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COUNCIL OF STATE. 
Tue8day, 12th MaTch, 1929. 

The Council met in the Council Cha.mber of the Council House at Eleven 
of the Clock, the Honourable the president in the Chair. 

QUESTIONS AND ANSWERS. 

NUMBER or MuSLIM -UiD NO:N-MuSLIM TEMPORAB,Y ENGINEERS AND 
'APPRENTICE ENGINEERS. ' 

96. THE HONOURABLE MIt: MA1IMOOD SUHRAW ARDY: With re-
feren(,'El to the reply to my question No. 134 in the Counoil 'of State Debates 
on 21st September, 1928, in Volume II, No.6, will Government be pleased to 
state the J~umber of Muslim. and non-Muslim temporary Engineers and Appren-
tice Engineers, provinCe by province (including the Delhi and North-West 
Frontier Provinces) ! with "'eir percentage to the tota.l in each case ! 

TIm HONOURABLE MJr.. A. C. MeW ATTERS : • The informa.tion required 
is given in the statement laid on the table. 

8taUmehl .howing th" number oj Muslim and non-Muslim Umporary "ngim6rs and ap-
prennce engineers, prooiftU by province, tDitIi their p6rcefttage 10 th6 lO'a,l in p,QCh 
CG!r6. 
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- COUNCIL 01' STATE. [12TH MAll. 1929. 

NUDD 01' MuSLDIs, Hnmus AND' SIKlIS APPOINTED OR PROMOTED '1'0 TJDI 
POST 01' SUB-DIvISIONAL OI'I'IOBBS OR AsSISTANT ENGlNBEBS IN TJDI 
DBLHI AND NORTH-WEST FBoNTIEB PBoVINCBS. 

97. Tm: HONOURABLE MR. MAHMOOD SUHRAWARDY: Will 
Government be pleased 1;& state the number of Muslims, Hindus and Sikhs, 
appointed or promoted to the post of Sub-divisional Officers or Assist.a.n'. 
Engineers from February, 1928, to February, 1929, in the Delhi and North-
West Frontier Provinces. 

TIn HONOURABLE MB. A. C. MoWATTEBS: Delhi-Muslim none, 
Hindu one, Sikh one. North-West Frontier Provinces-Muslims four, Hindu 
one, Sikh none. 

AaTIOLB 1111' THE " INQALAB " OF LABoRE BBOABDJl{G TJDI ESTABLISlDOIlNT 
OF THE PuBLIC WORD DBPARTMBNT, DBLHI. 

98. Tm: HONOURABLE MR. MAlIMOOD SU'HRAWARDY: Has the 
attention of Government been drawn to an article published iD. the Urdll 
newspaper" Inqal&b ", Lahore, of 5th December, 1928, regarding the estab-
lishment of the Delhi Public Works Department and wha.t action has been 
taken on it 1 

Tal!: HONOURABLE MR. A. C. MoW ATTERS: The reply is in the nega-
tive. • 

DISOIl'LINABY AOTION AGmST SuB-DIVISIONAL OJonOBBS AND StJlJOlLDI-
NATES 01' THB PuBLIO WORKS DBPARTMENT, Dm:.m, WlIO OOLLBOTJIID 
FUNDS FOR BABDOLI. 

99. THE HONOVBA.BLE MR. MAHMOOD SUHBAWARDY: ((I) Is it a. 
fact that the Sub·divisional Officers and subordinates of the Delhi Public 
Work.'I Depa.rtnYent colleoted funds and sent them to Bardoli to help the eivil-
Disobedience Scheme 1 

(6) Is it a fact that the Officiating Chief Engineer, Delhi, communi-
eated a proposal to the Government of India (between July and October, 
1928) to dismiss under the Government Servants' Conduct Rules one of the 
Suh-divisional Officers who sent a subscription to Batdoli , 

(e) If'1!o, what disciplinary action has been taken against those 
Sub-divisional Officers and subordinates under the Government Servants' 
("..anduct Rules' . - , TIlE HONOURABLltMB. A. C. MoWATTERS: (a) Government II.re unable 
to l.'1ay whether the fact il'1 as stated. 

(6) The Officiating Chief Engineer made no such proposal. 
(e) Does not arise. 

PROMOTION OF SUBORDINATES AS SUB-ENGINEERS AND TEMPOBABY 
ENGINBBBS, PuBLIO WORKS DEPARTMENT, DELHI. 

100. TIm HONOURABLE MB. MAHMOOD SUHR.AW ARDY: With 
• reference to the reply to my question No. 135 (c) in the Council of State 

Debates on 21st Septe~ber, 1928, Volume TI, No.6, will Government be 



QUE8'l'IONS AND ANSWERIJ. 2M 

• :pleased: to state the names of tile BUbordin&tes having qualiBcatioD8 
-equa.l to OJ; lower than those of Pa.ndit UdhoRa.m., who were promoted 
-to t~e post of. Sub-Engineers and Temporary Engineers in the Delhi 
Public Works DepMtment' 

T1IB HONOURABLE MR. A. C. MoWATTERS: None. 

NUJOEE OF ENGINEERS AND SUBORDINATIIIS WORKING AS SUB-DIVISIONAL 
Ol!'l!'IOERS IN THE PUBLIO WORKS DEPARTMENT, DELHI. 

101. THE HONOURABLE MR. MAHMOOD SUHRAWARDY: (a) Will 
110vernment be pleased to state the respective numbers of engineers a.nd Bub-
·ordinates working Wl Sub-divisional Officers in the Delhi Public Works Depart-
ment! (b) Are all Sub-divisional Officers (put on construction of buildings) 
'bound to work &like in respeetof supel"riBion, deeigrting and ma.na.gement of the 
-work! (r:) Is the q1J8llificatitm of subordina.tes wOr~g Wl Sub-division&l 
'Officers equal to that of engineers Wl published in the" Gazette of India no 
No, 4, Pan I of 181!l8 ! 

THE HONOUMBLB MR. A. C. MoWATfERS: (a) Engineers 4, subordi-
"ilIIte8 - J 2. 

(b) The work expected of Sub--divisional Officers in respeot of supervision, 
.designing and ma.nagement of the work is in accordance with their aptitude. 

(6) No. 

NUJIJRB 0.- MuSLDIS AND; NON-MUSLIMS APPOINTED AS SUBORDINATBS, 
CLEBKS AND DRAl!'TsMEN IN THE PuBLIO WORKS DEPARTMl!:N'i', DELHI. 

102. THE HONOURABLE MR. MAHMOOD SUHRA W ARDY : Will 
'Government be pleW!ed to state the number of Muslims and non-Muslims 
appointed· in the Delhi Public Works Department from Februa.ry, 1928, to 
February, 1929, as subordinates, clerks and draftsmen! • 

THE HONOURABLE MR. A. C. McWATTERS: Muslim one, non-Muslims 
five. 

• 
NUMBER OF WORKS ASSISTANTS IN THE PUBLIC WORKS DEPARTMENT, DELHI. 

103. THE HONOURABLE MR. MAHMOOD SUHRAWARDY: (a) Will 
Government be pleased to state how many Works Assistants are serving in the 
Delhi Public Works Department! (b) Are their services secured on agree-
ment ~ Is each of them appointed to l&ok after a.sepa.rate clWls U1 work' 
(e) What are their que.lifications ~ (d) Bow many of them are working as 
Sub-divisional Officers! (e) Do they know Public Works Department 
·&Ccountl'l ? 

THE HONOURABLE MR. A. C. McWATTERS: (a) Sewn. 
(b) 1les. • 
(e) Works Assistants a.re selected for their experience and know ledge of 

-the pra.ctical working of their trades. 
(d) None. 
(e) They ha.ve sufficient knowledge for their duties. 



COUNCIL OF STATE. [12TH MAR. 1929.-

NUlIBEB OF EuBoPEAN EXECUTIVE ENGINEERS IN THE PuBLIC WORXS DE-
. l'~, DELHI. 

104. THE HONOUBABLE MR. MAHMOOD SUHRAWARDY.: Will 
Government he pleased to state the number of EUropean Executive Engineers-
excluding electrical engineers semng in the Delhi Public Works Department' 

THE liONOUWLE l\U. A. C. MoWATTERS: None. 

THE HONOURABLE MR. MAHMOOD SUHRAWARDY: Why, Sil'! 

THE HONOURABLE MR. A. C. McWATTERS: I /Shall have to examine 
that point, Sir. I unly know there al'e none. 

QuA.LIFIED MUSLDI CA.lII'DIDA.TES FOB THE POSTS OF ENGINEERS IN TBB 
PuBLIo WOB.K8 DEl'ARTJIBNT, Dm.m. 

105. THE HONOUBABLE MR. MAHMOOD SUHRA W ARDY: With refer--
ence to the reply to my question No. 101 in the Council of State Debates on 
17th September, 1928, Volume II, No.3, will Government be pleased to statb 
(a) when the sta.tement showing the names of the Muslim candidatbB is going-
to be laid on the table! (6) The year and poet in which and pay on which 
Mr. Mohamed Ha.nif was appointed' (c) Whether Mr. Mohamed Hanif ja. 
working in any of the Divisions in the Delhi Public Works Department 8.& 
an engineer t (el) If not, the year in which he left the Delhi Public Works 
Department! (e) Whether any of the Muslim registered candidates of the 
Delhi Public WOl'ks Department has been given a chance of appointment 8.&. 
an engineer a.fter.theappointment of Mr. Mohamed Hanif ¥ (J) H not, why 
not! 

THE HONOUllABLE MR. A. C. McWATTERS: (a) Tht: IoItateruent was. 
furnished to the Hunourable Member de-mi-officially on the 18th September. 
1928. &-

(6) Mr. Mohamed Hanif was aplJOinted in 1923 a~ a Temporar.'i Engineer 
on a pay of Rs. 250 ver mensem. 

(c) No. 
(d) He left the Delhi Public Works Department in the !:iame year. 
(e) No. 
(1) There has been only one appointment of Tempol'al'Y Engineer since-

1923. 

EM:PL~:MENT OF BA.Bu..RUl' NABAfN AS Sul'EBDlTENDENT, W-III SECTION, 
CE:N'l'B.A.L OFFICE, PuBLlO WOBKS DEl'ARTJlENT, DELHI. 

106. THE HONOURABLE MR. MAHMOOD SUHRAWARDY: With· 
reference to the reply to my question No. 112 in the Council of State Debates 
on 17th SeptembeP, 1928, Volume IT, No.3, will Government be pleased to 
state the result of the enquiry regarding Babu Rup Narain ! . -

THE HONOURABLE MR .. A. C. McWATTERS: Further infol'JIlation 
was ('ommunicated demi-officiallv 10 the Honourable Member on the 20th 
SE'ytcmber, 1928. A copy of the demi-official letter will he ~ent to him 
separately. 
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SAFEGUABDING 01' THE 0x.A..nIB OJ!' MINoRITY COiomNITIlIIS IN THE PuBLIO 
WOBKS DEPARTMlIlNT, DEL1II. 

107. THE HONOURABLB MR. MAHMOOD SUHRAWARDY: Will 
·Government be pleased to state : 

(t.z) The number of M1l8lim Superintennents in the Chief Engineer's office, 
Fublic Works Department, Delhi. 

(b) The number of M1l8lim Head Clerks and Accountanta in the Delhi 
Public Works Department ~ 

(e) Percentage of Muslim and Indian Christian clerks in the Delhi Pllblic 
Works Department' 

(d) Whether any step hag been taken in the Delhi Public Works Depart-
ment to prevent class monopoly and to safeguard the olaims of minority 
-communities , 

THE HONOURABLE MR. A. C. }IcWATTERS: (a.) None. 
<IJ) Three. 
(e) 23·5. 
(d) There is no class monopoly, but in making appointment.s the claims 

of the minority communitie!l are kE'pt in ,,-iew. 

NUMBER OF MUSLDI DEALING AssIsTA.NTS IN EACH SEOrION OJ' THII ·PITBLIO 
WOBKS DEPABTJDIDiT, DELIIl. 

108. THE HONOURABLE MR. MAHMOOD SUHRAWARDY: Will 
-Government be pleased to state (a) the number of Muslim dealing Assistants 
in eaohsection ofthe Delhi Public Works Department ~ (b) Whether it is 
a fact that, some· M1l8lim dealing olerks (assistants) are not given special 
inorementa! .ee) If so, why' 

• 
THE HONOURABLE MR. A. C. McWATTERS: It is ·presumed that the 

question refers to the Central Office of the Delhi Public Works Department. 
The reply is-

(a) Accounts Section, three; Budget Section, two; Works Section I, 
one; Works Section II, nil; Works Section III. one; Accommodation Section, 
one; Rent Section, one; Establishment Section, nil .. 

(b) Yes. 
(c) Because they are not considered worthy of them . 

• DISCIPLINARY MEASURES AGAINST CERTAIN CLERKS IN THE HEALTH OFFIOE, 
NEW DELm. 

109. TIlE HONOURABLE MR. MAHMOOD SURRA W ARDY: Will the 
Government be pleased to state what disciplinary DleasUftli! have been t~en 
.against one Habu Jagmohan Nath Kaul, Head Clerk, and Babu Banarsi Dass, 
2nd olerk, of the Health Office, New Delhi, in a fraud case wJaioh recehtly 
occurred in the Health Office, Delhi 1 

THE HONOURABLE KHAN BAHADUR SIR MUHAlLUD HABIBULLAH I-
No disciplinary measures were taken as there was no case of f::aud. . 



2tJ2 OOUNCIL OF STA7E. [12TH MAR. 1929. 

FALL OF A PORTION OF A IlEA VY STon BRACKET FROM THE EAST SIDE POBCJ[. 
OF THE COUNCIL CluMBER, DELHI. 

110. To HONOUlWILE MR. MAHMOOD SUH&AWARDY: (.) Is it a 
fact that a heavy stone bracket fell down from the east side porch of the 
Council Chamber, Delhi, some months ago' (b) If so, whatwasitscubical 
content and weight 1 (e) What was the cost of replacing it and who is 
responsible for this' (d) Is it a fact that this is the fourth fa.ll of material from 
the Legislative Building 1 

THE HONOUB.ABLE Mr. A. C. McWATTERS: (a) A portion of the stone-
bracket fell from the east side porch of the Council Chamber. 

(b) The piece which fell is no longer in existence, but its cubical content 
was a.bout 2 cubic feet and weight about 3 maunds. 

(e) The cost of replacing it was Rs. 77 and was phid by Government. 
(d) Th{' reply is in t,he negative. 

NAMES OF THE ENGINEERS AND SUB· DIVISIONAL OFFICERS POSTED ON PRE-
SENT CONSTRUCTION WORX NOT BELOW ONE LAKH IN THE PuBLIC 
WORKS DEPARTMENT, DELHI. 

Ill. THE HONOURABLE MR. MAHMOOD SUHRAWARDY: Will 
Government be pleased to state the names of the Engineers and Sub-divisional 
Officei's who are posW on the present OOnstructiOllB not below one lath in the 
Delhi Public Works Department, ~th the ilames.of the constructions , 

THE HONOU:RABl.E MR. A. C. McWATTERS: A statement giving the-
information lisked for is being furnished to the Honourable MfllIber. 

REVISION OF RATES IN THE APPBOVED AGBEJDIENT cHr SARDAR ])IIABAJI[ 
SINGH, CONTRACTOR OF GOVERNMENT HOUSE, NEW DELm. 

112. THE HONOUlU.BLE MR. MAHMOOD SURRA W ARDY : (.) Haa. 
the officiating Superintending Engineer, 2nd Circle, revised the rates in 
the approved agreement of Sa.Mar Dharam Singh, Contractor of Government 
House' (b) Will this revision of rates effect a loss of about 4 la.khs to 
Government and profit to the Contractor' (e) If 80, will Government be 
pleased to state under what rule this revision of rates in an approved agree-
ment is made , 

THE HONOURABLE MR. A. C. McWATTERS: (a) No. 
(brit-nd (e). Do not arise. " 

NUMBER OF CONTRACTS FOR WOODWOBltS GIVEN TO SABDAR SUNDER SINGH. 

113. THE HONOUBABJ,E MR. MAHMOOD SUHRAW.ARDY: Will 
Government beple~d to state the number of contracts for woodwork only 
wven to S. Sunder Singh, Contractor, within the last three yea.rs and the 
nam~ of the Executive Engineer recommending him ¥ 

THE HONOURABLE :MR. A. C. :McWA'ITERS: The numbt'r of WOl'k 
O!dell>l and contra('ts in the wood "orbhop given to S. Sunder Sillgh 
during th{' last thrf{, y{'ar8 ha,; been 65 which r{'prl'St'nts 9 P{,f ('{'nt. of the 
tot.al numher. 
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The wood workshop has been in the executive charge of tne following 
officers: 

Mr. T. S. Malik. 
Mr. Mohammed Sulaiman. 
R. S. Sham La!. 

SPECIAL PAY OF AsSISTANT DIRECTOBS-GENERAL OF POSTS AND 
TELEGRAPHS. 

114. THE HONOURABLE MR. MAHMOOD SUHRAWARDY: (a) Is it 
a fact that the Assistant Directol'8-General in the office of the Director-
General of Posts and Telegraphs get a special pay of Rs. 125--150 in addition 
to their super-Secretariat rate of pay, namely, Rs. 1,000-00-1,500 , 

(b) If so, will Government please say whether theconditiQDS .id down in 
the Fundamental Rules governing the grant of duty allowance or speoial h'!: fulfilled. in the case of. the Assis1;fnt Directors-General' Bas tIt.e 

. . oe Department ever been cons~ in '\he matter' If ,Dot, why not' 

THE HONOURABLE MR. A. C. McWATTERS: (a) Assistant Directors-
General draw a special pay of Rs. 125 in addition to their pay of Rs. 1,000-50-
1,500. One Assistant Director-General draws a special pay of Rs. 150 which 
he was drawing before the reduction in the special pay was etJected. 

(b) The replies to the first two parts of the question are in the affirmative. 
The third part does not arise. 

PAY OJ' AssISTANT DmECTOBS-GENEBAL OF POSTS AND TELEGRAPHS. 

115. TIm HONOURABLE MR. MAHMOOD SUHRAW ARDY : Will 
Government please state (a) whether the scales of pay of the Assistant 
Directors·General of the Director-General, Posts and Telegraphs' office, have 
been fixed with reference to their Secretariat or super-Secretariat nature of 
~! • 

(b) If so, does the same consideration apply in the case of the cleriQal 
staft ! 

(c) If not, on what considerations was the pay.of the Assisttnt Directors-
Genera11lxed at. the same minimum of Re. 1,000 and the same rate of 
increment of Rs. 50 as for Assistant Secretaries. 

THE HONOURABLE MH. A. C. McWATTERS: (a), (b) and (e). If the 
Honourable Membe!' will refer to paragraph 25 6f the Proceedings (J the Htllud· 
ing Finance Committee, dated the 26th Jpnuary, 1928, and pal'llgrap~13 and 
item" E" of Appendix 1 of the Proceedirgs, dllted the 28th JanU81:Y. 1927, 
he will find the information which he lequiIes. 

GRAVE APPREHENSION ABOUT THE COURSE OF EXCHANGE DURING THE YEAR. 

116. TIlE HONOURABLE RAI BA.H.ADUR LALA RAM SARAN DAS' (on 
behalf of the Honourable Raja Moti Chand): (a) Is Government aw&ro of 
the gnwe a.pprehension which exists a.bout the course of Exchange during 
• year in consequence of the rise in the Bank of England rate from 41 to 51 
per cent. t (6) What steps does Government propose to take to allay the 
apprehension and to steady the rate of exchange ! 
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THE HONOURABLE MR. E. BURDON: The Honourable Member has not 
explained the nature of the grave apl\rehension which it;, said to exist in regard 
to the course of exchange. If he will ask me a quest.ion in more specific terms 
a.nd will give me due notice, I will do my best to answer it. On the present 
occasion all that I can !lay is that since the Bank of England rate was raised 
from 41 to 51 per cent., t.he market rate of exchange has varied between 
1.,. 5Hd. and lB. 6d. only while Government. have been able to effect substantial 
remittances at not. less t.han the latter rate. Government, as the Chief Currency 
Authority, will continue to take such steps as they deem to be suitable in 
order to prevent abnormal variations in the rate: in other words, to maintain 
stahility. 

UNCOVERED MONSOON BILLS HELD BY THE BANKS IN CALCUTTA, Ero. 

117. THE HONOU1U.BLE RAI BAHADUB. LALA. RAM SARAN DAS (on be-
half of the Honourable Raja Moti Chand): (/I) Is Government aware of the 
fact that the Bailb as a whole in Caloutta hold up to £5,000,000 of unCovered 
Monsoon Bills, which they boogbj on a basis of 4: 1\ths per cent., audit is ·in 
this that the Banks have been most Be"\'erely hit by the rise in the Bank of 
Eng1a.nd rate ! 

(6) Will Government be pleased to state whether there were full tenders 
at 1/5*' 

(c) Is Government going to reduce it. buying rate for sterling below 
the h. 6d. level' 

THE HONOUIU,BLE MR. E. B'L'RDON: (a) Government. have no infor-
mation that the position of the banks as a whole in Calcutta is a.~ suggested; 
nor are they in a position to obtain accurate information on this subject. 

(b) and (c). Dw-ing the first two weeks of February a certain number of 
ienders at 18. 5ttd. were received and were rejected.· Since then Govern-
ment have been ahle to lJurchase the full amount required at 18. 6d. and above~ 
Government are not. prepared to disclose now or at any time what their buying 
rate if! to be. Clearly it. would not be in the public interest for them to do so. 

IMPORT OF FOREIGN WlIBAT. 

llS. THE HONOU1U.BLE RAJ BAHADUB LA.I.A RAM SARAN DAS (on be-
half of the Honourable Raja Moti Chand): Will Government be &e&Bed toO 
8ta.~ what amount of foreign whea.t has been imported into '11. from 
October 1928 to February 1929 ! 

THE HONOURABLE KHAN BAHADUR SIR MUHAMMAD HABIBULLAH: 
From October 1928 to January 1929, 270,987 tons of wheat wt're imported 
into In<.::ia. The figures.for Febtuaty are not. yet available. 

NUlIIBER OF DECOAN! MusSALMANS lDKPLOYED IN THE DIJ'l!'ERENT INDIAN 
REGDlBNTS. 

. 119. THE HONOU1U.BLE MR. MAHMOOD SUHR~t\. W ARDY (on behalf 
.of the Honourable'Sir Ebrahim Haroon Jaffer): Will Government be pleased 
to ~tate: 

(a) The number of Deccani Mussalm&U8 employed in the different; 
Indian regiments in India ; 

(b) Whether they intend to reduce this number; 
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ee) If SO, why; 

(d) Whether they have issued any fresh instructions to abolish the 
-existing Deccani Muslim companies from the MlJ.hratta. regiments; and 

(e) Whether they will place a copy of such instructions on the table , 

THE HONOURABLE MR. H. G. HAIG: His Excellency the Commander-
in-Chief being unavoidably absent from Delhi, I will, with 'your permission, 
:Sir, answer this question on his behalf : 

(a) Approximately 1,400. 
(6) and (e). There is at present no intention of reducing the number of 

Deccani Mussalmans serving in the cavalry. As regards infantry, there is a 
proposal to reorganize Indian infantry battalions to conform with the reorga-
nization of British Infantry hattalions. If this proposal is cat'ned out, there 
will be a reduction of the Deccani Mussalmans serving in regular infantry 
battalions, as of certain other classes. As an anticipatory measure a. slight 
reduction of certain classes in infantry bat~lions has been ordered. 

(d) AI!! I have already indicated, Government are considering certain 
proposals. 

(e) Government do not propose to lay any paptln;; on: this subject on the 
i·able. 

BILL TO AMEND SECTION 44 OJ' THE CODE OJ' CIVIL PRoCEDURE. 

120. THE HONOU1lABLE MR. MAHMOOD SUHRAWARDY (on beba.lf of 
-the Honow'able Sir Ebrahim Haroon Jaffer): Will Government be pleased 
-to state: . 

(a) What, were the reasons for dropping the Bill brought in the 
Legislative Assembly and published in the GazeJ;te of lpa, dated 1st 
March, 1924, further t.o amend section 44 of the Code of Civil Prooedure, 
1908; 

(6) Whether one of the reasons was that the ba.la.noe in favour of decree-
holders in the United Kingdom over decree-holders in IndUt would be 80 
considerable that the proposed measure cannot be said to provide a reason-
.,hIe degree of reciprocity ; 

(e) What steps they have 80 far taken to remove this objection; and 
f 

(d) Whether they intend to re-intrpduoe the Bill a.fter remo..ang the 
-objections ra.ised by the last Select Committee on 17t11 February, 1925 , 

THE HONO"CRABLE MR. H. G. HAlO: (a) The Honourable Member is 
referred to the Report of the Select Committee, dated 17th February, 1925, 
which recommended that the .Assembly should not proceed further with the 
Bill.' •. 

(6) Yes. 

(c) and (d). The difficulty pointed out by the Select Committee can be 
met only by an amendment of the En~ish law llhich, as the Honourable 
Member \\-;ll understand, the Govemment of India have nc) }lower to t'ffed. • 
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ADDITIONAL EXPENDITURE IN CONNECTION WITH THE SITUATiON ON THE 
AJ-IlHAN FRONTIER. 

121. THE HONOURABLE RAI BAHADUR LALA RAM BARAN DAB (on be· 
haH of the Honourable Raja. Moti Chand): Will Government be pleased to 
state (a) what additional expenditure bas been necessary to moot the situation 
on the Afghan froo.tier owing to the inte~l troubles in that cOWltry t 

(b) What appropriatiolb1, if any, have been made from the savings of. 
the other departments for the requirements of the Foreign DeJ1&rtment , 

THE HONOURABLE MR. C. C. W ATBON: The information is being collect.· 
ed and will be supl'lied to t.he Honourable Member in due coul'l!e. 

RILl .. PASSED B""Y THE LEGISLATIVE ASSEMBLY LAID ON THE: 
TABLE. 

SECRETARY OFTHE COUNCIL: Sir, in accordance with Rule 25· 
of the Indian Legislative Rules, I lay on the table copies of a Bill further to-. 
&Dle>nd the Indian TarUf Act, 1894, for certain purposes, which was passed. 
by the Legislative Asse>mbly at its meeting held on the 6th March, 1929. 

RESOLUTION RE DEDUCTIONS WHEN DETERMINING INCOME-TAX 
OF LOSSES INCURRED BY PERSONS WHO STAND SURETY OR 
LEND MONEY. . 
TlIE HONOUBULE RAJ BAHADUR LALA RAM SARAN DAB (Punjab: 

Non-M:uha.m:ma.d4m): Sir, I rise to move the Resolution which stands in my 
name and which reads as follows: 

.. This Council recommends to the Go\'emor General in ('-ouncil that. if any person 
who ;11 not. regular money·lender stands surety for another person or 1euds money and 
iDcul'!! 10sII thereby, suC'h loss be allowed as a deduction when determining his income-
taz." ... 

Sir, I would draw the attention ~f tbis House to the exemptions under section.f-. 
8ub-clau~e (3) (vii), of the Income-tax Act, which reads as follows: 

•. Any rcceipts not being reC'eipts arising from business or the exe1'(,ojse of a profesaioDf 
vocat,ion .. l,r Ol'Cupftt-ion whiC'h are of a CaRual and non·recurring nature or not by WRy of 
aD additwn to the remunerat'on of an empfoyee •• _ ••.. " 

I am sorry to find, Sir, that a narrow construction has been put upon the 
wording employed in the aforesaid section. It has been held by various 
High Courts in India that howsoever remotely connected with business any 
c&8u~1 profit or ga..in might be, it can be taken 'inte consideration for the 
purpo!leK of Il8l'1essment. For the> sake> of illustration I will take the case of 
Sir Purshotamdas Thakurdas of Bombay ver8'IUI the Commissioner of Income-
tax, Bombay. The question arose whether the sum of Rs. 1,88,700 received 
by Sir Purshotamdas on account of his remuneration for selling the stock of 
cotton of a particular firm and distributing the same> aDlongst the creditors 
was liable to aslreSl!ment. The High Court of Bombay he~d that the amount 



DEDUCTIONS WHEN' DETERMINING 'INCOME-TAX OF LOSSES INCURRED BY 267 
PERSONS WHO STAND SURETY OR LEND MONEY. 

was liable to be /lBsessed under the provisions of the Income-tax Act. It was 
not denied that Sir Purshotamdas Thakurdas was not a receiver by profession 
or vocation. He was doubtless a great Bombay merchant, and by virtue 
of his position as such he was entrus~d with this work. Although this isolated 
transaction was wholly unconnected with his business, it was held as taxable. 
I do not question the decision of the Bombay High Court; rather it supports 
me inasmuch as it was clearly held that even though it was a single transaction 
standing by itself, neither preceded nor succeeded by any similar item, it was 
held to be taxable. This inference was drawn from the reading of section 
4 (3) (vii), which says that" it must not be arising from business". I em-
phasise the word" business ", and would draw the attention of Honourable 
Members to the omission of the letter " a " before " business ". I give below 
a quota'tion from the ruling 318 of 1925 of the Bombay High Court : 

.. If. hall been argued for the assesseE' that these receipts do not arise from bWliness, 
that busine1!8 ('onnotes continuity IlDd that. only the receipt!! arising from a buslDe8s which 
is carried on continuously clln be assealled. But the section refel'fl to receipt.s arising from 
business and not to receipts arising from a busineSR. The definition of • business' in 
section 2 (4) is as follows: 

II busine8!l in!'lndes anv trade. cummereE' or manuflu.ture or Anv ad,·enturE' or CODr 
cern in thE' nature of trade, commerce 01' manufacturE' " 

and consequently it is not necesllary that the receipts should arise from a buainE'8;; con· 
tinuously ('amed on dluing the year to mal;e them liable to assessment. E,'en if they 
arise irom a single ad,·enture in bURiness they would be liable to be taxed.'· 

Further on, Sir, in the same judgment the Honourable Judges ruled: 

.. We are clearly of opinion therefore that the remuneration earned by the as_ 
owins to his hadng been appointed under a power of attorney by Umar Subhani to realize 
the cotton whi!'h he had purchased must be construed as receipts arising from bUBineBB 
and is therefore liable to taxation. There is no need consequently to consider the argu· 
ments of the ('.ommissioner with regard to the meaning of the worn • business' or the 
casual or the F.nlllish authorities which ha,·e been cited before lUI. The answer t·o the 
reference will be that in om opinion the receipt!'! in q lIeiltion are not entifted to he exempted 
from taxation. " 

I would particularly ask the House to note that " business" has been detinerl 
in the Act as "any trade, commerce or manufacture or any \dventure or 
concern in the nature of trade, commerce or manufacture". It is obvious, 
therefore, that it is not necessary that receipts should arise from business 
continuously carried on throughout the year to make them liable to assess· 
ment. Even if they arise from a single transaction or adventure in business, 
they are liable to be taxed. Since the passing of that judgment, the Income-
tax authorities have begun to tax such casual receiptfl however rem~y con· 
nected they may be with business. But on the analogy of the ruling quoted 
above, casual loss should also be allowed. This is the object of my Rel!olu-
tion, which can for thE' sake of discussion hE' 'divided into two parts. Firstly, 
when a person stands surety for another for some consideration, a'ld second,y, 
without it. In the start of a busineER or profeRsion therE' 'ts no regularity in 
the transactions. If a sufficiently large numhE'r of transaction!' turn out to 
be lucrative, that E'ncourages the man and he follows it. That is the every-
day experience of the business world. Supposing in an endeavour to find 
whetheI: such a job as standing surety for another suits one or not a· loss is 
sustained by him, then surely such a loss should be set off ag;linst his incom~ 
because to-the extent of that loss his income has diminished bpcause that 
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income only is to be charged to tax which is arrived at after defraying exp3mes 

:and such 10000S, "ide section 24 (1) which reads 88 follows : 
.. Where any assessee sustains a 1089 of profits or gains in any year under any of the 

head!.' mentioned in Be/ltion 6 he shall be entitled to ha.,-e the amount of thc los!! 'let off 
A~,.jllllt his income, profits or gains under any other head." • ~ 

'There is no denying the fact that the loss so incurred is not in any way con-
nected with domestic expenses or affairs. It is an endeavour, pure and simple, 
..and if unfortunately the transaction turns out to be a bad one, the fact remains 
that the loss is one which should be set off against the income. It is genera.lly 
the case that consid~ration for standing surety is only obtained from such 
~rsons whose business respectability the surety does not hold in high esteem. 
Whether one obtains consideration or not is immaterial. It solely rests on 
the respecta?ility and soundness and the want of it. A busines; man has 
these considerations while hazarding his money in this manner, for no action 
is at all a gratuitous performance; if any, it is in the business world. Even 
when no considerat.ion is obtained_ultimate gain is in view. Neither in the 
Indian Income-tax Act, nor in the English Act is any distinction made between 
an income from a legal or illegal BOur:ce, moral or immoral trade. I will read 
.aparagraph from page 128 of Mr. Aiyangar's commentary on Income·tax 
-(Partridge V. Mallandaine 1886-18 Q. B. D.-276) : 

,. As presumably profits from any )dnd of gRmbling, legal or illegal ••.•••.. " 

THE HONOURABLE THE PRESIDENT: Order, order. I think the 
Honourable Member is rather gett.ing away from his point. I cannot see what 
the question of illt'lgality or legality of incomtl or immorality or morality of 
t.he source of in<'ome has to do ,~ith the Resolution which he is now proposing 
to the House. 

TUE HONOURABLE RAI BAHADUB LALA RAM SARAN DAS: I am 
trying to impress on the House that tax is imposed even on illegal or immoral 
:income. ( 

THE HONOUBABL'E 'I'HE PRESIDE~TFf: That is no argument whatever in 
-support of the Honourable l\lember's proposition. 

THE HONOURABLE R.u BARADUB LAL,i RAM SARAN DAS: Very 
well, Sir; then I will not cite that ruling in detail. 

Under the Indian Income-tax Act the heads of income, business, profes-
sional earnings and other sources mentioned in this section and dealt with in 
,sectiom; 10 to 12 corresllon.l generally with what is dealt with by Scaedule D 
of the English Act., so that the Act is concerned wit.h income even of a menm-
-cant or a prostitute. How very hard and unjust it is to decline to set off the 
losses of a businessman who eams purely from business already heing followed 
-or intended to be adopted. In my Resolution, Sir, I have taken a particular 
,case. \Vhen any IlerBOn stands surety for another, whether with or without 
,considl'ratio~l, his liability becomes co-extensive with him (the original debtor) 
~d, S,!P~OSl~g he has.to ~lake good the l,?ss to the original credit.or owing to 
his (pl'lllClpal s) becommg Incapable of paymg the loss so paid should be a.llow-
.ed as a legitimate deduction against his assessable income. The Resolution 
which I have moved before this House for consideration further seeks t,hat if 
_an 8.S-'!essee who is not a regular money-lender incurs loss by lending money. 
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such loss should be allowed as a deduction. This part of iny Resolution is 
based on the converse of the Bombay High Court judgment in the case of Sir 
Purshotamdas Thakurdllil of Bombay. As profits "from a single transaction are-
liable to assessment so a transaction unfortunately resulting in loss is on the-
same footing. The interest if received by such a money-lender will be liable ~ 
assessment according to the ruling 125 of the Chief Court of Oudh, published 
in the All-India Reporter, March 1929, page 125. In this case money-lending 
was not the business of the assessee; nevertheless on a construction of section 
4 (3) (vii) it was held that interest received by the assessee is liable tti assess-
ment. It is not therefore too much to expect the Government to issue in-
struction to the Income- tax Commissioners to allow such casual losses also. 
to bring the practice into harmony with each other. The interpretation 
put upon section 4 (3) (vii) hy the High Court is finalltnd cannot be questioned 
even by the Finance Department. Mter all, whet.her a man is a regulll.r money-
lender or not, his investments are as if it were the stock in trade of a busine'ss-
man; should he lose any part of it, his income is diminished to that extenL 
It is therefore to be set off. 

In conclusion, I have to point out that this disparity of treatment of such 
transactions when the question of income comes in is being keenly felt by the 
assessee. This hardship and discontent should be removed forthwith. The 
feeling of discontent is genuine, because in business connections one has at 
times to stand surety or do such acts to help a brother in the profession or ex-
pect the same treatment from another in his own time of need. This lIort of 
practice is not. unknown to the business world and exists among the trades 
and professional men. Surely such a loss is dist.inguishable from a private 
loss of capital or profits. By making such good relations with business men, 
he sows the seed for obtaining help in his business, if he so requires. If he' 
gets the help, it gives steadier and longer life to his business. As regards the-
second part. of the Resolution, the proposition is quite clear and needs no' 
further explanation beyond what I have already said. I therefore, Sir, com. 
mend this Resolution to the acceptance of the House. • 

THE HONOURABLE MR. E. BURDON (Finance Secretary): Sir, I cannot, 
believe that by his Resolution my Honourable friend contemplates that if I ... 
being a member of the Indian Civil Service and not being a regular money-
lender, back a friend's bill aad have to meet the bill owing to mt friend's de-
fault, I should be allowed exemption from mcome-tax in respect of that amount. 
of my salary which I have to set aside in order to meet the loss. As I say, 
I cannot believe that that can be my Honourable friend's intention, and I 
infer that it is not from certain observations which dropped from him in the 
course of hi.s speech. I think he must reeognise-and I am sure at anj' rate 
the House will recognise-tha.t a concession such as.I have just deScribed 
would be unreasonable and that no sensible income-tax law would contain 
provisions of such a nature. My Honourable friend, I think, limits his con-
tention to cases in which an individual, in pursuance of any of the business 
activities by means of which he earns his living, stands surety for pome othElr 
individual or for some firm or company and has to pay the ~ which he has 
guaranteed; in such cases exemption from income-tax Ilhould be allowed. 
Actually, my Honourable friend must know that in general principle the law 
as it stands at present allows what he is asking for. He has, however, been 
disturbed by the fact that in certain concrete cases a judicial tribunal bas 
agreed tha.t the loss should not be allowed as a deduction for the purpose of • 
determining income-tax, on the ground that standing surety was not part 
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.of the regula.r business of the claimant. That is, I presume, why my Honour-
rable friend in the wording of his Resolution has adopted the phrase " who 
is not a regula.r money· lender ". In view of these legal decisions, he wishes 
to have it established by law that II man may lend money ill the way of busi-
ness without being a regular money-lender. Really, however, he seeks to cir-
cumscribe the discretion of the 8BIlessing authorities and of the oourte in their 
judgment on " matter of fact; and he has drawn his Resolution so widEoly 
that it covers the cast"s even of people who do not lend in the way of busine88 
at all but merely as a matter of accommodation between friendS. Now, Sir, 
from this account of the matter, it will be evident to the House at once that 
the. Honourable Member is asking for something which he has not actually 
expressed and which in the nature of things it would be rather diffi.cult to secure 
to him, however willing one might be to meet the point which he has raised. 
And here I should like to quote a passage from a judgment of the High Court 
of the Punjab which will, I think, make it clear heyond all doubt that the 
account I have given of the matter is correct: 

.. It appears t·bat the petitioners have got R hra'lch of their bmliness at Rombay. 
There they IItood surety for another firm. That firm hecame iB801~ent with the re!lwt 
that the petitionel'l!! had to pay the sum of Rs. 211,000. It has been held by the Income. 
tIB Of'IIcer that the loan for which the petitiODf'rs stood surety had nothing whatever t-o 
do with the petitioners' business. The petitioners fItood surety in order to do friends of 
thew a kiDdnetlll. It is \JDfort\mate that they have been callt'd upon to() pay up for their 
friends, but inasmuch as thi'! atanding of suret.y was not in the course of the petitioners' 
business, it cannot be Mid that tla-: lo!s W88 ineurrt'd in connection with the petit·joners' 
bUlli_. The refusal to allow this amount to be deductt'd from tbe total income was, 
.therefor.., perfectly correct ... 

Now, Sir, as I have said, the law on the subject is,not in general principle 
against the limited purpose of my Honourable friend, as I conceive that limited 
purpose to be. Thelaw provides that expenditure which is necessary for the 
earning of profits taxed may be deducted from the taxable income. The law 
also provides that, as the object in view is to tax income and not capital, 
capital expenditure is not admissible for deduction from taxable income. 
These, Sir, are ~ne two principles of law which are relevant to the present dis-
cussion, and I take it that·it will be generally agreed by my Honourable friend 
the Mover 86 well as by.th.e rest of this Council that there is rio need to disturb 
either of these two principles in any wa.y. Under these principles, if stand-
ing suret,y is 'a person's business or part of his business, the loss that may arise 
out of standing surety will, under sections 10 and 13 of the Income-tax Act be 
automatically deducted from the person's taxable income to the extent that 
the loss is not a capital loss. Take, for example, an insurance company which 
does "fidelity" business. There can be no dispute as to the eligibility of 
such a company to deduct from its· ta.xable profits such monies as it has to 
pay 08 acoount of claims. It ttades in standing surety, and the loss 
would be trading loss and not loss of its capital. Similarly, if an individual 
habitually stood surety for others or underwrote any liability in return for 
consideration in some shape or form, there is little doubt that the loss that 
might ()('casionally arise out of the business of standing surety or of under-
writing would be- allowed as a deduction from taxable profits. But where 
standing surety is· not the business or part of the business of the assessee, the 
loss' cannot and should not be deducted from the person''! taxable profits-. 
In truth, Sir, my Honourable friend's difficulty arises not out of the law, but 
out of the applica.tion of the law in cases in which he thinks a wrong view has 
,been taken of the facts, and I do not think myseH tha.t it is practicable to meet 
this point either by an amendment of the law or otherwise. I do not think 
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it is practicable. Whether it is a case of framing a statutory provision or 
.'framing general executive instructions, all that it is practicable to do is to pre-
scrii!e that, when certain fach! have been established as fach!, then the legal 
-consequences, the action to be taken, the processes that come into play, shall 
.be such and such. But it is not practicable to prescribe that the deciding 
:authority whoever he may be, that is to say, the authority responsible for 
ithe assessment of income-tax or the judicial tribunal hearing an appeal, 
·shall take a particular view of the fach!. My Honourable friend has inci-
.dentally in my opinion exposed the inherent weakness of his case by his use 
-of the phrase "who is not a regular money-lender", for neither the law nor 
any other mode of definition with which I am acquainted lays down, nor does 
'it seem to be possible to lay down precisely, who should be deemed to be a 
regular money-lender, and who shall not be deemed to he a regular money-
lender. This, however, is rather--beside the point. What we havc to look 
1;0 is whether it would be practicable to make more specific and less general 
-the principle of law which lays down that billy expenditure tha1i is necessary 
for the eaming of the profih! under taxation may be deducted from the taxable 
income. I, Sir, have no doubt in my own mind that it is not practicable 
to reduce the generality of this provision. That, I think, must be allowed 
-to stand as it is, and we must continue in this matter, as it is necessary in 
·so many other matters to leave it to the responsible authority to decide in 
individual cases on the question of fact, which has first to be decided before 
-the law can be applied. 

And now, Sir, I shall meet my Honourable friend even more closely. It 
is not our intention that it should be held that because a man does other things 
besides money-lending and only lends money or stands surety occasionally, 
losses incurred as a result of standing surety should not be reckoned as business 
expenses. I can readily conceive of a case in which a man's whole business, 
that is to say. the means by which he earned his livelihood, consisted of a con-
siderable number of diverse activities, one of them being readiness to finance 
-on occasion people of good standing by backing their bills or endorsing their 
kundis. In such cases I can see quite clearly that it wouldebe in accordance 
with the provisions of the law, which I have mentioned more than once, that 
losses arising out of the endorsement of kundis should be trea.ted as business 
expenses for the purposes' of the Income-tax law. It would be a question 
-of fact in each case, and, as I said, the manner in which the qpestion of fact 
is to be decided in each case cannot be prescribed in detail either in the Income-
tax Act or in the executive instructions which we issue under the rules which 
we frame under that Act. I think perhaps the House would like to hear 
what the executive instruction!' are which we have already incorporated in 
the Income-tax Manual on the question under discussion. The instructiol1~ 

. are to the following effect: -.. • "Money lent ont on interest is the stock-in-trade of a money-lender or banker and the 
loss of silch stock-in-trade CRn clearly he re![arded as a trading 1088 like the 1088 of the stock· 
in·trade of any other trader where t.he loss is not co,"ered by insurance. Tn sattling claiml! 
of this nature the question has alwllYs to be comudered whether money-lending is or is not 
part of the bt.sine!lS of the trllder in question. The invest.ment ofs8vings or occasional 
loans made to acquaintances ('annot be considered to be loans IQade in the coUl"lle of 
trading." • 

You will see, Sir, that in these instructions there is no reference to re'gular • 
money-lending. Now, Sir, the purpose of these instructiON! which I have 
just read is merely to expound the law for the guidance of Income-tax Officers 
and I shall be very much surprised if the Council were to consider that tile 
exposition given is unreasonable or likely to be oppressive in its effects. 
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For the reasons which I have given, Sir, I must oppose the ResolutiQD. 

In its terms, 8.8 I sa.id at the i>Pginning, it has a much wider significance .than 
that which, I believe, my Honourable friend really wishes to t"xpress, and 
even if we limit the significance 80 as to provide for only those C&ileS in whioh 
money-lending, though occasional, is carried on as part of regular business, 
that would not, as I have ~xplained, necessarily have the effect of req~ 
Government to make any ,change in the ~xisting law and practice, and thus 
my friend's point would not really be met. In the circumstanc::es, Sir, I think 
the Council will recognise that it is quite impossible for Government to accept 
the Resolution or seem, by doing so, to accept any particular implication. 
Sir, I oppose the Resolution. 

THE HONOURABLE MAJOR 'NAWAB MAHOMED AKBAR KHAN (North-
West Frontier ProVince: Nominated Non-Official): Sir, lUI a matter' of 
fact, the imp&ition of income-tax and super-tax as provided by the Income-
tax Act, 1922, is proving iii source of trouble to all those concerned, and I think 
I have the support of a good many Members of this Honourable House in' 
saying that there is jIo general desire throughout the length and breadth of 
India for some relUlonable reduction in the existing rates of these taxes &8 well 
as the modern method of IUIsessment of the officials concerned. Indeed, it: 
is a pity that not even the slightest reduction in the rates of these taxes as 
provided by the Income-tax Act, 1922, hlUl so far heen considered worth 
allowing for, although a relUlonable reduction in their ratP.-s is an urgent neces-
sity of the moment. Besides this, the Income-tax authorities have their own' 
way of making IUIsessments which could rightly be characterised lUI highly 
excessive and without any justification, for these are merely blUled on con-
jecture or hearsay. The process adopted by the Department of Income-tax 
is coercive since the assessees have not been allowed any right of appeal against 
the assessments except before an officer of the Department and the final autho-
rity is vested in the Commissioner of Income-tax . 

.-
THE HONOURABLE THE PRESIDENT: Order order. The Honourable-

Member's speech will be quite in order when the Finance Bill comes before 
this House. It is not in order on the present Resolution. 

THE HONOURABLE MAJOR NAWAB MAHOMED AKBAR K&A.N: Well, 
Sir, I will leave that. I think my Honourable friend Lala Ram Saran Das 
is quite correct in bringing forward this Resolution. He is justified in moving 
the Resolution for, when the Income-tax Act provides for the IUlsessment of 
income-tax and super-tax on income accrued in the cause of an assessee it 
fairly str.~ds to reason that in case of his undergoing a deficit, the amount of 
suoh deficit 0lIght to be a\lowed for while determining his income for purposes 
of assessment. The demand is quite reasonable and it is hoped that every 
Member will support it, for, when the income of a person is open to assess-
ment of income-tax and super-tax there is no reason why he should be de-
barred from deductQ1g his loss from the assessable income. It is absolutely 
in fair 'justice that a man's incomt' liable to assessment should be determined 
after allowing him all the losses incurred by him either by standing surety for 
another person or lending money or spending the same in the shape of ckauki-
dhari in order to secure his property yielding his income liable to asses!>ment. 

n With these rema.rks, Sir, I strongly support tht' Resolution of my friend 
the Honourable Lala. Ram Saran Das. 
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THE HON~URABLE RAI BAlIADUR LALA RAM SARAN DAB: Sir, my 
mend the Honourable Mr. Burdon was firat rather suspicious whether my 
implication also included a member of the 1. C. S. He corrected himself la.ter 
~on .•.•.• 

THE HONOURABLE MR. E. BURDON: A member of the 1. C. S.who is 
not a regular- money-lender, Sir. 

THE HONOURABLE RAI BAlIADUR LALA RAM SARAN DAB: I know, 
Sir, that no member of the 1. C. S. is allowed to enter into any business, and 
80, I think the I. C. S. ought not to have come into the discussion at all. How-

,ever, Sir...... -

THE HONOURABLE MR. MAHMOOD SUHRAWARDY: Why 1. C. S. ! 
No Government official is allowed. 

THE HONOURABLE RAI BAHADUR LALA RAM SARAN DAS: No Go-
vernment servant. -

THE HONOURABLE MAJOR NAWAB MAHOMED AKBAR KHAN: Civil 
.servant. 

THE HONOURABLE RAI BA.lIA.DUR LALA RAM SARAN DAB: Army 
·~fficers are to be excluded he thinks. The Honourable Mr. Burdon, Sir. bRS 
referred to the judgment of the Lahore JIigh Court. I have got that judgment 
before me, but I did not refer to it because I thought of leaving it to my Honour-
able friend to do so and to show how conflicting are the rulings of the High 
'Courts on the subject. In this ruling, Sir, the Honourable the Judges of the 
Lahore High Court say as follows. This is Judgment No. 168 of 1926. In 
this, Sir, it is said: 

II It appeara that the petitioners have got a. branch of their business at Bombay. 
-There they stood surety for another firm. That firm became iusolv.tnt with th~ result 
-that the petitioners had to pay the sum of Ra. 25,000. It has been held by the Income-
-tax Officer that the loan for whicr_ the petitioners stood surety had nothing whatever to 
-do with the petitioners' business. The petitioners stood surety in order to do friends 
tP~ thl)irs a ki~dness. It is ~nfl)rt~te that they have heel?- called upon to pay up ~o~ thei~ 
-lnends, but ma.snluch as thlS standing of surety was not In the course of .he petltionel'll 
business, it cannot be said that the loss was incurred in connexion with the pt'titioners' 
business. The refusal to allow this amount to be deducted from the total _ble 
income was, therefore, perfectly (lorrect." 

'Then, further on, they say: 

II One question alone was raised in the application to this (',ourt undar Sectio~66 (31, 
-and it Bef!m", to me that had the Commissioner confined his ~ference to the point raised 
before this Court objection could not have heen takl'n to his action. All he ba~, however. 
stated the case on the other question I think it nepessary to dispose of it. 

In this connexion an examination of the pro(leedings shows that the enqlliry was not 
oS cmrsory or a summary one. The Income.tax Offieer ca.lled for the aooOUJlts and after 
·an el[a.mination of them, ete., etc." 

'This judgment, Sir, conflicts with the Bombay High Court judgment, wlrloh 
I quoted. In that case, Sir Purshotamdas Thakurdas was held by the High 
-COurt to be doing a casual transaction in acting as receiver which was not 
his reglliar job. The High Court held that even this occa.sional transaction of 
.a man who was not a regular trader in a. certain particular line was liabl& 
;to assessment. The judgment of the Lahore High Court is conflicting. There 
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is. Sir. another case of the Oudh High Court reported in A. I. R. 1929. Oudh 
125. The Chief Justice and Jus~ice Srivastava say: 

" This is a referenee to the Chief (".ourt from the Commis.'!lionp.r oC Income·tax Under' 
the previsions of section 66, Act II of 1922 .n 

After setting out the questions to be answered. they say: 
"The receipts in question :"ere certainly not receipts arising from bURinees or thE-· 

exercise of a profeBllion, "\"ocation or occupBtion, nor were they by way of ~dition to the 
remuneration of an employee. ]~ut they wel'f' not of a cB8U8l and non.recurring nature. 
In theae cimumstanceB the exception does not apply and they arE' assessable to income·tax.· .. · 

I should like my friend the Honourable the Finance Secretary to reconcile 
these judgments. My Honourable friend says that in case there is a los8 in 
endorsing a hundi that 1088 will certainly he deducted when the tax is assessed. 
In regard to that I should like him to quote the page of the Income·tax Manual 
from which he has cited a quotation so that, I may be in a ~tter position to-
deal with that point. As far as I understand. those instructions are rather' 
~biguous. and. in view of these two or three judgments which have been 
cited. they are apparently interpreted differently. Then. Sir. my friend said 
that if Government acceded to my request it would involve a lot of cases which 
do not deserve the consideration which I seek-for example, the case when 
one helps a friend, and so on. I think, Sir, that that objection can he met by 
inserting an exception clause into the amended section saying that on trans· 
actions which are purely done as a matter of obliging some friend or in the. 
way of helping an insolvent no deduction will be allowed. I am simply taking 
a case in which a man start.s money.lending, for instance, and until he becomes-
a regular money.lender he ought not to be debarred from being allowed the· 
lo.'18es in the assessment of his income. I have already said th!lot a start has. 
to be made at some time, but until long after ihe start a man cannot be classi·. 
fled as a regular business man in that particular line. I have also said that· m business many trading firms do oblige each other by endorsing their hundiB, 
which is equivalent to their standing surety, because the endorsing of a hundi· 
means that if the drawer does not pay the endorser will he held liable. I 
think my case is'quite clear, and I want to remove a hardship which the busi. 
ness people feel. Therefore, Sir, I put this Resolution before the House for" 
their favourable consideration. 

• THE HONOURABLE MR. E. BURDON: Sir, from my Honourable friend's·. 
further ob!:tervations I am confirmed in my belief that he only means his Reso· 
lution to apply to business transactions. He has suggested that if we amend 
the law in any way, we might put in an exception clause which would except 
the cases of loans to friends and acquaint.ances. But I think he overlooked' 
the fact that in the executive instructions which are already issued and which 
I read 'Out, this exception already exists : 

.. The invPSt·ment of savings ot" occasion'll loens made to acquaintancPB cannot be· 
considerPd to be loans made in the couree of bilsiness. It 

Now, Sir, these executive instructions and my previous observatiuns make 
it perfectly clear tq.at the present position is that trading losses, business losses, -
are allowed as a deduction. The provision of law is formulated in a slightly 
difterent way. The loss must be a loss incurred in connection with the 
earning of the profibJ which are to be taxed. That is the present position, and 
I really cannot see why anyone should desire any more lenient provision 
for assessment than that. As regards the conflicting rulings of the various 
High Courts to which my Honourable friend referred, I am afraid I cannot 
see that the rulings; in t.he t.rue sense of the word, arc in conflict. To start 
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with, the ruling of the Bombay High Court' which my Honourable friend first 
quoted and the ruling of the Punjab High Court which I went on to quote 
myself not merely deal with difierent case.s but they deal with cases of a diBer-
ent kind, and finally in each case the iSl!ue was one of fact. It is impossible 
in such circumstances to sv that the two Judgments are in any way in con-
ftict. They were dealing with entirely diBerent matters. There is nothing 
whatsoever to show that if the Bombay High Court. instead of dealing with 
the case of Sir Purshotnmdas Thakurdas' occasional gains had been dealing 
with the occasional108Bes of the gentleman whose case was tried by the Punjab 
High C-ourt, they would not have come to exactly the same conclusion on the 
question of fact as the Punjab High Court. 

THE HONOURABLE RAI BAHADUR !.ALA RAM SARAN DAS: The 
Bombay High Court difterentiated " business" from" a business" and they 
said the definition is defective. 

THE HONOURABLE MR. E. BURDON: I am afraid, Sir, I am not pre-
pared to argue that particular point. I have already made it clear that under 
our own conception of the law and under the executive instructions which we 
have issued to assessing officers we look to losses incurred in the way of business. 
It is a question of trading losses or business losses, or, as I have already said, 
when it is more precisely defined it is expenses or losses incurred in the process 
of earning the income which is to be taxed. I do not think I need say anything 
more: and I must continue to oppose my Honourable friend's Resolution. 

THE HONOURABLE THE PRESIDENT: The question is : 
12 NOON . 

.. That the following Resolution be adopted, namely: 
• This Council rt'rommends to the Go'-emor General in Coun·,il that if any person 

who is not a regular money.lender stands surety for another r-erson or lends 
money and incurs lOBS t·herebr. such loss 1e allowed as n dl'duction when 
deteJ'minin~ hill Tnrome·hlx ' ... 

The Council divided. '. AYES--12. 
Akbar Khan, The Honourable Major Ramadas Pantulu, The HOllourable MI'. 

Nawab M .. homed. 
GO\'ind Das. The Honourable Seth. 
Khal'arde, The Honourable Mr. G. S. 
MahPDdra Prasad, The Honourable Mr. 
Mukherjee, The Honourable Srijut 

LokenBth. 
Padshah Sahib Bahadur, The Honour. 

able Saiyoo Mohamed. 
Ram Saran Das. The Honourable Rai 

Baba(it~ Lala. 

Y. 
Rama Rl\u, The lI"onourable Raa Sahib 

Dr. U. • 
Ramusl Singh, The Honourable Raja 

Sir. 
Sinha, The Honourable Mr. Anugraha 

Narayan. 
Umar Hayat Khan, The Honoursblc 

Colcoel Nawob Sir. 

• NOES-IS. 
Ashtbana, The Honourable Mr. Narayan 

Prasad. 
Ba.~u, The Honourable Rai Bahadur 

Surel'h Chandra. 
Braidwood, the Honourable Mr. H. L. 
Burdon, The Honourable Mr. 1':. 
Cbaraniit Sin!1:h, The Honourable Bardar. 
('Jayton, The Honourable Mr. H. B. 
Craham, 1'he Honourable Mr. I,. 
HabibuHah, The Honourable Khan 

Bahadur Sir Muhammad. 
The motion was negatived. 

HRig, The Honourable Mr. H. G. 
Tr, in~, The Honourable Mr. M. 
Maclbu) Husain. The Honol<rable]\han 

:Rahad\lr Sheilch. 
MC"Vattel'!'. ThE' Horft1llrabl.:- Mr. A. C. 
t'a1e<oan. The Honourable Mr. O •• \. 
Suhrawardy, The Honourable 1Ur. M.h-

mood .. 
Weston, The Honoul'llbl~ M·'. D. 
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S'.tATEMENT OF BUSINESS. 

TS:lirHo:i()uB.~"BLE-KHAN BAB.ADUR Sm MUHAMMAD HABIBULLAH 
(Lea.der' of, the Houie): Sir, the Councn will meet on the 18t,h and 20th 
instant for the transaction of non·official business. On Tuesday, the 19th. 
I will ma.ke a motioriregarding t.he Standing Committee to advise on questions 
{)f emigra.tiC)'n"in ,he Department of Education, Health and Lands. A motion 
will also be made by the Honourable Sir Geoffrey C'.orbett that the Indian 
'Tariff (Amendment) Bill, copies of which have been laid on the table to-day, 
be taken into consideration, and, if that motion is carried, he will also move 
that the Bill be pa.ssed. I am not yet in a position to say whether there will 
be a.ny business for the Council on Saturday, the 23rd, but will make a further 
sta.temen t in the course of next week. 

Tile C)uncil then a:ijourned. till Eleven of the CLock on Monday, the 18th 
March, 1929. 




