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LEGISLATIVE ASYEMBLY.

Wednesday, 16th: November, 1938.

The' Awsémbly met in the Assembly Chember of tire Gouncil House
at Eleven of the Clook, Mr. Presilent (The Hiouourable Sir Abdir Rabsiin)
in the Chair.

STARRED QUESTIONS AND ANSWERS.
(a) ORAL ANSWERS.

VISIT OF THE SECRETARY OF THR EXTE®NAL AFFAIRS DEPARTMENT TO
KABUL.

1274, *Mr. Abdul Qalyum: Will the Foreign Secretary plesse state:

(a) whether he recently visited Kabul as the guest of the Afghan
Government ;

(b) whether any questions of public importance were disoussed
between him and the Afghan authorities during his visit; and:

(c) the nature of the questions discussed and the decisions arrived

' at?

Sir Aubrey Metcalfe: The Honourable Member's attention is invited
1o the reply given to question No. 1210A, asked by Mr. Batyamurti in

the present Session.

Mr. Abdul Qaiyum: Is the Foreign Secretary aware that there were a
number of articles published in the semi-official paper Islaf of Kabul
ﬂ?argh;f. critivising Government policy in the tribal a¥ea? That was before

is visif,

Skt Aubrey Metckl®e: T hardly see how that arises out of this queetion.

Mr. Abdul Qaiyam: When decisions, if any, are arrived st between
the Afghan Government and the Government of India, will those decisions
be communicated to the House ?

Sir Adbrey Metbalfe: I have slrasdg made a statement on the subject
saying that it would not Be in the public interest to communriicdté’ rhore
than what has already been communicated.

Mr. Abdut Wull!' I want to know if, and when any decisfény awsé
ﬁveg__ at, those ddcisions will be officially communicated to this Honour-
e House?

Sir Aubrey Melcsite: That appears to be hypothetical.

~ Mr, 8. Sstyamurti: Has the attention of the Government been drawn
to the communiqué issued by the Afghan (overnment ahout the interview
which took place between my Honourable friend snd the representatives
of the Afghan Government?

( 3051 )
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Sir Aubrey Metcalfe: Certainly. I esid that on the last occasion, and
T laid & copy of that comnmuniqué on the table of the House.

Mr. 8. Satyamurti: I am asking whether the attention of the Govern-
ment has been particularly drawn to the passages of the communiqué in the
course of which the Afghan Government say that, as a resu't of these:

- talks, they expect peace and prosperity in tribal areas. May I know
whether - Government ean throw any light on that subject? =

Sir Aubrey Metcalfe; The Honourable Member has already put downr
a question on the paper regardmg that, and it will be answered in due
course.

Rncnvmmw'.r AND Paouo'rlon oF Assxs-rm'r WAY Insrncrons ON STATE
+ " RAILWAYS, )

1275. *Mr, Lalchand Navalrai: (a) Will the Honourahle the leway
Member be pleased to state how Assistant Waov Inspectors dare recruited
on State Railwavs? Are they drawn from the departments, or recruited
directly? If the latter, by selection or how?

(b) Are Way Inspectors recruited directly or from among the Assistant
Way Inspectors?

(c) Is there any ratio fixed for direct recruitment?

(d) Is it n fnct that Assistant Way Inspectors on the North Western
Railway are not promoted to grade 1I? If so, for how long?

(e) Do orders exist for their promotion? If so, why have they not been
put into force?

(f) Do Government propose to give them promotion?

The Honourable Sir Thomas Stewart: (a) and (b). I lay on the table
8 statement showing the method of recruitment of Assistant Way Tnspectors
and Way Inspectors on each of the four State-managed Railways. It
will be observed from the statement that this method is not uniform.
.. (¢) In view .of the position explained in the statement referred to in-the
reply to parts (a) and (b) above, this does not arise.

(d) There is no promotion from grade I to grade II.

"(e) and (f). Do not arise.

Raijlways. Recruitment of Asasistant Way Inspectors. £ of Way, -
. . . nspectors.
Vacancies in the category of Assistant Per-. | Permanans Way Ins-

Eeaatern Bengal

manent Way Inspectors are ordinarily
filled from the ranks of apprentices or
ex-apprentices who are initially recruit-
ed through Selection Boards in accord-

ance with the procedure laid down by
the Rallwsy Administration under the
rules contained in the rules for the re-

cruitment and training of -non-gazetted |

ataff on Bt.t.e Railways, copy
of which is in the Library of the Htmse

pectors are not ordi-
narily appointed
from outside, but

. promoted from the

grada of - Assistant
Permanent Way Ins-

pector.. Dircdf re-
cruitment to - this

. rank would be. re-

sorted to only in
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2063

ilwa Recruitment of Assistant Wa tors, of Wa,
Railwaya. y Inspec to"lr'u .
Eastern Bengal— The apprentices must have completed exoeptional circums.
. their qu time, and must htwepeul;dthe tnhcsa and if no
final examination. Head Mates may be | qualified men in
considered for promotion to this rank, service were consid-
provided they have passed the Appren- | ered suitable for
tice Assistant Permanent Way Inspec- | promotion to the
tor final examination, end are considered .
fit for promotion. If no suitable and
, qualified men are available within the
Railway, or ex-apprentices on the wait-
ing list, vacancies are advertiesd, and a
selection is made from among the appli-
cants by the Headquarters BSelection
Committee. Applicants are expected to
have undergone at least 3 years' training
in the duties of Permanent Way Ius-
pector on Class 1 railways.
Normally appointments in the Permanent { Permanent Way Ins.

East Ind.mn .

Great Indian Pen-
i_m-ul.s.

North Weetetn .

Way Inspectors group are made initially
as apprentices selection in accordance
with the rules for the recruitment and
training of non-gazetted staff on State-
managed Railways. cc;ry of which ia in
the Library of the House. Qualified
mistries are also occasionally promoted
as Assistant Permanent Way Inspectors,
It has also been mn to recruit
some trained Assistant Permanent Way
Inspectors direct.

Recruitment to the poste of Assistant Way
Inspectors (designated Sub-Permanent
Way Inspectors on this Railway) is
made from Trained Apprentice Plate-
layers on their passing the prescribed
test, and from selected Time-K
who have previously worked as Bub-
Permanent Way Inspectors.

Assistant Way Inspectors are recruited from
the following two sources :—

(¢) Assistant Way Inspectors grade I—

00—2—90—24—110 from gtaff al-

65—8/2—85
¥y in service such as Mates,
K en, Gangmen, etc., posseasing
sufficient standard of literacy to
follow a training course at the
Walton Training 8chool and able
to pass & Divisional Belection Board.
(1) Auailszt;ix,_t]Wa slnrpeclou grade IT—
0—155 .
i 10/2—120" from candidates
recruited as Apprentice Permanent
Way Inspectors by a Headquarters
Seclecton Board on the succeseful
completion of their training. ’

tors are obtained

y the promotion of

suitably  qualified

Assis‘t:n& I ‘Permen-

ent Way Inspectors.

There i no direot
recruitment.

Promotion to the
osts of Permanent
ay I tors is

e from Bub-Per-
manent Way Inm-
pectors who have
ualified themselves
or such posts by
passing the pree--
cribed de tal
examination.

33-1/3 per cent. Per-
manent Way Ins-

ectors are recruited
Assistant Wa;

I ™,
.m;s g:d:mt'
from Asxistant Wa;

Inspectors, grade 11,
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MY, Lachumt Navairai: I understand frem the Hoaourable Member's
statement thet there is no direct recruitment. Is theré any ratio fixed
for direct récruitment?

The Honourable Sir Thomag Stewart: I have laid on the table a very
elaborate statement, and I should like the Honourable Member to read
that statetnent.

Mr. M. B, Aney: We do not want details. We only want to ‘know
whether any ratio is fixed at all for direct recruitment.

The Honourable Sir Thomas Stewart: From a rapid glance at the
statement, I should say that there was no sueh ratio fixed.

Mr. Lalchand Navalrsi: Does the Honourable Member know that in
other branches of the railways there is a ratio fixed for direct recruitment
aleo? Will the Honourable Member find out and let us know.

The Honourable Sir Thothas Stewart: I have laid all the available
information on the table.

Sreerar TioxeT EXAMINERS SENT TO THE KARACHI SECTION OF THE NORTH
WESTERN RATLwaY.

1276. *Mr. TLalchand Navalrai: (a) Will the Honourable the Railway
Member be pleased to state if a large group of Special Ticket Examiners
was sent to the Karachi Section of the North Western Railway from other
Divisions in place of local Special Ticket Examiners as an experimental
measure for a period of about six months? Tf so, the reason therefor?

(b) Will the Honourable Member be pleased to state how much this
measure cost the Railway and how much the Railway has profited by their
detection duty?

(e How much more wew earhed by the Railway in comparison to the
dstection earning during the six months prior to the deputation of these
Bpecial Ticket Examiners from other Divisions? ' '

(@) Was the same method trled on the other Divisions of the North
Western Railway? If so, when and what benefit did the Railway get in
-thoss Divisions respectively?

The Honourable 8ir Thomas SBtewart: (a) A group of 70 special ticket
examiners was transferred from the Rawalpindi to the Karachi' Dividie#
io augment the permanent ticket checking staff of the latter Division.
This was done in order to permit of a cent. per cent. check of all trains
and tlhereby to obtain an adequate appreciation of the volume of irregular
travel,

(b) The cost of the special group was approximately Rs. 42,000. The
amount collected on the Division, during the period of six months, from
passengers found travelling without proper tickets, etc., was a little more
than Rs. 50,000.

(¢) Approximately Rs. 28,000 more than during the corresponding period
of the previous vear. The figures for the preceding six months are not
readily available.

(d) Yes: on the Lahore, Delhi and Rawalpindi Divisions. No figures as
to the results obtained are mow awailable.
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Mr. Lalchand Navalral: ¥ there is o profit by ithet system why is not
every frain .being supplied with a ticket examiner?

The Monourable S8ir Thomas Stewart: T am afraid we must regmd

this as being still an experimental measure.

Mr. Lalchand Navalrai: May I know if such experiments are going on
in other branches of the North Western Railway?

.The Honourable 8ir Thomas Btewart: I must ask for notice of that.

MEDICAL EXAMINATION OF SWEEPERS EMPLOYED BY RAILWAYS.

1277. *Mr, P. R. Damzen: Will the Honourable Member for Railways

plate : .

(a) whether until quite lately the Carriage Department, Delhi, Eas
Indian Railwav, were employing a sweeper who appeared to
be suffering from anthrax and that this man was on duty at
Delhi station and was used for attending to the bathrooms of
first and second class passengers;

(b) hns the sweeper heen put off duty since a complaint was m&dp
to the Carringe Staff on the 27th August, 1938;

(¢) what steps do the Railway authorities intend taking to aveid a
recrudescence of the danger to the travelling public; and

(d) is it a fact that these sweepers are not subjected to permdlcal
medical examination by the Medical Officer of the Btation?
If not, is the Honourahle Member in the interest of public
health, prepared to consider the advisability of periodioal
medical examination of those employees who have diraes
dealings with the public and specially sweepera?

The Monourable 8ir Thomas Blewart: (a) end (b). A sweeper attending
to the lavatories of first and second clase carriages at Delhi station wes, op
a complaint being made bv a passen~er on the 27th Aucust, 1988, rent up
for medieal examination to the Divisional Medical Officer, North Westera
‘Railway, but was not put off duty as it was found thet the man was
auffering not from anthrax but from urethritis. He was admitted to the
hospital as an out-door patient but was subsequently admitted as an indeor
patient from the Bth September, 1838, to the 26th Beptember, 1938, wban
he was discharged fit for duty.

(c) Does not arise. '

(d) The reply to the first part is in the affirmative. As regards the
latter part, it may be explained that employees of the subordinate and
inferior grades are sent for.special medical examination when it is oon-
sidered necessary.

Mr. Sri Prakasa: Is it not a fact that this sweeper contracted this
disease by cleaning the stools of first class passengers and will the Honour-
able M-amber take steps to protect these poor unfortunate sweepers from
such gerioys contamination tll)'om first class passengers?

The Honmourable Sir Thomas Stewart: It is fiot within my knowloﬁga
that the disease was contracted in the way suggested.
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AoCIDENT TO THE PuxsaB ExprEss.

1278, *Mr. Lalchand Navalrai: (a) Will the Honourable the Railway
Member be pleased to make a full statement in regard to the accident to
the 18 Down Punjab Express caused on the 16th October, 19387

(b) What are the reasons for the allegation that this was a case of
sabotage ? : 8 o

(¢) Did any Railway officer or Railway man inspect or see the line at the
point of the accident immediately before or some time before the actual
accident took place? If so, when and what was the condition of the line
then?

(d) Did any other train pass by the line that night before the accident?
If so, when? t o

(e) Was Bny watchman on duty on the line that night? If so, from
what time to what time?

(f) Were any gangmen on that line? 1If so., how far were their
quartérs from the place of the accident?

(g) Was the same engine or a similar one attached to this 18 Down
Punjab Express train as was attached to the train which crashed near
Bihta in July last vear?

(h) Are engines of Bihta accident tvpe still working on the East Indian
Railway? If so, why?

: (i) How much loss of life and damage to persons and property was
caused by the accident to the 18 Down Punjab Express?

(j) Will the Honourable Member please state how many railway
accidents happened on the East Indian Railway during the years 1937 and
1988, and what steps the Railway have taken to obviate such accidents?

The Honourable 8ir Thomas Stewart: (a) At about 4 o’clock on the
morning of the 16th October, 1988, between Dildarnagar and Bhadaura
stations, the trailing bogie wheels and leading tender wheels of the engine
of 18 Down Express were derniled. The eighth vehicle (the brake-van)
was also completely derailed and the ninth vehic'e, the last on the irain,
was totally wrecked. All the casualties were among the passengers travel-
ling in this last vehicle. A erew of eight ticket checkers on the train
and a hospital compounder at once set to work extricating the passengers
from the debris of the last coach. A relief train arrived at the scene of
the accident about 2§ hours later and al! the injured were taken into
Buxar hv 9 o'clock. Before midday, they left for Arrah where they were
admitted to the Civil Hospital.

(b) The fastenings of the rail, via., fish plates, bolts, cotters and inner
jaws, with the exception of a few items, were found lving either on the
gide of the bank or in the borrowpits. Every piece was intact and un-
marked. In two cases, the nute had even been rethreaded on to the
bolts.

(c) to (f). Information on these points is not available at present.
To the exteut to which they are relevant to the cause of the accident, thay

will presumably be dealt with in the report of the Senior Government
Inspector which is awaited.

(8) No.
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-" (h) Yes: as the engines are quite suitable for the services on which they
-sre l-unnmg

(i) One person was killed on the spot and four died after admission. to
hospltnl and 38 were m]ured Particulars regarding damage to property
are not available.

_ (j) Btatistics relating to accidents on railways during 1936-37 are given
in Appendix D of the Railway Board’s report on Indian Railways, Volume
II, for that year. Bimilar figures for 1937-38 will appear in the corres-
ponding publication now in the press. The question of what steps should
bo taken to obviate accidents is considered in each case as it arises.

Mr. M. B, Aney: On s point of order, Sir. Is it proper for any Hon-
-om-able Member to make a reference, in reply, to a document that has
yet to come into existence, saying that it will be found there, when it

‘will be published ?

. Mr. President (The Honoursble 8ir Abdur Rahim): What is the docu-
sment referred to?

Mr. M, 8. Aney: The Honourable Member said that the figures for this
year will be available to the Members when the report will be published,
w}uch is under print at present.

"~ Mr. President (The Honourable Sir Abdur Rahim): Can the Honour-
able Member give the figures now?

The Honourable Sir Thomas Stewart: I am not in a position to give
the figures.

Mr. Lalchand Navalral: May T know if the Honourable Member is
not in possession of how many accidents took place—only that much I:
‘have asked?

The Honourable Sir Thomas Stewart: Sir, it is quite obvious I cannot
give the number of accidents over a period which has not yet concluded.

Mr. Sri Prakasa: May I know the reply to part (g) of the question? I
«id not hear it.

The Honourable Sir Thomas Stewart: My answer was '‘no"’.

Mr, Lalchand Navalral: With regard to the answer to clause (d), may
I know who was responsible for this sabotage? Have any inquiries been
mnde?

The Honourable 8ir Thomas 8tewart: Certainly, Bir, I understand in-
quiries were made by the police in the district concerned.

Mr. T. B. Avinaghilingam Ohettiar: In answer to clause (j), the Hon-
-ourable Member gave figures for the two years. May I know whether the
ﬂgtnw mentioned are on the increase ?

. Mr. President (The Honourable Sir Abdur Rahim): 1988 Has not come
% an end yet. o
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Mx. 7. 8, Aviomhilingsm Obettiar; The Honougable Member sid phat
the report for the year ending on the 81st March, 1988, is in.ihe press.
and he referred fo 8 document which ig in the ppess, to which Mr. Ane
raised an objection. He i, however, jn possesgion of the figures, or hiw
Department is in possession of such figures?

e Honourable Bir Thomas Stewart: Is it for the period ending on $1st
: Mar!c'at, 19887 P =g o ¥

Mr. ¥. 8. Avinashilingam Chettiar: Yes.

The Honourable Sir Thomas Stewart: The Honourable Member asks

whether acoidents are on the inoresse. I must ssk for notice ‘of ¢hat
question. '

v

Mr, 8. Salyamurti: With reference to the answer to clause ‘(h) of the
question, may I know how manv en<ines of the Bihta accident tvpe, pre
still working on the East Indian Railway, and whether any steps have
been taken, for example, by way of fixing speedometers to these engines as’
recommended by the Enguiry Committee?

The Honourable Sir Thomas Stewart: Sir, as regards the first part of
the question, I must ask for notice,—i.e., as regards the numbers that
are now operating. I do not understand the reference to the recommepda-
tions of the Committee. -

Mr. S. Satyamarti: In the course of the Eaquiry Commitiee’s ,
it was recommended to Government that these engines could be run safely.
on the East Indian Railway provided the maximum is fixed at forty to
forty-five miles an hour. At the same time, the Committee said thad it
is impossible for the driver, without the aid of s speedometer, to know.
whether the train is running at not more than forty to forty-five miles,
because he has no means of knowing the actual speed of running. I want
to know whether those recommendations have been accepted,—whether
any steps have been taken to fix speedometers to these engines, so g8 o
minimise the chances of accidents.

The Honourable Sir Thomas Stewart: Am I to take it by the referance
to the report of the Committee that the Honourable Member ig referring
to the report of Bir John Thom ? T

Mr. 8. Batyamurti: Yes. a2

The Honoursble Sir Thomas Stewart: Well, I may remind the Hop-
ourable Member that in consequence of the recommendativns of Sir John
Thom, a special commiftee was appointed to inweatizate this reatter of

XB engines. The recommendstions of that technipsl Committee have nob
yet been received.

Mr. 8. Satyamurti: May I fake it, therefore, that till committees atter
committees report, Government are not going e¥en to accept the recem-
mendations which the Chief Justice made very definitely, on the evidence

hefore him, thed the i ing of shese engines beyond 45 wriles en heur
was a constant danger to human life, and that tﬁ:refore y aboyld.
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regulate the speeds of these engines, and ¢hat in order to snsble drivers
to know the speeds they must put up speedometers ?

The Hongurahle Sir Thomas Stewart: Sir, 1 have already informed
this House that the running of these engines was now subject to certaim
conditions so as not to constitute a danger to the public. '

Mr. 8. Satyamurti: May I know what are the conditions which the
Government have imposed on the railways or the eonditions which the
rai'ways have themselves imposed upon the running of these rasilways so
a8 o minimise these accidenta?

The Honourable Sir Thomas Stewart: I cannot, at 8 moment’s notice,
give the actusl speed limits imposed, but I do know, as I have informed
the House before. that these engines have been put on to the slower trains.

Mr. Lalchand Navalral: With reference to the answer to part (h) of
the question,—at the time of the inquiry by the Bihta Enquiry Committes,
there were certain defects found in these engines. May I know it those
defects have been removed before they are worked? '

The Honomrable Sir Thomas Btewart: I believe the Mechanical De-
partments of the railwavs have been engaged in an investization with a
view to rectifyjng any defects that may be found and I understand that
they have to & very great extent proved successful. '

Dr. Sir Ziauddin Ahmad: Are they being used without any modifica-
tion ?

Mr. Lalchand Navalrai: Before the engines ave rectified, and while
they are being inquired into and investigated, why are the same engines
heing worked in the meantime?

The Honourable Sir Thomas Stewart: Because they are being worked
under conditions which do not constitute a danger to the travelling public.

. Mr. Abdul Qalyum: Is it a fact that the XB engines are still indulging
in violent hunting? '

The Honourable Sir Thomas Stewart: So far as I am aware, no.

Mr, K. Ahmed: May I know what are the steps which Government
have faken to relieve the situation, so that our lives are in fast safe while
travelling from Calcutta to Delhi? What are the actusl steps taken to
secure the safety of the passengers travelling by this line?

The Honourgble Sir Thomas Stewart; I am afraid I could not under-
take, in the course of an answer to & supplementary question, to expound,
the safety regulations which are in force on the Indian railways.

Mr. 8. Satyamurti: May I know whether Government or the Railway
Board are keeping a close watch on the running of these XB engines now,
since the #ast wnfortumate aoccident, and do they get periedieal: roports
of their behaviour on the line? .



3066 LEGISLATIVE ASSBMBLY. [16me Nov. 1988.

The Honourable Bir Thomas Stewart: I should require notice of that.

EXPENDITURE INCURRED ABROAD FROM INDIAN REVENUES.

1279. *Mr. T. 8. Avinashilingam Ohettiar: Will the Secretary for
External Affairs state:

(a) what were the items of expenditure incurred abroad from Indian
- Revenues in the last financial year;

(b) on what matters they were incurred; and

(c) whether the negotiations with His Majesty's Government that
they should be met from the British Treasury have conoluded ;
if so, with what results? :

“

Sir Aubrey Metcalfe: (a) and (b). The expenditure incurred by this
TDNepartment was on account of the pay and allowances of Diplomatic and
Consular Officers and their staff, office contingencies and works in Iran
and the Persian Gulf, Kabul, Nepal, Kashgar, Jeddah, Addis Ababa and
Baghdad. There were also certain payments made under agreements of
long standing to the Governments of Nepal and Muscat.

(c) The revision of the present allocation of Diplomatic and Consular
expenditure in Iran and the Persian Gulf between the Government of
India and His Majesty’'s Government so as to rclieve the Indian Exche-
quer to some extent is under discussion with His Majesty’s Government.
No other expenditure of this nature is at present under discussion, vide
wy answer to starred question No. 992, dated the 13th September, 1938.

Mr, T. 8. Avinashilingam Ohettiar: In the Public Accounts Committee
report which has been given to us, it is recommended that the matter
of the expense of the Persian Gulf should be tacked on to the expenditure
of His Majesty’s Government and the Government have said that the
golution is in sight. That report was published nearly a year and half
ago and I want to know where the matter stands now?

Sir Aubrey Metcalfe: T have already explained that the matter is under
discussion. I have never said that the solution is in sight. As I explain-
ed once before, the solution of this question is a matter for two parties.
It cannot be an entirely unilateral decision.

Mr. 8. Satyamurti: Are Government aware that this discussion has
been going on, to mv knowledge, for the last 13 to 15 vears? Ever since
the Public Accounts Committee of this House was formed, it made a
recommendation, and it has gone on all these years. May I know the
reasons for this delay?

Bir Aubrey Metcalfe: Mainly the diﬁié’ulty of arriving at a tresh agree-
ment with His Majesty’s Government.

Mr. 8, Satyamurti: Are they so intractable?

- Mr, President (The Honoursble Sir Abdur Rehim): That is not a ques-
tion.
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- Mr. 8. Satyamurti; Then, why have they taken 15 years? May I
ask, then, with regard to other matters? Excepting Iran and the Persian
Gulf, which have been under discussion for so many years, may I know
what are the Indian interests involved in respect of the various other places
which my Honourable friend has mentioned (except Jeddah), on which
we are spending Indian revenues?

Sir Aubrey Metcalfe: I shall require notice of that question.

Mr, Manu Subedar: Have Government considered the desirability of
representing to His Majesty’s Government the question of other expenses
incurred from Indian revenues abroad which the Honourable Member re-
counted in order to relieve the Indian treasury of these charges?

Sir Aubrey Metcalfe: Government have felt, that on the whole, it is
better to arrive at a decision on one question before taking up the others.

. Mr, T, 8. Avinashilingam Chettiar: May I know the amount of money
that is involved in this expenditure?

Sir Aubrey Metcalfe: I have some figures with me which were con-
tained in a statement which I laid on the table in reply to question No.
992 on the 18th September. Roughly, the figures in 1936 and 1937 were
about Rs. 80 lakhs.

Mr. K, Santhanam: May I ask whether the expendifure with reference
to the Residency in Nepal is also under discussion with His Majesty's
Government.

Sir Aubrey Metcalfe: No. I have alrendy explained that the only
matter under discussion is expenditure in Iran and the Persian Gulf.

Mr. Manu Subedar: May I ask why the other items cannot be taken up
with His Majesty's Government?

8ir Aubrey Metcalfe: 1 have nlready explained that it is better to
arrive at a decision on this question first. -

Mr. Abdul Qaiyum: Why should the Government of India pay this
money when the policy is laid down by Whitehall ?

8ir Aubrey Metcalfe: That, again, is a question of which T ghall require
notice.

OrENING OF RURAL PosT OFFICES.

'1280. *Mr, T. 8. Avinashilingam Ohettiar; Will the Honourable Member
for Communications state: '

(a) how many rural post oftices were opened in the last financial
year, with guarantee and without guarantee;

(b) of these, how many have worked. atl & profit, or loss, in each
class; :
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(c) of the amount set apart for the opening of rurel post offices,
‘how much has been spent; and

(d) in how many cases guarantors were asked to make good the
logs?

The Homnourable Sir Thomas Stewart: (a) and (d). In the year
1987-88, 218 rural post offices were opened with nom-retwrnable contribu-
tions and 1,018 without any contributions. Contributions in respect of
post offices required solely to serve the interests of s small section of the
public and unlikely to pay their way are realised in advance.

(b) 128 of the former and 600 of the latber class worked at a pncﬁt
and the remainder worked at loss.

(c) Of a sum of Rs. 3,62,400 set apart lasf year ior ‘extension of
postal facilities in rural areas, Rs. 3,51,000 was spent.

Mr., K. Ahmed: In view of the fact that there are not suffigient
number of sub-post offices in the rural areas for the villggers to receive
letters distributed by the postal peons, do Government propose, for the
benefit of the country and the masses who live in the villages, to take
steps to start immediately sub-post offices equipped with peons, who will
be able to distribute letters to the addressees, otherwise it is against the
public policy that the letters addressed by the senders are not delivered to
the addressees, and thus their money is wasted in the Department of tny
Honourable friend?

The Honourable Sir Thomas Btewart: If the Honurable Member will
refer to the answer I gave to part (¢) of the question, he will realise that &

fairlv substantial sum is being devoted each year to the development of
rural post offices.

Mr. K, Ahmed: But are Government aware that there are no peons
to make delivery of these letters? What is the use of wasting the money
by buving postcards and envelopes, if the addressees do not receive those
letters? What steps do Government propose to take to guarantee that
the addressees do receive their letters and the neeessary number of peons
is kept in the sub-pest offices in the rural areas, so that the masses m
the villages, who live in the interior of the country, do get their letters?

Mr. President (The Honourable Sir Abdur Rahim): It is not a ques
tion: it is a speech.

Mr, T. 8. Avinashilingam Ohettiar: May I know what is the dmtmct}on
that the Honourable Member drew between the ‘‘non-returnable’” and
“without contribution"’ basls?

The Honourable Sir Thomas Stewart: I said some offices were opened
with non-returnable contributions.

‘Mr. T. 8, Avinashilingam Ohettiar: What does it meﬂ'n?

he Homourable Bir Themas Stewsrt: The mmunng is that the eon-
tribution is not returnable.
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 Mr. T. 8, Avinashilingam Chettiar: May I know whet is the answer
to part (d)? I could not eatch it.

The Honourable 8ir Thomas Stewart: In answer to parts (a) and (d)
E shid that “contributiohs in respeet of post offices required solely to sérve
the mterests of a small gection of the public and unlikely to pay thei
way are realised in advaned’'

Prof. N. @G. Ranga: Are these annual contributions or lump sum contri-
butions?

The Honourable 8ir Thomas Stewart: There is one contribution levied
to begin with. The necessity for further contributions depends on the
success or non-success of the experiment.

Prof. ¥. G. Ranga: How much ecntribution is asked for from emch
post office?

The Honourable Sir Thomas: Stewart: That depends entirely on the cie-
cumstances of each particular case. An estimate is made of what will
be. the probable loss and that. is' the amouat of the contribution levied.

Mr. M. Thirumals- Reo: Will Government consider the desirability of
giving distributing peone: also to sub-post offices wherever they are started:
so that they may become more useful and bring in more revenue?

The Honourable Sir Thomas Stewart: It is paet of the establishment

of the post offices that there should be peons attached in order to deliver
the letters.

INADEQUATE REPRESENTATION oF INDLans v PorT TRUSTS.

1981, *Mr. T. 8. Avinashiingam Ghettiar: Will the Honourable Member
for Cothmrunications state :

(a) whether Government have received representations from relevant
interests that the representation provided for Indian interests
in Port Trusts are inadequate;

(b). if so, with reference to which ports; and

(c) whether any action has been taken by Government in the matter;
and if so, what?

The Honourable 8ir Thomas Stewart: (a) and (b). Representations
have been received from time to time from Indian commercial intereste
for larger Indian representation on all Port Trusts, either generally or in
connection with specific issues, such as the filling of a post or the giving
of a contract in a particular Port. In recent months such representations
Wave beeri received in coninection with the Port Trusts of Madras, Karachi
and Calcutta.

(¢) I would invite the attention of the Hemoursble Member to the
driswer given to parts (b) éo (d) of starred question No. 958 asked by Mr.
Satyamurti on the 18th September, 1988.
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Mr. T. 8. Avinashilingam Chettiar: May I know whether these cldfms
have been met in any case? - P e

The Honourable Sir Thomas Stewart: If by meeting all claims the
Honourable Member means: has there been any recent re-distribution of
seats on the Port Trust, the answer is in the negative.. P

Mr, 8. Satyamurtl: In view of the non-possumus attitude assumed by
Government in the answer to my last question, may I know whether Gov-
ernment have re-examined or propose to re-examine the question of
giving adequate representation for Indians on these Port Trusts, in view
of the fact that Indian commercial interests have grown in size an
number and importance, since the Acts were last enacted? :

The Honourable Sir Thomas Stewart: I do not accept the Honourable
Member's description of the attitude of the Government ns non-possumus.
In the answer to the question which he asked in the last Simla Session,
an indication was given that action was being taken.

Mr, 8. Satyamurti: May I know whether Government intend to intro--
duce within the next budget session any legislation, with a view to amend
the constitution of at least of some of the major Pork. Trusts, so as to
give more adequate representation to Indian intereste?

The Honourable 8ir Thomas Stewart: No, Sir. As at present advised
the Government have no such intention.

Mr. 8, Satyamurti: May I know the reasons why Governmént do not
propose, in view of the number of Indian merchants using these ports, in
view of the increase of the Indian share of the trade which passes through
these ports, and in view of the well-known policy of Indianisation which
this House constantly presses on the Government, may I know the reasons
why Government have no intention of bringing in an amending legislation,
to give more adequate representation to Indians?

The Honourable 8ir Thomas Stewart: The Honourable Member's ques-
tion was answered at some length by Mr. Clow in the last Session,

Mr. 8. Satyamurti: I want to know why Government-do not propose to
re-examine that question.

The Honourable Sir Thomas Stewart: That was not the Honourable
Member's first question.

Mr. T. 8. Avinashilingam Ohettiar: May I know why Government do
not propose to re-examine the question now?

_The quonrlble Sir Thomag 8tewart: Because, with one exception,
they are satisfied that the existing representation is proper and appropriate
to the importance of the different trading interests in the various ports.
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~ - My, T. 8. Avinashilingam Ohettiar: What is the exception. referred to
by thé Honourable Member and what steps have been taken in that case?

The Honourable 8ir Thomas Stewart: If the Honourable Member will
refer to the answer given tp Mr. Satyamurti’s questlon, he will find that
enquiries have been made from the Government of Madras asking for
their views regarding representation of various interests on the Madras
Port Trust?

Mr. Manu Subedar: May I enquire how many years have elapsed since
these Acts governing the constitution of these Port Trusts were pa.ssed
last and which made a redistribution of the seats?

. The Honourable Sir Thomas Stewart: I cannct give the date of the
latest reconsideration, but very considerable changus have been carried
out within the past ten years.

Ennomn-r OF SPECIAL Consmnms pURING FLooDs oN THR EASTE‘R‘N
BengAL RArLway.

1282, *Mr, Brojendra Narayan Ohmdhury Will the Honoumblr. the
Railway Member please state:

(s) whether several persons of village Bagat, Dhopghat and Behram-
pur have been enlisted as special constables consequent, on the
cutting of the Eastern Bengal Railway lines near Behrampur
during the extraordinary heavy floods, threatemng crops and
house property in August last;

(b) whether the Railway authorities made any complaint to the
District authorities, written or verbal, regarding mtan’amnce
with Reilway embankment; if so, whnt. .

(c¢) whether Railway authorities suggested the above measures ;

(d) whether he is aware of the public view that the enrolment of'
special constables is & punishment nnd disgrace; and

(e) whether any instructions are being issued to railways generally'
that in similar instancdes where villagers are threatened with
grave peril to person and property by floods, no complaints
should be made in similar cases?

The Honourable Sir Thomas Stewart: thulrles are being made from
the Railway Administration and a repl\r will be laid on the table in due
course.

SHIFTING OF THE OVERBRIDGE OVER THE CHANDRAKONA ROAD SraTION ON THE
PENGAL NAGPUR RATLWAY.

1288, *Mr. Brojendra Narayan Ohaudhury: Will the Honourable the
Railway Member please state:

(a) if any complaint has been made to the Railway authorities about
the inconvenience and danger to seafety of the
overbridge over the Chandrakona Road station, Bengal
‘Nogpur Raflway, being located in the eastern side of the
station; :
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'{By whiethver the direction of trafiic soross the statien is on the.west
of tke station from where the main metalled road runs and
where the shops and restaurants are situated;

(¢} whether it is a fact that owing ¢o the sbove ressoms people
generally cross the Fies on the west side and rum the risk;
and

(d) whether shifting of the overbridge has been considered to meed
public convenience and to avert danger to public?

The Honourable Sir Thomas Stewart: Enquiries dre being mide from
the Railway Administration and a reply will be laid on the table’in dwe
course. .

REVENUE RETURNS AND EXPENDITURE oF THE Posts aNp TRLRGRAPHS
DEPARTMENT.

'1284. *Mr. S. Satyamurti:  Will the Honourable Member for
Communications please state :

(a) the latest revenue returns for the Posts and Telegraphs Depart-

© ment as compared with those of last year;
(b) the expenditure in that department during that period as ot

pared with the expenditure of last year; and

(o) whether there are any proposals for retrenchment which have

been, or are proposed to be, given effect to?

The Honourable 8ir Thomas Stewart: (a) and (b). A statement based
on approximate figures is laid on the table.

(c) Certain items of expenditure have been postpemed and cuts have
been imposed on expenditure under travelling allowance, contingencies and
repairs. The general imstructions regarding economy in expenditure
applicable to other Civil Departments are also applicable with modifications
to suit special needs of the Department. No proposals regarding retrench-
ment of staff are, however, under consideration.

Statement of Eevenue and Bzpenditure of the Posts and Telegraphe Department.
Revenue, Expenditure.
Approximate up to October, 1938 . . 6-18 lakhs. 632 lakhs,
Agproximate for corresponding period 1037 623 lakhs. 613 lakMy,

Mr. 8. Satyamurti: May I know what, acoording to the informaetion of
my Honourable friend, is the net saviag which is expected as & result of
the e;onomies which he mentioned in the Posts and Telegraphs Depart-

H 8 =

The Honourable Sir Thomas Stewart: I am afraid I can give no
estimate.

. Mr. 8, Satpamurti: May I know if the ecomomies expacted bear any
proportion to the fall in revenues in the Posts and Telegzaphs Department ?
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 The Honourable Sir Thomas Stewart: Sir, 1 would be reluctant to 8ay
that there was any arithmetical relation between the two, but the end
towards which we are working is that our budget should be balanced at the
end of the year.

Mr. 8. Satyamurti: Are the Government psying special attention to the
Telegraphs Department which is always a losing concern, and are they
applying any special measures of econgmy to that part of the Posts and
“Telegraphs Department, so as to produce a balanced budget at least?

The Honourable Sir Thomas Stewart: Sir, before the present need for
economy arose, the Government of India were fully seized of the necessity
for carrying out every possible economy in the Telegraphs Department.

Dr. Sir Ziauddin Ahmad: May T know whether the Government of
India have satisfied themselves that the retrenchment does not affect the
officient working of the department?

The Honourable Sir Thomas Stewart: We trust that no steps will be
taken which will impair the efficiency of the department.

Mr. Abdul Qaiyum: May. T know if economies will be effected by
reducing the pay of the higher staff? That is a direction in which Govern-
ment ought to economise.

Mr. President (The Honourable Sir Abdur Rahim): That question does
not arise. Tt is a suggestion that has been made.

AouuISITION oF THE TELEPHONE SYSTEM IN MADRAS BY (GOVERNMENT.

1285, *Mr. 8. Satyamurti: Will the Honourable Member for
{:ommunications please state:
(a) whether the Government of India have been addressed by the
" Madras Telephone Company about the intentions of Govern-
ment in respect of the ucquisition of that line by Govern-
ment;

(b) whether Government have considered the question of aequiring
the paying lines as and when contracts fall due, or even
earlier if possible; if so. what are the decisions thev have
come to thereon; and

(e) if not, when they ypropose to take up the consideration of the
question ? .

The Honourable Sir Thomas Stewart: (a) Yes.
(b) and (c). The question is under consideration.

Mr. 8. S8atyamurti: Mayv I know if the communication from the Madras
Telephone Company to the Government of Tndia will be made avnilable
to the House?

The Honourable Sir Thomas Btewart: T am afraid that T am nof in a
position to lay on the table of the House the communieation of a private

party. -
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Mr, 8, Satyamurti: May 1 know whether, in considering and deciding
this quéstion, Government will take into consideration the fact that the
comparatively non-paying lines are being worked by Government ard the
comparatively paying lines are being worked by these private companies?

The Honourable Sir Thomas Stewart: That is a very obvious considera-
tion which will be before Government.

Mr. 8. Satyamurti: May I know if Government will also take into
_consideration the feeling of several sections of the House that these public
utility services ought to be taken over by the Government as early as
possible ?

The Honourable Sir Thomas Stewart: Certainly. \

"

RECOMMENDATIONS OF THE WEDGWO0OD COMMITTEE.

1286. *Mr: 8. Batyamurti: Will the Honourable Member for
Railways please state: -
(8) what. are the recommendations of the Wedgwood Committee
on which Government have passed orders since the issue of
the last blue book on the subject,

(b) the recornmendations on which they have passed the order and
the orders passed thereon: and

(c) whether Government propose to consult the House in respect
of the major recommendations of the Wedgwood Committee,
before they pass orders thereon; if not, why not?

The Honourable Bir Thomas Stewart: (a), (b) and (¢). I would refer
the Honourable Member to the replies given to starred question No. 687,
asked by him on 31st August, 1938, and starred question No. 886 asked
by him on B8th September, 1888, in this House and-to supplementaries
agked in connection with those questions. It is expected that the revised
statement showing further decisions arrived at on certain recommendations
of the Railway Enquiry Committee will be ready soon and will be made
available to the House.

Mr. B, Satyamurti: With reference to my previous question, I was told
that they have passed certain orders on certain other recommendations,
which they were not in a position to tell the House; today, again, I am
told that they have passed certain other orders which will be made avail-
able to us later on. What happens to the House then? 1 submit thev
should not pass orders on certain recommendations before the House had
an opportunity of considering them. We are not told ex post facto, that
is, till the matter becomes too late. I should like to know from the
Honourable Member when the Government propose to place on the table
of the House a further report on the recommendations of the Wedgwaod
report on which thev have passed orders, that is to sav, whether it will be
placed on the table of the House before we rise for this session?

Phe ‘Honourable Sir Thomas Stewart: I should be very happy if we
were in a position to do so. I shall make every endeavour that it should

be placed on the table of the House. .
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Mr. 8. Batyamurti: What is the specific answer to part {c)? That is,
1 am talking of the major recommendations of the committee, involving
policy, finance, federal railway authority, future management, future
acquisition of company-managed railways on which they have made far
reaching recommendations. May I have an assurance from Government
that, in respect of these major recommendations involving poley or
finance, no orders will be passed by Government without consulting this
House?

The Honourable Sir Thomas Stewart: 1 am not in a position to say
anything more than what was stated by my predecessor, Sir Sultan -
Ahmad, in the course of the general debate on the Wedgwood report.

Mr. 8. Satyamurti: Have Government since examined these recom-
niendations? The Honourable Sir Sultan Ahmad gave a general assurance
that, except in regard to matters to which he referred, further action would
be postponed. I am asking specifically with regard to several major
recommendations of the Wedgwood (lommittee involving, I repeat
important questions, e.g., the question of the future management of
company-managed railways, extending theéir contracts, not terminating
them, the position of the State railways with regard to the raising of loans
in the open market, apart from Government, and many other important
matters,—I have mentioned only one or two of them for my Honourable
friend’s recollection,—I am asking whether, in respect of these matters,
the House will be given an opportunity to express its opinion before Gov-
ernment pass orders thereon.

The Honourable 8ir Thomas Stewart: The answer to that guestion, Sir,
in that whether any particular matter should be referred to this House
depends on the merits of the particular matter in question.

Mr. 8. Satyamurti: I have asked a specific question in clause (c),
whether Government propose to consult the House in respect of the major
recommendations of the Wedgwood Committee before they pass orders
thereon; if not, why not? The phrase ‘‘major recommendations’”, I
submit, is a well understood English phrase, and I have also given my
Honourable friend some indication of what is in my mind. T want to know
whether Government have considered this question. and come to any
ccnclusion as to consulting the House or not before they pass final orders.

The Honourable Sir Thomas Stewart: 5o far as T amn aware no decisions
on recommendations of a major character have been taken.

Dr. Sir Ziauddin Ahmad: The Honourable gentleman is aware of the
recommendations of the Public Aeccounts Committee on the Wedgwooa
Committee as embodied in the report. I want to ask whether Governmen.
have taken any action on any matter contrary to the recommendations of
the Public Accounts Committee?

The Honourable Sir Thomas Stewart: Sir, T cannot see that the recom-
mendations of the Public Accounts Committee arise out-of thin-question.

B 2
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Dr. Sir Zisuddin Ahmad: The Public Accounts Committee made &
specific recommendation on the Wedgwood Committee’s report.

Mr. President (Thc Honourable Sir Abdur Rahim): No. 1288.
+1287*.

TELEPHONE CALLS BETWEEN SHILLONG AND SYLHET.

1288, *Mr. Brojendra Narayan Ohaudhury: Will the Honourable the
Railway Member please state:
(a) the number of telephone calls between Shillong and Sylhet in
the three months August, September and October, 1988, as
also the figure for the previous three months;

(b) the revenue for those calls earned in the first and second periods
of three months;

(c) what the increase or decrease is due to; and

(d) whether it is proposed to increase the rates charged for the
calls; if not, why not?

The Honourable Sir Thomas Stewart: (a), (b) and (c¢). | regret that
the information required by the Honourable Member is not available.

(d) The reply to the first part is in the negative. The rates are fived
according to a standard adopted for the whole of India on the basis of
radial distances and there is no reason why calls between Shillong and
Sylhet should be charged for on a different and higher basis.

Mr. Brojendra Narayan Ohaudhury: May I know why the number of
calls are not available?

The Honourable Sir Thomas Stewart: Because the figures in question
are not recorded. :

Mr. Brojendra Narayan OChaudhury: If the number of calls are not
recorded, how do they charge the customers?

The Honourable Sir Thomas Stewart: The Honourable Member is
asking the rate at which we charge?

Mr. Brojendra Narayan Chaudhury: No, Sir. The Honourable Member
has replied that these figures are not available. If the number of calls are
not recorded how are customers charged ?

The Honourable Sir Thomas Stewart: Each call is recorded on a
separate ticket which is sent in to the central accounting office and the
charges are made on each individual ticket.

Mr. Brojendra Narayan Chaudhury: Could not the ﬁgures be obtained
from the accounting office?

+This question was withdrawn by the questioner,
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The Honourable 8ir Thomas Stewart: No, Sir.
Mr. Brojendra Narayan Ohaudhury: Why not, Sir?

Mr. President (The Honourable Sir Abdur Rahim): Next question.

DETENTION OF MAIL BETWEEN SURMA VALLEY AND CHITTAGONG AT LAKSAM.

1289, *Mr. Brojendra Narayan OChaudhury: Will the Honourable the
Railw:ny Member pleaso state:

(a) whether the mail between Surma Velley and Chittagong is
detained at Laksam, or at another station in its journey he
rail; if so, for how long;

(b) whether there has been any correspondence between the Postal
Department and the Railway regarding the detentions or
any undue delay by halting of the train; if so, why it has not
been found possible to prevent detention and delay; and

(¢) if the reply to part (b) be in the negative, whether the Postal
Department propose to start correspondence, if not, why not?

The Honourable Sir Thomas Stewart: (a) Mails between the Surma
Valley and Chittagong District with the exception of uninsured articles of
the letter mail for and from Chittagong town are detained at Laksam for
about twenty-two hours. .

(b) and (c). No correspondence with the Railway has, I am informed,
taken place recently, but the Postmaster Generasl, Bengal and Assam
Circle, is being asked to examine the existing arrangements with n view to
see whether the detention cannot be avoided or materially reduced.

Mr. Brojendra Narayan Ohaudhury: Will the Honourable Member
suggest to the postal authorities that the down mail from Surma Vallev
be carried by 6 Down which leaves T.aksam about three hours after the
mail reaches Laksam by 2 Down?

The Honourable Sir Thomas Stewart: Certainly we shall consider the
suggestion made by the Honourable Member,

DISORIMINATION IN THE SBUPPLY OF WATER IN THE Rarmmway COLONIES OF
PAHARTALI AND CHITTAGONG.

1290. *Mr. Brojendra Narayan OChaudhury: Will the Honourable the
Railwny Member pleasc state if it is a fact that water supply arrangement
in the Ruilway colonies of Pahartali nnd Chittngong is discriminatory, i.e.,
Europeans being served with continuous supply for twenty-four hours, and
Indiuns with an intermittent supply ? Ts the discrimination strictly based
on grades of pay? If not, on what other consideration?

The Honourable Sir Thomas Stewart: Enquiries are being made from
the Railwuy Administration and a reply will be laid on the table in due
course.

Mr, 8. Satyamurti: May 1 know the reason for the delay in the answer
to this question, which involves a matter of racial distinetion on which
the House feels strongly ?
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I d'?.'ho Honourable Sir Thomas Stewart: The geographical dimensions of
ndia,

~Mr. 8. Satyamurti: Are there no telegraph lines und telephones? My
submisgion is that, in a matter of racial discrimination, an answer like this
means no supplementary questions can be raised. I submit that unless they
can give some reasonable reason as to why they cannot give the answer. . .

Mr. President (The Honourable Sir Abdur Rahim): I do not know
whether it would be easy to get answers by telegram.

My, 8. Satyamurti: Is it difficult?

Mr. President (The Honourable Sir Abdur Rahim): It may not be diffi-
cult; it may be unsatisfactory. '

Mr. 8. Satyamurti: Have they made any effort to get any answer to
this question by. telegram, and can they say there were special difficulties?

The Honourable Sir Thomas Stewart: The difficulty I explained is the
extent and size of India.

Prof. N. G. Ranga: What about the telegraph, Sir?

The Honourable Sir Thomas S8tewart: I think the telegraph is an incon-
venient method of getting information at considerable length.

Mr. 8. Batyamurti: May I draw the Honourable Member's attention to-
the fact that, in the House of Commons, His Majesty's Government answer
questions relating to the ‘‘far-flung British Empire’’ and they do not go on
asking for notice again and again? Why do not the (tovernment of India
employ the same means, the telegraph?

The Honourable 8ir Thomas Stewart: Is the Honourable Member
referring particularly to this question or to all questions? :

Mr. 8. Satyamurti: | am asking sbout this question.

The Honourable Sir Thomas Stewart: I see no reason why this question
should be treated differently to any other.

Mr, S. Satyamurti: The reason is this. Tn this country, we are con-
stantly humiliated by our European masters. And here is a case of Burn-
peans getting water over 24 hours, while Indians get an intermittent aupply.
I am asking why he did not get a telegraphic answer?

The Honourable Sir Thomas Stewart: If it is the suggestion of the
Honourable Mcmber that T have deliberately delayed in getting the aunswer
to this particular question because of the issues involved, 1 would repudiate
that suggestion very strongly.

Mr, Sri Prakasa: Is it not that, because of their personal habits, Euro-
peans in India require less water than Indians?
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Mr. President (The Honourable Nir Abdur Rahim): Ovder,  order,

No. 1291.
INDIANS IN PALESTINE.

1291, *Mr. Badri Dutt Pande: (a) Will the Secretary for External
Affairs be pleased to state how many Indians there are in Palestine?

(b) Have any of them been killed, or have suffered any injury or mone-
tary loss, in the communal tension that is going on there? If so, will
the Becretary be pleased to state details?

Sir Aubrey Metcalfe: The attention of the Honourable Member is invit-
ed to my answer to parts (a) and (b) of Mr. Santhanam s question No. 1198

-on the 10th November, 1938.
With regard to the monetary loss incurred by Indians in Palestine, the
-Government, of India have no information.

Mr, Badri Dutt Pande: Will they call for information on the subject?
Sir Aubrey Metcalte: No, they have received no complaints.

1291A, *Mr, T. S. Avinaghilingam Ohettiar: -Sjr, I do not wish to
‘put this question as I do not think it is any use putting it.

ABOLITION 0% SLAVERY IN THE PANGSHA TRIBAL AREA.

1291B. *Mr. Badri Dutt Pande: \\ith reference to the expedition of
the Assam Rifles headed by the Deputy Commissioner, Naga Hills, for the
abolition of slavery in the Pangsha tribal area, will the Secretary for
External Affairs be pleased to state:
(8) the number of the slaves rescued ;
(b) the methods employed for rescue of the slaves; aud
(e) whether it is said in the press communiqué ‘‘By the punishment
of the Pangshu tribe a reign of terror over & wide area was
ended st sny rate for some time,’’ and what was the nature
of the punishment inflicted on the tribes?

Sir Aubrey Metcalle: (a) Seven.

(b) The expedition secured the release of the slaves by punishing the
‘tribe who declined to surrender them. .

(e) Yes. Two of the offending villages were burnt and fines were inflict-
] on two others.

Mr. Badri Dutt Pande: Were uny fines levied {romn those tribal areas?

Sir Aubrey Metcalfe: Not from the areus: I have stated that fines were
ipflieted on two offending villages.

-

Mr. Badr Dutt Pande: Were any tribal people impriscned?
8ir Aubrey Metcalfe: Not so far as I know.
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Mr. Badri Dutt Pande: Were any houses burnt?

8ir Aubrey Metcalfe: Yes; two villages were burnt.

ARTICLE ENTITLED “ PLigHT oy FroNTIER HINDUS ” PUBLISHED IN THE
LEADER.

- 12010. *Mr. Badri Dutt Pande: (a) Will the Secretary for FExternal
Affairs be pleased to state if he has seen a suggestive article by Rai Mehr
Chand Khanna Bahadur, M.L.A., published in the Leadcr o_f the 28rd
October, 1988, on page 8, under the caption '‘Plight of Frontier Hindus '?

(b) What is the amount of the frontier allowance which is paid annually
to the inhabitants of the unsettled areas? Is it the intention of Govern-
ment to stop this payment, especially to those people who harbouk outlaws?

(¢) What steps have Government taken, or propose to take, to regulate
the influx of the people from the tribal areas into the settled distriots?

(d) Are there any Sikhs or Hindus in the Frontier Constabulary or
Khassadar Force?

8ir Aubrey Motcalfe: (a) Yes.

(b) The average annual expenditure on tribal aliowances during the last
three years is Rs. 7,02,798. The stoppage of allowances is one of the
methods commonly used in applying pressure to persons who harbour out-
laws. It is impossible, however, to say that this method will be used in
every case.

(c) Those tribesmen whose tribes or sections are acting in an unfriendly
manner towards residents of British territory have been totally debarred
from access to settled districts.

(d) There are three Hindus in the Frontier Constabulary, and no Sikhs
or Hindus in the Khassadar Forces.

Mr. Abdul Qalyum: With reference to part (¢) of the question, is it &
fact that these allowances are only paid to those people who favour the for-
ward policy which is being pursued by the Government?

8ir Aubrey Metcalfe: No.

Pandit Krishna Kant Malaviya: 1s it due to these allowances that all
these troubles in the Frontier Province are happening?

Bir Aubrey Metcalfe: No.

Mr. Abdul Qaiyum: In how manyv instances last year were these tribal
allowances stopped in the 2ase of tribes whc harhoured outlaws?

Sir Aubrey Metcalfe: I should have to have notice.

Mr. Abdul Qaiyum: Is it.not a fact that a large number of outlaws from
the settled districts are harboured in the tribal belt to the knowledge of the
political authorities, and yet Government are going on payvinz them for the
pleasure of harbouring these outlaws? :
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8ir Aubrey Metcalfe: No. I have explained thet the stoppage of allow-
ances is one of the methods used to bring pressure on tribesmen who do

harbour outlaws.

Mr. Abdul Qaiyum: May I know if it has ever been so used? To my
knowledge these allowances have never been stopped for the offence of

harbouring outlaws.
Sir Aubrey Metcalfe: To my knowledge they have.

Mr. 8. Batyamurti: What are the principles on which these allowances.
are paid to the inhabitants of the unsettled areas? Or, is it merely =
question of patronage?

8ir Aubrey Metcalfe: They are usuallvy paid as a reault of agreements.
made with the tribes many vears ago.

Mr. Abdul Qaiyum: May T know if Government will consider the desir-
ability of spending there Rs. 7 lakhs on education and for starting induatries,
rather on pavments to fhese malike and tribes?

Sir Aubrey Metcalfe: That is a suggestion for action and not a request
for information.

Mr. Abdul Qaiyum: What are the results which Government hnve ob-
tained for India and the Indian taxpayer as a result of spendinv these:
amounts for many vears on these allowances?

Bir Aubrey Metcalte: Thai again is n question of which T should require
notice.

Mr. T. 8. Avinaghilingam Ohettlar: May I know if Government have
ever considered the desirability of spending some of this monev on educa-
tion in this tribal area?

8ir Aubrey Metcalfe: They are always considering the desirability of
any methods which may lead to further pacification.

INDIANS IN TANGANYIRA.

1201D. *Mr. Badrl Dutt Pande: Will the BSecretary for External
Affairs be pleased to state how many Indians there are in the Tanganvika
Colony and what are their assets?

8ir Aubrey Metcalfe: The question should have heen addressed to the-
Becretary, Department of Education, Health and Lands.

UNSTARRED QUESTIONS AND ANSWERS.
NEw Goops LInk SERVICE INTRODUCED ON 1HE FENGAL Nacrur RalLway.

91. Mr. P. R. Damzen: Will the Honourable Memher for Railwavs
please state whether under the New Goods Link Service introduced on the
Bengal Nagpur Railway the Loco staff maintained for goods service are
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being booked as passengers to balance power, or are being returned to
headquarters as passengers when there are no goods trains available to be
worked back and that they are not being paid for the time spent on their
journeys to or from their headquarter stations?

The Honourable Sir Thomas Stewart: This is a matter of detailed ad-
ministration on which Government have no information. T am, however,
sending a copy of the question to the Agent and General Manager. for
" such action as he may consider necessary.

ResToRATION OF OLD Pass Runes 1o RaiLway FEMPLOYEES.

92. Mr. P. R. Damsen: (a) Will the Honourable Member“for Railways
be pleased to state whether any decision has been reached in regsrd to the
Railway-employges’ demand for restoration of the old pass rules?

(b) If the reply to part (a) be in the affirmative, will the Honourable
Member be pleaged to lay on the table a statement showing detailed conclu-
sions reached on the subject?

(c) If the reply to part (a) above be in the negative, will the Honourable
Member be pleased to state when a decision is likely to be rcached? In
view of the assurance given on the floor of this House on the 26th August,
1988, in reply to a question by Mr., Lalchand Navalrai to the effect that a
debision on this question would be given after the Motor Vehieles Bill had
been dealt with, do Government propose to expedite the matter?

The Honourable Sir Thomas Stewart: (a) Yes.

(b) The conclusions arrived at are:

(i) that the number of passes admissible per annum to otficers re-
cruited lereafter will be six sets, instead of twelve sets 18 at
present.

(ii) that subordinate employces on the old scales of pay, with not
less than 25 years' service, will be given annually four sets
of passes, instead of three sets as at present.

(é) Does not arise.

Purring oF MusnLiMs oN UNIMPORTANT WORKsS ON THE EASTERN BENGAL,
Rainway.

98. Mr. Muhammad Nauman: [s the Houourable Member for Railwa)s
aware of the fact that mostly Muslims in subordinate services on the
Eastern Bengal Railway are permanently put to work in unimportant works
of sections in all depariments and these arrangements debar them from
showing their merits and render them inefficient in sectional work to
compete for higher grades, which alwanys depend on the nature of work
they have performed?

. 'The Honoprable 8ir Thomas Stawart: Government are informed that
the facts are not as stated by the Honourable Member.
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DENHAL oF LEAVE TO MUSLIMS FOR SAYING THEIR FRIDAY PRAYERS ON THE
EASTERN BENGAL RATLWAY.

. Mr, Muhammad Nauman: Js the Honourable Member for Railways
aware oi the fact that Muslim employees on the Eastern Bengal Railway
are not allowed leave for saying their Friday prayers, and they have got
no prayer rooms within their reach to say even their daily regular prayer?

The Honourable Sir Thomas Stewart: It 1z not practicable to permit
a large number of Muslim employees to stop work for a long period on
Fridays, nor do Government adwit the liability of providing prayer rooms
for members of any community.

DevNian or HaLr ax Hour's Leave To MusLims oN THE FasTery BrnNoan
RAILWAY DURING RAMZAN.

95, Mr, Muhammed Nauman: Ig the Honourable Member for Railways
-aware of the fact that the Eastern Bengal Railway Administration practi-
cally do not allow Muslim employees to leave offices at least half an hour
before the breaking of fast in the sncred month of Ramzan without forcing
them to come to office half an hour earlier in the morning?

The Honourable 8ir Thomas Stewart: The normal working hows of
clerks in the Headquarters Office of the Eastern Bengal Railway are:

Monday to Friday—10-25 A.M. to 5 p.M, with no recess.
Saturday—10-25 a.M. to 2 P.M. with no recess.

During the month of Ramzan, however, Muslim clerks and draftemen are
permitted to leave office ut 4-30 p.M., i.c., half an hour before the prescribed
closing time provided they come to office everyday half an hour earlier
than the prescribed opening time. Any departur¢ from this practice would
result in Muslim employees working shorter hours than members of other
-communities.

Post oF AsSIsTANT LAw OFFIcER oN THE EASTERN BENGAL RAILway.

96. Mr. Muhammad Nauman: (a) Is the Honourable Member for Rail-
wavs aware of the fact that the post of Assistant Law Officer on the
Eastern Bengal Railway sanctioned by the Railway Board was given to
the Law Officer’s sun approved by the General Manager?

(b) Will the Honourable Member state if this post was at all advertised
to give a& chance to the minor community, whose quota is low in cvery
respect and, if not, why not?,

The Honourable 8ir Thomas Stewart: (8) The post of the Assistant
Law Officer is not in the railway cadre. He is appointed and paid for by
the Law Officer out of the fees received by the ]nttar from the railway for

professional services rendered by him.

(b) Does not arise.



MEBSBAGE FROM H. E. THE PRESIDENT OF THE TURKISH
REPUBLIC.

Mr, President (The Honourable Bir Abdur Rshim): Before the House
begins the busiress of the day, I may inform Honourable Members that
in acknowledgment of the message of condolence which was passed by the
House- the other day and transmitted as desired to His Excellency the
President of the Turkish Republic, 1 have received this telegraphic
message from him:

“Very touched by the valued manifestation of sympathy with which the Legis-

lative Assembly has been pleased to honour the memory of Ataturk. I beg you to be
80 good as to accept my thanks and to convey them to the members®. Tnonnt*'.

AMENDMENTS TO THE OTTAWA TRADE AGREEMENT' ‘RULES.

The Honourable Sir Muhammad Zafrullah Khan (Member for Commerece

and Labour): Sir, I lay on the table a copy of further amendments of the
Ottawa Trade Agreement Rules, 1982

DEPARTMENT OF COMMERCE.,

NOTIFICATION.
; New Delii, the 2nd April, 1938.
No. 20-T. (4)/38.—In exercise of the powers conferred by sab-section (2) of
section 3 of the Indian Tariff Act, 1834 (XXXII of 1834), the Central Government

is pleased to direct that the following furthcr amendment shall be made with effect
from 1st June, 1938, in the Ottawa Trade Agrcement Rules, 1832, namely :—

After rule 5 of the said Rules, the following rule shall be insert:d, namaly—

~ "5A. (1) No claim that goode are chargeable with a preferential rate of duty shall
be considered by the Customs Collector in respect of goods imported by post unless—

(a) At the time of arrival in British India such goods bear on the covering a
declaration as to the country of origin, or .

(b) such claim is made by the owner at any time before delivery of the goods is

(2) If the owner of the goods isx unable to satisfy the Customs Collector that the
s fulfil the conditions laid down in rule 4 or rule 4 read with rule 4A, the Customs
llector shall proceed in the manner laid down in rule 5.

M. BLADE,
Joint Secretary to the Government of India.

No. 20-T. (4)/38.

A copy of the above notification is forwarded to all Provincial Governments, Chief
Commissioners, the Political Officers and to all Departments of the Government of
India except the Home and External Affairs Departments, to the Private Becretary to

lél.i" Excellency the Viceroy and to the Military Secretary to His Excelloncy the
iceroy.

*Thie is the translation of the o‘l‘.iginal message in French which was as follows —

“Tres touche de la precieuse manifestation de sympathie dont L  Assembice
Legislative a bien voulu honorer la memoire D Ataturk je vous prie de bien vouloir
recevoir mes remerciements et les transmettre a sex membres. INONWU."

( 3078 )
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A copy is also forwarded to all Collectors of Customs, the Principal Collector of
Customs, Colombo, the Collectors of Salt Revenue, Bombay and Madras, the
Accountants General, Madras, Bombay, Bengal and Burma, the Comptroller, Sind,
Karachi, the Accountant Gemeral, Central Revenues, New Delhi, the Chief Customs
Officer, Port Okha (Kathiawar); the Director-General of Commercial Intelligence and
Statistics, the Secretary, Tariff Board, the High Commissioner for India, London, the
Indinn Trade Commissioner, London, the Director, Federation of British Industries,
London, the Indian Government Trade Commissioners, Hamburg, Germany, Milan,
Ttaly, Osaka, Japan, and Mombassa, British East Africa, His Majesty's Trade Com.
missioner in India, all Chambers of Commerce and Associations, the Canadian Gov-
ernment Trade Commissioner in India, the American Trade Commissioner, Calcutta,
the Chief Controller of Stores, Indian Stores, Department, and to the Central Board
of Revenue.

A copy, with fifteen spare cepies, is also forwarded to the Government of Burma.
By order, etc.,

G. CORLEY-SMITH,
Arsistant Secretary to the (Fovernment of India.

DEPARTMENT OF COMMERCE.
1 NOTIFICATION,
TaArIres.

Simla, the 10th September, 1938,

Nu, 20-T. (£9)/38.--In exercise of the powers conferred by sub-scclion (2) of Sec-
tion 3 of the Indian Tariff Act, 1834 (XXXIT of 1934), the Central Government is
leased to direct that the following further amendment shall be made in the Ottawa
rade Agreement Rules, 1832, namely :—
For clause (a) of sub-rule (1) of rule 5A of the said Raules, the following clause
shall be substituted, namely :—

“(a) At the time of arrival in British India such goods are covered b declaru-
tion as to the country of origin entered in the cusbom-"dooh{n:ionwf::n
or {in the shsence of such a form) on the wrapper of the package”.

N. R. PILLAI,
Joint Secretary to the Government of India,

No. 20-T. (29)/38.

A copy of the above notification is forwarded to all Provincial Governments, Chief
Commissioners, the Political Department and the Political Officers, to all Depart-
Esttl;n oIl; gheh%s:znmnt :)f énduE extﬁapt the Home and External Affairs lepartments,

e Priva o i the Vi ili
to His Exceliency ton {Yioaroy.“ xcellency the Viceroy and to the Military Secretary

.. A copy is also forwarded to all Collectors of Customs inci > .

Customs, Colombo, the Collectors of Salt Revenue, Bémubl:yyrﬁzlpuhlwdgwwl t}?:
Accountunts General, Madras, Bombay, Bengal und Burma, the Com l"114;:-“" Bind
Karachi, Itha Accountant General, Central Reyenues, New I’)alhl the Chief (zusfom;
(‘)Iﬁober,‘ Fort ()lgha [Kal.hmwmj,’l; the Director-General of Commsr’cial lntalligen’ce .snd
bt.utmtlrst the Becretary, _Te_mﬂ' Board, the High Commissioner for India, London
the Indian Trade Commissioner, Lomfon, the Director. Federation of British Indus-
tries, London, the Indian Government Trade Commissioners Hambur, ‘Gemmm'
Milan, Italy, Osaka, Jgpun, Mombassa, British East Africa m;d New \;;:rk U tgé
States of America, His Majesty’s Trade Commissioner in India sll Chamber, " of
Commerce and Associations, the Canadian Government Trade Coﬁmiuioner i i di

the American, Trade Commissioner, Calcutta, the Chief Controller of Bf-omn Ir:i'ul
8Stores Department and to the Central Board of Revenue. o R

A copy, with fifteen spare copies, is also forwarded to the Government of Buma.
By order, pte.,
G. CORLEY-SMITH,
Assistant Secretary to the Government of India.




THE INDIAN INCOME-TAX (AMENDMENT) BILL.

“The ‘Honourable "Sir 'James ‘Grigg (Finance Member): 8ir, I move:

““That the Bill further to amend the Indian Income-tax Act, 1822, as Teported by
the Select Committee, be tuken into consideration.”

The Report of the Belect Committee has been now in:the hands of
Members for six days. I would like to begin this morning by expressing
my gratitude to all the Members of the Committee. The House may
be interested, even perhaps surprised, given the character of the Finance
Member and the quality of the subject, to be told that never at any time
was there a jarring or ill-tempered note. Controversies there were of
courge, and I am bound to confess that there were oceasions when several
persons were addressing the Committee at the same time. ut there
were comparatively few occasions when these controversies had to be
brought to the arbitrament of the vote; and for the rest, 1 think, we all
of us worked to hammer out a Bill which would meet, or try to meet
sll the legitimate criticism which had been raised against the original
draft. Where everybody collaborated I think it might perhaps be regarded
as invidious to single out anyone for special mention, but T would like
to say how much the Leader of the Opposition contributed to the labours
of the Committee. It is true that to the consideration of some questions
he unfortunately came with a closed mind,—but then so did I—so who
am I to complain about thul?  Apart from these—and they were eom-
parstively few—le certainly threw his immense knowledge, -skill and
energy into the common pool. Whether in the end he will be proud of his
work in the Committee or not, T cannot say, but I certainly think he
ought to be, and it is certainly true that if the Bill is passed into law,
in anything like its present form, it will bear the impress of his skill
and knowledge. My gratitude to him is of course tinged with a certain
regret that my time in India has been so largely spent in public controversy
with him; but I think I may say that in spite of the fact that our public
relations bave been of a somewhat unfriendly character, there is nothing
of the sort in our private relations,

The main report sets out in detail the changes which have been made,
and 1 do not want to waste the time of the House by going over them ugain.
In general 1 think it may fairly be said that we made no fundamentul
alteration in the Bill, that it has been stiffened up against the tax-dodger
and that we have tried to soften its rigours in the interests of the honest
taxpayer wherever it has seemed safe to do so. In this latter respect it
will be obvious from the report that some Members of the Committee
wanted to go further; but even at the risk of losing my novel and entirely
agreeable reputation for sweet reasonableness I must, in honesty, say “hat
1 do not think.that this process of relaxation can be carried appreciubly
further. There are two very serious dangers to be guarded against. The
‘first is thet in giving the honest taxpayer an umbrellu you will make it
big enough to shelter a number of artful dodgers, with the result that che
artful dodgers will seize the umbrella and push the honest taxpayer out
into the rain, with the result that the honest man has got to pay a higher
rate of tax by reason of their dodging. The second is that by providing
in advence against dll-possible forms of tyranny on the part of the income-
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tax administration we shall so slow down the machine that a great deal
of revenue is lost, and lost not in favour of the honest but tyrannically treated
taxpayer, but loet in favour of the obstructive and dishonest. I, therefore,
ask Members, whenever they may be tempted to think that 1 am being
unreusonable in resisting amendments, that they should bear in mind these
considerations. I do not for one moment mean to say that we intend.
to make the machine harsher for honest and dishonest alike. We do ntend
quite definitely to make it much harsher against the dishonest, but we
huve every intention of so improving the administration that none bhut
the evasive and dishonest have any reason to fear it. The powers to deal
with obstruction and dishonesty must be there, but in the long run decent
adminietration and supervision must be relied upon to ensure they are
not being used against the righteous. There is one special topic I might men-
tion in passing, namely, that of section 49 of the original Act relating to-
double income-tax relief. Now that the Congress high command have
publicly assoviated themselves with the Federation of Indian Chambers
of Commerce and have ordered Provincial Governments to do the same,
we are bound to hear & good deal about this. I hope that we shall be able
to discuss the matter in a non-controversial spirit, at any rate I do not
propose to be the first to introduce controversy which would be entirely
out of keeping with the spirit in which the Select Committee conducted
ite task .

Mr, B. Satyamurti (Mudrus City: Nou-Mubammadan Urban): Then,
12 Noox, please get the sanction for us!

The Honourable Sir James Grigg: You throw the first stone.

1 think it wiser, therefore, to reserve tnhe uain ivirden of my rensarks.
ou this subject until my final reply.

‘Sardar ‘Sant Bingh (West' Punjab: Bikh): We would hke to bave the
figures.

The Honourable Sir James '@rigg: The Honourable Member might at
least let me finish my sentence.

For the present I will content myself with giving three or four figures
in order that Honourable Members, and especially the Honourable Meru-
ber from the Punajb, may be able to view the question in a proper per-
spective. 1 am not going n for any argumentation. 1 am merely giving
the basis of information on which the House may work, and I ask the
House to bear in mind this succession of figures.

An Indian company opersting in India under the present law pays
in ell about 34rd annas in the rupee.

An English company operating in Indis under the existing law pays
at present in all 4} annas in the rupee.

If section 49 is repealed, the English company operating in India will
pay more than 5} annas in the rupee, and if the United Kingdom also
repeals its reciprocal relief, the English company operating in India will
pay 7% annas in the rupee.

'That is the first set of figures.

The second fact is that for every lakh of relief that India- gives in
respect of these doubly-taxed companies as a whole, the United Kingdom
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gives two lakhs; in other words, the United Kingdom at present bears at
least two-thirds and probably -more of the cost of the relief.

A third set of facts relates to the total amount at stake. I see quoted
in another place the figure of 180 lakhs a year; and, certainly, in some
.earlier years the total amount of relief reached that figure. The figure,
according to latest statistics, is about 85 lakhs, of which 25 lakhs is
company super-tgx or corporation tax which accrues to the Centre, so that
‘the amount available to augment provincial finances if this relief is
‘repealed, is not 180 lakhs, but 60 lakhs, and that figure is not appreciably
different from the amount we should hope to get if the present clause 4 is
passed into law plus the concomitant repeal of the exemption of leave
-salaries from income-tax. N

I might now go on to Bay a few words about the three general points
‘raised in the reservation signed by the five Congress Members of the Com-
mittee. The first point related to the need for simplification, and I apolo-
gise for placing before the House the experience in Great Britain in this
-connection. In England the tax has been in operation for 189 years, and
for the whole of that time people have been saying that the income-tax
is too complicated and that the complications are unnecessary. And I take
it that the first point raised in this reservation of the five Opposition
Members is, that although the income-tax law is far simpler: than the
English law, it is still much too complicated. Perhaps I might be ullowed
to read a few extracts, first from the Macmillan Codification Committee on
this subject, and, secondly, from the Americah Review of the Macmillan
Report::

“Income-tax in this country was first imposed in 1789 Ly a Statute iniroduced by
the younger Pitt to meet the cost of the Napoleonic Wars. This Act contained no
fewer than 124 lengthy sections and' several schedules. The Government of the day
sought to allay the diemay which a measure of such formidable complexity might
occasion by issuing as a separate publication ‘A Plain Short, and Easy Description
of the Different Clauses of the Income-tax, so as to render it familiar Lo the meanest
capacity’. It is to be feared that this well meant effort failed of its purpose, for
it is best, remembered now as the subject of a caricature by QGillray. But it is not
without interest to note that from the very outset the intricacy of our income-tax
legislation was the subject of popular derision.”

I will now quote a few extracts from paragraph 20 of the Report :

“Frobably no chapter of our legislation has incurred move condemnation Ivom the
‘Jjudiciary for its drafting imperfections. It would be easy to compile a lengthy
anthology of judicial censure, . , . . .

No one could be more sympathetic with the difficulties which besct the drafteman’a
task than we are after our experience of them in the course of our own labours, and
we discuss the matter more fully hereaftor; for the present we are only concerned to
-exhibit the nature of the statutory material upon which we have had to work.”

Again paragraph 24 says:

""To state the simplest rule in terms which are proof against misinterpretation
requires the highest skill. The difficulty becomes immensely greater when it is neces-
sary to legislate'in general terms so as to cover every econceivable case which may
arise in a region of infinite diversity.

Time and again, as s particular clause has been under discussion by the Committee,
it has been found to afford scope for criticiam which might well have proved intermin-
-able, had it mot been recognised that our task was not to achieve logical perfection,
‘but to produce an instrument for practical use.
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“Paragraph 26.—From what we have said above, it will be obvious that to expect
from us @ codification of the law of income-tax which the layman could easily read
and understand was a vain hope, which only the uninstructed could cherish. Our
instructions were to aim at ‘making the law as intelligible to the tax-payer as the
nature of the legisiation admits’, and the signiticance of these qualifying words will
bp manifest. Income-tax legislation must, by its very nature, be abstract and vechni-
cal ‘and can never be easy reading.”

I think the Honourable the Leader of the Opposition will agree with
dhis:

“It is concerned with principles and methods of calculation which it is difficult to
#xpress in words without an appearance of complication, as any one will realise who
attempts to describe in writing even a simple mathematical process.”

Now, here are a few extracts from an American Review of the Mac-
millan Committee's Report: .

“The intricacy of our own income-tax seems at least more unavoidable in the light
of this result of years of effort by British experts’’, / think thi: Committee took about
ewen years for its labours—

“Certain it is that the draft of the Bill recommended in the present report is far

easy reading and presents not a few perplexities to an American reader.

It is in the field of practice and administration that the English most excel, and
we have most to learn. Important lessons on these points can be learned from many
Places in the report. In over a century, reported English income-tax cases number
about 1,800, which the Committee rightly refers to as a ‘vast body of judicial inter-
E‘ehtion‘. But already our own caze law on the subject bulks nearly ten times ns
arge and shows no signs whatever of diminishing. In refusing to establish u practice
of administrative finufity we necessarily weaken the quality of administrative action.
There is in this an everwidening vicious circle. The extent to which we can safely
follow the British cxample in these matters is, of course, debatable. That we should
give more careful attention to such problems seems hardly open for dispute.”

I take it that the intention of that American Review is to show that
Americans have tried to have a comparatively simple income-tax law and
‘have thrown upon the courts to a much greater extent the responsibility
of interpreting it than in the case of the English law, and their attempt at
simplification has in fact been a great mistake.

Now, I think those extracts will show, as I started out to show, in
dealing with the subject of income-tux, that complicutions are incvituble
if the law is {0 be both comprehensive and equitable. Take one difficulty.
Economists are by no means agreed as to what does constitute income,
and, therefore, for a pructical measure we have to abandon theoretical
considerations and specify piecemeal how we propose to charge different
kinds of income. I agree that it would be much simpler if we could have
a simple provision and leave it at that—much simpler for the Legislature,
but not for the taxpayer. This particular reservation gives one example
of the kind of simplification which the five Members think mivht be
adopted. They want a section which savs categorically that incomes shall
not be taxed twice in the same hands. and theyv think that if that principle
were embodied in one place in the Bill, in a 2ood manv other places where
it is now embodied it could be omitted. This principle has alreadv been
‘recognised both in the United Kinedom and in India, and to the best of my
knowledge, not even the most ardent and tvrannical income-tax officer has
ever tried to tax the same income twice. There are judicial rulings in the
United Kingdom to the effect that even without an express provision in
the Act it would be quite wrong to do this. Therefore, since this principle
in already judicially recoenised, I do not think it will save cemnlication
but rather add to it, to state it specifically as an over-all provisioa in the

o
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Act. The third point raised—I will come back to the second one on the
slab system—the third point raised in this particular reservation is, 1
think, purely a matter of drafting. It is quite true that as a result of this
reservation we have looked into the Bill and have found one duplication
already which will be the subject of amendment when we come to the
.relevant cluuse, that is, the method of calculating tax ag provided in section
15 and again in section 17. So far we have not noticed any other duplica-
. tion or obscurity, but if Honourable Members think that they have dis-
covered them and if they will point them out they will certainly be consi-
dered very carefully. But I am afraid that these minor amendments are
not going to simplify the Bill very much, as the authors of the Dissenting
Minute hoped, and if they will forgive me, I would like to point out in
their Minute a certain sentence which discloses the very tvpe of absurdity
which the authors condemn in the Bill. The sentence is this}

*“This would very much simplify the provisions dealing with calculation. of income-
tax, if not render them wholly unnecessary.”

Surely, the 'Honourasble Members do not mesn that you ean 8o
simplify the Act as to make no income-tax payable, and if there is some
income-tax to be paid, it seems to me that you must make some provision
for its calculation. I use this example as an illustration, not in uny spirit
of superiority, but merely in order to point out that you have got to be on
your guard against attempts to introduce in a complicated measure an
appearance of simplicity which, in fact, does not achieve reality.

Now, 8ir, I come to the second point in their Note of Dissent which
relates to the ‘‘slab’’ system. The proposal is to change over from the
‘‘step’’ system to what is called the ‘‘slab’’ system, the ‘‘step’’ system
being & system of charging income-tax at o single rate on the whole income
of each taxpayer with certain marginal reliefs, and the ‘‘slab’’ system
being a system of charging successive slices of income at progressively
higher rates of tax, the first slice bearing no tax whatsoever. The propossal
to introduce this system has been very generally welcomed, and if has
been suggested that, although this matter of rates is primarily a mutter
for the annual Finance Bill, some specific declaration on the ‘‘slab"”
system should be adopted in the Bill. Of course, it is conceded that it
would be quite improper to tie ourselves down or to provide in this present
Bill the actual scale of rates, because that would preclude the discussion of
it at the time of the budget, but 1 am afraid that without inserting the
actual rates of the scale into the Bill it is not possible to provide more
specifically for the ‘‘slab’’ svstem than we have done. There are in
various places in the Bill provisions which would not be there if it were
not the intention to adopt the ‘‘slab’’ svatem and which would have to be
altered if the ‘‘slab’’ svstem were omitted. Honourable Members will
notice that one of the changes made bv clause 8 of the Bill is to omit the
words ‘‘applicable to the total income of an nssessee’’ after the words
‘“‘rate or rates'’. That is made solely with the idea of introducing the
“glab'’ svetem. Then aeain, in old eection 17 of the Aect there was a
provigion for marginal reliefs which hecomes unnecessary under the ‘‘slab”’
avstemn, and that provision hag heen omitted. There are other indications
too in other alterations. For examnple, the addition of sub-section (£) to
rection 15 made bv clause 16 of the Bill would be entirely meaningless but
for the abolition of the ‘‘step’’ svstem, and so would the change made by
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clause 70 in sub-section (3) of section 58-G. 8o that I hope Honourable
Members will now be satisfied that it is not possible to go further than we
‘have done in providing in the Bill for the ‘‘slab’’ system. I realise that
:that rather precludes the discussion of the Bill in relation to any specific
gcale.  But, nevertheless, I think I might remind Honourable Members of
o few consequences of the ‘‘slab’’ system, taking as an illustration the
specimen scale given in the Report of the Income-tax Committee. Up to
Rs. 8,000 a year everybody would pay less than they do now. Between
Rs. 8,000 and 24,000 a vear some would gain and some would lose. This
may seem an odd result, but it is due to the inequalities and absurdities of
the present step system. Above Rs. 24,000 everybody will have to pay
more. In the first class T have mentioned, that is, up to Rs. 8,000 a year,
there are 240,000 taxpayers. In the second class, there are 45,000 tax-
‘payers, and under the third class, something under 10,000. At a modest
computation, under the specimen scale adopted in the Report, something
like 260.000 taxpayers out of 800,000 would actually pay less than they do
under the existing law; in other words, more than five-sixths of the total
number of taxpayers. 1 ask Honourable Members opposite to bear this in
mind when they are subjected to propaganda, whether scrupulous or
anscrupulous, from outside.

Mr. Manu Subedar (Indian Merchants’ Chamber and Bureau: Indian
Commerce): What will be the exemption minimum?

The Honourable 8ir James @Grigg: Under the specimen scale? I have
‘been reading the specimen scale. T think it will in effect be Rs. 2,000, as
in the present law, but instead of a substantial tax being paid at the level
just above Rs. 2,000 . . .

Mr, K. Santhanam  (Tunjore cum Trichinopoly: Non-Muhammadan
Rural): Are we to understand that you are adopting the specimen scale?

The Homourable 8ir James Grigg: You will understand nothing what-
ever. Bir, I would like to conclude my remarks this morning by giving
the House some insight into the propaganda that has been going on. I
will read a passage from a circular letter from the Central Tncome-tax
Committee. One might suppose that it was the Select Committee, but it
is not. The memorandum is signed by a number of rich and influential
Bombay business men. I shall read to vou their concluding passage:

“Yon are aware that there is very little time at our disposal, as the Select Com-
mittee will be completing its deliberations in the conrse of the next few days and the
special Sessions of the Central Assembly will meet on the 10th November, 1838, to
consider the Bill in the light of the Report of the Belect Committee. We, therefore,
feel confident that you will spare no time to move in the matter .on the following
wamongst other lines :

1. to call public meetings of protest and pass Resolations similar to the one given
‘below."”’

T need not read out the Resolution. Tt is the usual stuff:

“2 to send teleqgrams conveying the said protest resolutions to the Honourable the
Finance Member, to Government of India and the Party Leaders of the Central
Legislative Assembly and to forward a copy of the same to us.

3. to wait in deputation on the Honourable the Finance Member to the Govern-
ment of Tndia and the respective Party Leaders in the Central Assembly either
‘jointlv with this Committee or on your own as is feasible or expedient, and to bring
home to them ths inequitiss of the several clauses, wpecially those referred abdve.

o2
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We shall thank you to let us kuow the line of action you have hitherto pursued and
now propose to pursue in this matter. We need hardly add that this Committee is
prepared to render all assistance you or your Association may desire in this behalf. A
copy of the resolutions, telegrams, etc., passed and despatched by you may plesse be
forwarded to us forthwith." .

8ir Oowasji Jehangir (Bombay City: Non-Muhammadan Urban): What
is wrong about that?

The Honourable Sir James Grigg: I will give you some of the Resolu-
tions. This one comes from Cocanada:

“We the undersigned piecegoods merchants Cocanada strongly opposd ngw_Inmrile-
tax Bill proposed by Government and appeal you to resist emphatioklly it is desth
blow to commerce cottage industry reducing every ome to adversity.” °

That is pretty good, sending it to me? I have just pointed out that
about five-sixths of the taxpayers under the Bill will get off with paying
less. The next one is from Rdjshmundry: S

““My association regrets the Government’s proposed new Income-tax Bill and strongly

opposes apecially clauses 4 and 22 as they totally endanger Indian trade cottage industry
throwing lakhs people unemployed without bread.”

There is another one from the Rajahmundry Muslim Leacue:

“Rajabmundry Muslim League oppose strongly new income-tax Bill proposed by
Government. It is ruinous to trade rural industry affecting thousands Muslims of
these parts.’

Now, we pass on to Vizagapatam. Thir is from the Vizagapatam
Muslim League:

_“'Vizagapatam Muslim League Eppeals you to oppose persistently the new Income-tax
gﬂldpwing to its most harmful effect on Indian trade handmade industry specially of
uslims."’

Then. again, this is from the Vizagapatam Cloth Merchanis Associa-
tion :

My association strongly protests against taxation of foreign incomes in new
Income-tax Bill and appeals you to oppose successfully because it kills Indian com-
merce and drastic to cottage industry rendering lakhs without livelihood."”

Now, I go on to Masulipatam: This purports to come from one
Q. V. 1. Rao:

“The Masulipatam Muslim League” (or Q. V. I. Rao as the case may be] “‘appesls
you strongly to oppose the Income-tax Amendment Bill as it is very disastrous to the
trade generally leaving thousands of people umemployed.”

I will read another one from Masulipatam:

‘““We the undersigned Piecegoods Merchants of Masulipata:
Income-tax Amendment Bill and appeal you to resist GoE:m:e:SEo;e atr;n;giy! ‘t“?;
leaves several lakhs destitute in streets runining our Indian trade and industry and
while :nereby con;irmll;lgwthe m;w“ il; tg:ﬁk they are referring to the telegram) *“I
request your se see that t ill under reference i t passed t: eguar
the interest of the merchant population as a whole.” e d to st d

Mr. Sri Prakasa (Allahsbad and Jhansi Divisions: Non-Muhammadan
Rursal): Have you had any telegram from the scheduled classes?

The Honourable Bir James Grigg: I have had a good many telegram
from the Honourable Member’s class. It is quite easy to iqus? thi:.
kind of propagands when it comes to one’s notice. But there must be a.
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good deal of stuff going on more insidiously that one never hears of, but I
hope that with these examples that I have given of the origin and character
of this kind of propaganda Honourable Members will be able to considpr
the Bill on 'its merits and not on the desires of interested classes. The
Bill is not a Bill, as it has been called, to give favours to the British. It
is & Bill to give favours to the poorer Indians und also to provide money
for the provinces. It is a Bill which will make the rich of all communities
pay more and it will stop them dodging their proper contribution to the
welfare of the country and no amount of unscrupulous propaganda can
prevent this being recognised in the long run, certainly, and I hope in the
short run.

_ Mr, Bhulabhaj J. Desai (Bombay Northern Division: Non-Muhamma-
dan Rural): After the way in which my Honourable friend succeeded in
putting the House in good mood, I cannot promise myself that I oan main-
tain the same position during the course of a somewhat difficult discourse
which I have undertaken this moming. Notwithstanding the fact that it
may appear to be an impossible tagk, I think every one of us ought to
attempt to understand and those of us who have the responsibility ought to
attemnpt to explain what may appear at first sight to be difficult either in
its substance or in its form. I, therefore, make no apology whatever for
the: somewhat apparently laboured address that I shall make as eompared
with others which I have had occasion to present hefore. Nor can I follow
ibé. procedure laid down by my friend who, in the concluding portion of his
speech, warned you sgainst false agitators. 8o far as I am concerned T -
stand before you as an honourable beggar in a decent cause. "That is all
that T want you to understand to be my support to the Bill as reported to
this House. I cannot also, Sir, pass by the observations which he made
with ‘regard’ to the assistance we were able to render during the course of
the deliberations of the Select Committes. I am not immodest nor am I~
patticularly modest and I am not prepared to accept all that He said without
adding this that those who were with me perhaps said less hut contributed
ag'much to the help that we were able to afford to the Select Committee in
ite work. I am, however, happy to understand, that, with a frank acknow-
ledgment of public enmity, or unfriendliness as he called it, on this oecasion
those who were on the other side of the question found that there was some-
thing which’ we could contribute, and if ever—I believe it was quite sinzere
~-if ‘ever they feel that we, on our side, can leave some genuine deep im-
press on legislation and other-like matters, their responsiveness is either
singled out for this occasion, or that they are in the process of beginning
tu, understand that the unfriendliness should not continue too long. 8o far
as I am concerned, I admit that it is one of those subjects in which by
accident or good luck I have had many advantages in the study of it and
the exposition of it, sometimes even attempting to defeat the income-tax
authorities when they wanted to get hold of a ‘‘rich capitalist’’; I have
sometimes succeeded and sometimes failed, but where I did succeed, the
lust Act bears witness to many amendments made merely because of the
dectisions which we wrung out of the Privy Couneil if not the High Courts
of India. From that point of view there is no doubt that we had a certain
amount of advantage, speaking for myself, in the approach to this Bill

The way in which I propose to deal with the salient features of the RBill
a8 it is now before the House is to take, first, points on which we have been
able to get modifications which we consider are sufficiently in favour of the
assessee and are such as we can confidently and ressonably commend to--
thig House. It is not a matter of any. satisfaction of a personal nature that
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1 state it, nor do I suggest that there was an evil motive in the Bill as it
was dra.ftad because of the changes which have been made, I shall be able
to show the position as regards some of the changes which we have succeed-
ed in making, and I do not say the changes were agreed to unwillingly;
after discussion it was plain that the matter must be carried to the extent
to which it was proposed, if not wholly but partially, by making offers in
. which we had only a Hobson's choice. But in some cases the Hobson's
choice has been fortunate and it is to those parts of the Bill as now reported
by the Select Committee to which I wish to call attention. [ do reciprocate
the obgervation that. compared with the expectation or, shall 1 say, appre-
hension, we did work on much more amooth lines. The fault was not en-
tirely our own if we entertained any such apprehension, but exen men. and
even u Grigg might nellow with age, and with circumstances. » As he him-
self has said very often in this House, he has found that the sharing of res-
ponsibility makes a man slightly different to when he sits solely as an
irresponsible bureaucrat on the other side; und I believe that it was duc to:
that desire tc understand another’s point of view that there has been this :
result of the extent to which we have been able to get, call it concessions
if you like. I do not like that word, because it is as much my business as -
his, eoming before this Legisluture, to present the correct point of view as
far as it can be achieved. Tt is not a question of any alliance, hely or un-
boly, of any kind. I wish to warn the House against any such belief. Tt
may happen that you make a proposul which the other side accepts. 4
then becomes an agreement; but none the less it should not be looked upon
as if it was there behind it either an unholy cause or an improper motive.
With this observation I propose to take those parts of the Bill which do
require a fuller understanding than the mere reading of it is likely to give,
and as I said, I make no apology for so doing hecause as 8 Member of the
Select Committee and otherwise 1 owe u duty to the House that our eol-
leagues should understand these provisions so that our ultimate judgment
would be founded on an appreciation rather than bias. I do not deny that
this is a subject which is highly technical. I do not deny that it cannot be
expressed in & few words and sometimes, even the popular translation is not
and cannot be an actual reproduoction of what the legislative enactment is.
To the extent to which a_popular method of expreesion is adopted by me, I
say thie that if those were alone examined, that may not give exactly accu-
rate language of those sections, and as for the latter purpose une would
either have to read the section or re-write it oneself. That is not the object
with which I propose to occupy myself today. The object I have iy to
deal with the subject-matter of the sections and the extent to which the
provisions as they now stand from the point of view of the State as
levying the tax and the assessee us heing liable to the same.

The first point which I wish to deal with, though it may not be quite in
the order of either of the sections or of the clauses, is a point dealing with
what 1 may call the redress which the ussessee will get and the tribunal
from which the assessee is likely to get it as compared with the present
Act. Honourable Members must have seen from the report of the Select
Committee that n radieal. and according to my humble judgment an im-
portant change has been made from the practice which has hitherto pra-
vailed and agmnﬁt which there was agitation. Under the Act as it stands,
all appeals were to what vou may call the administrative superiors of the
Depurtments and ultimately ending, so far as questions of law were con-
cerned in specified matters, by e ease stated to the High Court with a righs .
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of appeal to the Privy Council on judgment of the High Court. We felt
that so far as the present machinery was concerned, it was certainly lacking
in one impaortant respect, that apart from any question of law which may ba
referred to the High Court there was wanting an appeal to an independent
tribunal without necessarily impugning the impartiality of those administra-
tive members of the hierarchy who sat for the purpose of deciding appeals.
T am not meaning any offence or letting out any serioug secret when T say
that on some occasions either the First or the First appellate authority
frankly told me at the end of the argument that whereas he probably agreed
cr sympathised with me. he had administrative or executive instructions
not to allow the argument to prevail but to state the ease and that was the
utmost he could go. I do not blame him because if he is an executiva
subordinate, he probubly has no other alternative. He might attempt to be
independent but that attempt besets him with difficulties from right and
left, from above and from below. Fortunately, therefore, now there are
proposals which of course are not formulated by way of amendments made
in the Select Committee's report but these are intended to be made and
proposed by the Government when we come to the appropriate sectiong 8U,
31, 32 and 88 so that it is provided that after the Assistant Appellate Com-
missioner has heard the appeal from the income-tax officer, an appeal will
lic.to what I may shortly ocall for & moment a tribunal. That Tribunal will
not be part of the administrative machinery of the Income-tax Depurtment.
That Tribunal would be independently appointed by the Central Government
like any other judicial or similar authority for the purpose of determining
certain issues. And it is further intended so to be provided that of the two
members of the Tribunal (sometimes perhaps more,) one at least shall have
judicial qualifieations or what may be called legal qualification and the
other will have accountancy qualification. To them an appeal will lie hoth-
on questions of law and of fact. I emphasise the right of appeal on ques-
tions of fact because hitherto my experience has heen that after you have
reached the Income-tax Commissioner, when we go to the High Court,
however badly he states the facts or however erroneously he may choose to
rocord a finding upon them, we have had no redress. It is on the basia of
the facts as stated by him that the case has got to be decided by them.
Therefore, with the intervention of such a Tribunal a substantial step has
been gnined from the point of view of the nssessee, that so far as any in-
juetice will be done to him either by a misapplication of the law or by a
wrong finding of the facts by the official hierarchy, he will have now redress
from un independent body with sufficient legal and accountancy qualifica-
tion. We have accepted this proposal because, I think, it is right so to
accept that the findings of facts by this Tribunal should be final, and the
rest of the machinery of the present Act by way of the case being taken to
the High Court will still be in force. The substantial step, therefore, which
T think has been gained by the assessee is in the shape of this Tribunal. Tt
is ‘true, as yon will find from the report, that for administrative reasons
such a change of machinery could not be immediately made and we have,
therefore, agreed, so far as that part of the report is concerned, that it will
be brought into operation at the period immediately nfter two years from
thu commencemeni of the Act if passed into law. We feel that so far as
this particular mat‘er is concerned, those who represented the Government
have foirly met the demand of the public in 8o far as they desired that there
should be an independent tribunal. I suppose there will be women too
because they might be easily equipped now for the bar. I am, therefore,
in'a position to state that when these sections are presented to the House,
ayert from the detsils and apart from the manner of their working, they
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will receive the attention of the House and I submit and 1 hope that the
House will be ble to accept this change as a change which is admittedly
in the right direction and which is a substantial step from the point of view
of meeting grievances of the assessee which have hitherto existed for many
years under the present provisions of the law. I single out this matter be-
cause in my judgment this is a particular piece of additional privilege, a
privilege which is not granted merely because it was a favour but a privilege
beoause it was & just thing that the tax-gatherer should not, in most in-
st:a.nces, be the only judge as to how much he will take. When these pro-
viglons are brought inte force and when they come into operation, it cannot
then be said, at all events, that in some way justice has not to a large
extent tempered the enthusiasm of the tax-collector. And in that way we
hepe that these proceedings would be carried out in the spirit ik which we

gave agreement to the principles during th - i iong i
f g preament to th princip g the course of the deliberationg in

That brings me, 8ir, to the amending Bill itself. 1 shall refer next to
watters on which we feel that we can commend to the House the conclu-
xions reanched by the Select Committee and I propose to take those in
crder. The very first matter on which there was a considerable amount of
controversy was what you may call the technical or the artificial definition
of “‘dividends’’. I call it artificial because my Honourable friend himself
pointed out that to a large extent what might be called dividend, according
tc the ordinary Company luw, does not seem to satisfy his greed. He feels
that by processes known to tax dodgers, as he would call themn, a certain
winount of money which ought to pay tax has hitherto escaped, and he sug-
gested a definibion which we thought was a little too wide and it has now
been modified in the light of the discussions. The result of these discussions.
has been to differentiate in the sartificial definition which he had proposed
between what may be called s genuine addition to the capital of the com-
vany as distinguished from cash returns to the shareholders themselves
from the accumulated wundistributed profits. It does not matter
whether the cash is in the form of actual cash or whether it takes the form
of debentures to be redeecmed in course of time. The latter will be subject
to a tax. I commend to the House that the result of the deliberations has
been a {uir ons in so far as the taxation on the distribution of accumulated
dividends is concerned. I must also remark lest there sbim!d be a wrong
perspective for understanding this point that it has got to do with super-tax
ouly for the simple reason that every company will pay initially the whole
of the income-tax in so far as its net profite are concerned. Therefore, when
you come to s provision like this it should not appear as if the alleged tax-
dodger escuped from paying any tax whatsoever on those dividends which
were not distributed. 1 do not deny that in this case it is only the very
rich who will be touched and even so far as they are concerned, we had an
eye on what may be called the progress of the industry in general. The
object in omitting the case of taxing accumulated dividends, in so far as.a
bonus was issued, was this that, if the company honestly desired, by means
of applying a part of their accumulated dividends, to add to their producing
capacity by increasing their capital, it would be an encouragement in the
right direction. As regards the rest of the cash. if it was taxed it would
not be taxed improperly. For these reasons and balancing all considera-
tions, I am able to say that the present definition of the dividend, artificial.
though it must be, is acceptable from the point of view hoth of the State as
taking the tax and the individual as having to bear it. i
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The next point on which we had a considerable amount of controversy
because of its adverse effect on the industries of this country was the
subject of depreciation. In this case, again, whether the Bill was intended
to adwersely affect the Indian mdustq or not, I do not know. The
sponsors of the Bill may have thought that perhaps it was worth a try-on.
The provision in the Bill at it stood was, shortly stated, that any depre-
ciation for a particular year which could not be written off from the
profits during the succeeding six years wou'ld have to go without being
replaced at all. The only argument that was presented in favour of it
was that the Bill is more liberal than the original Aect, thut now it is
possible—and this ig allowed by the Act—to continue to carry over the
loss of a particular year to a succeeding year for six years differing from
the present provisions in the Act. Under the present provisiong of the Act,
if you made a loss of a million this year and made a lakh of rupees
next year, you paid on the lakh. Og course even in the new provision
there is said to be a grudging element which it is for others to examine.
I, for one, have no opinion to offer either way. The alleged grudgi
qualification is this, that that loss would be allowed to be carried forwa
in the next year only to the extent of the source from which that loss
accrued. That is to say if my Honourable friend, Mr. Aikman, lost in
cotton this year, he would be able for that year to set that loss off against -
all his other sources of income. But when it comes to . next year,
he will have to look to the profits .of the cotton transaction alone to be
able to set off that particular loss which has remained unwritten off
during the previous year and so on he will be able to continue for o
pariod of six years but confined to cotton business alone. That is. one
of the provisions of the new Bill that remains practically untouched. Tt
was argued that because the loss is now allowed to be carried forward
for a period of six years it was some sort of compensation which the
Honouruble the Finance Member intended to take by way of saying,
Yes, the law was and it is so in England, that depreciation has no limit
of time during which it should be provided for or written off, he says,
having regard to this new provision, six years is a reasonable period.
That is the best complexion I can give to the proposals as they are made.
It is hardly necessary to say in view of this preface that we do not feel
convinced by the plausible argument because we Ielt that while you
might call an unwritten off or unprovided for depreciation as a losg in
the very loose sense of the term, but it is not loss in the same sense
in which the loss wou'd accrue in the annual working of a particular
business. But the provision for depreciation is a provisiori to replace the
very means of production and for that very reason it is impossible, except
artificially, to call it » mere loss for the year and not be allowed to be
carried forward or written off in any other way during any other period
of time. In fact from the study of the growth of the Indian industries,
several principal industries, it was quite clear that it took a period much
longer than six years for them to be put on their legs, and provide for the
depreciation which had gone on unprovided for during the earlier periods of
infant conditions when they do not make any profits at all. The point
really which I wish to stress and which I believe appeals to my Hon-
ourable friends (including the fact that that was the English law) was
that to call unprovided for depreciation loss was a misnomer, should be
allowed to continue to provide from his profits at whatever period of time
it, may be so that at least 100 per cent. cost of the. very mesns of pro-
duction that is to say, factory, machinery and buildings, that he may
bg, able to. replace it at the time when thev are no longer serviceable.
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Considering all the provisions the only thing, I think, which was wrung
from us—and I am not disclosing anything except what appears in the
face of this, because it is inappropriate to refer to the actual proceedings
of the Select Committee—you will see from the face of the Bill as reported .
that there is one concession that is wrung from us, that is any depre-
ciation which has not alreadv been made from the past profits cannot be
.met by itself and fully from the subsequent profits except that it would
be the starting point of a percentage for the future and that two on the
written-down value. Here again you will recognise the difficulty of
expression. But an i'lustration would make it quite clear. Supposing 50
lakhs was the amount of depreciation as against which the company bad
made 25 lakhs profits, Therefore, 25 lakhs depreciation still remains un-
provided for. The Bill provides that for the future 25.lakhs that is now
existing unprovided for plus we shall say five lakhs next vear amounting
to 80 lakhs would be the hasis on which the percentage would be- granted
and so on. If you come to next year, to what is not provided plus five
for the next year and so on, until vou get 100 per cent. of the funds
representing the original cost to the assessee, of the means of production. '
I only want that you should not kill the gonse that lays the golden eggs.
From that point of view though as I said the concession hag been wrung,
I am in a position to say that T am by no means dissatisfied with the
ultimate result of the discussions on the Bill as it has emerged in this °
respect. I am in a position to say that the industry of the country,
which might have been in a serious danger of being hit, (whether intended
or not intended) because our industries do not grow so quickly and '
flourish 80 much and a part of the depreciation would, under the law as °
proposed, have gone unprovided for. T confess under this provision whick
has been made, there has heen a change on the old law to the extent.
last indicated and though T do not wish to repeat myself T wish to show
that all that is lost is that 25 lakhs which is unprovided for today instead.
of being provided for next year, (if you made such an unprecedentedly
good profit,) next year the assessec will have to content himself with a
percentage on 25 'akhs plus 5 lakhs wherear if the old law has stood. if
yon made 25 lakhs, you might have provided for the whole of 25 lakhs.
Barring that one difference the rest of the provisions made are such that
to the extent to which the industry might otherwise be affected, it would
no longer he affected by the Bill as reported.

The next set of provisions are those which nffect really the poorer man.
1ex . ' They deal with the question of what is now called compulsory
- return, that is to say if a notification is issued by the Govern-
ment requiring returns from prospective assessees there is an obligation Lo
do 1t. Of course the mere fact that yvou provide an obligation leads you
nowhere. It is reallv the pena'tv arising from the non-fulfillment of the
obligation which is the gist of the matter and. so far as that is concerned, -
we have succeeded in mitigating whal might appear to be a harsh require-
ment, that is to say that each man must make a return whether he has
an assessable income or not. Personally while in one sense I may
sympathise with the complaint, I must confess that there is no reason -
why & subject of a State should not in response to a general requirement
send a return if he has an assessable income and if he has- none-
equally say 80. But some of my friends regard it as n hardship. Hitherbo -
some have been accustomed to sit on our haunches and not to make
& return’ cven if they should have an income of a million, until after am:
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informer or some other ‘‘infamous person’’ has gone to the Income-tax
Officer and given them away. Whether that is commendable or not I am
not here to argue. But what we have done is this, that in case there is no-
compliance with the general notice we have tried to prevent the rigour of
the penalty in the case of a person whose income ig less than Rs. 8,500
per annum. It was pointed out to us that there are over four lakhs of
assessees in this country, nearly five lakhs I think, and by exempting
those whose income is less than Rs. 8,500 from a severe penalty—inflict-

ing only a nominal penalty—nearly a half of the total number of

assessees need not respond to the notice at all. And when we attempted

to raise the limit to Rs. 5,000, we found that nearly two-thirds would be

exempted from the obligation, and then of course the purpose of an
obligatory return would be entirely defeated. Then there is this to be

said, that a person whose income is Rs. 8,500—and (taking my friend at

his word that the two thousand minimum is going to remain), if that is

the case a man cannot very well make such a mistake within a margin of

another Rs. 1,500 as to think he has no assessable income. I quite agree

tliat a man having Re. 2,500 income might commit a mistake, and it was

for that reason that we tried our best to get to a limit beyond which any

honest rootn for doubt could not exist; and hence, I submit, that the line-
which has been drawn is such as has taken away largely what might

appear to be the harshness or rigour of the provision relating to obligatory

return.

Tn so far as the exemption of the rich man from taxation ig concerned,
T come to a subject which is abstruse and I do not know that even if I try
T will succeed in making it clear by an illustration. But inasmuch as a
provision is intended to be made and has been reported upon it ig my
duty to touch upon it. There are transactiona carried out in this country
as well as abroad in many commodities which are called straddles and
hedging, and when I first began to practice I was told confidently, that
you cannot lift one leg of the straddle because they both always go together.
One is intended to be a hedge by wav of profit against a possible loss on
the other. I think I can only put it that way until after we come to the
actual amendment. If any further explanation is required T hope my
Honourable friend will attempt it and T will supplement his efforts if 1
can. But the fact remains that in such class of transactions the Indian:
broker is not able to retain such sum of money on behalf of a known
principal so that any possible profit to the foreigner could bhe taxed. That
is the whole object. In these cases the broker would of course he taxed
on his brokerage. This takes me to a somewhat less difficult subject to-
explain, and that is provided for in section 42 and the following sections,
That is the subject of catching the non-resident foreigner when he makes
an income in this countrv. Now the effective words are that if any non-
resident foreigner makes an income in British India, then every person
thmough whom he makes that income by wav of agency or what is called
biigimess connection becomes for the purposes of the law the assessee in
place of the non-resident foreignsr whom we cannot eateh and so we are
in- & position to tuke the tax on that income. Tt is only by way of excep-
tion to that section that this particular provision is intended to be made.
And, of course, so far as section 42 is concerned, T think every one in this-
House will sympathise with it. One of the most outstanding cases T
knew of was a case where certain very rich persons forméd a sorporation
in. Hongkong. where there is no income-tax at all. And they lent money
in India. some 18 crores, every year, on terms that the money would be-
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advanced in Hongkong through their bank and the interest would he
paysable to them in Hongkong and the debt would be repayable to them in
Hongkong. Therefore, there was no means of catching them directly at
all. The only way in which they could be caught ig (and they nearly
escaped, at least so far as the Indian courts were concerned), to make
the debtor ‘‘the agent’' of the creditor to pay the interest but it was
argued—and I still maintain rightly—that a debtor is not the agent of
‘the creditor for the purpose of paying the interest, the test wag simple, could
you say that if he did not pay the interest he was guilty of a hreach of
trust? If he was not then he remained a debtor and did not become 'n
agent. Any way the Crown tried on to the Privy Council and their
Lordships thought that the words ‘business connection’ were sufficient;
and that I believe was merely salving the conscience, in order to suppors
the State sc that a& non-resident foreigner should not escape. The law
now ig more or less clear, so far as the interpretation of that section is
concernsd, that every non-resident foreigner who makes an income in India
is liable through ,the person through whom the business is carried on or
the profit is made, and the only exception to that is this case of a broker
dealing in straddles and hedges, and 1 am able to say from such under-
-standing as I have of this class of business that the broker would hawe:
nothing from which he could deduct a tax payable by a foreigner in this
particular class of tramsaction. All that we could do wag fto tax the
broker on behalf of somebody whom he did not and could not know and
T am quite certain that nobody would wish to adopt such-an alternative.
It is for that reason, Sir, that tbis exception and exeuiption has been made.

_There is one other matter which relates to a poor class of people. A
provision has been made in the Bill for exemption from tax premia paid
for iife policies and for the exemnption of certain other incomes like incomes
of Provident Funds. As regards premia the provision relates to insuiance
on the life either of the individual or in the case of a group like a joiné
Hindu family. The provision now made is Rs. 6,000 for the individual
and HRs. 12,000 for the aggregate of the joint Hindu family. But the more:
important provision denls with Provident Funds which are intended to
support a man at a point of time when he is unable to make a livelihood
on his retirement. end therefore. rightly, the policy of law has been to
exempl incorne arising from such funds. The actual term ‘Provident
Fund’ is more common in this country, but there is another type of fund
which is more common in the United Kingdom end that is what is called
a superannuation fund. This is collected more or less on the same basis,
but instead of being paid out in lump, a man on retirement gets an annuity
or pension for his life. It is different from the Provident Fund only in
this sense, that whereas in the latter case a man gets immediatelv a
lump sum, in the case of the annuity the fund continues wo pay it
annually throughout his lifetime. Undoubtedly in the latter case the
burden is a little more uneven dependent on the longevity of the individual,
but that is purely a matter of interna! adjustment of a system of mutual
internal arrangement between the employees -inter 26 and also.-
the employer to the extent of the latter's contribution. To the provisions
by way of exemption in the case of Provident Funds it is intended now
to add also a similar provision with reference to superannuation funds.

" The next item on which we have been able to come to an agreemenb—ai
I will: call it a hard bargain—is about the manner in which it is now’
intended to tax life insurance comvpanies. These companies were hitherto -
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taxed on what was called the surplus. It is a matter with which my
Honourable friend, Sir Nripendra Bircar, is very familiar, but I think
most of us had actually forgotten its true application, and it became neces-
sary to reyive and refresh our memories. The tax now charged was
on the surplus, that is to say, you took the assets and that year’s income
and set against it the actuarial valuation of the. liabilities. Supposing
there are ten lives who were still under contract, what ia likely to be the
amount required for the purpose of meeting that obligation when the
amount is likely to fall due; and the difference between the two is said
to be the surplus and that was being taxed hitherto in India. On a careful
examination it was found—and I think it i8 no longer a matter in dispute
that it could not be said to be income which was taxed—that the surplus
does not by any means represent income. It is common knowledge that
a great deal of this surplus— in fact in most cases over 90 per cent.
of she surplus—is redistributed among the policyholders either in the shape
of what is called bonus or other different forms of benefits and that
arises by reason of the fact that whereas if one could be scientifically
correct that so many lives would fall during a particular year and that
go much income might be assured during a particular year so as to provide
for the contingency of that year, the premium would, for instunce, be
Rs. 30: actually not being certain that those two contingencies, one at
least of which is of a difficult character, would arise, they generally put
the premium at about Re. 35. But at the end of the year they find that
events have not turnad out as badly as apprehended, that is, the number
of deaths have not been too many and the income realised was nenrly
as expected ; the result of which is that out of the Rs. 5—the difference
between the Rs. 30 required and the Rs. 85 which had been taken or
charged as premium —a large part is returned to the policyholders which
is really their own money and in no sense an income. It is for that reason
that it was perfectly obvious that to tax the surplus was entirely a wrong
basis, for it could not be maintained that the bulk of it was income. You
merely return to him what you took from him in the first instance. A
Roy.! Commission in England examined this matter some years ago and
came to the conclusion which I have attempted to express in popular
language. They realised that that surplus could not be called inconie;
but here the State has got away with it for a long time! Because under
the rules which they made they said: ‘‘Notwithetanding anything in
the Income-tax Aect the following shall be the inethod of taxation of hfe
insurance companies.'’ Who ever conferred upon the Govarnment ilie
po ver of saying ‘“‘Notwithstanding anything in the Act an income which
i1 not an income shall bo taxed’’? But it is curious that they got away
with it all these years: they had no power to do so because it was incon-
sistent ‘with the Act, if it could be shown by scientific examination that
it was not income. Section 4 enabled them to tax income or profits aris-
ing ~r accruing, etc., etc. Therefore, we have now agreed as a compromise,
that we mnst try and find out some more accurate method. I do net like
to *oceupy the time of the House on this somewhat technica] matser,
but we have come to this result that the State should have an alternative
to choose from—either the income on the investment less expenditure
[—but that expenditure we have attempted to define so that individual
variations need not be taken notice of—85 per cent. of the first veur’s
premium and 8} per cent. of the subsequent premia shall he tzeated as
expenditure.]. The alternative basis is the surplus, but in Encland the
surplus would be calculated after allowing the amounts which are payibla
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or actually returned to the policyholders: instead of that, with a view
40 preventing any sudden change and any sudden fall in our revenus we
were obliged to agree to a bargain that instead of allowing the whole bouus, .
for the present half the bonus would be allowed to be deducted. There-
fore, there is this other alternative method of taxation of insurance com-
.penies which is certainly just—not perhaps as just as it might be, but I
believe all the interests concerned feel that having regard to the time
during which thoy paid what they paid, the Btate could not suddenly be
asked to content itself with one-third; and the result of the agreement ‘is
that they will get about two-thirds of what they are getting now. There
-ara some matters of agreement which I shall mention when the House
re-assembles after lunch. In the afternoon I shall not be able to presant
such & happy picture as now for the simple reason that then I will have
to deal with the points on which we have found ourselves in disagreement
with my Honourable friend and those who voted with him.

The Assembly then adjourned for Lunch till Half Past Two of the
“Clock.

The Assembly re-assembled after Lunch at Half Past Two of the Clock,
Mr. President (The Honourable Sir Abdur Rahim) in the Chair.

Mr. Bhulabhai J. Desai: There is one more matter on which I wish
“to say a word befors I come to the points on which we have not been able
to come to an agreement, and that has reference to section 60. Section
60 of the Act, as it stood, provided in substance that the Central Govern-
ment could by notification exempt from the operation of the Act any
clasges of income or any classes of persons. The result of it, as I was
reading the remarks which I made at the time of the reference to Ssleet
Committee, was that notwithstanding a legislative enanctment for taxing
and laying down rules, the Central Government could at their pleasure
practically drive a coach and four through the Act. 8o far as the procced-
ings of the Belect Committee are concerned, I am happy to be able to say
that in the matter of that particular ssction for all practical purposes the
coutroversy no longer exists. The section as now amended will show you
that, so far as any future exercise of such a power is concerned, that has
‘been abolished, and all the power that is retained, and which it is necessary
to retain, is to be able to revoke or cancel any existing notifications which
"have been published in exercise of the power under that section. Further,
there are some notifications in regard to which the Government have
agreed that at or about the time when the Act comes into force or before,
those notifications would all be withdrawn. Though apparently it looks
like & small point, I confess, it appears to me that the omission of a
section iike this was n matter of very great importance,—for one good
reason that it was surprising to me that in any House whatever such a reo-
‘tion could have been allowed to be passed into law. There was ao restric-
tion on the power of the Central Government, in fact in substance, by notifi-
cations they conld, if they so chose, practically abolish the Aet altogether,
-because you can easily imagine that such notifications can cover the whole
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field of assessees, for the section says,—'The Central Government may by
notification exempt any classes of income or persons’, and you can easily
understand that, though that power may be exercised, as some of my
friends would say, wisely and with restraint, they are not such free agents
in the matter of their action, and they are so little amenable to our
‘influence that it would be impossible to imagine that a section of this
kind could find a place in the Act at all. And I confess that the Bill,
a8 it now stands. has to its credit at least this, that that section censes
to exist except to the extent to which its existence is necessary. Of
course, it would have been possible, if the Government were so amenable,
to get rid of all the notifications once and for all, but for reasons, dip-
lomatic or otherwise, it has not appeared to the Government possible to
go the full length which at least those of us,—and I take it every ome
of us here with correct way of thinking, would have wished. This exhausts
the points on which we were able by means of negotiations, persuasion,
argument, haggling or by whatever process the same might be called,
to persuade the majority to side with us by means of arguments,—and I
will say this here, and, Bir, you will allow me to say that,—that so far as
the subject matter of the agreement was concerned, Sir James Grigg and
his two colleagues candidly, assiduously and readily placed at our disposal
all the information that thev had either from their study and experience
or from the records which they possessed.

Now, Bir, before I pass on to what may appear to be a more eritieal
part of what I have got to say,—and I acknowledge ths compliment which
8ir James Qrigg paid to any industry or assistance I was able to give,—
I will say this, that it was a duty which I owed to the House, and un-
-doubtedly it was a duty which I more intimately owed to the Select Com-
aittee where our relations were nearer and personally friendly, though
politically unfriendly. I am glad to say that the unfriendliness did not
-prevent at all events, a full and clear understanding of what each one

side had to say or the grounds of its demands, and more often than not,—
when they saw the justice of the grounds of our demand, they were
.unable to meet us for reasons which they did not or could not disclose,

I come next, Sir, to the three points which find their place 4n our
dissenting minute as to which observations were made by the Honourable
the IFirance Member. It is not my desire to dilate on them, hecause as
regards the Blab system, I am at one with my friend that the Act is
inconsistent in some of its provisions with any other method of calculating
4axasion. That T fully accept, but as some of my colleagues desired that
if it were possible to express it in more express terms in the Act, it would
be more welcome. As regards simplicity on which my friend read out
extracts from American and British journalists or even lawyers. . . .

The Honourable Sir James Grigg: Jurists.

., Mr, Bhulabhai J. Desai: And jurists, I entirely agree with him to this
extent that if what I am saying now is put into $eshmieal language, that
: woyld probably tire your patience and bore you. -3But, at the same time,
"it is necessary that, while expressing one’s idea*ff informal languace so
.88 to express what you want to inoclude in amrAct, when yoif begin to
clothe it in words and take care to see tl?,j; you omit no unnecessary
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or intended illustration which you want to have within it, the difficulties
begin. But I deny that a close study would fail to convince a person in
the position of every one of us who owe a duty, to be able to comprehend
what is intended. All that we intended by asking for simplicity was that,
while it is possible to gather the actual method by which you arrive at the
total income of an assessee by having oredits on one side in Government's
favour and certain debits by way of refunds or exemption in favour of the
assessee on the other—I do not deny that the subject matter has neces-
sarily in some instances o be spread out; and yet it is not inconceivable
for my Honourable friend the Finance Member to be able to say, ‘I can
either in a table or in a schedule give you an exact illustration of all the
calculations on one side and exemptions on the other side:’’ That would
certainly be more helpful to an assessee. After all, in many Acts we provide
.forms, we provide schedules of different types by which it is conveyed to the
ordinary reader much more clearly as to what he has got to do and what
be has got to omit. I am attempting myself to produce a schedule, and 1
will see if it ig possible to compile it within a reasonable period of time so
as to present one concrete illustration of the caleulations and exemptions
for .the purpose of arriving at the total income, omitting, of course, very
exceptional cases. That is a sort of thing that can be done; whether it
should be attempted or not is another matter. But that is all that we
intended to say. We do not expect that you can express in lesser or
simpler words, except perhaps in n few instances, what, in fact, hus got
to be expressed. As to the third point which was also in our Minute of
Dissent, my Honourable friend referred to the pronouncements of Courts
and also jurists to the effect that no income or portion of an income may
be taxed twice in the same hands in the same year,—I am adding the
words in the same year, because in some direct or indireot form it might
become taxable in the following year, I am not going to deal with such
very exceptionai and very difficult cases. But while the principle is
accepted in what you may call construing an Act—I have known Judges,
and T think they are quite right in so -holding—while the principle is of
general application, that is to say, wherever there is any doubt and one
of the two meanings leads in fawour 'of exempting a second tax on the
sams income—if there is such a thing as that it does not leave nny option
by way of ambiguity to the Judge—by mere application of that principle
ha cannot possibly decide against the plain meaning of the Act. And
what was intended by my Honourable friend, Mr. Kazmi, who was res-
ponsible for pressing this matter on my attention was that there would
be nothing lost if in some appropriate place we could make it clear that,
throughout, the intention of the Act is what is admitted to be a rule of
construction, and a rule to be applied in so far as the taxation of incomes
is concerned—that the same income inay not, in the same hands, be
taxed twice over that is all that we meant, and so far as these parts of the
Minute of Dissent were concerned, they were intended not so much as a
dissent, though thers is no other form of expression open to us—but as a
guidance, as suggestions which if it were possible to carry out we should
attempt to do so during the progress of the Bill. But they are not matters
of such a nature as that on any of them in terms you could possibly have
the vote of the House. The onlv pointsa which would be a matter for

vote of the House by way of amendments to the Bill are those to which I
now coms. o
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It is rather extraordinary that as soon as the definition clause was over
and when we came to clause 4 we found ourselves confronted against each
other, only the ucerbity of the opposition grew less and less as we went
further and we muanaged to forget for the purpose of our work what we
had failed’ to achieve in the earlier and in the commencing part. Clause
4 of the Bill is one on which there is bound to be a considerable amount
of controversy. But for the moment it is my desire only to point out the
alternative grounds either of opposition or of modification of that clause
which might possibly. commend themselves to the House and in order that
our friends here may be able ultimately to come to a decision. In the
Act as it stood, the basis of taxation was all income irrespective of the
person to whom it accrues,—all income accruing or arising or received in
British Indian—except that as regards receipt in British India I think it
had to be to a resident in India. That was the basis of taxation of the
Act. It is now sought to add a further class of income which is to be
taxed in fubure if this particular clause is passed as a part of this Bill,
and that is what may shortly be described as the foreign income of a
resident. In so far as the proposed clause is concerned, it seeks to draw
a distinction between a non-domiciled resident and a domiciled resident.
As regards a domiciled resident the whole of his foreign income would be
part of the total income taxed. As regards a non-domiciled resident, only
that part of the income would be taken whielh arises from business,
profession or vocation, and also that part of any other sources of income
which is actually brought into British India, By nature I am not violent
and by creed I am still less. But the fact remains that just as my Honour-
able friend stated to the House that you must not labour under the belief
that this Bill is brought in for the purpose of favouring the Englishmen—
speaking for myself, I am not so foolish as to say so, but I do say this,
that, wherever I can find that there is one sort of treatment meted out
to a United Kingdom citizen as I may call him, and another to a resident
Indian, I begin to ask myself whether it is justified, and to that extent
nobody can quarrel with me. If the Finance Member favours an English-
man and then says, that I must not for that reason say that he is anti-
"Indian,—my Honourable friend must reciprocate the feeling that if I stand
for India it is not necessarily anti-British, at least that is the buasis on
which I propose to examine the rest of the Bill. So that my Honourable
friends will remember that, while I acquit them of the charge of bringing
in the Bill for the purpose of favouring what may shortly be described as
Englishmen, they must also acquit me of the charge that when I begin
to search into the provisions to see if I can legitimately claim more from
an Englishman in this country, they ought not to think that it is any
anti-British proposal. YTor when I come to clause 49 of the Bill I shall
examine the figures which my Honourable friend has given and pluce such
conclusions before you as we suggest you should correctly draw from them.
Therefore, as I said, the first point with which you are faced in clause 4
is. that the broad distinction as regards taxing foreign income is between
a domiciled resident and a non-domiciled resident. It is a question for
cansideration whether it is & distinction which is justifiable on any principle
except, of course, the principle which ainderlies the provisions of the Gov-
ernment of India Act, sections 111 to 116 and perhaps section 108 (g).
In my part of the country people say that those who have got the stick
may keep the buffalo. That™is a different matter but that is not the
prinaiple of legislation. We must approach this matter solely from the
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point of view of the Indian Btate of which my friends ust remember
they are loyal servants. It is only in that epirit and in mo spirit of
hostility thet I propose to examine points where we differ and parti-
cularly points on which we could perfectly legitimately make a claim.
Of course a lurid picture could be drawn about this and when I cume
to those particular parts of the section I shall say more.

Reverting to clasuse 4, it will be for the House to consider whether
a case has been made out for taxing, what you might call, the whole of
the foreign income of a resident Indian. This is one of those matters
where I have taken the course of suggesting and discussing many alter-
native steps, so that whichever commends itself to the House may be
passed. There are those who believe that section 4, extension of a new
source of ingome, is not called for and it would be a question whether
having regard to all the other considerations it is a thing which should be
done. The considerations which have been put forward are two-fold, one
from countries where there are what are called exchange restrictions and
I had put before the committee a letter showing that in a very large
number of countries that state of affairs continues, that is to say, even
though an Indian trader may earn money, say, in Japan or Germany,
it is not possible for him to get the income back into his own country
even if he so wishes and it is, therefore, a matter for consideration whether
a distinet provision ought not to be made in the Act in favour of those
who are so situated. I do not recollect whether it is in the report or
not but it was in fact agreed that by some administrative order the matter
may be adjusted but since the report was signed and even during that
period, this is a matter to which 1 have given some attention and I am
still doubtful about it and I put it to the House to consider whether a
mere administrative arrangement would do or whether a statutory provi-
sion is not necessary. I do not pledge myself to the actual words of the
amendment but the way in which it strikes me is this. There ought to
be a proviso (assuming the. clause otherwise stood), saying that ne
assessee shall be required to pay tax on any part of income arising in a’
country from where he is unable to obtain by way of remittance or
otherwise a certain proportion of that income but that fres amount should
not be merely just enough to enable him to pay the tax. It would not
be right to say, as it is sometimes said ‘Oh, so long as he is allowed to
bring enough money to pay the tax, then he should be taxed’. That
seems to me to be unjust. The caeses are many and in fact so far as
I am aware excepting Ceylon, Burma and parts of Africa, in most of the
other countries exchange restrictions exist. today. There is another diffi-
culty about this and that is the difficulty of checking the income at all.
Business is carried on in a foreign country and necessarily there are
attendant difficulties. I must point out that there are countries, parti-
cularly the United Kingdom where foreign income is taxed on a wery
very large scale and, therefore, it cannot be said that means do not exist
or cannot be devised by which without undue inconvenience or injustice
the actual assessment cannot be made. For those matters some definite
suggestions or proposals should be fnade, if they can be formulated.

Another instance was brought to our notice and I think I ought to
mention it and that is the instanee of Burma. Hitherto, until & short
time ago Burma, was .a psrt of British India and necessarily mow the
taxing liability of resident Indians, who mow find themselves, so to say,
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a8 foreign traders in Burma, presents special difficulties. I am not one
of those who suggest that assuming foreign income is to be taxed that
they should be particularly exempt from it. That is a matter for the
Houge to consider but it is peinted out that among resident Indians,
there are those who have, as the result of their banking operations, have-
had to take over a large amount of agricultural property. I do not know
and do not pretend to know to what extent it was favourable or un-
favourable transaction. I think it is difficult to probe into matters of
this kind. It is true to say that but for the separation of Burma this
income might have escaped taxation until Burma chose to levy income-
tax on ggricultural income and the ground on which the matter has
been put is that an adverse result should not follow from the separation
of Burma from India. It is a point on which opinions may easily differ
but it is a point which I must leave at this stuge because land which
is an ancient possession in India may easily stand on a different footing
from land acquired merely as a part of money lending business. There-
fore, considerations which may apply in one case, on account of the
smallness of the holdings in India, may not necessarily be applicahble
to those who own land there. I am credibly informed that 2} millions
of acres of agricultural land has been ncquired in the course of business
transactions. This is a matter for the House to consider, assuming that
it is decided to tax foreign income. These are the three particular points
that T wish to place before you for your anxious oconsideration. First,
whether the time has arrived to tax foreign income at all, secondly, if
you do sa, whether there should be a distinction between a domiciled
resident and a non-domiciled resident and thirdly, whether in any case,
assuming that these incomes are to be taxed, provisions ought not to be
made by way of protection or exemption, for the type of cases and the
cluss of business of the kind I have mentioned. Those are matters of
importance and they would be almost the first to come up before this
House. There is one more point that I wish to refer to before I pass on
to the next point of controversy and that point relates to this matter.
The Honourable the Finance Member said towards the end of his speeech
that if the foreign incomes are taxed—taking his figures and without
referring to the language in which he clothed them—he expected some
‘sixty lakhs of income from that source.

The Honourable Sir James Grigg: On s small point of correction,—
“from that, plus the repeal of the leave pay exemption’,
which is in itself sixteen lakhs or something of that sort.

Mr. Bhulsbhai J. Desai: I was not teking the Honourable Member
at his word, but inerely giving a conerete idea ms to his expectation.

Sir Gowasji Jehangir: 60 lakhs minus 16 lakhs—44 lakhs.

Mr. Bhulabhai J. Desal; 1 stand corrected. You will, however, hear
in' wind the income likely to be derived and remember against it the
other considerations when you arrive at your conclusion. I am not
suggesting that any Indian resident who ought to contribute to the
maintenance of the State or even by way of a bulance to the nation-
building purposes ought really to froop in with an amoimt of undue
pressure. I may tell my Honourable friends that in understending &
case it is our duty and our obligation, and much more perhaps ours than
his, in that we- rely on the suffrage of the Indian peopla; but I way
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sssure him that in coming to any conclusion we do, no undue pressure
of any kind we are likely to yield to. But I do not like to unduly make
.8 scare out of people’s desire to explain their case. I quite agree but the
kind of telegrams which he read do not appeal to me either. People
can exaggerate their case and thereby ruin their case, but still it is our
duty, however exaggerated the case, to sift what there is which merits

the attention of those who have in them the power to make the law
" under which they will be the assessees and in that sense and for that
purpose anybody and everybody who approaches us with considerations
which ought to weigh with us will always have a little more perhaps
from us than from my friend. As I said, if we can find a formula where
a proper contribution to the State’s resources has got to be made by,
Indians who are trading abroad, there is no reason why they should
not be called upon to make that contribution in common with those who
reside and trade in this country itself. There is one other consideration
which was pointed out to me: how far it will appeal to the House is &
matter entirely- for them to decide. There is a large volume of opinion
which suggested that as far as possible we should prevent what is called
the flight of capital from this country, and, therefore, in any event invest-
ments which in England are under the heads of stocks, receipts by
way of interest and dividends on shares and rents of resident Indians
ought to be charged at all events, and that there is no reason why their
resources should not really be largely employed for the purposes of the
requirements of the expanding industry in this country; and that is very
important from the other point of view, from the scare which the Honour-
able the Finance Member is attempting to produce. He says, ‘‘if you
tax the Englishman too much, he will take away his money from this
country’’. But, assuming that the scare is true, it is up to us then
to prevent our people in common with those of other countries from
exporting their capital. I am not one of those who believe in that
exclusive and narrow nationalism but one is ultimately forced to the
situation by the action of the rest of the world. If the rest of the world
looks after itself and excludes you and I am foolish enough to say that
we are cosmopolitan so thai{ everybody will come here and take advant-
age of us, then I am afraid we shall be acting as fools. If the world
alters, we shall of course bq the first to set an example, but so long
as the world does not alter, I cannot see my way to being in the company
of those who believe that there is no resson why, if others are bad, we
should not be good. I suppose there are others who rise to the height
of Christian charity. We recognize, therefore, that if our friend the
Englishman finds that it does not pay him to keep his capital in this
country, I think we ought to take steps towards preventing our own
capital being employed abroad, and to that extent there is a very strong
argument in favour of taxing income on what are ocalled ‘‘interest,
dividends on shares, stocks, rent’’. Those are the four categories which
are to be found in the English Act.

To turn to another matter, when you examine the proviso with ‘“domi-
cile” and ‘‘non-domicile”, it is this category of incomes which are omitted.
What is omitted for the non-domiciled resident is ‘‘income from invest-
ments, shares, stocks and rent’’ and leaving only the words ‘‘business,
profession or avoeation’’. You can, therefore, easily see whether the
non-domiciled’ resident is going to escape as against the Indian whose
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foreign income is to be taxed; that is to say, the Indian will he taxed
on all sources of income, meaning from business, investments, interest,
dividends on shares, stocks and rent, and of course in addition to that,
business, profession or avocation, whereas the non-domiciled will be
charged only on business, profession or avocation. It is cutting out for
all practical purposes any foreign income at all. It is a deceptive phrase
when you read the proviso; if you once omit interest- and dividends on
shares, securities and rent and confine yourself only to the business,
profession or avocation, the chances are that except in the matter of busi-
ness nothing remains for charging on foreign income for the profession
-and the avoeation he must exercise here, and most of them do that job.
Therefore, there is no question of income arising froms that source. And
@8 to business, if you read the definition of residence and domicile, I
think you will find next to nothing to tax for a non-domiciled resident.
I must confess that the more closely I examine the proviso, the more
readily I am prepared to submit to the House that in so far as foreign
income is concerned, the domiciled resident Indian will pay any way
of tax on foreign income whereas the non-domiciled resident non-Indian
will pay almost nothing in addition to what he would otherwise pay.
‘Therefore, if foreign income is to be taxed, you will have to pay attention
to this point as to what extent you will make the distinction which is
sought to be made. Of course, there may be a complaint that the
resident, but non-domiciled non-Indian, will have to pay in his own
country. That is a matter between him and his own country.
He cannot complain to me that, while he is as good an assessee
the State has taken more out of him elsewhere and, therefore, it is India
which must be sacrificed at the altar. That is a point which must be
~considered very carefully. Therefore, the points, as I said, are whether
you will allow the distinction and whether, assuming the distinction
remained or did not remain, you will be prepared to give any protection
.or exemption to meet the difficulties which I have pointed out.

That takes me to the definition of residence and domicile which is
to be found in clause 4 (b). It says that a company, firm or associa-
tion is domiciled in British India, if it is resident in British India. T take
it that the legal consequence is that an individual has not what you
may call artificial domicile but is to be left to his own domicile. Under
constitutional international law the result of that will be, as the legal
consequence, that every individual non-Indian who sticks to his domicile
of origin, i.e., England, Germany, Italy, etc., will have no domicile in
this courntry even though he may have lived in this country for 50 years.
Bir Andrews Yule is a standing example of this, about whom it was
said that he lived a better Marwari than a Marwari did. That was
the part of the evidence which I recollect to have read and yet they
could not persuade the House of Lords to alter his domicile. In other
words, every Englishman who remains here for 80, 40 or 50 years, that
individual would still ‘come within the proviso’. That is to say, he is
& non-domiciled resident. That is the true effect of these definitions,
They appear involved but the effect is perfectly clear. But in so far
a8 a company is concerned, the definition does not help us in the least
because it says ‘‘unless the control and management of its affairs is
situate wholly without British India”’. The result is that most of the
British companies which are controlled from the United Kingdom would
equally escape under that heading. I must confess it has a very far-
reaching result. Instead of having a proviso of this kind, a direct method
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of expressing it wouid be that every Indian would pay and overy non-
Indian won't pay. Let us have it that way and then we know the issue.
There is no use fogging the issue by too many words. The whole point
is that every Indian will pay and every non-Indian will not pay or pay
very little indeed. That is the net result so far as I can see it. Of
course, there may be some exceptional cases and I appeal to my friends,
8ir Muhammad Yamin Khan and Mr. Abdul Sattar, and all the rest of
them to take these facts very seriously into consideration when they
come to think and consider the suggestions und amendments which we
might have to put before this House. That, Sir, is clause 4, and I
venturc fo say that I have explained it without the lenst desire to stress
or stretch any point unduly. I have done my best to expluin the real
‘and full implication of the clause as it stands now. We have suggested
perhaps a little wider definition of the residence of s company on which
it is unnecessary to occupy the time of the House now, but it.is a defi-
nition to be found in the recommendations of the Maemillan Committee’s
report for purposes of income legislation in the United Kingdom.

Then, 8ir the next clau.ae to which I wish to refer and about which we
could not see eye to eye with my Honourable friend, the Ffance Member
is clause 7, which you might call the trust clause. It is a matter of some
difficulty, but I am trying to put it in sufficiently plain language so that
he who runs may read. Hitherto, if A has created a trust in favour of X
even for one year, and the income is payable to X, that income is not, taxed
as A’s income. Of course, it is & pure matter of law and I appealed to the
then Chairman of our Committee, the Law Member that it is a purs matter
of law. Nobody can seriously argue that in the event of A making a trust
for B to pay the income even for one year to C, that the income arising
during that year is not the income of C. That is a point on which I am
sure one needs no authority, but if I needed any support, I am sure I
would get it amply from my Honourable friend, the Law Member. The
argument, however, is that in many of these cases and notwithstanding
the legal ownership, it is intended as a devise to escape tax because that
is the only ground on which the income of A becomes for the purpose of
assessment to tax the income of B, which is the income of A, I mean the
person who is the beneficiary under the trust. Then, so far as the provisions
in the Bill are concerned, I submit with very great deference that they are
too far-reaching. What I mean to say is that they cannot be justified even
on the ground that there may be some device of this kind which ought to
be checked. The language is difficult, but the substance is simple. The
substance is that, in practically every case where what you may call the
corpus of the subject-matter of the trust is reserved to the settlor or is
likely to revert to him under certain events and in all those cases the
income of the beneficiary should be taxed ns the income of the settlor.
I must say that it strikes me as a very violent provision alt,o.gatl:!er, not so
much that it rofuses to recognise the law of trust because it will be said
that we are not here merely to administer the law of trust, but that will
be a mere verbal argument. In other words, if you are going to break ;he
law of trust you can only do so to the extent to which you ¢an say thei':
it is 8 device to evade the income-tax, and, therefore, I am prepared to
it. But to tell seriously any body of men that where the oorpus is not
disposed of or is likely to rovert, that is a case in Which you must assume
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conclusively that the trust was intended only for the purpose that the
ihcome may be the income of the beneficiary and thereby it was created
only for evasion of tax. I believe my Honourable friend, the Law Member,
must know of many thousands of cases where genuine trusts have been
made for the life of another by many, either by way of provision for main-
tenance or for many other similar reasons, genuine trusts where the corpus
is undoubtedly not disposed of. But to say that all trusts, all of them and
each of them must be brought within the purview of the Act, because some
of those kinds of trusts are likely to lend themselves ig a devise, is a matter
on which I am certainly not prepared to give my consent. I do not deny
that in England elaborate provisions have been made to catch different
types of trusts as the ingenuity of the lawyer enable the settlor to make
with & view to lessen his taxable income and therefore lessen the rate at
which tax wag payable by him. Of course in desperation I was prepared
to accept even the English law mutatis mutandia. You must not say when
I said English law that because you find one or two provisions here and
fhere which by reason of the circumstances are inapplicable and therefore
the suggestion is absurd or unacceptable. If, in England, as my Honour-
able friend said, for reasons of drafting for catching people you have had
to have 15 pages of provisions of the law, in order to cover every type of
trust which can reasonably be supposed to be device for evasion of tax,
I can understand it. I am suggesting a much more simple formula to the
House, less than that I think it would be very improper to acoept. The
suggestion that I make is that the income of every revocable trust may
be taxed as an income of the settlor. I think it is possible there to say
that & man may make a revocable trust, it is not a matter for what length
of time, but being revocable in nature he can stop it next year. Therefore
you may say it is quite likely that it is & kind of trust which may lend
itself to evasion. Therefore I am quite prepared to say that the income
of every revocable trust, even though the beneficiary might have wide
benefits under it, it may still be assessed as that of the settlor. I am
prepared to go further that the income of an irrevocable trust so long as
the disposition extends to a period of six years or less may be taxed as a
part of the income of the settlor. I think it would be harsh to go beyond
that period. By the suggestions I have made, I have made ample provision
against the purpose of escaping tax, and to think that a person makes an
irrevocable trust to inure for a period of more than six years is doing so
purely and solely for the purpose of evading the tax is more than I am in-
clined to believe knowing the circumstances of the country. I quite agree
that it will be a question purely of super tax. I must give you the proper
perspective of the case. Supposing the law did not stand, then the bene-
ficiary would undoubtedly pay the tax. There is another possible result,
that where the income is small, that is below the exempted minimum, he
may pay no tax whatever. In other words, the income which may other-
wise legitimately be exempt from tax would be taxed because-it will be
added to the income of the settlor, and the income of the settlor would
swell to the extent of this addition so as to make his total income bear a
larger rate of tax. That really is the significance of the provisions which
are intended in the Act.

Sir Cowasji Jehatgir: May I ask the Honourable Member .whether ‘he
has seen the latest decision that appeared in the Times of India yesterday
sbout a wagf case? ‘
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T come then to clause 26. I cannot say that I am not sufficiently grate-
ful to my Honourable friend for this provision. I express the feeling of
satisfaction at the provision that we can carry over the loss. I am only
voicing the complaint which I heard, and I say this without any further
- comment. I think the word ‘‘same’ may be omitted in order that you
may take the loss of this year, not only from the income from the same
source, but from all sources in the next six years as well. I leave it at that,
I have nothing more to say on this point. It is & matter on which I am
not In a position, considering the justice of the case, to press unduly.

We then come to clause 89 which has been the subject of some contro-
versy. Clause 89 relates to what is called the re-opening of the past assess-
ment. Hitherto you can only re-open for a period of one year, It was
provided in the Bill that you can go back six years. On the mere matter
of time I am botind to say that I find myself in agreement b way of com-
promise if you like that the period should be four years and tie reagon that
appealed to me in that respect is that now the losses can be carried forward
for six years, in order to claim that you should have your books. Equally
the Btate can claim ‘give me the same books’ for the purpose of re-examin-
ing whether I have assessed you properly. From this point of view, 1 have
nothing to say. There are other considerations which the House has to
take into account. The first consideration is that at present the Income-
tax Officer is free so long as the word ‘discover’ is used. I do not know
really it goes very much further. The original word was ‘is of opinion’
and for that the word ‘discover’ has been substituted. Bometimes these
verbal changes please people, but I have not found that they cut very
much ice. There were the words ‘‘escape assessment’’. I attempted to
srgue before the Court that the word ‘escape’ means escape either through
mutual mistake or through any improper conduct on the part of the
assesses.  This is the meaning normally conveyed by that word to a lay
mind. But unfortunately the Judges said ‘escape’ only means not taxed,
that is to say fail to be taxed or remaining to be taxed. Then the sting
was out. Anyway the word ‘discover’ does not particularly appeal to me.
for it really does not advance the matter. The real point that we urged
wag that there should be stated in the notice grounds for re-opening,
secondly when the assessment is re-opened, it should be confined to those
stated grounds. If the grounds were not stated, our objection was that the
whole thing was fishy. I do say that objection can be taken more or less
on two or three grounds. One is, of course, the inevitable informer, and
he may give wrong information and say that 1 was a company director when
I was not. But when he gets hold of my books he may find I was a green-
grocer with an income which has escaped. BSecondly, they say, your next
year's assessment may arouse a suspicion that you could not have earned
so much out of the same business when you say esrned nothing or veray
little last year. That ig the sort of inference they propose to draw. An
yet another is one’s outward manner of life or way of living. But there
are many poor people who live richly and many rich people who live poorly,
and, I am sure that so far as India is concerned, Sir-James Grigg will find
little consolation in applying that test. In Caleutta, there are many people
whom you would never suspect of being rich from the way in which they
live. There is one multi-millionaire in Bombay who lives in a forty rupee
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room with at least 10 telephones around his walls who is carrying on busi-
ness of many crores of rupees. I do not believe that this last method
is of much value; the first two might or might not be. Of course, it comes
to admitting that it is in one sense fishing, but that a certain amount of
fishing may be allowed where people unduly or dishonestly have escaped
taxation. It will be for you to judge what should be the terms of re-
opening, because one cannot say that you cannot re-open it under any
circumstances whatever.

Then, we come to a clause which will lend itself to a considerable
amount of discussion and I believe good humour and so on, and that is
clause 42, relating to what 1 might call the right of entry of the Income-tax
Officer into another man’s premises, that is the violation of a man’s right
of remaining master of his castle. The clause as it was appeared to us to
be unduly wide, and I am not sure that the clause, as it now stands, has
done all the justice or affords all the protection required against unwelcome
intruders in the case of innocent people, which is the real point; because
of course it can be easily said by catching one that we ought to have gone
there twice or thrice, but whereas you may catch one where you may have
gone twice or thrice you may go to 50 other people where we ought not
to have gone at all. That is the crux of the matter. The clause as it now
stands provides that he may go to your door to requedt information, and
you cannot stand at the door and say, ‘who the devil are you’; and secondly
that, if he is armed with a what is called a warrant—though it is not in this
case called by that name, because the Criminal Procedure Code does not
apply—if he is armed with a written permission from the Income-tax Com-
missioner, he can enter the premises and take the books, examine them
and initial them and so on. This is the provision which the Government
desires or requires, saying that in many instances incomes have escaped
taxation by resson of their not being able to get at any real means of
checking those incomes.

So fer as major matters are concerned, there remains only one clause,
clause 58. Clause 58 refers to the section which deals with what is called
double income-tax relief. It is going to be amended by the Government
in certain respects and so far as those amendments are concerned there
is nothing to be said against them. But in regard to this clause I wish
to remind the Housc of what occurred at the time when the motion for
Select Committee was made. Among the major complaints which were
then made was first the section 60 to which I have referred, namely, the
power of the Central Government to exempt any classes of income. Of
course that power I objected to, and as I have already pointed out, so far
ag that is concerned, that has gone out of the Act. The other major com-
plaint I made was about double taxation relief, and I then submitted as 1
submit again to the House that it is & matter which merits your attention.
Irrespective of the actual figures, the fact remains that as a result of what
may be called reciprocal arrangement we get, that is to say the Indiuns
trading in the United Kingdom or otherwise liable to taxation there, get
a relief amounting to some two or three lakhs of rupees up to the separa-
tion of Burma. The relief in the last year given by India before the separa-
tion, sccording to the figures published by the Board of Revenue in the
All-India Income-tax report, adding up the two items businesses and other
assessees, was about 129 lakhs. In regard to the extent to which the
figures would be reduced by reason of the sep?ration of Burma I am pre-
pared to acoept the figures of my Honoursble friend. But the point is that,
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8s my friend said in his conclusion, and I will take his figure only, as
against the 60 lakhs real exemption or relief which under the section is
available to the resident non-Indian, as I will call him, the fact remains
that he hopes to compensate you by saying that you will get it back if
section 4 is passed. Now just imagine the irony of this argument that ik
order that another may be relieved I must burden myself. That is the
-short statement of the argument which must carry with it its own con-
demnation. In other words the relief to the other should remain, but to
the extent to which that makes our taxes less I must find out a new source
of taxation which you should suffer. First as to clause 4; if it remains let
it remain. Tt is not & matter of exchange. Let 4 remain; it is not unlikely
that if not now at a later stage we may need more revenue and therefore
the merits or demerits of clause 4 have nothing to do with the issue. But
the irony of it is the point which my friend, I dare say, saw and which
I would like to put before you. I am losing not 129, but only 80 lakhs;
but as against the 60, I am going to extract 80 out of you. If you are-
pteased with that argument, you may be pleased; I have no quarrel with
you. But how you can be pleased with any sense in your head is more:
than T can sée. That is the short argument. But 1 have a lot more to
say about it lest it should appear that I have only the one argument. But
that is an argument for which there is no basis or justification, and it is
one which T cannot possibly accept, that we should let off one who is not-
an Indian 60 lakhs and tax an Indian 60 lakhs to make up for that. I this
morning re-read the speech that I made at the time of the Select Com-
mittee motion and my Honourable friend’s reply. I have seen a cartsdn’
of my Honourable friend in which he is sitting down as & school boy on
the ground trying to discover an appropriate word, turning over dictionaries
and books. Possibly he is going to keep that as one of his heirlooms he is
preserving. In that cartoon his face is cherubic. But as I see him in
the cartoon reading his speech, I am referring to that he inade in reply, I
see him as a different child altogether; I see him sitting down on the ground
rubbing both hig hands and feet and with crocodile tears coming out of his
eyes. That ig the only kind of picture induced by what one stes there in
substance. It is easy to be sarcastic and to talk of plunderers and robbers.
That is easy enough to be used: but the question is, am I a rascal when
I am asking for what I am asking? His argument in substance come to
this: he says ‘“Yes; in 1921 you were foolish enough to agree to this provi-
sion. Since then we have had it. Now if you take it away what Wwill
happen?’ 1 first ask him whether he will refund all that he has taken.
That is the first question I am going to ask him. But he does not offer
any such thing: the very boon that was conferred is made an argument for
continuing it. His argument is this—and it is a correct representation
of every word of his argument: he says ‘‘If you had not been so foolish,
our friends would have taken away their capital elsewhere.””” (An Honour-
able Member: ““Where?"’) Leave that out. I am trying first to state his
argument and when I have stated it, in its naked terms, you can easily
judge its value: for any man with any sense, unless it i8 clouc_ied by selfish-
ness or with dark glasses and so on—then he can see nothing: that is a
very different proposition; but the fact remains that his argument comes
to this: he says ‘I would have tsken it away; now that I have not taker
it away and if you take the tax as any other Indian pays, then to that
extent the capital value of my business would be so much less, because,
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hitherto, the capital value of the business is valued on the ground that 1
pay 60 lakhs less, and, therefore, my income is better and capital value is
correspondingly better or higher”’. Naturally. Therefore, he says, if you
take what you legitimately ought to tauke and what you should not have
given to me during the last seventeen years and therefore I find myeelf to
be less valuable in my business than before, that is playing the yroundrel.
I should like clearly to expose the whole fallacy of this vicious argument
on this question of being a robber so far as Indians are concerned. They
have had the benefit for 17 years and they now come and say ‘‘Now m

business is being valued on the basis of, we shall say, Rs. 10, less 5 whici
I do not pay—therefore Ra. 5: therefore my business is Rs. 100 value but
if you take the 5 more which every Indian in the same position will pay,
my business would not be worth 100: it would be worth only 86’’. That is
the true analysis of his most impassioned peroration in the last speech he
made and which I believe he expressed in words more difficult to under-
stand than I have expressed. The words are simply these: ‘‘Yes, you are
taking sway indirectly if you reimpose this tax, so to say. You are taking
away what 1 call the appreciated value of my business.”’ I do not grant any
one of those premises. I do not grant the premise that the capital would
have gone, because I am able to say from the returns which I have read
that the income earned by the investment of that capital is certainly suffi-
ciently inducing as relatively to any other country in the world: and to
say that I take or I might have taken what I ought not to have permitted
at all, to say that if T take what I ought to take then I am reducing the
value of your business ‘and thereby robbing him, is an argument which to
any reasonable tribunal, except as I said looking through glasses makes—
it is said in my country that there is no greater blindness than selfishness—
and if that prevails then there is nothing more to be said: or as I said,
if the big stick argument is trotted out then also there is nothing more
to be said. But if it is to be an honest argument, I cannot possibly see
that the reason that they have got this for 17 years should be a ground,
it you please, for saying ‘‘I have got so many lakhs and therefore if I do
not get many more in future you are robbing me’’. That is an argument
which I would like my Honourable friend to examine a little more coolly
and in n little more detached manner to the extent that he can.

Then, there is the other point to which I want to call attention. I do
not deny for a moment the figures which my friend gave. It is true that
an English company would pay 43 annss including tax in their own
country; and if repealed in India they would pay 5 annas; and if repealed
in the United Kingdom they would pay 74 annas: the figures are not dis-
puted at all. The figures as my friend gave them were 3 annas in the
rupee here; but an English company pays 4} annas and they would pay
5 annas if the relief here is repealed . . . .

The Honourable Sir James Grigg: Five and a half,

Mr. Bhulabhai J. Desai: All right, I will take it as 54; and 7% annas
if repealed in the United Kingdom. Now, let me examine this. Because
his country tekes from him by way of taxation because he is what they
call resident and having a business outside, is that a fact for which I am
to pay? An Englishman, because he is an Englishman, has the whale of
the empire at his back. If one single Englishman suffers either in business
or in person, and even in reputation, the whole of Britain is at his back;
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and not merely for the honour of it, but for the benefit of that position
he has to pay a tax to his country. It is rather a tall argument to say
that because he pays that tax which is quite legitimate, we the poor of
India should relieve him, because otherwise he will have to pay too much.
It is an argument which I cannot possibly accept. Can you accept an
‘argument that because the Englishman in his own country has got to pay
not merely for the privilege and honour of it, but for the benefit—a benefit
provided in the Government of India Act itself—and many other benefits
which are more invisible—if he has got to pay for that, let him pay for
it. It is no use telling me that I have got to pay more. If these figures
are intended to frighten us, then I say I have nothing to do, with them.
How am I concerned with those figures? Imagine his telling me seriously
that if the income-tax relief is repealed in England, and if we fail to give
gxemption, then he would have to pay 7 annas. But let him give it. 1
have no quarrel with it. It is no ground to tell me that in England he has
got to pay the tex. By all means let him pay the tax. Who objects to
his paying the tax which he is bound to pay in his own country? I am
too poor to afford it; and they have multi-multi-millions to spare. Let
his own country, if it likes, forego the 60 lakhs a year if it is only 60, or
if it is 80 lakhs, then let it forego 80. B85 lakhs to them is very little in
their budget. But 85 lakhs to me means a substantial assistance for
nation-building activities, even according to my Honourable friend. He is
trying to find money for it; he is trying to create new sources of taxation
for it. In the military budget he is trying to get.some money for us he
says. Here is one matter on which there is no room for argument. Let
him get it and we shall thank him. His country ought to bear a third of
what is imposed on us by way of relief. His country can afford to bear
it. The Englishman owes it to his country to pay it and there is no reason
why I should pay. That is the whole of the argument so far as that section
is concerned. It is an unjust section: it may be a section which may stand
where the two parties are on equal terms, financially, economically and
politically. I can well understand that. And even if I were in that posi-
tion I would not even then come to an agreement like that. But to come
to me like the poor, if you please, and say ‘I am very much harassed in
my own country. These fellows take an extra tax from me for being an
Englishman: you are a rich Indian and therefore you ought to relieve me
the poor Englishman.’’ Imagine the injustice of the argument. Imagine
the atrocity of the argument, that ‘‘our country chooses to tax us too much
and wé are poor: you fellows are rich: why do you not pay. We pay two-
thirds.”’ 1 say, why do you not pay the whole if you think you deserve it?
That has nothing to do with me. To call that robbery is an argument
which I say the Honourable the Finance Member should ponder over,
before he can ask me to pay in order that he may be relieved! In other
words, what I need not pay I must be compelled to pay, and having paid,
if I cease to pay, it is robbery. It is a thing which beats me altogether.
It only reminds me of what I have always been accustomed to hear from
ungrateful people. ‘A man carries another on his shoulder for a whole day
and the poor chap is tired or wants a little rest, and he puts him gently
down on the ground he says—‘‘the devil threw me down’’, That is the
only credit that we get. Having allowed them to take this money for 17
years, the only credit we get is, if you don’t pay you are a wretoched man.
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I am quite certain that my friend in his cooler momentg will recognise the
justice of what I am saying. The House may or may not be blocked from
dealing with it in the manner in which they are entitled in justice to deal
with it. That is & matter on which the advice of constitutional lawyers
would have to be sought, and I do not propose to pronounce upon it. But
I do appeal to my friend,—I am not making any grievance,—I am not
calling him by the name by which he calls me,—I do appesal to my friend
to conmsider that his country is well able to bear this relief in the shape of
a third which my country is unable to bear any longer. We want money
for our nation building purposes. May I plead an appeal to him, to his
Government, to the Governor General, the Secretary of State and the whole
of the British Cabinet that for once at all events in one small matter they
may do some justice and I do appeal to my friends in this House that
they should assist me in pressing tbis claim upon them. I do not want
to deprive them of the benefit of the relief, but let them take it from those
who can bear it better. These are the points of controversy between us,
the last perhaps the worst of them from their point of view, but which
ia the simplest from our point of view. In so far as we have been able to
come to an agreement, I hope I have fairly presented the matter to the
Assembly. In so far as we bave not been able to come to an agreement,
I have put the pros and cons for my friends to consider, and I hope and
trust that in most of the material matters there is no man or woman who
will fail to vote with us us and when the amendments are moved to achieve
the purposes and objects I have described.

Mr. Muhammad Azhar AH (Lucknow and Fyzabad Divisions: Muham-
madan Rural): Sir, it will be sheer audacity on my part to open my lips on
such a technical Bill as the one before the House. I know my own short-
comings, and, after the two very lucid speeches to which we have just
listened, one from the Government side and the other from the Honourable
the Leader of the Opposition, it is very difficult for me to enlighten the
House on the salient points of this Bill. The two instructive speeches that
we have just heard have brought home to us the objetes of this Bill. The
Honoursble Sir James Grigg said in the beginning that this Bill was in-
tended merely to tax the richer people, and not the poor people of India

------

[At this stage, Mr. President (The Honourable Sir Abdur Rahim) vacated
the Chair which wag then occupied by Mr. Deputy President (Mr. Akhil
Chandra Datta).] .

. .-and I would ask the Honourable the Finance Member to bear this
fact in mind when we come to discuss the amendments on this Bill. T find
that the Finance Member goes the whole hog in connection with the Select
Committee’s Report, while the Honourable the Leader of the Opposition
differs from him on certain very important points which are in the interests
of India and Indians. I may mention at the very outset that T was not a
member of the Select Committee, and, therefore, it will not be right for me
to enter into the details of the Bill as the Honourable the Leader of the
Opposition has done. I shall take up only those points which I consider
are to the interests of my countrymen. The Honourable the Leader of the
Opposition raid that he would not like to be called a partner with the
Government. I do not know anything about the proceedings that took
place in the Select Committee, nor do I know who walked fnto whose
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parlour, I do not know if the Leader of the Opposition and the Parby
which he represents have been able to extract from the Government as
much as they ought to have done, but I find there are still very outstanding
matters which have to be dealt with by this House, and the vote of the
House will decide those questions, '

Bir, this Bill is a technical one like the Insurance Bill, the C i
.Bi}l or the Motor Vehicles Bill, but there is much of practic’s;ilit;mtﬁﬂ
this measure. Those people who have had practical experience of the
working of a measure like this will be in a better position to say what is of
benefit to the Indian taxpayer and what is not, as a result of the introduc-
tion of this Bill, but there are certain matters to which I would like to
advert, if I may, within the time at my disposal. I would ask the Govern-
ment to think twice before voting takes place to coolly consider the objec-
‘ions raised against this mensure. We all know that the Honourable the
Law Member had to work very hard on the Companies Bill as also on the
Ansurance Bill, and so much the Honourable the Finance Member has
worked. But as this Bill will affect even the Government servants, the
Government ought to bear in mind that if they impose heavy taxes, their
.own Government servants will be hit hard, because it is a matter which will
affect the salaries of their own servants. Government should also bear
in mind that the industrial development of India should not be hampered
in any way by imposing heavy taxes on the industrialists. It is a well-
known fact that there is not much capital in India. There are no doubt
a few millowners and millionaires, but, on the whole, India is a poor
country, and the country cannot be saddled with such heavy taxes as you
can impose on a rich country like England. This fact ought to be parti-
cularly borne in mind when you consider the question of imposing taxation
on even the middle class people. Therefore, Sir, I would warn the House
to be more cautious and to be very careful and not to be afraid of any holy
or unhaly alliance which may have been entered into by some in the Belect
Committee. When the amendments are taken up, we shall have to regard
the fact that India’s trade is not crippling. We have seen in the papers
that the customs duties are going down at the present time and 1 do not
know how the Finance Member will be able to meet t}-ne deficit thn he
comes to take up the budget. But an idea is._that_ the 'mco-me—tax will ‘be
raised, and if that is so, there will be more dissatisfaction in the country
and the Government ought to be more careful about it.

T now come to a few points which 1 want to place before the House.
They have been adverted to by the Leader of the Opposition to
a great extent but I would put them in my own simple way.
Under clause 22, notices are to he served on the nssessees for the benefit of
‘taxation by the Government, then I would say that proper steps be taken for
such services. It will ' not be enough, as we very often find in the civil
.courts, that substituted service is adopted insterd of serving the notice on
the people themselves. Tf you advertise notices in the local gazettes and
local papers and affix them in places where the people concerned reside,
then service will be proper; otherwise it will cause very great trouble. On
geveral occasions this substituted service method is adopted in the civil
courts and people have had to fight in the suits to the effect that the notices
‘were not properly served.on them. T want Government to take note of the
{act that motices should actually be served on the people, and there are

4rm
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jproper ways in which they may be made effective, and not simply in a
fomIml manner to complete the formality. :
come now to realisation of arrears. Under s i i
46 I find that under that heading you have pmvidzz' ?pﬁoxgﬁaﬁt mf.‘[ti;w:‘1
. P , 1ent. is
8 very hard thing and if imprisonment is resorted to, it will not be bumane
and will not be conducive to income-tax work. In the same macner I
would say that there are harassing conditions under sub-section () of sec-
tion 88 when you go to and enter forcibly the premises of the people for
inspection of their account books. For you to enter the house simply to
catch hold of the books of those assessees who for some resson or other
may not have been able to produce those books because either
botice has not been served or some other thing has happened is pre-
posterous—I would appeal to the Government not to be harassing the
people in those ways but to adopt measures which may produce confidence
and satisfaction in the country. I come to the appeliate powers now and
to the appellate provisions of this Aect. They are_ undoubtedly very
good provisions. The Select Committee has suggested machinery
in the Bill for the setting up of tribunals. I do not want to
commit myself or my Party to anything here but 1 must say that the
tribunals are really a more convenient way of deciding cases in Indis. In
our own province we are introducing the principles of the panchayat system
and I think that the opinion of one judge or of one man will not be more
on the side of justice than the opinion of the tribunal and I do approve of
that provision and I think that is a very good provision. At the same time
it has also been provided that there should be a punel from which the mem-
bers of the tribunal should be selected. 1t is indeed one of the best proce-
dures that have been adopted, and just as we find in the jury system that
people feel more satisfied, so will be the case under the tribunal systen.
I totally approve of the system. But there is one thing that T would
object to. In case of certain appeals a substantial fee is provided to prevent
frivolous or petty appeals. I submit that this is rather too much. This
will be another way of extraction from the people. If you want more
money then say so but you should not, on that account, provide for a
substantial fee. It will be hard for poor Indiang to pay large amounts and
in many cases several deserving appeals will not be allowed to go before
the tribunal. I fail to see how the lawyer Members of the Select Com-
mittee agreed to such a proposal. These appeals will not be like suits
before ordinary eivil courts. Even in the criminal courts they have not to
give a substantial amount of fce. In the same manner T submit that the
fee provided in this case should not be substantial. I agree that the Central
Board of Revenue should have the highest and fullest authority. My own
experience of the Central Board of Revenue of the Government of India
has been that they look into the matters carefully if they are properly
brought before them. I give credit to my Honourable friend, Mr. Sheehy,
Member of the Central Baard of Revenue, in a case which was brought to
his notice. He was very kind enough to restore the head clerk of one of
his offices in spite of the fact that the Commissioner of Income-tax differed
and was very harsh and dismissed the head clerk from the office. I would,
therefore, like that the Central Board of Revenue should be given full and
thorough authority over the servants of the department. But there is one
thing which I would like to mention on the fleor of the House, namely,
that the trestment which shauld be meted out to the assessees should be
more congenial.- It ig not only my experience but that of several vthers
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also who have appeared before income-tax officers, that they are not as
properly treated as they ought to be. These are the people whom you
want to tax to increase your own revenue and if you don’t treat them
properly when they go to the income-tax offices and their complaint that
the treatment meted out to them is not congenial and that you don’t treat
them in the way in which they ought to be treated is worth noticing. 1
semember a case in which one of the District Judges in my own province
had to appear before an income-tax officer in Lucknow. I am sorry that
that friend is dead. He told me that he was not properly treated in spite of
the fact that he was s retired district judge. When respectable Indians go
there, they are kept waiting in the verandah for hours. I would ask the
Central Board of Revenue that they should be careful about the treatment
that the department gives to Indians who appear before Income:tax officers.
In future it will be Indians mostly who will be attending in Income-tax
offices, and I know that the treatment meted out to them is very different
from that meted out to Europeans.

Now, I come to another point and that is the unions which the income-
tax people form among themselves. I know it for a fact that there are
Commissioners and Assistant Commissioners who do not care so much for
the unions.

The Honourable 8ir James Grigg: You mean trade unions of the staff?

Mr. Muhammad Azhar Ali: Trade unions are on your brain, because
you disgorge more money out of them. I am referring to the unions of
these poor people who are in the service of the departmenf. I find that
they are not so very much recognised by the officials of the department.
These are the days when trade unions and services unions are becoming
a power in the country. You ought to take a lesson from this. You know
what is happening' today in Bombay. If you don't recognise these
unions, the result will be that true facts and true state of affairs wiil
not be represented before you, as I have found to my cost and experience.
I am glad that the Central Board of Revenue should have full authority
but, at the same time, I would ask them to think of the points which I
have brought forward.

Now, I come to the question of Trusts. It may not be a congenial
subject to discuss at present but I must say this much at least that in the
province of Bihar the wagf-alai-aulad and sallied questions have to a certain
extent been solved and compromise arrived at. I would ask this House
to remember that those trusts which have been established by the Mussal-
mans and Hindus for the benefit of their generation or family or public
good, should not be the subject of taxation in this House. It is said that
there is no mention of them in the Muslim scriptures. I will not refer to
any scripture today, but if the occasion arises and when the amendments
proceed, I will do my level bast to point out ‘he scriptures, even for the
iﬂfo‘r’:vnai}ilon of the House if necessary.

e have heard a lucid exposition of the policies underly; is Bi
fm:m the Honourable the Leader of the Opposipt.ion. I wouldyllfoi ts:;rs aﬁgf
thing about the policies until the amendments are before the House. To
the question of the taxation of foreign income or the question of accrual and
remittances, I will not advert to at the pregsent moment. I will only refer
to one more pojnt and that is whether the Indians in Indian States will be
treated gs foreigners as BEuropeans and other foreigners will be? T do not
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know really whether this Act places them on the ssme level ag Eurtpeans
or Americans or Australians. Bo we have to be very esreful about their
taxation. We now find that there is great affinity betwesn Indisn India
and British India and we have to be very careful about texing lndians who
are in the Indian States. There are people in British India who carry on
business in the Indian States and there are people in lndian India who
carry on business in British India. We bave to be very careful because
if Indian States start taxation of incomes, then British Indiang will be sub-
jected to double taxation. Unless we give relief in this respect, it may be
said that we are not treating fairly Indian States people resident in British
India. 1 am sure that there is not a single Indian in India who would not
like to help his own country. They would be glad to contribute their own
quota to help India but if they are texed twice, it will create hardship.

When this Act is passed as reported by the Select Committee the
Honoursble the Finance Member will probably get higher honours from
the Government, t.e., he may get some more letters added to his name,
but we will be the sufferers. We have to look to our own interest and we
ought not to be guided by what the Government or the Finance Member
say is to the interest of Indians. We remember the case when the ratio
was changed. The Member who changed the ratio has gone away and we
are the sufferers. If this Bill is passed to the detriment of the Indian
people, it will not be Sir James Grigg who will suffer, but it will be the
Indians who will suffer. Therefore, 1 would ask my Indian friends in the
Assembly to be very careful about passing the legislation on the lines on
which it has been brought by the Government.

Mr. Daputy President (Mr. Akhil Chandra Datta): Mr. Lalchand Naval-
rai. Before the Honourable Member starts, I have got to mention one
matter, viz., that there is a request from the Muslim League Party that
the House should adjourn at half past four. So far as the Chair is con-
cerned, it has no objection if the different parties including ihe unattached
Members are agreeable. I want to know if there is any objection.

Honourable Members: No, no.

Dr. Sir Ziauddin Ahmad (United Provinces Southern Divisions:
Mubhammadan Rural): We request that the House should adjourn at half
past four for the remaining four days of Ramzan.

Mr. Deputy President (Mr. Akhil Chandra Datta): Yes,—during the re-
rnaiﬁrng If:lur days of Ramzan, '

. Lalchand Navalral (Sind: Non-Muhammadan Bural): Sir. i

to be in the fitness ofethings that the House is being adja)rumﬂelﬁ’ :gdl:a;n;:
half past four, because, Sir, I cannot but say that, after the speech of the
Leader of the Opposition, I do not find much interest of the House in this
Bill. Bir, this Bill, however, is a very important Bill,—I would say from
this point of view that it ruins the Indian trader’'s interest. It may not
affect my friend, Mr. Egsak Sait, because he has no tax to pay, but with
regard to the Bill itrelf, what I am claiming is that there ought to be given
full considersation to it. If you consider the provisions of this Bill carefully
and take full interest in it—and that interest also should be a joint interest
of the House,—then you can come to certain conclusions as to whether this
Bill should or should not be called a very injurious one; but, any way, the
main provisions of this Bill are such as should not exist at all.

Sir, the first question is whether we should give any credit to the
Honourable the Finance Member for having brought this Bill or not. 1
submit that considering the way in which this Bill has been brought, we
ghould give him credit only for one thing and that is that he has teken

B
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courage into his both hands to bring this Bill into this House himself in order
to get credit for himself after similar provisions or at least some very im-
portant provisions had previously been rejected in the days of Sir George
8chuster. I submit that he will be doing no credit, because if he succeeds
at all in passing the very objectionable provisions of this Bill, then e would
be only leaving an inequitable legacy to this country. 8ir, considering the
way in which the Finance Member has always shown an anxiety and a rapa-
city for the purpose of extorting money from people, I submit that it would
be wrong on his part to persist with those provisions, at least the very
objectionable provisions,

Now, 8ir, before this Bill went to Belect Committee, we expressed our
view over certain provisions of this Bill and pointed out the difficulties
that we had. Now there it no doubt that I should give credit to the Belect
Comngtit’oaﬁ for having considered it for some time and spent much labour
over it but I submit that with all that, in spite of giving credit to them
for what they have been able to get, as it is said, by persuasion, by bargain-
ing and by certain promises being made and not by argument because the
arguments would never suit our Honourable Finance Member, the report
is not complete and there is only a reliance on certain promises as ex-
pressed by the Honourable the Leader of the Opposition. What I mean
to say is this' that when an important Bill like this went to Select Com-
mittee, there ought to have been no baste in sending this Bill to this House
to be considered at this moment. What I mean is this. It has been made
plain to the House today that there are certain provisions which have not
been finally decided by the Select Committee but that certain promises
have been given that provisions of that nature will be placed before the
House, and also that certain matters are being inquired into and investi-
gated and then those provisions will also come before this House. Not only
that, but from the Select Committee’s report I find that it has been said
that some of the provisions which are being accepted by.the Select Com-
mittee provisionally will be formed into rules or into instructions or what
may be called administrative orders. Now I eay, Bir, that that is a most
objectionable thing that they should have been left over in the SBelect
Committee. What do we find here? For instance, let us take the question
of the tribunal. Now that question is also very important because all along
we have been saying that the procedure laid down in the Act is not a good
procedure at all. It is only the administrative authority which has to
decide the case with no help of any capable man or any person or any
assessor or any independent non-official to come to a certain conclusion.
Now, therefore, what we find in practice is this that when an assessee comes
before the income-tax officer, the income-tax officer is the sole authority to
assess him. Now, when he assesses the income, it is left to him to form his
own opinion on anything that he finds, even according to what we may call
his own fancies and whims. He comes to a certain conclusion and then what
he decides is more or less, I say, the final view. When hé comes to a con-
clusion that such and such a tax and so much amount should be pmd_, well
he has given the judgment, but to whom does the matter then go if the
assessee is aggrieved? Now, he goes before the Assistan Income-tax Com-
missioner, who also belongs to that very Department . . . . .

Mr. Deputy President (Mr. Akhil Chandra Datta): The Honourable
Member can resume his speech tomorrow.

The Assembly then adjourned till Eleven of the Clock on Thursdsy,
the 17th November, 1988. ‘
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