moved :
*In clause 16, insert the following as sub-clause (3) :

‘In determining the total income of an assessee liable to taxation, 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. 8. Sivaswamy Aiyer: Sir, I move the following amendment :
“In clause 22, omit sub-clause (4).’.

The object of my amendment is this. Under the existing Act, the
noti¢e to produce documentary evidence is given after Lthe return
has been made and the matter has received the consiieration of
the income-tax officer. I want the existing procedure to be preserved. I,
therefore, suggest that sub-clause (4) of clause 22 be omitted, and my
rnext 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 documentary
evidence. It seems to me unnecessary for him to call for documents
before this.

Mr. G. @. Sim: I think the Honourable Member has overlooked the
portion of the report of the Simla Committes which gives an explanation

1 p.Mm,
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of why this change was made in the procedure. As the Honovrable
Member has stated, the present Act specifies that no accounts 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 him, so that the assessment may be as near as possible to
the actual facts.

Mr. President: Amendment moved:
*In clause 22, omit sub-clause (4).'

The question is that that amendment be made.
The motion was negatived.
Clause 22 was added to the Bill.

Rao Bahadur T. Rangachariar: Sir, I move: -

* That in clause 23 (3), after the word * require * the words ‘ on specified points ' be
inserted.’

Clause 23 (3) runs:

\

‘On the day specified in the notice issued under sub-section (2), or as soon after-
wards as may be, the Income-tax officer after hearing such evidence as such person
may produce and such 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. :

Mr. @. G. Sim: Sir, I think the Honourable Member misappretends
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 himself
is laid down in sub-clause (2). Under sub-clause (%), after the Income-
tax officer has examineci the accounts, he can call apon 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 amendment.

Rao Bahadur T. Rangachariar: Even so, although the Income {ax
officer may require not only the assessee but any other person to preduce
evidence, he should specify the points on which he is required to produce
evidence, sc that the person who is called upon should know what evidence
be is required to give. That is the object of this amendment. I do not
see any objection to this amendment being made.

Mr. G. G. Sim: 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 s misapprehension and I hope I have re-
moved that misapprehension. If an Income-tax officer does call upon an
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outsider to give evidence, he must give him information as to what the
evidence is about.

Mr. President: Amendment moved:

‘ That in clause 23 (3), after the word ‘ reguire * 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 amendnfent.

MrePresident: The question is that the amendment be made.
The motion was adopted.
Haji Wajih-ud-Din: Sir, I move:

* That in clause 23, sub-clause (4), after the word * judgment ’ the following words
be added : ;

‘ Provided that the mere non-production of accounts especially in the cases dt petty
shop-keepers, village-traders and those carrying on ordinary cottage industries 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.. szsall
lanes, and village traders who earn on a small scale and never keep ac-
counts of their daily earnings, have their incomes very frequenily 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. 1,
therefore, move the addition of these words.

Mr. @. @. 8im: 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 accounts, the Income-tax Officer must make ths
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 assessed, if the matter is brought tc the notice of
the higher authorifies, they would set right the inequality. But I am
unable to understand how tie object, the Honourable Member has in view,
can be given effect to by this proviso. I must oppose the amendment which
1 do not understand.

Mr, Pregident: Amendment moved:

‘That in elaunse 23, sub-clanse (§), after the word ‘ judgment ’ the following words
be added : :

* 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 be a sufficient reason for making new or an
enhanced assessment.’

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

Clause 23, as amended, was added to tﬁe Bill.
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Mr. G. @. Sim: I beg to move:

‘ That in clause 24 (1), sfter the 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
formal drafting amendments and introduce no change of substance. 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 Man Singh: Sir, I was just going to oppose this amendment. If
1 am in order, I would like to speak on the amendment. I, of course, gos

up before the question was put. I have got my own misunderstanding
about the amendment.

Mr, President: If the Honourable Member wishes Yo 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 Man Singh: I see the effect of the amendment would be that only
loss of profits or gains can be deducted. Supposing a businessman orders
certain 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

rlace and he gains Rs. 10,000 as profits, there is no reason why we should
tax him.

Mr. G. @. Sim: I do not understand the Honourable Member'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
by insurance. There is no difficulty about it. All that the clause means

is that a loss of profite under one head may be set against profits u.ndar
another.

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

Mr. G. @. Sim: I beg to move:

‘ That in clanse 24 (2) -

(a) for the words ‘his own personal’ the word ‘any - be substituted, and

(&) 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, as amended, 25, 26 and 27 were added to the Bill.
Hali Wajih-ud-Din: T move:
‘ That in clause 28 (I), the following be added :

‘ Provided that no such penalty shall be levied on assessments made under sub-sec-
tion (4) of section 23.’

The amendment is suggested as a public saieguard. There are & num-
ter 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 so advanced
nor even educated, and so they cannot keep such accounts. Under clauss
23, sub-clause (4), an Income-tax Officer ©an assess tax on the income of
such persons to the best of his judgment if they do not submit their
returns, but I see, in certain cases, undue pressure is brought over these
poor 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 Asgembly to add these words.

Mr. G. G. Sim: I do not understand how this particular section will
be useful in the circumstances referred to by the Honourable Member.
This section can only be employed where it is found definitely that a person
bas 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
the definite facts are actually ascertained 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.
escape the penalty. I oppose the amendment.

Mr. President: Amendment moved:

‘To clause 28 (I), add the following :

‘ Provided that no such penalty shall be levied on assessments made under sub-sec-
tion (4) of section 23.’

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

Mr. @. @. 8im: I beg to move:

‘“ That in clause 29, between the word ‘ under ’ and the word and figures * section
28’ the words and figures ‘ sub-section (2) of section 25 or’ be inserted.”

This is to cover an obvious omission.
Mr. President: The question is that that amendment be made. ©

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

Sir P. 8. Sivaswamy Aiyer: I beg to move:

‘In clause 30 (), before the words ‘ may appeal’ insert the words ‘or to any
order enhancing the. assessment under section 35."

Section 85 provides for enhancement of assessment in certain cases.
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
msertion of the words ‘ or to any order enhancing the assessment under
section 35.°

Mr, P. P. Ginwala (Burma :Non-European): I am unsable to follew the
srgument « f my Honourable friend from Madras who has moved the amend-
ment. If he will look at clause 85, he will find that that clause is 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 rectified 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
& man having the right of appeal. When the mistake can be seen by a
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glance at the records, and the assessment corrected, I do not see why the
assessee should have a right of appeal.

Mr. G. @. Sim: I agree with the last speaker and with the Joint Com-
mittee. To insert any provision about an appeal in such cases 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 appeal
may lie. They considered this particular clause, and as Mr. Ginwala has
pointed out, since all that this section refers to is the correction of mistakes
considered, it would be absurd to provide for a formal appeal. There is no
point 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,
the party concerned has only to report him %o the head of the department
who will bring him to reason. I oppose the amendment.

Mr. President: Amendment moved:

‘In clause 30 (), 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. There
have been numerous instances in which the appellate authorities fixed the
piace of hearing in a district other than the distriet in which the appellant
resides, and the inconvenience thus caused to him is apparent. It is very
troublesome 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
mawes further. Therefore, it is necessary that the appeals should be
heard within the district where the appellant resides or carries on trade.

Mr. @G. G. Sim: Sir, while I have considerable sympathy 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 would result from accepting the amendment in its present form. The
amendment would make it obligatory that an appeal should, in every cass,
be heard in the district in which the assessee resides. This, in many cases,
might not suit the convenience of the assessee himself. We have had -
rumerous cases in which an assessee has asked that an appeal should be
taken 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
bave their appeals heard at the places best suited to their convenience.
which are not necessarily the places where they reside, the staf 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
ihat 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
point out that that place need not necessarily be the place where the
assessée resides abt all; he may prefer some other place.
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Mr. President: Amendment moved:

* In clause 31 (I), after the word * place ’ insert the words * within the district where
the assessee resides or carries on trade ’. o

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

Rao Bahadur T. Rangachariar: Sir, I beg to move that:

‘In the proviso at the end of clause 31, omit all the words after the word
“ assessment ' and make consequential amendments in clause 32.° - ’

In dealing with the appeal of a man who comes forward complaining
that he has been ‘over-assessed, the appellate authority has the P t to
cnhance the assessment. I want to deprive the appellate authority of
that powgr to enhance the assessment. Here, a man comes forward with
a_grievance, .but not only deces he not get rid of that grievance, but he
also gets an additional grievance by appealing to the appellate authority.

. In criminal cages, Honourable Members belonging to the profession of the
law may remember that, when a man appeals against a conviction and
sentence, the appellate court has no power to enhance the sentence. It
is only the High Court, and the High Court alone, which can enhance the
sentences on convicted persons. (Lale Girdharilal Agarwala: ‘ On
revision only.’) And they very seldlom do it. Here, this is a
sort of threat to the appellant who comes forward as much as
tc say: ‘Take care, I also have the right to enhance the assess-
ment imposed on you.” I do not think that the appellate authority should
kave that power. The Commissioner has got revisional powers under
section 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
in principle, and I, therefore, move the amendment.

Mr. G. @. Sim: Sir, T do not agree in the least with the view the
Honourable Member takes of the functions of an appellate authority in
income-tax matters. Surely the only object of the original assessment
proceedings and of these appeals that we are now providing for is to
secure that a man 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
asgessed at the proper rate or on the proper income, why should he escape
:simply because he has not furnished a proper return beforehard? The only
alteration 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
chooses 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
gppellate authority. '

I oppose the amendment

Mr. ¥, P. Ginwala: Sir, I oppose this amendment modved by my
Honourable friend, Mr. Rangachariar, because it is based on a misappre-
hension. There is no difference at all between the provisions of the Income-
tax Act and the provisions of the Criminal Propedure Gode. It is true, of
course, as has been pointed out that, if a person appeals under the Criminal
Procedure Code, the sentence is not lisble to be 'enha.nce&_ on a.pp-ef_ﬂ. but
there is a prowision by which the Court, in its revisiomal jurisdicion, can
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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.
Under this Bill also, if you refer to clause 83, 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 motion 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 so satisfied,
after giving the necessary notice to the assessee or to the appellant,
especially as an order of enhancement is. appealable under clause 82. On
these grounds, I ask that the amendment be not passed by the Hause.

- Rao Bahadur C. S. Subrahmanayam: 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 that 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 authorities with such appeals. At any rate, that is the common idea
among officials, that 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 working 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
would 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 & higher scale,
it is always open to rectify the mistake next year. But 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 friend, 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 ordgrs to a higher authority and himself enforcing those powers.
Therefore I think that this amendment ought to receive the approbation
of the House. '

Mr. J. K. N. Kabrafi (Bombay: Nominated Official): Bir, I think this
amendment should not be passed, but if it is ‘passed, I would point out that
is would be .quite'inconsistent with sub-clausc. (3) (a) and should, - there-
fore, be ruled out.’ s e '
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Dr. H. 8. Gour: Sir, all the arguments used by Mr. Sim, in con-
nection with the retention of this clause, are arguments equally applicable
to the enhancemefit of a sentence. In 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 enhance-
ments and the provision, arming the Appellate authority with the power
of enhancing sentences, was deleted from the Code of Criminal Procedure.
The same argument applies equally to the enhancement of an assessment.
by the appellate authority. As has been pointed out by Mr. Subrahma-
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 been under-assessed, it is open to the Taxing
‘officers or to the Revenue authorities who are in charge of this Department
to ‘appeal against that taxation, but, I submit, that it would be anomalous
'th arm the appellate authority with the power of enhancing assessments
when ‘the Tecord comes before him on the motion of the payee. I, there-
fore, submit that this amendment moved by my Honourable friend, Mr.
‘Rangachariar; -should receive the acceptance of this House.

The Honourable Sir Malcolm Hailey: Sir, it is a queer analogy, o
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 admit that ‘there are occasions, when, if we can form a select
band of our friends in the Assembly, we are even capable of asking the
.House 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 should be fairly assessed, that the law should be appliel 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 tax-payer as a

-man who comes before the Court to hear his sentence, and he objeots to
‘there being any subsequent process by which that sentence sheuld be
enhanced during the course 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 income-tax assessment is an arbitrary charge of a tyrannical power. We
gre doing our best to secure an establishment 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 shouid
be correct, and that, so long as it is correct, he should, however, it is erriv-
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 o
lawyer, for, indeed, it seems to me that if I, as a simple layman, were
proposiftg an amendment, I should not put forward an amendment, the
effect of which would be that the Assistant Commissioner shall not en-
hance an assessment, while according to another provision which has beemr
left untouched, he shall have power to enhance an asgessment.

Rao Bahadur T. Rangachariar: Sir, I plead guilty to the charge of
negligence in having overlooked this provision in clause (a), snd I am thank-
ful to my friend, Mr. Kabraji, for pointing it out. But knowing as we
dc how this Bill was being hurriedly brought up—I had to send in my
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amendments a day or two after I got & copy of the Bill—I must Le for-
given for this oversight. I quite agree that, as a lawyer, I am not com-
petent to deal with finance, but may 1 also point out that the Honourable
the Finance Member is quite 8 layman like'myself, although he belongs to
the Indian Civil Service; and I know there is a tradition in this country
that the Civil Servant is cqpépetgnt to do any and every sort of work, from
Engineering, Médicine and Education to Forests, Irrigation and even Rail-
ways. But if a Civilian cen claim a knowledge of all these things, I sup-
pose a lawyer also might claim at least some degree of acquaintance with
them, because he has to deal, in the course of hig practice, with all
these various things. He may even claim some knowledge in desling with
finance. But leaving that on one side, I still think, Sir, that this pcwer of
enhancemeént, vested in an Appellate authority, is vicious in principle. I
quite agree that all people should submit to just assessment. And this
assessment is made, as we all know, from the previous sections, sfter an
<laborate inquiry calling upon all sorts of people to produce accounts, and
to produce various documents; and the agsessment is made to the best
‘of the judgment of the person who assesses the assessee. 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 a remedy for
over-assessment? Do you and I not know how hard it is to induce an
Appellate authority in income-tax cases to reduce assessment? lLf there
are a few cases of unjust under-assessment, there are at least 100 cases
of over-agsessment to one of under-assessment. Human judgment is
always imperfect. Do we always come to right conclusions? Theretore,
I object to this power resting in an Appellate authority; it is vicious in rin-
ciple; it will act as a deterrent to people to go on appeal, and the Appeliate
authority should not be clothed with this power. T am surprised taat my
friend, Mr. Ginwala, should think that there is nothing in this amendment.
1 therefore, 8ir, propose this amendment. With your permission, Sir, I
shall also omit the word ‘ enhance ’ in clause (a).

The Honourable Sir Malcolm Hailey: Sir, I must certainly object to a
further amendment of a substantive clause being brought forward at this
stage. 1f the Honourable Member has been so unfortunate as to omit
notice of this fact, I do not think that he should be allowed now to bring
the matter forward.

Mr. Pregident: Amendment moved:

“In {he I-J'rc-n;'-i-so at the end of clause 31, omit all the words after the word" assess-
‘ment ' and make consequential amendments in clanse 32.’ :

The question is that that amendment be made.

The Assembly then divided as follows:

AYES—27.
jid, Bhaikh. Mukherjee, Mr. J. N.
ﬁggﬂd?lﬂr 5 ’ Nabi Hadi, Mr. S. M.
Asjad-ulJah, ﬁaulvi Miyan. Nag, Mr. G. C.
Bagde, Mi. K. G. Nand Lal, Dr.
Bajpai, Mr. B. P. = Neogy, Mr. . C.
Mr. D. C. Rangachariar, Mr, T.
hargava, Pandit J. L. Reddi, Mr. M. K.
“Gour, Dr. H. 8. Bingh, Babu B. P.
Jatkar. Mr. B. H. R. Sinba, Babu L. P.
- Jejeebhoy, Bir Jmseltljx. Sinha, Beobar Raghubir.
Mahadeo Prasad, Munshi. Sripivasa Rao, Mr. P." V.,
‘Man Singh, Bhai, "’ Subrahmanayam, Mr. C. 8.
Misra, Mr. P. L. Ujagar Smgi,' Baba Bedi.

Mudaliaz, Mr. 8 : '
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NOES—36.

Aiyer, Sir P. S. Sivaswamy.

Akram Hussain, Prigce A. M. M.
Bradley-Birt, Mr. F. B.

Bray, Mr. Denys.

Bryant, Mr. J. F.

Carter, Sir Frank.

Chatterjee, Mr. A, C.

Chaundhuri, Mr. J.

Cotelingam, Mr. J. P.

Crookshank, Sir dney.

Dentith, Mr. A. %'V.

Fell, Bir Godfrey.

Ghulam Sarwar Khan, Chaundhari.
Ginwala, Mr. P. P.

Hailey, the Honourable Sir Malcolm.
Hullah, Mr. J. .

Innes, the Honourable Mr. C. A.
Joshi, Mr. N. M. -

Kabraji, Mr. J. K. N.
Keith, Mr. W. J.
Manmohandas Ramji, Mr.
Maung Maung Sin.
McCarthy, Mr. F.

Mitter, Mr. K. N.
Muhammad Hussain, Mr. T.
Percival, Mr. P. E.

Rao, Mr. C. Krishnaswami.
Renouf, Mr. W. C.
Sarfaraz Hussain Khan, Mr.

Sim, Mr. G. G.

ence, Mr. R. A.

ckersey, Six Vithaldas D.
‘Waghorn, Colonel W. D.
Way, Mr. T. A. H.

Zahiruddin Ahmed, Mr.
The motion was negatived.

The Assembly then adjourned till Twenty-five Minutes to Three of the
Clock.

The Assembly re-assembled after Lunch at Twenty-ﬁve Minutes to
Three of the Clock. Mr. President was in the Chair. '

Rao Bahadur T. : Bir, T am afraid that there is a mis-
take. Members understood that the Assembly was to re-assémble at 5
minutes to 3 and not at 25 minutes to 8..

Mr. President: It does not matter. We shall go on.

Ehan Bahadur Zahiruddin Ahmed (Dacca Division: Muhammadan
Rural): Therfe'is no ‘quorum, Sir.

Rao Bahadur T. Rangachariar: Sir, I beg to move the amendment
which stands in my name: _
‘ To clause 31, add at the end the following :
. *Ind all cases where the appellant so desires in his appeal memorandum, the Assist-
ant Commissioner shall have two or more non-official Commissioners as may be pres-

«cribed to hear the appeal with him and advise him as assessors, but their opinion shall
not be 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, ss Honourable
Members are aware, in cases which arose out of the Excess Profits tax,
and, I believe, the assistance of two or three non-officials in Buch cases has
been of use both to the appellant and to the assessors. 1 know that was
go 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 have 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 under 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
that panel the non-official Commissioners will have to be selected to assist

v}
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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-official 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 wilt
be a satisfactory improvement in the Act.

Mr. Manmohandas Ramji: 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 desirable,
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. § 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.

Mr. B. A. Spence: Sir, I beg to support what has fallen from my Honour-
able friend from Bombay.

Rao 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 Malcolm Hailey: May I rise to a point of order,
Sir? I merely wish to take a ruling from vou on the question as to
whether the proposer of an amendment has or has not a right of reply?

Mr. President: Normally the proposer 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 spesk om
Mr. Rangachariar’s amendment. I was under the impression that the
Government 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
bave other evidence in the case and that the books of those
who are not strictly interested in the -sppeal may not have to
be brought and shown? I am not quite sure of the effect of
this, but I quite agree with what has fallen from my two Honourable
friends, Mr. Manmohandas Ramji and Mr. Spence, that, so far as Bombay
is concerned, we are absolutely opposed to the appointment of any kind of
sssessors for looking into our books. We do uot think they will help us.
Many difficulties will arise. It is not perhaps _pohtlc or wise to mention
them publicly in this House, but Members of this House may take it from
me that the commercial community, in whose interests these assessors are
suggested, are absolutely against the proposal and will never have them if
they could possibly help it.
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Mr. President: The question is that the following amendment be
made :

“To clause 31, add at the end the following :

‘In all cases where the appellant so desires in his appeal memorandum, the Assist-
ant Commissioner shall have two or more non-official &Emmisaioners as may be pres-

cribed to hear the appeal with him and advise him as assessors, but their opinion shall
not be binding on him.’

The motion was negatived.
Clause 81 was added to the Bill.

Rao Bahadur T. Rangachariar: 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 so after hearing the appellant. I
dare say he will do it, but, as they are executive officers, they generally
dispose of appeals not a.lwaya after hearing. And it is better to provide in
the section itself that he should do so after hearing the appellant.

‘ In clause 32 (3), after the word ‘may’ insert the words ‘after hearing”the sppe]lant...’

Mr. @. G. Sim: Sir, I have no objection to the proposal of the
Honourable Member if he will agree to a sl.lght. amendment of his amend-
ment. I propose, Sir, that:

* After the word may ' the words *after giving the appellant an opportunity of
being heard * should be inserted.’

Rao Bahadur T. Rangachariar: I have no objection, Sir.
Mr. President: The question is:

‘ That the following amendment be substituted for the original amendment :

‘ In clamse 32 (3), after the word ‘ may ’ insert the wurds after gwmg the appellant
an opportunity of being heard.’

" The motion was adopted.

Mr. President: The question is that the ‘substituted amendment be
made. : -

The motion was adopted.

Clause 32, as amended, and clauses 33 and 34 were aided to the Bill.
Rao Bahadur T. Rangachariar: 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 clause 35 (3) says:

‘ The Income-tax Officer shall serve on the assessee a notice of demand in the pres-
cribed form specifying the sum payable, and such notice of demand shall be deemed
to be issued under section 29, and the provisions of this Act shall apply accordingly.’

. The provisions of this Act may be merely for recovery and such other

things, and I want to make it clear that they inolude the right to appeal.
I want, therefore, those words to be inserted.

Mr. G. G. 8im: I should like your ruling on a point of order, Sir.
This particular . amendment which the Honourable Member is putting
forward is, in substance, exactly the same as that put forward by Sir
Stvaswamy Alyer in his proposal to amend clause 30. He suggesteds that

c2
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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-
inent simply repeats the same thing in another form.

Rao Bahadur T. Rangachariar: May I mention, Sir, that on Sir Siva-
swamy Aiyer’s amendment Mr. Sim 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.

Mr. 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 technical objection.

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

Rao Bahadur T. Rangachariar: I leave it to the Chair.

Mr. President: 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
as a point of fact, I must hold that the two points are substantially
covered. .

Clauses 35, 36, 87, 38, 89, 40, 41, 42, 43 and 44 were added to the Bill.

Mr. @. @. Sim: Sir, I beg to move:

 That in clause 45, for the words ‘ The amount of income-tax * the words * Any
amount ' be substitated.’

This is merely a drafting amendment. In some of the sections men-
tioned, the amounts refer not to income-tax but to penalties.

The motion was adopted.
Mr, G. G. Sim: I beg to move:

‘ That in clause 45, after the word and figures * section 31 ' the words and figures
“ or section 32’ be inserted.’

Clause 32 is' 8 new clause inserted by the Joint Committee and the

necessity of inserting the words and figures ‘ or section 32 ’ in this clause
was overlooked.

The motion was adopted.
Rao Bahadur T. Rangachariar: 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-
tax officer may in his discretion treat the assessee as not being in default as long as-
such appeal is undisposed of.’

1 do not think it will be right to leave a discretion. When the appeal is
pending, why should the man be treated as a defaulter when his appeal
is not disposed of. Being treated as a defaulter entails a number of con-
sequences. 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
lead to personal favouritism in many, cases; at any rate, people will con-
sider that certain persons are favoured by the Income-tax Officer, and
rightly or wrongly it will lead to such impression gaining ground. ~What
is the object in treating some persons as defaulters and some persons no$
as defaulters? Therefore, I propose that the word ‘ shall ’ be inserted
in place of the words ‘ may in his discretion.’

Mr. @G. @. Sim: I hope that the House will not accept this amendment.
These words are contained in the present Act and this general provision
has always been in every Income-tax Aet. I have heard no complaints
sbout the discretion exercised by the Income-tax Officers in this matter.
‘What 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 to
lfts. 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 the
collection of the tax. We have provided for an enormous number 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-
sions 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
l'odhunter, 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 rpercentage of collections in Madras
were 72, 69 and 56, while other provinces were able to show figures of 96
snd 98 per cent. It is therefore obvious that something has got to be
done in Madras to make income-tax assessees comply with the pruvisions
of the law. I am sure, Sir, that, if the House imposes an income-tax,
it intends it to be collected. Delay in the collection of this tax in one
particular province simply means that a heavier burden is placed upon
the more virtuous tax-payers in other provinces and I hope, therefore,
that the House will not give any encouragement to the delay in paying
this tax, which is so prevalent in Madras.

Mr, 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. |

Rao Bahadur T. Rangachariar: I beg to move the following wmend-
ment :

* Re-number sub-clause (7) of clause 49 as sub-clause () (a) and after that sub-clause,
as re-numbered, insert the following : _

¢ (b) If any such person proves to the satisfaction of the Income-tax Officer that he
has paid income-tax for that year in respeet of the: same part of his income in any
Indian Btate or elsewhere in the British ire, he 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 relief in the
,case of persons who have to pay as it were double income-tax. Indian
‘States have now taken to levying income-tax. For instance, in Madras,
the Mysore State has recently begun levying income-tax and there is a
proposal both in Travancore and Cochin to levy income-tax. I do 1ot
know whether the petty State of Pudukottah will also try to levy it. Mcst
of us who are in business or in the professions have to pay tax in States
‘and over again in British India. Some sort of relief is needed. Haviug
regard to the provision made in the English Act, the previous portion of
this section has provided a machinery for giving relief to persons 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 urder-
take some negotiations with these States in order to provide for sor.e sort
of relief being given. I do not know how long that will take. We have
also people who carry on trade in the Straits Settlements.

8 ®X. Some of the income earned there is received here, and tasy
will be liable to pay income-tax here, having also paid there. In such cases
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 rate. 1f
. he proves to the satisfaction of the Income-tax Officer that 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 submit,
Sir, that this is an equitable and just arrangement. " Income should not be
taxed over and over again. The principle underlying this propositioa 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. Take
Bombay, for instance. = Bombay is surrounded by Native States and
the same difficulty is bound to arise, because I am sure that every Native
State will shortly go in for taxing income as a source of revenue. It is true
+hat 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. Thackersey: 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 cases. 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 convenierce
of raw materials, and other considerations, and the Companies are rcgster-
ed in British India. Now, if this amendment is not accepted, the _eﬁect
" will be that when the industries are in Native States, British residents
will not register the Companies in British India, but they will register
these compsnies in the States in which they have been started, and tbe
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 & factory or
other industry is started in a Native State. There iz not the slightest ch-

jection on the part of the Company to register in that Btate and save all the
income-tax.

s
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But at present the practice is that most of these big Companies, or prac-
tically 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 is ac-
cepted, you will be able to collect larger revenue as income-tax than if you
insist upon your whole income-tax. The tax in Native States is very low,
and, apart from any reciprocal arrangement with Native States, this pro-
posal will be to the advantage of the British Government.

Mr. @. G. Sim: 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 in 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
Xingdom and once in India, has to apply to the authorities of the United
Kingdom in the first instance for relief.* Both parties, the Government
of India and the Government of the United Kingdom, have agreed that the
relief to be given by any one 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 consequently 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 State 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-
iz 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
snd once by 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 perticular advantage will be gained. Why should
tte other country give any concession whatsoever if we insert a provision
tha!, in a case where a man is assessed in two countries on the same
" income, we shall immediately give a rebate up to half our rate. There
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
up 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, ‘even
if he has got.part of the money back from the United Kingdom, we should
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refund half the Indian 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?

Mr. 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.

Rao Bahadur T. Rangachariar: 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.
Mr. G. @. Sim: Sir, I beg to move:

‘ That at the end of clause 55, the following words be added :

* Provided that where the profits and gains of an unregistered firm have been
assessed to super-tax, ;l.}pe!—t&x shall not be payable by an individual having a share
in the firm in respect of the amount of 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 cuwe 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 further 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 '.’

1 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 burinesses and it often happens that a private limited com-
pany is the managing agent of a factory company or any other company
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-
tax is paid on the same income. Of course, in the third case it varies
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sccording to the income, large or small, from one anna to four annas,
according to the amount of profit. I do not propose that the individuals
‘should escape any of the taxation. Mr. Sim has already proposed an
amendment that, when a firm pays super-tax, the‘individua{ partrers have
not 1o 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 income. In this particular case, the
first comnpany 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.
There 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 as a shareholder in a company
where the profits or gains of the company have been assessed to income-tax;’

On the same basis, where one company has paid super-tax, another
company 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
reduction in their case.

Mr. @. @. Bim: Sir, the object, the Honourable Member has in view,
I understand, is to secure that the flat 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 in the hands of the individual,- via.,
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 commercial 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 flat 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 way of
super-tax than they would have done under the old system. Under the old
system, there was no double taxation. It was a tax on the undistributed
profits and there was no question of taxing the same profits twice over.
Then the commercial community asked us to replace this by a tax of a
total'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 pléce, 8ir, I should like to point out that this tax is now
practically a tax on companies’ profits as such, and that it is perfeotly
immaterial where those profits come from. The tax has been defended on the
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-ground that like the English Corporation Tax, it is a tax on companies’
profits levied in view of the advantages which are secured to them
by law in the form' of their corporate finance and their limited
liability; and that the amount of benefit that they get can be
most suitably 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 working a factory or by investing in another company.
There is one danger, Sir, about this particular amendment of Sir Vithal-
das Thackersey which the House should bear in mind. If a company
«distributes its capital amongst a lot of other companies and constitues
itself a. holding company, it thereby becomes entitled 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 amongst
which it has distributed its capital. The whole question, Sir, was very
fully debated in the Joint Committee and the Joint Committee 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
of a company, irrespective of whether those profits are 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. I 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-
siderable number of companies, a holding company amongst a number
.of subordinate companies, with each of them getting reduction of Rs. 50,000.
T therefore, Sir, oppose the amendment.

Sir Vithaldas 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
cofsidered if any change in the rate takes place. I do admit that there will
be a certain amount of revenue lost; at the same time I must correct the
Honourable Member when he said that this flat rate of one anna was some
«concession from the 1918 rate when the full super-tax was charged on
the companies. I need only point out that that charge was a preposterous
one and, had it rot 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
smaller amount in super-tax, than it would otherwise have done.

The amendment was, by leave of the 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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Rao Bahadur T. Rangachariar: Sir, this is a small amendment which
I wish to make, namely: .

‘“ In clause 63 (I), 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 were a summons issued by a Court, under the Code of Civil

Procedure, 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, because what you pay on the one hand you
will get back in the shape 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 Honourable Sir Malcolm Hailey: May I ask the Honourable gentle-
man before he sits down if he has brought the General Clauses Act with him?

Rao Bahadur T. Rangachariar: May I ask the Honourable Member to

remind me of the clause? -

The Honourable Sir Malcolm Hailey: 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 Council or 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 ’ or 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
POt ' .

Rao Bahadur T. Rangachariar: 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.

Rao Bahadur T. Rangachariar: I beg to move, Sir:

‘ To substitate the word * receipt * in clause 66 (2), for the word * passing’.’
An order may be passed in the absence of a party and he may not get
sufficient tine. 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. @. Sim: Sir, the order that is passed under section 31 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.
"The Honourable Member proposes that the period prescribed should
be one month from the receipt <t 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 and apply
for a copy of the order and demand a reference s month after he gets his

_copy. I think that is an impossible prcposal. :

Rao Bahadur T. Rangachariar: I don’t see any impossibility about it.

Tt 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 algo 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 think it necessary that this amendment should be made.

The Honourable Sir Malcolm Hailey: 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 runs 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 of the passing of such order.

Mr. President: Amendment moved:

* In clause 66 (2), substitute the word * receipt ’ for the word * passing’.’
The question is that that amendment be made.

The motion was negatived.

Rao Bahadur T. Rangachariar: The next amendment that stands in
my name is:

‘In clause 66 (2), after the figures ‘31’ in line 2, insert the word and figures
‘and 320 °

Honourable-Members will notice that clause 32 says:
* Any assessee objecting to an order passed by an Assistant C 1331 under sec-

tion 28 or to an order enhancing his assessment under sub-section (3) of section 31 may
appeal to the Commissioner within thirty days of the making of such order.’

. I want to provide that, within one month of the passing of the order,
under section 31 or 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.

Mr. @. @. 8im: Sir, I have no objection to the amendment provided
ine 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 clanse 66 (2), after the figures ‘31’ in line 2, insert the word and figures
‘or 32"

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
person after the passing of an order under section 81. The Act



THE - INDIAN INCOME-TAX BILL. - 2035

provides that in every case the application should be accomplished -
by a fee of hundred rupees. In-some cases the assessment may be very
small and it may involve a point of law, and it would be somewhat
prohibitory 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
ip which this figure would work hardship, and I, therefore, propose to
leave it to the Government to preseribe by rules the sum according to the
circumstances of each case. I notice that in the Joint Committee a pro-
possl was made that only Rs. 20 shall be levied, but that perhaps is not
a 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 vs leave it to Government
to prescribe any such smaller sum as they consider desirable aocording
tc the circumstances of each case.

Mr. G. @. Sim: Sir, I do not think there is any harm in acc-epting

this amendment. I am not quite certain what the use of it is, but I do
not propose to object to it.

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

‘In clause 66 (2), insert the words ‘ or such lesser sum as may be prescribed ' after
the words ‘ hundred rupees’.’

" The motion was adopted.
Clauses 66, as amended, and 67 were added fo the Bill.
Sir Vithaldas 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 sums paid‘in advance ".*

The system of taxation of income-tax before the Indian Tncome-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 changed 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,
at the request of some parties the change was made, and I believe the
demand was ‘made from Caloutta. Now, the Government are going back
to the view that the old system was right and therefore adjustment is
abolished under the new Bill and income-tax is proposed to be levied on
the income of the previous year. The effect of this change, in short, is
this. We missed the year 1917 on which we would have paid income-tax,
and now we are asked to pay tax for two successive years on the income
of 19:1-22. Ts it fair to those whose income was progressive that their
lean year should be omitted and a fat* year should be taxed twice? I do
not know where the justice of this section comes in? It may be argued
by the Honourable Member in charge of the Bill that we want revenue
end, therefore, let us have it by hook or by crook, by any method thay 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,
because he is going to get income-tax for two years on the inecome 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,
and, therefore, I hope that the Government will accept it.

Mr. Manmohandas Ramji: I want to bring it to the notice of Members
that, in the case of some -wcompanies, 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 Vithaldas D
Thackersey: ‘ Be fair.”) 8o, if we want to be fair, there could be nothing
fairer than the proposal. (The Honourable Sir Malcolm Hailey: ‘* Which
proposal? ’) I mean the original proposal.

Mr. G. G. Sim: Sir, this question of the procedure to be adopted in
the year. of changing back to the old system has heen 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. He has referred to the fact
that the change was introduced at the instance of Calcutta in 1918. 1
may remind the Honourable Member that when the proposal to go back
tc the old system was made, it was made at the instdnce 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 Bombay. 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 earned-by eompanies-are already on the decline.’

At that time, they anticipated that their profits would decline. We
ere now inforined 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 suitabg expression to by the Honourable
Member. I do not think that the irable 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
persons whose incomes are still going up, we shall-have to refund, in addi-
tion to that, a sum 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. President: Amendment moved:

“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 sums paid in advance '’ : ’ ’ !
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The question is that that amendment be made.
The motion was negatived.
Clause 68, the Schedule and the Preamble were added to the Bill.

Mr. K. 0. Neogy (Dacca Division : Non-Muhammadan Rurﬂ}: 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 sueh objection shall prevail unless
the President, in the exercise of his power to suspend this Standing Order, allows 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 of Government was not sufficient for a careful examination-
of the Bill, and I do not think it will do any harm to the Finance Depart--
ment to ‘examine the Bill, as now amended, a little carefully and then bring
forward this motion at a later stage.

. Mr. President: If the Honourable Member has taken objection on the-
ground that further delay will give opportunity to amend the measure,
I must remind him that fresh amendments cannot be moved on the
motion that the Bill be passed, whivch 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.

Mr. K. 0. Neogy: So far as non-official Members are concerned, I think:
that they eught 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-commitment to.the- Select Committee.

The Honourable Sir Malcolm Hailey: Does the Honourable Member
mean, Sir, that non-official Members, after further examining this Bill,
will be then in a -position to bring forward fugther amendments?

Mr. K. 0. Neogy: Yes, so far as the amendment proposed by Mr. Ranga--
chariar of clause (a) of sub-clause (3) of section 31 is concerned, a con--
siderable section of this House would like to have the matter discussed
again. And, as regards the technical objection taken by the Honourable-
the Finance Member with reference to Mr. Rangachariar’s failure to move-
for the omission of the word ‘ reduce ’ in clause (a) of sub-clause (3) of that
section, I think that the difficulty raised by the Honourable the Finance-
Member 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 81.

Mr. 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
these clauses do stand part of the Bill. The Title, the Preamble, the sixty-
eight ~lauses and the Schedule are now all part of the Bill, and the next
motion to be taken by the 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 Chair as to whether Standing Order 49 should
be suspended, and I must be guided by the reasons brought forward by
Honourable Members for and against it. I am not much impressed by
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the reasons given by the Honourable Member, but I am prepared to hear
any other reasons if he has any to advance.

Rao 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 copy of it and I do not know whether the phraseology may not
require alteration. But, as suggested, the Bill will come back after con-
sideration by the other House, and that matter might be then examined.

‘The Honourable Sir Malcolm Hailey: 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 procedure. I need not say
that the Bill will be further scrutinised from the point of view of drafting,
and if any small consequential 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
sitting on this- Bill merely in order to conmsider drafting or consequential
amendments.

I beg to move, Sir, that the Bill, as- amended, be passed. In
doing s0o, I only desire to ask the House to join with me in
expressing 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 complicated one and required full considera-
tion 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. President: The question is:
¢ That the Bill to consolidate and amend the law relating to income-tax and super-
tax, as drafted by the Joint Committee and as here amended, be passed.’

Rao Bahadur T. Rangacpariar: Sir, I wish to associate myself with
the remarks made by the Hpnourable the Finance Member in the econ-
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 great work which
Mr. Sim has bestowed on this Bill. (Hear, hear.) There are certain
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. Bir, 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
income-tax due on the interest payable on Government securities, we may
levy it at the maximum rate. Many persons in this country, who are
widows and orphans, have got only certain securities, which perhaps do
not yield even a taxable amount in the' shape of 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,
‘because 1 trust that the Government are going to take steps to ameliorate
the condition” of these security holders. Already, Sir, they suffer a good
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deal on account of the depreciation in value. I should like to kmow, Sir,
what has ‘been done with reference to the report which the Committee
made in respeet of these holders of the 3% per cent. securities. Their
«capital has been greatly reduced in value and to levy income-tax on them
‘at the maximum rate will be a greater hardship. I heartily join in support-
Aing the motion for passing this Bill.

Mr. President: The question is:

* That the Bill to consolidate and amend the law relating to income-tax and super-
tax, as drafted by the Joint Commitiee and as here amended, be passed.’

The motion was adopted.

AMENDMENT OF STANDING ORDERS.

Bir P. 8. Bivaswamy Aiyer (Tanjore cum Trichinopoly: Non-Muham-
madan Rural): Sir, I beg to move for leave to amend the Standing Orders of
the Legislative Assembly in the manner indicated in the various amendments
under this head. I owe an apology to the House for not having brought up my
‘suggestions 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-
mments were so referred.” With your permission, I propose to make a few
explanatory remarks with regard to these amendments, and do so once for
all, instead 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 of
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 announces 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 found that, after the motion has been made and discussed, 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 on the
question whether leave should be granted or not? It may be said that
here too a persen who has to object to leave being granted has to do a
somewhat invidious duty; but the invidiousmess is shared by the whole
House 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, T 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 make 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 suggestions for the
purpose of making it clear in what cases notice is necessary and in whab
cases 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
have, summed up in one Standing Order, the cases in which previous notice
is unnecessary. I may state that, in my amendment of this Standing
_Order and of a number of others which follow, I have based my suggestions
on the Parliamhentary rules of practice.as they are to be found in Ilbert's
‘ Manual of Procedure of the House of-Commons.” I do not think it is

necessary to make any further explanatory remarks about this Standing
Order, No. 80, - s

Then Sta.nd.i.ng 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 so by giving notice of the amemdmierit to the Beerettlr{ in the manner prescribed
for the originsgl notice. But if the amended notice materially departs from the terms
of the notice originally given, he will lese ‘any precedence given to that notice. The
amended notice must be given at the latest during a sitting of the Homse preceding a
day appointed for the motion.’ -

" This ispractically taken from Tlbert's Rules.
i ' to ! :

Btanding Order No. 80 (c) gives ‘the right' of postponing s motion to a
Iater day to-a Member who has given notice of a motion.

Standing Order No. 80 (d): This raises a question of practice with
fegard to which some explanation may be necessary. It relates to the
question whether any seconding is -necessary. in respect of any motion.
It has been the practice in the House of Commons to require a seconder
in support of every motion. It has been the practice in most Assemblies,
&nd, in fact, it is & practice which has been almost universally adopted.
It may be said that it is not necessary to require a seconder, because you
may take it for granted that there will be somebody or other speaking in
support of the motion. Now, my reasons for. suggesting that the Parlia-
mentary practice should be maintained are these, that, if you insist upon
this rule requiring a seconder, it may so happen that there are some
propositions which do not find a seconder and which are therefore lost.
So much, therefore, is gained in the matter of time. If a motion is so
absurd that it cannot find a 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 finish 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

- require a seconder, the seconder may be able to complete what

7"~ has been left unsaid by the proposer, whereas, if you do not
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 regard to Standing Order 80 (¢), it is merely a proposal
to vest distinetly 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. 30 (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 geen collected, the motion
may, with the leave of the House, but not otherwise, be withdrawn by the Member who
proposed it.’
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It is more for the sake of completing tbe Staﬁd.i.ng Orders upon the subject
and making an express statement of the practice that this suggestion has
been made, and it is also based upon the Parliamentary rule. '

Standing Order No. 30 (g):

* A motion of which due notice has been 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 b 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, 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
time, 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 *he ballot. 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 make, and another Member wishes to
make it, it is desirable that he should be allowed to do so.

Then Standing Order No. 80 (k) merely relates to the form in which a
motion should be made. -

Standing Order No. 32 (i) is a consequential amendment to the one
which requires a secounder.

Btanding Order No. 88: _
* After sub-clause (4), insert the follnwing' as sub-clause (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’.’

This is merely a convenient statement of a rule which is, as a matier
of fact, followed at present. :

* Sub-clause (6):,

* Not more than one amendment shall be proposed for consideration at the sama
time’.’ . )
* Sub-clause (7):

*If an amendment referred to is not intelligible without 'a subsequent amendment
or schedule, notice of the subsequent amendment or schedule oﬁt to be given before
the first amendment is moved so as to make the series of amendments intelligible as a~
whole’.’

This again is based upon the Parliamentary rule and it is self-explanatory.
¢ Sub-clause (8):
* 'he President has the power to select from concurrent amendments and to deter-
mine the place in which an amendment ought to be moved’.’
That again is a power the President cught to have and it is desirable to
provide for it clearly.
* Sub-clause (9):

* An amendment moved may be withdrawn on the request of the Mémber moving it
before the President has collected the voices '.’
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There is nothing in the rules at present about the withdrawal of amend-
ments, and that is why the suggostion 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 te commit the -Assembly to any approval of the principle of the Bill.’

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

.Stand.ing Order No. 87 (a):

* Where leave to introduce a Bill has been 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 , provided that no BiH shall 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.

In Standing Order No. 38(i), I would suggest that the proviso should

be omitted. That is a consequential amendment following upon what I
Lave just referred to.

Then, as regards Standing Order No. 39(ii), I suggest—and -this I regard
as an important amendment—that at the end of sub-clause (b), the following
should 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 has
agreed to refer the Bill to a Belect Committee, a separate motion may be brought for-
ward for the appointment of the Belect 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 Committee, 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 Legislative
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
‘been 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 a
Select Committee, 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 of 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 com-
petent to a Belect 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.’

This raises, again, an important question which has been raised in one
of the amendments suggested by Mr. McCarthy; and it is this, if a
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Bill is brought forward, is it or is it not competent to the Select Com-
mittee to go into matters not gerinane to the actual clauses of the Bill,
but germane merely to the fitle and preamble of the Bill? Supposing, for
instance, you bring in a Bill, say to amend the Code of Criminal Procedure
or some other Act, and there are certain sections which are roposed to
be amended in the draft Bill, and suppose certain chapters of tEe ‘Criminal
Procedure Code are left out entirely in the Bill, is it open to you to pro-
‘rose other clauses, new clauses having nothing whatever to do with the
draft Bill, but relevant. to the Bill only in so far as it is covered by the
title? That is the important question at issue in regard to this matter.
The President stated, at the time, that Mr. McCarthy’s motion was
brought, that the ob]ect of that motion was to bring up the question for
consideration. That is also the object of my suggestion. It proposes an
alterrativé rule to that suggestion which was made by Mr. MecCarthy.

Then I suggest that in Standing Order No. 41:

* Between sub-clanses (I) and (2) insert the following : <

* No business_shall be transacted at any sitting qnf ‘the Belect Com.m:ttee unless a
majority of the Members of the Committee is present

Then I suggest that in Standing Order 46. (1)l * three clear days * should
be substituted for * two clear days °, because it is really necessary to have
a little more time for consideration of these matters.

Then, in Stand.mg Order No. 61, I propose to insert the iollowmg as
ciause (c) :.

‘Or he may postpona the declslon to a later dute subject to the rules for t.he pre~
cedence_of Resolutions.’

Standing Order 61 provides that a Member, in whose name a Resolution
stands on the list of business, shall, when called on, do certain things; he
Las got certain courses open to him, he can either withdraw the Resolution
or move the Besolution; 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.

T then propose, in Standing Order No. 62, to substitute the following
for the whole Stand.ing Order :

‘ The Mover of a Resolution, when moving the same, and the Member of the Gov-
ernment to whose Department the Resolution relates may not ordinarily for more-
than' 30 minutes nor may any other Member speaking on the Resolution ordinarily-
speak for more than 15 minutes, but the President may, in his discretion, extend the
limits of time allowed.’

Asg 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 a Resolution, except with the permission of the President, shall
exceed fifteen minutes in dm-at.lon Provided that the Mover of a Besolutlon. when-
mowing ‘the same, and the Member of the Govarnment to whose Department the
Resolu.ion relatea, when speaking for the first time, may speak for thirty minutes.’

Now, as a matter of fact, we have found in practice that this limit of
thirty minutes cannot be rigidly 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 the case of the Mover and the:
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Member for Government to beyond thirty minutes, and in the case of
other Members to beyond fifteen minutes. At present, as the Standing
Order stands, the President has 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 ' fo insert the words ‘ and seconded”.”
This is really consequential.

Then I come to Standing Orders Nos. 67 and 69, both of which T
believe are consequential. :

Then I have put in another amendment, namely:

‘ The Assembly may at any time, on motion made, suspend the operation of any of
the Standing Orders with regarm’my ‘particular matter before the Assembly during-
a particular sitting.’

That, I think, is a very useful power to be conferred upon the Assembly.
Tt may so happen that it is not possible to comply with all the Standing
©Orders. It is a power which has been conferred upon Legislative Councils.
in other provinces, and T think it is a very useful power to fest in this.
Assembly also. With these words, I beg to move for leave to 'amend the
Legislative Assembly Standing Orders.

Mr. President: The question is ithat leave be given to amend the:
Legislative Assembly Standing Orders in the following manner:

Standing Order No. 28.

Omit all the sentences ‘except the first and insert the following in their stead :
* The question shall be forthwith determined by voices or if necessary bg a division.
If the Assembly is in favour of leave being granted, the President shall intimate-
that leave is granted and that the motion will be taken at 4 p.M. If the Assembly

is not in favour of leave being granted, the President shall inform the Member-
accordingly.’

If the above amendment is not a.ocepbe:d, omit the words ‘ if objection is taken’ in
the second sentence of the Standing Order.
After Standing Order No. 30 and before Standing Order No. 31, insert the following :
Standing Order No. 30.
(a) ‘ Bave as otherwise provided in these orders every motion proposed in the-
Assembly requires notice except in the following cases:
() A motion for the adjournment of the House or of the debate.

(i) A motion for s purely verbal amendment of a proposition before the
Assembly.

(##) A motion for an smendment rendered necessary by or conseguential upon
an amendment which has been already cerried.

(iv) A mction for an amendment that a Bill be referred or recommwitted to & -
Belect Committee or circulated or re-circulated for the purpose of obtain-
ing an opinion thereon.

(v) Cases where notice is dispensed with by the general concurrence of the
House. :

(8) *If a Member desires to vary the terms of a motion of.which he has given

notice, he may do so by giving notice of the amendment to the Becretary
in the manner prescribed for the original notice. But if the
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notice materially departs from the terms of the notice originally given,
he will lose any precedence given to that notice. The nmende{i gotiu

must be given at the latest during a sitting of the House preceding a -da
appointed for the motion.' 8 & P 7

Standing Order No. 30.

(e) * A Member may postpone to a later day a motion of which he has gjven
notice; but cannot fix it for an earlier day.’

Standing Order No. 30.
(d) (§) ° Every motion unless it i of a merely formal character must be seconded
by another Member before it is put from the Chair.’
() * Any Member may second a motion by saying ‘I second the motion * and
: may speak on the question during a subsequent period of the debate.’

Standing Order No. 30.
(e) * When a motion has been made and, where necessary, aeoondéd, the President
shall

state the question for the consideration of the House. If a motion

embodies two or more separate propositions, they may be proposed by.the
President as separate propositions.’ '

Standing Order No. 30.

“{f) * At any time after a question on a motion has been proposed from the Chair
and gefore the voices, both of the Ayes and of the Noes, have been collected,
the motion may, with the leave of the House but not otherwise, be with-
drawn by the Member who proposed it."

Standing Order No. 30.

(9) * A motion of which-due notice has been given may, in the absence and at
the request of thg Member by whom notice was given, be made by another
Member, 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 the motion shall drop.’ .

Standing Order No. 30.
(A) * A question when proposed from the Chair may be amended :
(a) by leaving out certain words in order to insert other words, or
(%) by leaving out certain words, ar
(¢) by inserting or adding other words.’

Standing Order No. 32.

(i) After the words ‘ has spoken’ in the first line, insert the words ‘and the
motion has been seconded ’.

Standing Order No. 33.

After sub-clause (4) insert the following as sub-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
digposed of.'

Subsclause (6).

* Not more than one amendment shall be proposed for consideration at the same
time’

Sub-clause (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 amendment is moved so as to make the series of amendments intelligible as
a whole.’
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S Sub-clause (8).
. ' The President has the power to select from concurrent amendments and to deter-
mine the place in which an amendment ought to be moved '.

Sub-clause. (9).

* An amendment moved may. be withdrawn on the request of the Member moving
it before the President has collected the voices.’

Standing Order No. 387.

Substitute the following for this Order :

‘In cases where motion for leave to introduce a Bill is required by the runles, 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 the Assembly to any approval of the principle of the Bill.’

Standing Order No. 37 (a).

* Where leive to introduce a Bill has been 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 Becretary provided that no Bill shall 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.’ -

Standing Order No. 38 (i).
Omit the provi;aa.
Standing Order No. 39 (ii).

'Jst- the end of sub-clanse (b), insert the following 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 %us motion, but when the Assembly
has agreed to refer the Bill to a Select Committee, a separate motion may be
brought forward for the appointment of the Belect Committee by the Ansem{:ly.’-

Standing Order No. J0.

At the end of sub-clause (5), insert the following as sub-tlause (éj B

** Unless specially instructed by the Assembly to that effect it shall not be competent
to a Select Committee to introduce a mew clause in a Bill or to introduce an:

a.Eendment.s which are not relevant to the subject matter of the diﬁ'eren{
clauses.’

Standing Orde: No. 4.

Between sub-clause (i) and (2) insert the following :

‘ No business shall be®transacted at any sitting of the Select Committee unleas a
majority of the Members of the Committee is present.’

.

Standing Order No. 6 (1).
Substitute ‘ three clear days’ for ‘iwo clear dbys.’- .

Standing Order No. 61.

Insert the following as clause (c):

e or he may postp the
cedence of Resolutions.’

3

ision to a later date subject to the rules for the pre-
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Sub-clause (2).
Standing Order No. 62.

Bubstitate the following for the whole Btanding Order :

* The Mover of a Resolution when moving the same and the Member of the Gov-
ernment to whose Department the Resolution relates may not ordinarily speak
for more than 30 minutes nor may any other Member s ing on the Resolution
ordinarily speak for more than {5 minutes, but the President may in his dis-
cretion extend the limits of time allowed.’ :

Standing Order No. 64.
After the word ‘ moved ’ insert the words * and seconded.’
Standing Order No. 67.

Omit.

Omit.

Standing Order No. 69.

Omit.

The Assembly may at any time on motion made suspend the operation of of
the Btanding Orders {;'it.h regud to any particolar matter before the A;ul:nbly Iﬂlairring
» particular sitting.’

The motion was adopted.

Sir P. 8. Sivaswamy Aiyer: Sir, I beg to move that the proposed
gmendments be referred to a Select Committee.

Mr. President: Does the Honourable Member mean the Select Com-
mittee which has already been appoinied to consider the Standing Orders
of this Assembly?

8ir P. 8. Sivaswamy Aiyer: I have no objection.

Mr. J. N. Mukherjee (Calcutta Suburbs: Non-Muhammadan Urban):
Ag the matter is now going to be referred to the Seleet Committee
gnd as it has been ruled that-in such a case the principle of the
matter about to be so referred should be taken as accepted by the
. Assembly, I should like to have a ruling as to whether, so far as the present

motion is concerned, the Select Committee will be precluded from consi-
dering questions of principle involved in this matter.

Mr. President: I gave a definite ruling on the last occasion that, when-
the proposed .amendments of the Starding Orders are sent to the. Belect
Committee by order of the Assembly, the Assembly is not committed to the
principle involved in each amendment.

The motion was adopted.

THE POLICE (INCITEMENT TO DISAFFECTION) BILL.

The Honourable Sir William Vincent (Home Member)s 8ir, I move
for leave to introduee:

* A Bill to provide a penalty for spreading disaffection among the police and for
kindred offences.”
Bir, as this is only the first reading of the Bill,—I am only applying for
leave to introduce it—I shall not detain the Assembly for any length of
time. Further opportunity will be afforded to the Assembly of discussing
the principles of the Bill at a later date, and I wish to treat this motion more
or less, if I may, as a formal one. The position shortly is this. In 1920,
when the non-co-operation movement was inangurated, the programme
of that movement included in its later stage attempts to get at the Army
sud the police. We addressed Local Governments, pointing out that the

]
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laws as regards attempts to seduce soldiers from their duty was fairly com-
plete, but that, as regards the police, it was apparently deficient, and
we inquired whether it was thought that any amendment of the law was
recessary. We had, of course, considered section 29 of the Police Act at
-the timg. Nearly all Local Governments indicated that legislation was or
would be necessary though organised sftempts 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.
Gur police are, as every one knows at present, subjected to constant harass-
ment in the way of boyecott and intirridation, 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 police 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 performed the most trying duties—
very difficult and dangerous duties—with great steadfastness and loyalty.
I do not think that Members of this Assembly are aware of all they have
suffered. They are always made aware if the police do anything wrong.
In point of faet, many of them have been murdered and many have 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 re-examined 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 that I shall have a further opportunity,
of 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: - .

Mr. President: The question is thnt leave be given to introduce a Bill
{o provide a penalty for spreading disaffection among the police and for.
kindred offences. '

The motion was adopted.

The Honourable Sir William Vincent: Sir, I introduce the Bill.

THE CIVIL PROCEDURE (AMENDMENT) BILL.

The Honourable Sir William Vincent: (Home Member): Sir, I now move
for leave. to introduce:~ . SRR

< A Bill further to amend the Provincial Small Cause Courts Act, 1887, and the
Code of Civil Procedure, 1908, in order to provide for the award of costs by way of
damages in respect of false or vexatious claims or defences in civil suits or proceedings.’

I think the House must be really tired of this Bill which has been béfore
it three times already. In Simla, I contemplated making a motion for furthér
considering the Bill as then introduced and subsequently postponed that in’
order to submit the principles of the measure to examination by a very:
influential Committee consisting of the Law Member, Mr. Lloyd, Munshi:
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Iswar Saran, Rai Bahadur Pandit Jawaharlal Bhargava, Mr. Samarth, Mr.
Kamat, Mr. Price, Mr. Krishnaswamy Rao, Mr. Hammond, Mr. Mitter,
Mr. Moncrieff Smith and myself. '

Well, Sir, the Members of that Committee did consider that Bill at great
length. I thought 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
explained in the Statement of Objects and Reasons.

The motion was adopted. )
The Honourable Sir William Vincent: I introduce the Bill.

-

THE INDIAN EMIGRATION BILL.
Mr. J. Hullah (Revenue Secretary): I move, Sir:

* That the -Report of the SBelect 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
kas 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-
toted which would be consulbeg by the Governor General in Council befcre the issue
of any rule under this clause.’

I have to announce that the Government of India accept this recom-
mendation to constitute a permanent Standing Committee for Emigration;
in fact, it is in acecordance 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.

Rao Bahadur T. Rangacharilar (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 had to-day. Itis a very important Bill and
I do not know if you consider it advisable that we should go on with it to-day.

Mr. President: I am prepared to hear opinions on that subject, but
8 variety of circumstances has brought it about that 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 as we can to-day. I am entirely in the
hands of the House. p

Munshi Iswar 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 Mr. B. N. Sarma (Revenue and Agriculture Member):
The Government has no objection to its being taken up on the next official
day. . We are entirely in the hands of the House.
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Mr. President: I have no objection to rising now. The condition of
the programme is, however, such that we cannot afford to lose any time,
so 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
Government has no objection to this Bill being postponed to the next day
to which official business is allotted. '

Before the House adjourns I have to inform the House that I h&ve
received an important communication, signed by a large number of Mem-
bers of the House that, as February the 2nd is the occasion of amn
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
s day usually allotted, as Members are aware, to the transaction of non-
official business. An attempt will be made to regain the day thus lost,
but I cannot exactly say how that will be done at this moment.

The Assembly then adjourned till Eleven of the Clock on Tuesday,
the 81st January, 1922. . -
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