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LEGISLATIVE ASSEMBLY.
Thursday, 1st December, 1938.

The Assembly met in the Assembly Chamber of s$he Council House
ab tB];Loven of the Clook, Mr. President (The Honourable Sir Abdur Rahim)
in Chair,

Mr. Presidemt (The Honourable Sir Abdur Rehim): The Chair uunder-
stands the Honourable the Finance Member and the Honourable the Home

Member are engaged elsewhere. 8aq, if it suite the House, the Ohair
will first go on with the questions put down for the Defence Becretary.

——— .

STARRED QUESTIONS AND ANSWERS.

(a) ORAL ANSWERS.
Prorosuls 70 TRAD Ruczavms of (Orricmms AWD Rawks,

1656, *Mr. T. 8. Avinashilingam Ohettiar: Will the Defence Secretary
state :

(8) whether they have any proposals to trsin reserves of officers
and ranks to meet cases of emergency in case war breaks
ouﬁ; . -l "

(b) whether they have come to any definite conclusion in the matter;
and

(c) if so, what steps they propose to take in the matter?

~ Mr. 0. M. G. Ogilvie: (a) Adequate arrangements exist for the train-
Ing in peace of the Army in India Reserve of Officers and the Indian Army
Reserve (other ranks) up to the authorised establishments of these cate-
gories,

(b) and (c). Do not arise.
Mr. T. 8. Avinashilingam Ohettiar: The answer that the Honourable

Member gave is that adequate arrangements exist for times of peace but
my question was to meet cases of emergency in case a war breaks out?

_ Mz 0. M. @. Ogilvie: That is why these reserves are trained in peace
In order to meet an emergency when war breaks out.

Mr. 8. Satyamurtl: The authorised strength is fixed, to which my
Honourable friend has referred. May T know whether it is fixed with
isfefgnce to the breaking out of war and, if so, on what scale is it being
ep

l_l'r. 0. M. G. Ogilvie: I cannot give the Honourgble Member exact
getalls of that, but it ie kept at a sufficient strength, at any rate, to tide
B over: ' ' " : :

( 3617 ) A
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Mr. T. S. Avinashilingam Chettiar: May I take it that nothing special
has been done in thir matter more than what has been done already for
S0 many years? ' o

Mr. 0. M. G. Ogilvie: No, these arrangements have not been altered.

Mr. K. Santhanam: May I ask what is the number of t—he_ ofﬁcel_-q' in
these reserves? '

Mr. 0. M. G. Ogilvie: I think it is 1,579.
Mr. K. Santhanam: How many Indians are there in this number?

Mr. 0. M. @. Ogilvie: Again, as far as T remember, there are 700
Indians.

Mr. K. Santhanam: May 1 ask if these officers include the Indian
Medical Service Officere also?

Mr. O. M. G. Ogilvie: Yes.

Mr. K. Santhanam: How many Indian officers who are, really speaking,
military officers other than the Indian Medical Service Officers are there
in these reserves?

Mr. 0. M. G. Ogilvie: About 450.

Mr. T. 8. Avinashilingam Ohettiar: Of the remaining number, how
many of them are Anglo-Indians and domiciled -Europeans?..

Mr. C. M. G. Ogilvie: That I am unable to say.

Mr, 8. Satyamurti: T think my Honourable friend in reply to u
previous question said that their number is enough to tide over the situa-
tion or the crisis; may I know what is the contingency up to which they
have got the officers and men trained for the outbreak of the war? Is
that contingency the arrival of troops from abroad, that is, from the
British Empire. for the defence of India, or the creation of a second line
of defence inside the country iteelf?

Mr. 0. M. @. Ogilvie: I am afraid T too have not quite understeod
the Honourable Member's question. I think he was trying to get me to-
delimit that word crisis. I am afraid I am unable to do so. I can only
say that this reserve is trained in peace in order that we may have u
sufficient number of trained officers and men to fall back upon in the event
of war.

_ Mr. K. Santhanam: May I ask if the University Training Corps also
form part of this reserve?

Mr. 0. M. G. Ogilvie: No.

Mr. T. 8. Avinashilingam Chettiar: In view of the fact that the Indian
portion of this reserve is not more than half, may I ask whether Govern-
ment propose to take any steps to increase that number?
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Mr. 0. M. @. Ogilvle: Steps may be taken but none are being taken
at present

Sardar Sant Singh: May I ask whether the reply refers onlj to the
army or it refers also to the Air Forces and the Naval Forces?

Mr. 0. M. @. Ogilvie: It refers only to the army.

Sardar Sant Singh: May I ask if any steps have been taken to train
the pilots und other necessary contingent for the protection of ports in
India?

Mr. 0. M. G. Oglivie: No reserve air force at present exists.
Mr. President (The Honourable 8ir Abdur Rahim): Next question.

FarL 1x THE NUMBER OF CANDIDATES SEBEKING ADMISSION INTO THE INDIAN
MILITARY ACADEMY. ~

1657. *Mr, T. 8. Avinashilingam Ohettiar: Will the Defence Secretary
state :

(a) whether Government have considered the progressive fall of the
number of candidates offering themselves for admission to
the Indian Sandhurst:

(b) what are the reasons for the fall in numbers; and

" (c) what steps they have taken, or propose to take, to get increasing
numbers of the proper type of young men?
Mr. 0. M. @. Ogilvie: (a) Yes.
(b) and (c). The reasons are uncertain. A Committee will shortly
assemble which will examine this question among others, and after
Government have received its report, the necessary steps will be taken.

. Mr. T. 8. Avinasbilingam Ohettiar: May I know if the Committee that
is referr:ed to is the Committee that will be appointed in pursuance of the
Resolution passed by this House ?

Mr. 0. M. G. Ogllvie: Yes.

Mr. T. S. Avinashilingam Ohettiar: May I know whether Government
have taken into consideration the amendment that was passed in connec-

tion with that Resolution?
Mr. 0. M. G. Ogilvie: Not yet.

Mr. T. 8. Avinashilingam Obettiar: May I ask whether the report that
has appeared in this morning’s papers that the Honourable Sir Muhammad

?aft:ullah Khan has heen approached to be a member of that Committee
18 true? '

-- Mr, 0. M. G. Ogflvie: T am not prepared to say who has been approach-
ed and who has not.

+ 9
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Mr. 8. Satyamasti: My Honourable friend said thet Govemmment kave
not yet come to a decision on the recommendation of this House thet the
majority of this Committee should consist of elected Members of the
Legislature. At the same time, my Homowsble friend: has said that he
cannot say who has been appromched and@ who has not been appresched.
May I know whether Government have approached some people, indepen-
dent of their decision an the recommendstion of't&is'ﬁomg

Mr. 0. M G. Ogilwle: 1 did not say I could not ssy. I séid T would
Mr. 8. Satyamurti: May 1 take it, then, that Government are

approaching some people or have decided to approach some people, without
deciding the entire composition of the Committee one way or the other?

Mr. ©. M. ©. Ogilvis: No person has been approached offciMy in any

way.

Sasdar Sant Bingh: ' May 1 know if -Gowernment propose to consult the
Leaders of Parties hefore anw person i mominated on this Committee?

Mr. ©. M. ©. Oglivie: 1 cammot add to my previous answer on that
question. It has not vet been decided whether we will or not.

Sardar Sant Singh: Will Government oomsider the advisability, when
accepting the Resolution of this House, to consult the Leaders of Parties
with regard to the selection of the personnel of thia Committee?

Mr. 0. M. @, Qgilvis: That is exactly the kind of thing that the Gov-
ernment invariably consider with very grest care

Mz, K. Santhapam: May T ask whether any person has been approached
unofficiallv ?

Mr. 0. M. 6. Ogitvie:  With your permission, Bir, I am not going to
answer any further questions about what I may or may not have done
unoffieinlly.

+1658*.

ALLOWANCES PATD T0 ARMY OFFIOERS AND SOLDIERS.

1661, *Mr. C. N. Muthuranga Mudalar: Wil the Defence Beerébarv
prease state: _
(a) the mature and number, ag well ss the amoumt of the warious
allowances paid to soldiers (i) British, and (ii) Indian, in the
armv in India, including privates, warrant officers and mon-
commissioned officers; and

#Por question Wo. 1658 sec page 3631,
*For questions Nos. 1658 and 1660 a+r pages 3625-27.
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(b) the nature, number and amount of the various allowances,
besides pay, paid to officers, (i) British, and (ii) Indian, in
the army in India from the rank of second-lieutenant

upwards ?

Mr. 0. M. G. Ogilvie: (a) and (b). The required information was laid
on the tabls of the Council of State in reply to question No. 339 asked
by the Honourable Mr. Brijlal Nandlal Blya.m on the 19th November, 1937,
and question No. 51 asked by the Honourable Rai Bahadur Lala Ram Saran
Das on the 4th March, 1987.

UNIProRMS SUPPLIED TO PRIVATES.
1092, *Mr. 0. N. Wuthuranga Mudxllar: Will the Defence Secretary
state what is the cost of the uniform or dress supplied :
(a) to an Indian private,
(b) to a British private,

and also how frequently they are renewed, and if any allowances are
given annually for the upkeep of such uniform or dress?

Mr. 0. M. G. Ogilvie: (a) and (b). The cost of public clothing, that is,
a great coat, for a British private is Re. 22 and that of personal clothing,
that is, service dress, Rs. 75.

The cost of public clothing for & sepoy of Indian Infantry is Rs. 20
and that of personal closhing Re. 48.

The public clothing of both is repiaeed free of cost whem woen out
through fair wear and tear, the standard life being seven years.

The upkeep of personal clothing is the respomsibility of the seldier for
whiech the foMowing monthly sllowance is paid:

British private ... Rs. 1-10-0
Indian sepoy ... ... Res. 1-60

Prof. K. G. Ranga: Will Governmnent consider the advisability of »e-
ducing these allowanceg to the British privaies to the level at whmh Indian
privates are paid?

Mr. 0. M. G. Ogilvie: No, Sir.

Prof. N. . Ranga: Why not?

Mr. Presidlemt (The Honourable Sir Abdur Raklim): The Honourable

Member cannot enter into a discussion.

Sobh Govied Das; What is the reason of the differentiation between
the allowance which is being paid to the British soldiers and the Indian
soldiers ?
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Mr. 0. M. @. Ogilvie: Because the British soldiers are compelled to
keep up a larger amount of uniform than the Indian soldiers.

Prof. N. G. Banga: In view of the fauct that both are obliged to work
in the same country and under the same circumstances and conditions and
also in view of the great need in thig country to economise our expenditure,
why is it that Government are not prepared to consider the advisability
of reducing this expenditure by lowering these allowances for British
privates to the level at which these allowances are given to Indian privates?

Mr. 0. M. G. Ogilvie: Ag I explained, the reason is that these allow-
ances are calculated upon the amount of uniform which the respective
soldiers have to keep.

Mr. T. 8, Avinashilingam Qhettiar: The Honourable Member said that
British soldiers are required to keep a larger amount of uniforms. May
I know if there is a larger wear and tear for Rritish soldiers?

. Mr. 0. M. G. Ogilvie: T can only inform the Honourable Member that
the British Army Regulations entail the keeping up of a larger amount
of uniform thun the Indian Army regulations.

Seth Govind Dag: Will Government consider the question of reducing
the number of uniforms for British soldiers to the level of Indian soldiers?

Mr. 0. M. G. Ogilvie: The Government do not propose at present to
consider that.

BARBACES FOR BrrTisE AND INDisN TroOPS,

1663. *Mr. 0. N. Muthuranga Mudaliar: (a) Will the Defence Secretary
please state:

(8) the number of barracks, with the amount of accommodation
available thersin, for (i) British ‘troops in India, and (ii)
Indian troops; and

(b) the amount spent annually on the upkeep of those barracks?
Mr. 0. M. G. Ogllvie: (a) The required information is contained in
the Accommodation Statements of Northern, SBouthern, Eastern and West-
ern Commands relating to January, 1988. A copy of each statement has
been placea in the Library of the House.

(b) About rupees one crore and fifty-six lakhs.
Mr. 8. Satyamurti: May I know how much is spent on Indian barracks?
Mr. 0. M. G. Ogllvie: No separate account is maintained.

Mr, 8. Satyamurti: Is the amount spent, comparing like with like, on
barracks of British troops and on barracks for Indian troops, equal?

Mr. 0. M. G. Ogilvie: I am entirelv unable to say.
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‘Beth Govind Das: May I know whether the barracks aHotted for
British troops are more spacious than the barracks allotted for Indisn
troops?

Mr. 0. M. @. Ogilvie: 1 do not see that arises out of this question.

Mr. 8. Satyamurti: I want to know whether, in distributing the
amount of one crore and fifty-six lakhs to which my Honourable friend
referred, there is any distinotion shown either in size or in the amenities
prl?vnded in these barracks, as between British and Indian troops? If so,
why?

Mr. O. M. @. Ogilvie: I cannot see how either the size or amenities
arise out of this question. In any case, I cannot answer it. But I may
inform the Honourable Member that separate accounts are not maintained.

Mr. 8. Batyamurti: I submit the question does arise. The Juestion
agks ‘‘the amount of accommodation’’ and the ‘‘amount spent annually’'?

Mr, President (The Honourable Sir Abdur Rahim): The Chair thinks
‘the Honourable Member said that no separate accounts are maintained.

Mr. 8. Satyamurll: I am asking, first of all, about the amount of
sccommodation. I want to know whether there is any differenice in the
accommodation provided on the one hand for British timops and on the
other for Indisn troops.

"Mr. 0. M. @, Ogilvie: I must again submit that that does not ariass
out of this question. The ‘‘amount of accommodation’’ in part (a) of the
question clearly desires the number of persons who can be accommodated
in them should be given. The Accommodation Statement which has been
placed in the Library of the House gives the fullest possible information of
every kind. If the Honourable Member desires to ask further questions
about the differences between the accommodation for various ranks of the
army, British and Indian, T shall be happy to answer frhem if he will
Bive me notice of the queatlon

Mr. K. Santhanam: May T know if the Army Department has set up
any particular standard of accommodation for British soldiers and another
standard of accommodation for Indian sepoys?

Mr. 0. M. @, Ogilvie: T submit that-question.does not arise.

‘/Hr President (The Honourable Bir Abdur Rahim): The Honourable
“Member will give notice of his question. The Defence Secretary has
already said that full information msﬁ be obtasined from the publication
that he has placed in the Library of the House. If he wants any further
information, he must give notice.

Mr. B. Satyamurti: The question itself asks the amount of accom-
modation for British troops as cdompared with Indien troops. Our allega-
tion is that they make racial discrimination. The Honoumble hhe ])efence
Becretary can say. ves or no, to this allegation. -- °
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Mr. Prefideat (The Honourable Sir Abdwr Rahima): The Honeurable
Member should give notice of this question. %

MruiTaRY HOSPITALS MAINTAINED IN INDIA AND DocToRs AND NURSES
ENPLOYRP IN THEM.

1664, *Mr. O. N. Muthuranga Mudaliar: Will the Defence Secretary
please state: '

(i) the number of military hospitals maintained in India:
(a) for British officers, AN
(b) for Indian officers,

(c) for British troops, and *
(d) for Indian troops;
(ii) the number of doctors employed in such hospitals who are:
(a) Europenn,
(b) Indian, and
(¢) Anglo-Indien; and
(iii) the number of nurses employed in those hospitals with their grades
of pay, and if any of them are Anglo-Indian or Indian? .

Mr. . M. &, Ogilvte: (i)—(n), (b), (c) and (d). There are no sepavete
dospitals for Britisk officers and British troope iu’r are theve any sepersbe
ones for Indian officers and Indian troops. But all oficers, exespt Vicerey's
commissioned officers, are treated in British Mili Hospitals which also
cater for British other ranks. These number 73. Vieeroy's congnissioned
officers and Indian other ranks are treated in Imdian Milikary Howpitels
whieh are 90 in number. . ’

(ii) I refer the Honourable Member to pages 615620(b) end 628005
of the Current Isswe of the Indian Army List. > ®

(iii) The number of lady nurses employed in these hospitals is 265.
210 belong to the Queen Alexandra’s kmpenal Mili Nursing Service,
five to the Queen Alexandra’s Military Serviee for ia, and 55 to the
Indian Military Nursing Bervice. The members of the two former services
are all Europesns. Members of the Indian Military Nursing Service may
be of European, Anglo-Indian or Indian parentage. All of them are
either Anglo-Indians or Domiciled Europeans. There are no Indian ladies
in the Service at present, because none possessing the requisite qualifica-
tions have applied for appointment to it. The rates of pay and allowances
for the Queen Alexandra’s Imperial Militeary Nursing Bervice and the
Queen Alexandra’s Military Nursing Bervice for India are laid down in
Rules 682-684 and 687-890 of Pay amd Allowance Regulations, Volume I,
aad Rules 15 and 17 of Volume II, & copy of which is in the Libravy of
the House. Those for the Indian Military Nursing Bervice are laid dowa
in Rules 604 and 6806 of Volume T and Rule 19 of Volume II of the «ame
Regulations.

Mr. B. Batyamurtl: With reference to the Honourable Member's state-
ment that no Iadisn surses with the requisite quetifications apply for these
posts, may I know what are the minkmrar qualifications for entry into the
first two categories of services?
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Mr. 0. M. @. Ogiivie: The minimum quslifications are ¢hat they should
be either unmarried or widows between the ages of 30 and 40 and that they
should have had not less than three years training and servioe im medical
and surgical nurging including nursing of male patients in civil hoapitals
of not less than 100 beds.

Mr, 8. Satyamurtl: May I know what are the facilities available in
India, to the knowledgze of my Honourable friend, for Tndinn ladies aequir-
ing the qualifications prescribed which he just now announced? Are
there any hospitals bere in which these Indian ladies can get themselves
trained and thus acquire these qualifications ?

Mr. 0. M. G. Ogllvie: There are a very large number of civil hespitals
in India with more than 100 beds. As regards the question about facilities
for Indian ladies to become nurses, 1 think that question does not arise.
or if it does arise, I do not propose to amswer it wiwhout nobiee.

Sardar Mangal Bingh: Muy 1 know whether afy Iﬁdiun medical officar
is posted to British hospitals ?

Mr. President (The Honoursble Sir Abdur Rahim): That gquestion does
not arise.

ARREpsPs AND SENTENCES IN CONNEBGNON WITH #WE Gsava Tmois
SaTvicmamEas v Dmrmy.

+1659. *Mr. T. 8. Avinashilingam Ohettiar: Will the Honourable the
Home Member state: '

(a) the number of people arrested and sentenced in connection with
the Bhive Temple Satvegrahs at Delhi ti now;

(b) what steps Government have taken to bring about s pencefrd
gettlement in the matter; and

(¢) what is the present situation in the matter?

The Monoursble Mr. R. M, NMaxwall: (a) On the sssawrphion thet the
Honoursble Member's question has referemce o the Satyagrahe owver u
disputed site im Queens (Gardems. the answer is:

785 persons have been arrested since the beginming of the agitation,
and of these 702 have been convicted.

(b) and (c). Satyagraha continues and the dispute is the subject of
civil suits which are heing heard de die in diem in the Courts; the ultimate
settlement would appear to depend on the reswlt of these suits.

Sardar Sant Singh: May I know if Government have taken into consi-
deration the eteps taken by the Local Government in removing all the
materiale and in taking the law into their hande when a civil ruit is pending
in the Court ?

The Homourable Mr. R. M. Maxwall: T am not aware of aay such
action having been taken during the pendency of the civil suit.

+¥ide poge 3680 emte. This gquestion wes snswered out of ils turn st the request
of the Member in charge as he was nwavoidehly delsyed.—¥d.
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Mr. M. 8. Aney: Is the Honourable Member not aware of the fact that
the police have removed the idol of Bhiva and also other articles belonging
to the Sadhu?

The Honourable Mr. R. M. Maxwell: I answered that question last
Session.

Mr. M. B. Aney: Are Governmnent aware of this fact or not?

The Honourable Mr. R. M. Maxwell: When the person on the site,
that is the SBadhu, was assaulted, at that time the site became vacant and
the articles left there were taken into the custody of the police and listed.

Mr. M. 8. Aney: Why is it that the Sadhu was not allowed to go bLack
to his place during the pendency of the civil suit?

The Honourable Mr, BR. M. Maxwell: It is a matter for decision in the
civil suit whether he is entitled to go back there or not. But, in the
‘meanwhile, in ordar to preserve public peace, the alte is bemg held wncant
and no one is allowed to approach it.

‘Mr. M. 8, Aney: Was there any aggressive act done hy the Sadhu to
justify the order passed against him under section 144 ?

Ths Honourable Mr. R. M. Maxwell: It depends on what the Honour-
able Member means by an aggressive act.

Mr. President (The Honourable Sir Abdur Rahim): These; supple-
mentaries hardly arise out of the original question.

Mr. M. 8. Aney: If that is your ruling, I do not want to ask any more
supplementaries.

Sardar Sant 8ingh: Does the civil suit pending in court relate to the
title 10 the property in question?

The Honourable Mr. B. M. Maxwell: That will'be among the issues
framed in the suit. I think the decision of the case will involve some kind
of declaration by the Court as to whether the Sadhu has a right to be there
or not,—if that is what the Honourable Member means.

Sardar Sant Singh: Is it a fact that that very site is in possession of
Government now ?

The Honourable Mr. R. M. Maxwell: Tt has alwavs heen in possession
of Government; the question was who should use it. X

REvVISION .OF THE PAY OF THE INDIAN CIviL SERVIOE AXD THE INDIAN Poriom
SERVIOR.

+1660. *Mr, 0. N. Muthuranga Mudaliar: With reference to the reply
given to starred question No. 1150 on 20th September, asked in this
House, is the Honourable the Home Member prepared to considér, in view

“tVide page 3620 ante. This question was answered out of ite turn at the nque!t
o{ the Member in charge as he' was nnavoidably delayed. —Ed
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of the fslling revenues of Government, the advisability of teking up the
question of the revision of the pay of the Indian Civil Bervice and the
Indian Police Service?

The Honourable Mr. B M. Maxwell: T have nothing to add to the in-
formation I gave on the 20th Beptember, 1888, in answer to parts (b) and
(c) of starred question No. 1159 and the supplementaries thereon.

Mr. 0. N. Muthuranga Mudaliar: May I know whether the civil and
police officers of the same rank in the United Kingdom get the same
salaries and allowances as Indian officers get in India?

The Honourable Mr., R. M. Maxwell: Not so far as I am aware. The
salaries and allowances of officers are determined by the conditions of the

service to which they belong.

Mr, 8. Batyamurtl: May I know whether Government have, since that
last answer was given, and in view of the falling revenues of Government,—
one reads that customs revenues are falling and railway receipts also are
not looking up,—re-examined this question in view of the ﬂ.mmmn.l posl-
tion, present and future, of the Government of Tndia?- '

The Honourable Mr, R. M. Maxwell: Government' have not re-examined
the question. The position is still as I stated then, namely, that the Sec-
retary of Btate has decided that further examination of the question should
be deferred until the conditions of the services come: under general peview.

+1m* e ' 1
MANUFAOTURE IN INDIA OF Amomns FOR THE Amn'

1666. *Mr. Manu Bubedar: (a) Will the Defence Secretary please
state what is the total number of wroplanes in the Air Foroe in Indla‘?

(b) How many were added last vear?

(c) What arrangements exist at present for repairs an.d aasembhng of
these mroplanes?

(d) Have there been anyv conmsultations with any firms for the manu-
facture in India of @roplanes for the Army ?

(e) Have the Principal Supply Officers’ Committee looked into- the
availability of material for such manufasture?

Mr. 0. M @. Ogilvie: (a) and (b). It is not in the public interest to
answer these parts of the question. ' o

(¢) The work is carried out at the Aircraft Depot, Drigh Road.

(d) I refer the Honourable Member to the reply given by the Honour-
able the Communications Member to part (c) of his starred question No.
1119 of the 81st March, 1988.

(e) No.
Mr, Manu Subedar: Will the Honourable Member say what is the

percentage of wastage provided in peace time and the percentage of wast-
age provided in war time for military sroplanes?

+For question No. 1665, see pages 3631-32,
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Mr. 0. M. G. Ogllvie: I do not think I oan possibly be expeoted to
answer detailed and techmical questions of that kind in answer to a supple-
mentary question.

Mr. Manu Subedar: Is the Honoursble Member aware that in Austrulia
o factory is being set up for the produetion of military mroplames?

Mr. President (The Honourable Sir Abdur Rahim): That will perhaps be
still harder for him to answer off-hand.

Mr. Manu Subedar: Sir, | am enly auxious with regard to (e), i.e.,
whether Government have gone into the question of possibility of manu-
facturing wroplanes in this country for defemee purpmses..

4, Jir. Presidant (The Honourable Sir Abdue Beltim): Bekber pué bhat
1Necs.

My. Manu Sobedsr: Have Govemrament comdideved she possihility of the
manufacture of wroplanes im this countwy fer defence porposes?

Mr. 0. M. G. Ogildiss No, Hir.

Mr. Manu Subedar: Will they sot ebouwt and have this metier imvesti-
gabed ?

Mr. G. M. G. Ogilvie: No, Sir,
Prof. N. G. Rangs: Why not?
Mr. 0. M. G. Ogilvie: It would be a waste of tine.

Mr. T. 8. Avinashilingam Ohettisr: What does the Honourable Member
mean by waste,of time? Does he mean that the question is not of suffi-

eient importance ?
Mr. 0. M. G. Ogilvis: No; the time will not be usefully employed.

Mr., Manu SBubedar: Is it the deliberate policy of Government to always
have this country dependent oa imported meterial so far as militery planes
are concerned ?

Mr, President (The Honourable Sir Abdur Rahim): Theé is a maiier

inference. .

Mr. Manu Bpbedar: I want to know whether that is the decision of
(Yovernment.

Mr. President (The Honourable 8ir Abdur Rahim): The Honourable
Member can draw his own inference.

Mr. Manu Bubedar: I will vary the question. Have Government decid-
od that all requirements of the army in the matter of military sroplanes
will be met from imported materisl ?
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dr. 0. M, G. Ogilvie: With great regret, yes.

Seth Govind Das: Is it not & fact that the raw material which is used
for making wroplanes is aluminium and the alumlmum is prepared from
bauxite which is exported from thys country? v :

Mr. 0. M. @. Ogilvie: It is not a question of the availability of raw
material which exists, comparatively speaking, in large quantities, but of

the setfing up of a highly specialised and extremely expensive plantand
the traiming of lsbour 4o deal with it and the provisien -of money for work-

img such a plant or factory and avoiding tursumg out the small number of
planes required at a wholly prohibitive cost.

Mr. Manu Subedar: May I inquire whether Govesmmemt have feund
any inadequacy with regard to the technical labour required for repair works
mentioned in clause (¢)?

Mz. O. M. G. Ogilvie: No, Sir.

Mr. Manu Subedar: Then may I assume that they have found the ade-
quate technical labour for that purpose ?

Mr. 0. M. G. Ogilvie: Yes, the Honourable Member may assume that.

Mr. K. Santhemam: May I know i it is & fact that His Majesty’s Gov-
ernment is rubsidising companies in Canada for the supply of eroplanes?

Mr. C. M. G. Ogilvie: T am afraid the Government of India have no
information on that subject.

Mr. 8. Satyamurtd: May I know if the Government of India will inttiste
a discussion with His Majesty’'s Government, with a view to doing some-
thing in this direction of making this country self-sufficient at least
partially in respect of this matter ? '

Mr. 0. M. @, Ogllvie: No, Bir.

Mr. Manu Bubedar: May I know whether any arrangement has been

reached with the propased Australian ecompany to supply military planes
to the Government of India ?

Mr. O. M. G Ogilvie: I have no information whatever ‘about -any
Australian company, proposed or otherwise.

CONSIDERATION OF THE QUESTION OF A CITIZEN ARMY AS SECOND Lum FOR
THE DEFENCE OF INDIA.
1667. *Mr. 8. Satyamurti: Will the Defence Secretary please state :

(a) whether Government have considered the question of a cifizen
armv as second line for the defence of India;

(b} whether Government have any proposals tostl:ensbhen the t,Qm-
: torinl forces in the coumtry for this purpose; and’
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(c) what other steps Government have in mind in order to increase
the defence strength of India by utilising her manpower

freely ?

Mr, O. M. @. Ogilvie: (a) and (b). Yes.
(o) Noae,

Mr. 8, Satyamurti: With reference to parts (a) and (b), may I know
what are'the proposals which they have in mind to strengthen the terri-
torial foroes in this country, and what is their conclusion'on the question of
a citizen army? . -

Mr. 0. M. @. Ogilvie: All I can say in answer to that is that proposals
for a possible expansion of the territorial army are under consideration,
but no conclusion has yet been reached. '

Mr. 8. Satyamurtl: With reference to part (a), may ] kmow whether,
apart from the territorial forces, there is any consideration by Govern-
ment of the question of & citizen army for India?

Mr. 0. M. G. Ogilvie: No, Sir; there is none,.

Mr. 8. Satyamurti: May I know if Government are satisfied by the
response to the territorial forces and by such other considerations in their
poesession that there is no need for further considering the question of
a citizen army for India, apart from the question of the expansion of the
territorial forces, to which my Honourable friend referred? -

Mr. 0. M. G. Ogilvie: 1 am not quite sure of the besting of the
Honourable Member's supplementary question which ‘seemed to me of
great length, but Government have no proposals other than the constitu-
tion, retention, maintenance and possible expansion of the territorial forces
as a second line army in India.

Mr. 8. Batyamurti: What are the main lines of expan;'iou of the
territorial forces, which Government are thinking of?

Mr. 0. M. G. Ogilvie: I am afraid I cannot, as T have already said,
state at this stage what the proposals are.

Mr. K. Santhanam: With reference to parts (#) and (b) of the question
may I know whether Government have placed any proposals before the
Chatfield Committee in this hehalf?

Mr. 0. M. G. Ogilvie: 1 am not prepared to state what proposals,
if any, Government have put forward before the Chatfield Committee.

Prof. N. G. Rangs: How many more people do they expect in the
territorial forces in the near future?

Mr. 0 M. G. Ogilvie: I cannot possibly inform the Honourable Member.
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FawL v CustromMs REOETPTS.

$1658. *Mr, T. 8. Avinashilingam Ohettiar: Will the Honourable the
Finance Member state:

(8) whether there has been considersble fall in the receipts on
Customs;

(b) what are the articles that have mainly contributed towards this
reduction; and

(c) what is the estimated deficit under this head?

The Honourable Sir James Grigg: (s), (b) and (o). I would refer the
Honourable Member to the answer I gave on the 156th November to Mr.
8. Batyamurti’s starred question No. 1266.

Mr. T. 8. Avinashilingam Ohettiar: What ia the answer tc clause (b)?

The Honourable Sir James Grigg: T would invite a reference to the
published returns.

Mr. 8. Satyamurti: With regard to the answer to clause (c), I do not
want the Honourable Member to be unduly optimistic or pessimistic, but

may I know what according to his calculations is the estimated deficit in
customs receipts?

The Honourable Sir James Grigg: T honestly cannot calculate because it
depends on taking a view as to the future course of trade for the remaining
months of the year: there are indications that things may be turning &

little bit better, but until I can get more definite indications it is really
quite impossible to make eny calculation.

CERTAIN PARTICULARS CONNECTED WITH THE RESERVE BANK oF INDIA.

11665. *Mr., Manu Subedar: (a) Will the Honourable the Finance
Member, please state apart from the statutory and other reports submitted
by the Reserve Bank, whether Government asked the advice of the
Reserve Bank Board on any economic or financial questions since its
inception? If so, on how many and what were those questions?

(b) On how many occasions have Government tendered advice to the
Reserve Bank Board? Is such advice tendered directly in correspondence,

or, is it done through the official Director representing Government on the
Reserve Bank Board?

(c) Was the issue of the exchange ratio the subject matter of anv
correspondence between the Reserve Bank and the Government of India?

(d) Have Government asked the Reserve Bank not to publish the
report of Mr. Darling on the co-operative credit institutions at work in
India?

(e) Do Government propose to ask the Reserve Bank to consider ways
and meang for the extension of banking in India?

(f) Have any proposals for the modification of the Reserve Bank Act,
been considered by Government?

The Honoursble Sir James Grigg: (a) to (f). Communications between
Government and the Reserve Bank are confidential. For the rest, 1

+Vide pages 3620 and 3627 anic. These questions were answered, ont of their turn
a_h-gl:'a request of the Honourable Member 1n charge as he was unavoidably delayed.
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would refer the Honourakle Mesaber 40 mny raplies to his question No. 884
on the 22nd March, 1988, and Mr. Batyamurti’s question No. 1267 on
the 15th November, 1988.

Mrx. Manu Subsdar: I do not wish to go behind the confidentiality of
the communications, but, with regard to part (e), may I ask whether
it is not a fact that when the Reserve Bank was set up it was expected
to devise ways and means for the extension of bemking in this country, and
may I ask what steps Government have taken in order to get the Reserve
Bank to make adeguate suggestions in this regard?

The Honourable Sir James Gaigg: The Honourablo. Miember must be
aware that the Reserve Bank have published several broohum on the
subject.

Prof. . . Ranga: With reference to part (d) are we to undersdand
that the Darling Report is nat going to be published?

The HMonourable Sir James Grigg: I think that is the position. 1 shink
the figures and faots an which it is bssed are possibly somewhat oul of
date. Provincial Governments have had the reporta smnd the Reserve
Br::;k had the report befere them in issuing its reporis on sgricultuwal
credit.

Mr. Many Bubedar: Is it a fact thut thet report ie not beiug published,
because it is extremely damaging to the position of the Co-operative Credit
Department in this country?

‘The Honourable Sir James Grigg: The Honourable Member is asking
me to answer a question which 1 have only just now answered by » general
refusal to answer.

Prof. N. G. Ranga: Is it a fact that the Reserve Bank is expeeted to
subanit an annusl repert to the Government of India 4n regard te its impres-
sions of the state of rural credit in this country and what it ia doing to
halp the supply of rural eredit in this country?

The Honourable 8ir Jamses Grigg: 1 do not think there is any question
of an annual report. They were required under the Act to submit a

statutory report which they have now done. I think they bave since
supplemented that report by two or three further reports.

Prel. N. @. m Does that mean that their obligation in so far as
the particular Act is concerned ir already over, because they have aub

mitted just one report?

The Honourable Sir James Qrigg: Their statutory obligation is over
but their moral obligation is certainly not over, as they have shown by
following up their repoft.

Mr. 8. Satyamurtl: With reference 1o the answer to clause (f), may 1
take it that the position is that, without any proposals emsnating from the
Reserve Bank itself. the Government do net proposé to take on hanid any
amendment of the Reserve Bank Act?

 “Te Hanonrstle Btr Jumes Grigg: T think that is generally the position,
yes.
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- TRAINING OF INDIANS A8 Prors v THE Uxrrep Kmxapow. -

1668. *Mr. Manu Subedar: Will the Defence Secretary please state:
(a) whether the attention of Government has been drawn to the
following report from the speech of Sir Kingsley Wood, the
Air Minister in the United Kingdom, in the House of
Commons on the 11th November, 1938:

“He referred to the assistance received in the personnel from the
Dominions, declaring that sinee the expansion, hundreds
of young men had come to this country to train as pilots’’;

(b) whether the Government of India have made any effort wo
secure the participation by India in all these preparations and
thev have called for volunteers to learn the work of pilots
under the scheme in the United Kingdom;

(c) whether any application has been received by the India Office
from Indians in the United Kingdom for being allowed to
iearn the work of pilots under the scheme now adopted in
Britain for creating a large reserve; and

(d) whether any Indians as a matter of fact have been invited cr
accepted for this work in the United Kingdom?

Mr. 0. M. G. Ogilvie: (a) and (b). No. .
(c) and (d). The Government of India have no information.

Mr, Manu Subedar: May T inquire what steps the Government of India
are taking for the training of pilots for military purposes in this country
and how they compare with similar steps taken in Great Britain and
referred to in the speech of 8ir Kingsley Wood whieh I have mentioned?

Mr, 0. M. @. Ogilvle: T do not think that I can give any useful com-
parison between the conditions which are said to have caused Sir Kingsley
Wood’s speech in England and those which we might consider in India.
But proposals for the formation of a reserve force, which is an extremely

expensive thing, are under consideration.

Mr. Manu Subedar: T merely want to know whether the Honourable
Member can give us an assurance that adequate steps are taken in order
to provide trained military pilots in this country in sufficiently large num-
bers to take care of our defence.

Mr. 0. M. @. Ogilvie: In answer to that T can onlyv inform the Honour-
able Member that pilots are useless without machines and that machines

cost a very great deal of money.

Mr. Manu Subsdar: My difficulty arises as in a previous question as
the Honourable Meémber refused to say how many machines there were and
how many were being obtained. =~ May I know in general terms whether
adequate machines are being imported and whether an #&dequate numbe

of pilots is being raised?

Mr. 0. M. G. Ogilvie: I amn not prepared to answer that d’iieaﬁqp."’-
"B
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INCORPORATION OF CERTAIN EXEMPTIONS IN THB INDIAN INOCOMR-TAX
(AMENDMENT) BoL,

1869. *Mr. Brojendra Narayan Ohaudhury: Will the Honourable the
Finance Member please state whether Government intend to incorporate
the subject matters of exemptions mentioned in articles (88) and (40) of
p:@Ba'i'??graph 17 of the Income-tax Manual, in the Income-tax Amendment

1 1

The Honourable 8ir James Grigg: Adrticle (38): The Honourable Mem-
ber will have an opportunity of discussing this question in connection with
Dr. P. N. Bancrjea's amendment to section 9. X

Article (40): No.

ELECTION 70 THE AMBALA CANTONMENT BoaRD.

1670. *Bardar Sant Singh: Will the Defence Secretary please state
when the first election for Ambala Cantonment Board wos held under
Act of 1988, with the following particulars:

(i) date for filing nominations,

(ii) date for polling,

(iii) number of seats,

(iv) number of valid nomination papers filed,
(v) number of persons declared elected, and

(vi) number of seats remaining vacant and the reasons for not
filling the vacant seats by election?

Y
Mr. 0. M. G. Ogilvie: The information required by theiHenourable
Member is as follows: ) .
(i) 16th March, 1988.
(i) No polling was required because there were only four candidates
whose nomination papers were declared valid.
(iii) Seven.
(iv) and (v). Four. -
(vi) Three, because a by-election in such cases is not provided for in
the Cantonments Act, 1924.

Sardar Sant Singh: May I know the reasons why only four valid nomi-
nation papers were filed when the seats were seven?

Mr. O. M. G. Ogilvie: Because the three other candidates failed to
file valid nomination papers. Co .

Sardar Sant Singh: Mav I know the reasons why so few candidates
ecame forward?

Mr. C. M, G. Ogllvie: I cannot possibly answer that ql.{astpion.

Prof. N. G. Ranga; How are the éther seats filled, by election or nomi-
navion?
sx. 0. M. G. Ogilvie: They will now be filled by nomination in the

absencw of any provision for election.
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RBORUYTMENTS TO ARMY AND Rovar Inprax Navy Axp "REGULATION RATiON
IN THE RovaL INDIAN Navy.

1671, *Mr. Manu Subedar: (a) Will the Defence Secretary please state
how many men were recruited in the (i) Indian Army, and (ii) Royal
Indian Navy, in 1938-87 and 1037-88 respectively ? _

(b) How many of these were (i) Hindus, (ii) Muslims, (iii) Furopeans,
and (iv) others?

(¢) What ix the regulation ration in the Royal Indinn Navy for (i) men
and (ii) officers?

(d) Is beef part of such ration for (i) men and (ii) officers?

.Mr. 0. M. G, Ogilvie: (1) and (b). In the Indian Army, 16,470 men
were recruited during 1936-37 and 18,826 during 1937-38.  Of those,
14,320 are Hindus, 14,172 Moslems, no Europeans and 6,304 .others. In
the Royal Indian Navy, 132 were recruited during 1986-37 and 242 during
1987-88, of which 27 are Hindus, 280 Moslenis, no Europcans and 67 others,

(c) and (d). I lay a statement on the table containing the required in-
formation.

Scale of ration artioles admissible to officers, wvarrant officers, ratings (sncluding boys), cuper-
numeraries borne on the books of Royal Indian Marine vessels, electrical artificers and

ordnance artificers.
| i i Do ot
- ! | & |~= %
| | E-EL
. | |
| i z (8%
oL e 18 1 ER |
When to be | Articles. 8§ 1§ '® 12°E Remarks.
issued. : - | | b .5 .
EEEREN N
; § | & ! EFRE a%%
| ! & 1 S8 ‘a.ﬁq:.
i |
!
[ Biscuit b, | 1 !
P R B 1*| * Biscuit or atta.
Rice U ST “}f t 1b. may be
Atta, T A BT BT issued if bread
Coffee " 2, 2, - is not obtain-
Tea . wo t 1| t | able. :
Sugar " 24 24 | 2 |+ Rice andjor
Flour w8 2| atta 18 oz in
Daily { Raisins . » 1 LA | all may be
Rum . . gills, ‘ i AR issved.
Ghee oz, | 1, 2 2
Salt " g )
Onions . w oo o t 4
Potatoes . . w o 2 2 |
Condiments . wo o AN |
Milk, fresh . |- T 103; $To be issucd to
LFimwnod or fuel Aalcmnllyreqmmd in secord- | all boys under
dance with size and dee- |: training in the
cription of galley. R. I. N. irres-
) ) pective of their
Vinegar . . ! pint, % age. Mk will
. Weekly . . | Mustard . . az. : < not be isgued to
Pepper ground . " M HE R. L N. ratings
E Curry stuff oo &) - ofnnyage

32
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g 1232
B G .
When to be Articles g 5 [ g ! ‘& “5 i Re
issued. ) 2 | = 1 Ead | marks.
8 g' 4 1§38 E;
g ; 3 I &&!
] B E | S|
g 18 g8 ofkyl
3] 2 = .
e P
Daily whenpro- | (Fresh met with | 1b. | 1| 1| + §
cmb;:d mhdo bone 17§ per | -
provi t cont.
ualt meat is 1 - ! |
not -likely' to | | Fresh vegetables oz, | ] 8! 4
Dﬁ;’l " when | {Salt mest . Ib. 1 I
fresh meat Voguuhhn when ) ) i
and vegotables Procurable, ! | X : | .
are not issued Balt fish (a) .Y | 3 . (@) See note 4
c ".; li ! t i ! below. .
When procur- . . -
able as sibs. {. !
titute for i |
_ vmar. | ' ! '_ ! -
When desired in | [Tes . . oz o1 ’
liou of half ! | |
gill of rum. Sugar . | w | 1] 1 - i
Daily for Engi- | Rom . .ogil I R
neers in lieu : H :_ ! !
of beer in | F : Il l
addition to i ; !
that issued to ! ; !
all the Euro- | ; | i
peans on | | | ’
board. ! l ‘. | .

Note 1.—The term ‘‘ Fresh meat *’ includes beef and mutton which will be issusd
alternately when ships are in port and where beef is available, exoept in the case of Hindu
ratings, to whom mutton will be supplied only ; and to others, when in rt, mutton
may be issued in lisu of beef equivalent in guantity to the cost of 8 oza, of beef, At sea
mutton may be issusd when beef cannot be carried. Fresh fish or poultry in lieu of fresh
meat may be supplied at the discretion of the Commander, provided no extra expense to
the Btate is incurred thereby.

' Nore 2.—The number of men to whom biscuits and dall were issued during the
quarter should be noted in the Quarterly Victualling Account.

Nore 3.—Indian warrant officers and ratings of the Royal Indian Navy, who are
socustomsd to European food, will be granted, at the discretion of the Commanding
Omcer of the ship concerned, rations at the European scale laid down in this Appendix
except that in the case of ratings —

(i) No rum will be admisaible,

(#) Meat will be isdued at } lb. instead of 1 Ib.
(tii) Bread will be issued at 1 1b. instead of 1} lbs.
(#0) Rioce will be issued at 6 ozs. instead of 4 ozs.

Notr 4.—S8alt'fish should only be issued $0 Indian ratings and boys when fresh meat
i» not available. The neals of issus will be 6 oss, to 3 ozs, of fresh mest.

Nors 5.—Freeh fish, when obtainable, should be issued to Indian ratings and boys,
twiea a week in liou of fresh ment. -

Nore 8.—Dall 4 0zs. may be issued to Indian ratings and boys daily in lieu of 2 oxa.
of onions if desired.
~  Norm T.—When fresh vegetables are not,obtsinable, an addttwnsl 2 oz. of potataes

beissued to the Indian ratings and boys.

Norh 8.—When at ses, milk tinned, liquid evaporated, ruy be iuuu:l to all boys
under trmmrrgg in lien of milk fresh. The soale of issue will be 5 ozs, of milk tinned to ]0

oza. oi"m
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Note 9.—In osse it should be necassary to issue substitutes for any of the provi-
sions above mentioned, the following scale 18 to be adopted :—

Ib.
(§) Biscult * . . . . 1
Flour . . . . 1 }Are to be considered equal to each other,
Rice . . . . 1 C : '
NotEe. —Rice may always be issued in lieu of biscuit if desired. §
u' oy ’
(«) Ooﬂ'eo . . . . 1
. . . 1 »Are to be considered equal to each other
Chocolnto . . 1
Tea . . . . }
(#i¢) Tha 5 ozs, of curry-stuff to consist of —
oz, oz.
Tamarind 1 Chillies 1
Chillies Coriander secd 1
Garlic i or < Turmeric 1
Turmeric . 3 Cummin secd 1
Mustard oil 1 Garlic 1
Onions . }

Mr. Manu Subedar: Is it a fact that on nccount of beef being normal
part of the rations, Hindu candidatcs are not commg forward in adequate
numbers or continving after they join?

Mr. 0. M. @. Ogilvie: T understand that that is not a fact as, if the
Honourable Member will look at the regulation rutions, he will see that
beef is not issued to Hindus who are supplied invariably with mutton in

its place.

Mr. Manu Subedar: In view of the figures given, may I know if the
figure of 70 per cent. of recruits in the army being Muslims as claimed by

Mr. Jinnah is truc?
Mr. 0. M. G. Ogilvie: The Honouruble Member may look {or himself.

Sardar Sant Singh: May I know whether the figures include the recruit-
ment for Sikhs und, if so, what is their number in these two years?

Mr. 0. M. G. Ogilvie: The figures do include Sikhs, but they have, T am
afraid, been placed nlong with others. T should say, however, that the
majority of the others were, in fact, Sikhs.

RAcIAL DISCRIMINATION IN THE MATTER 'OF Pay, ETC., IN THE ARMY
HEADQUARTERS.

1672. *Mr, Manu Bubedar: (a) Will the Dafence Secretary please state
whether it is a fact, that Indians having high University qualifications start
on Rs. 55 per mensem for clerkships in the Army Headquarters, whereas
European clerks (British Other Ranks) start with Rs. 300 per mensem
without any test by the Public Service Commission ?

(b) Is it further a fact that numerous allowances are gwen ‘o married
British Other Ranks clerks in kind or in cash, for which Indian clerks are
not eligible ?
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(o) What is the tobal ecash value of these concessions?
(d) Why is this distinction made and continued?
{e) Which are the offices in the Army, Headquarters to which selections

have been made from British Other Ranks clerks and to which no Indian
clerk has been promoted ? g

ot

_ Mr. 0. M. G. Ogilvie: (n) I refer the Honoursble Member to the iéply
given by me on the 15th November, 1938, to part (b) of Seth Govind Das’s
starred question No. 1261. '

(b) Certain allowances are given.

(¢} Rs. 43 p. m. for single clerks and Rs. 73 p. m. for.married clerks.

_(d) Because the terms and conditions of service for Indian and British
Wings of the Indian Army Crops of Clerks are different.

(e) The collection of this information would involve an excessive amount
of lubour, * 1t may, however, be stated for the information of the Honour-
able Member that all appointments in Army Headquarters from Officer
Supervisor downwards are open to both British and Indian clerks and no

distinction is made, subject to the clerks concerned being efficient and re-
commended for promotion.

Mr. Manu Subedar: Is it a fact, Sir, that considerable discontent exists
amongst the Indian clerks of this particular office on account of the extra
allowances given to Kuropean clerks aund the higher places being denied
to Indians, though as the Honourable Member said, they are eligible to
them?

Mr. C. M. @. Ogilvie: | may say at once that there is not the slighteat
element of correctness in that statement.

Pral. N. G. Ranga: Will Government consider the desirability of dis-
continuing these special allowances und recruiting all the clerks from
amongst Indians themselves in Indin in view of the fact that Indians have
shown themselves capable of discharging much greater responsibilities?

Mr. Pregident (The Honoursble Sir Abdur Rahim): These are all argu-
ments. '

Prof. N. G. Ranga: Then will they ut least consider the advisability. of
discontinuing these speciul allowances? It is not an argument.

Mr. President (The Honourable 8ir Abdur Rahim): T say it is an argu-
ment.

Prof. N. G. Ranga: Sir, we are nll interested in seeing that more and
more economy should be adopted in all departments....... .

Mr. President (The Honourable 8ir Abdur Rahim): I can quite under-
stand that, but this is not the time for discussing questions of that nature.

Mr. M. Asaf Ali: With reference to the answer to part (e) of the quas-
tion, I understood the Honourable Member to say that these posts are
open to Furopeans and Indians alike. Can he state the proportion of
Europeans and of Tndians who are now in the Army Headquarters?
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Mr. 0. M. G. Ogilvie: 1 am afraid I can’t say that off-hand.

Mr. M. Asaf Ali: Even an approximate idea will do quite nicely?

Mr, 0. M. G. Ogilble: I don't think I can give even an opproximate
ides.

CLASSIFICATION OF INCOME FROM FISHERIES POB ASSESSMENT OF
INCOME-TAX IN OERTAIN PLACES IN AssAM.

1673. *Mr. Brojendra Narayan Ohaudhury: Will the Honourable the
Finance Member please state: !

(8) whether, in case of assessees who are owners of permanently
settled land in District Sylhet (Assam), occupied by fisheries,
income from fisheries is classed under ‘‘Property’’ or under
‘‘Business’’ for assessment of income-tax;

(b) whether allowance is given for ‘‘Local Rates’’ paid by the
assessee on the fishery land; if not, why not;

(o) whether the ‘‘Local Rates’’ levied by the Provincial Government
for the big fisheries is on ‘‘area of land’’ basis or on ‘‘the
basis of gains’’, i.e., the income which the fisheries bring
to the landlord assessee; and

(d) whether, in the case of small estates containing small fisheries,
the entire estate is assessed to Local Rates on the basis of
total area, itrespective of income from fisheries?

The Honourable Sir James @rigg: (a) and (b). The information is being
colleoted and will be laid on the table of the House. ‘
(¢) and (d). Government of India have no information.

EXPENDITURE AND LIABILITIES IN RESPECT OF THE DEFENCE DEPARTMENT.

1674. *Mr. 8. Satyamurti: Will the Defence Secretary please state:

(a) the expenditure and the liabilities incurred from 1st April to
81st October, 1988, in respect of the Defence Department;

(b) the excess expenditure, so far, over the budgeted grant during
that period, and the items under which they were incurred;

(o) how the excess expenditure has been met; and

(d) whether any sanction has been asked for, or obtained from the
Finance Department for supplementary grants for this excess
of expenditure ?

Mr. 0. M. G. Ogilvie: (a) The total expenditure fromn the 1st of April
to the 81st of October, 1938, is Rs. 8,10,119.

The cost of itemns up to the 31st of October which were not included in
the original budget is Rs. 2,406. These items are expected to cost another
Rs. 40,430 between the end of October and the end of March.

(b) and (c). The budgeted grant is for the whole year, und since the
authorised grant for the current year amounts to Rs. 5,97,004) no question
of excess has yet arisen.

(d) The sanction of the Finance Department has been obtained for all
expenditure incurred to date. The question of a supplementary grant will
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be taken up if and when it is known that the originnl grant.fox the vehole
vear will be exceeded.

Mr. 8. Satyamurti: May I know, Sir, if my 'friend.'s answe"r'é 'c::'ovei"fl the
extra expenditure on the Waziristan operations also?

Mr, 0. M, @. Ogilvie: No, the Waziristan operations are not financed
by the Defence Department.

Mr. 8. Satyamurti: May I know whether the expenditure and the liabi-
lities incurred in respect of the Waziristan operations are pet debited to the
Defence Department? R

Mr. 0. M. G. Ogilvie: To the defence budget, but not to the Defence
Department.

Mr. 8. Satyamur#i: Does it mean that the Defence Department does
not obtain the money. and spend it on all these operations?

Mr. 0. M. @. Ogilvie: 1 regret 1 understood these questivns are rcfer-
ring to the Defence Departineny of the Governmens of India; these are not
debited to the Defence Department estimates.

Mr. 8. Satyamurti: I want to know whether the Waziristan operations
ate being conducted by the Commander-in-Chief, who is part of the Defence
Department and who is the Chief of the Defence Department of the Gov-
ernment of India? '

Mr. 0. M. @. Ogilvie: I have endeavoured to explain to the Honour-
nble Member that I interpreted his question as referring to the Defence
Department of the Government of India, and not to the defence estinintes
or even to the Army Headquarters. - .

Mr. T. 8. Avinashilingam Ohettiar: May 1 know, Sir, if two Secretaries
have been appointed in this Department?

Mr. 0. M. G. Ogilvie: Two new officers have been temporarily attached
to that Department of the rank of Secretary.

Mr. T. 8. Avinashilingam Chettiar: For what period?

Mr. 0. M. @. Ogilvie: The peried of one will expire at the end of De-
cember, and, of the other, no decigion hns yet been reached.

Mr. T. 8. Avinashilingam Cbettiar: What are the epecial acfivities that

sre now conducted or what is the special necessity just now for the appoint-
ment of these two officers?

Mr. 0. M. @. Ogilvle: That does not arise out of this question.

Mr. T. 8. Avinashilingam Ohettiar: These are fresh appointinents, and
we want to know the reasons as to why these are made. ' '

| Mr. President (The Honourable 8ir Abdur Rahim): Not necessarily.
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. M, T. 8, Avinsghilingam Chettisr; 1.don't undersiand what you mean-
by saying not necessarily. It may not be necessary for him to give informa-
tion, but we are entitled to get this information.

Mr, President (The Honourable Sir Abdur Bulﬁm} . The “Honourable
Member had asked for the information, and the Defence Becretary has given

it.

Mr. T, 8, Avinmshilingam Chettiar: Sir, in a supplementary question,
w¢ are entitled to ask for information on the same subject.

Mr. President (The Honourable Sir Abdur Rahim): "Yes, if it arises.
Mz, T. 8. Avinashilingam Ohettiar: Then, say, it does not arige.

CosT OF WAR PREPARATIONS OWING TO THE RECENT EUBOPEAN CRISIS.

1675. *Mr. 8. Batyamuril: Will the Defence ﬁac.retary be pleased to
state :

(n) the extra expenditure inrurred and the staff employed in res-
pect of certain war preparations owing to the recent European
crisis;

(b) whether any committee was appointed in this connection; if so,
what its personnel and terms of referenpe were; _

(c) the cost so far incurred on such preparations, and what those
preparations are; and

(d) what the estimated cost of these preparations is and whether
these preparations were made on the initiative of the Indian
Defence Department, or at the suggestions of the War Oﬂice
in England ?

Mr. 0. M. G. Ogilvie: (a) to (d). It is not in the public interest to reply
to this question.

Mr, 8. Satyamurti: Can't my friend say even the exira expenditure
incurred ?

Mr. 0. M. G. Ogilvie: XNo.

Mr. 8. Satyamurti: May I know, Sir, if these extra preparations are
still continuing ?

Mr. 0. M. @. Ogilvie: That again is not in the pubhc interest to discuss.
at this stage.

Mr, 8.-Satyamurti: With reference to the answer to cliuse {d) of the
question, may I know whether my friend claims public interest not to
answer the question whether tlhese preparations were made on the initiative
of the Indian Defence Department, or at the suggestion of the War Office
in England?

‘Mr. 0. M. G. Ogilvie: Yes.

Mr. S. Satyamurti: I'ublic interest?

Mr, 0. M. @. Ogilvie: Yes.



3642 LEGISLATIVE ASSEMBLY! [1sr Deo. 1988.

PERMANENT LOCATION OF THE ARMY HEADQUARTRRS AND oF THE Drsvcs
DEPARTMENT IN ONE PLACE. '

1676. *Mr. 8. Batyamurtl: Will the Defence Secretary please state:

(a) with regard to the policy of Government to retain more and
more Government offices throughout the year in Delhi,
whether the question of the permanent location of the Army
Headquarters and of the Defence Department throughout the
year in one place is being considered;

(b) whetl:ler Government have come to any cmc_luatog_in the matter;
an

(c) whether Government have considered ‘the quéstion 3f retalning
permanently the Army Headquarters in Simla in view of the
‘large number of buildings available there for:them?

Mr. 0. M. G. Ogilvie: (a) Xo.
(b) Does not arise.
(e) No.

Mr. 8. Satyamurti: Mayv I know, Bir, with regurd to the answer to
part (a) of the question, does the **No” apply to both parts of the question,
or it mercly menns, apart from the policy of the Government to retain more
and more offices throughout the year in Delli, this question has not been
taken up by the Government of India? -

Mr. 0. M. G. Ogllvie: No, the answer is that Govefifrient having had
regard to the policy of the Government of India to retain more offices in
Delhi have not considered the possibility of locating the Army Headquarters
and the Defence Department in the same place.

Mr. 8. Satyamurti: With regard to the answcr to part (c).of the ques-
tion, may I know the reason why Government have not considered this
question, in view of the consideration mentioned in the question, that
farge and imposing arrays of buildings exist in Simla for Army Head-
quarters ?

Mr. 0. M. G. Ogilvie: The reason is that the Army Headquarters can-
not be entirely divorced from the Defence Department and the Government
of India.

ProrosaL To HOLD A DoMiNiONS CORFERENCE IN LONDON.

1677. *Mr. 8. Satyamurti: Will the Defence Secretary please state:

(a) whether it is a fact that Mr. Bruce, the Australian High Commis-
sioner in London, has cancelled his projected Australian visib
in the belief held in official quarters of the possibility that
Britain will summon a Dominions Conference in London early
in the new year to discuss international affaire and BEmpire
defence;

(b) whether the Government of India have heard anything in respect
of this matter; and : . Rl
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(¢) whether the Government of Indis propose to address His Majes-
ty’s Government to see that India also is consulted in this
matter?

Mr. 0. M. @. Ogilvie: (1) Government have no information.
(b) and (c). No.

Mr. 8. Satyamurti: May I know what exactly the Defence Becretary
mcans by saying, in answering question (a), Government have no informa-
ticn, does he mean they have not read the same in the papers, or they have
o official information ? s ’

Hr..q. M. G. Ogi'lﬂo: It means the Government. of India are not con-
o_erned in"the matter in any way, und therefore they have no official informa-
tion on the subject.’ ’

Mr. 8. Satyamurti: Muy I ask for further elucidation, Sir. Huve the
QGovernment of Indis no interest in the discussion on international affairs
and Empire defence

Mr, 0. M, @. Ogilvie: I don't see how that arises out of this question.

Mr. 8. S8atyamurtl: Yes, Sir; please read the question, and you will see
it is worded thus: *‘whether it is a fact that Mr., Bruce, the Australian
High Commissioner in London, has cancelled his projected visit in the
belief held in official quarters of the possibility that Britain will summon a
Dominions Conference in London early in  the new year to discuss inter-
national affairs and Empire defence’’. May I know what my Homourable
friend means? Does he mean that the Government of India have no
concern either in international affairs with which the British Empire is
concerned, or in Empire defence?

_ Mr. 0. M. G. Ogllvie: The Government of India bad no concern with
the beliefs said 1o be held in officinl quarters, They are not held in Indian
official guarters. 1f there was such a possibility, the Government of India
would undoubtedly have been informed officially. At present fio such in-
formation has reached us.

Mr, B. Batyamurti: Will the Government of India address His Majesty's
Jovernment,' and find out if any such Conference is thought of, and find
out fuller information ? '

Mr, 0. M. G. Ogilvie: No, Sir.
Mr. 8, Satyamurti: Why not, Bir?

Mr. 0. M. G. Ogilvie: Because the Government of India will be inform:
ed at once if there is such an idea, a

Mr, 8. Satyamurti: Can my Honourable friend tell the House, since
India ig not treated as a Dominion in many matters, what iz the basis on
which he comes to the conclusion that India is sure to he summoned to a
Dominions Conference? '
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M. . M. G. Ogilvie:. Indin has always taken part in such Conferences
in the past, and in any oase, if there was to be such a Conference, we should
know about it. This is a mere rumour which as far as we are aware has no
foundation.

ProviNOE OF PANTH PreLopa.

1678. *Mr, Sham Lal (on behalf of Mr. Sri DPrakasa): Will the
Honourable the Home Member state :
a) the date, occasion and circumstances when the Chief Commis-

sioner’s province of Panth Piploda was formed;

(b) the area and population of the Province; N

(c) if there was any ruling Indian chief or prinoe of the province
before the same was included in British India; and, if so, what
were the conditions under which the territory was ceded; and

(d) the exact location of the province, and if the same is marked in

b any map?

The Honourable Mr. R. M. Maxwell: (u) Panth Piploda was formed as
a Chief Cornmissioner's province with effect from the 1st November, 1028,
with the object of providing a sound legal basis for a system of administra-
tion for this area.

(b) The area is 25°29 square miles with a population of 4,545. .

(c¢) The area was ceded to the Honourable the Kast India Compaayv by
the Peshwa in 1817 along with all his territories and rights in Malwa, under
Article 14 of the Treaty of I'oona of that vear.

(d) The province is distributed in five blocks interspersed with villages
of the Jaora State and surrounded by the States of Gwaliar, Indore, Dewas
and Jaora. It is situated about 25 miles west of Mehidpur reilway station
cn the Bombay, Baroda and Central Tndis Railway. It is shown i1 the
Political Map of India. e e

Mz, Badri Dutt Pande: \Who created this province? The SBecretaty of
State, the Crown Representative or the (fovernor f3eneral ? '

The Honourable Mr. R. M. Maxwell: The Seccretary of State.

Mr. Badri Dutt Pande: What are the rcceipts and expenditure of this
Province? Can the Honourable Member give us suy idea?

_ The Honourable Mr. R. M. Maxwell: The total revenues of the pro-
vince are about Re. 54,000. Out of this a sum of Rs. 11,000 is absorbed
by the Khandekar tribute. Out of the remaining Rs. 48,000, not less than
Rs. 12,000 js required for the maintenance of the administrution and the
balance of Rs. 81,000 is distributed umong the proprietary Thakurs,

Timx TAKEN BY INDIAN CiviL. BERVICE OFFICEBS T0 BE, PLACED IN

INDEPENDENT CHARGE oF A DisTRICT.

1679. *Mr. 8. K. Hosmani: (a) Will the Honoursble the Home Mem-
ber be pleased to state what time it normally takes an Indian Civil Service
Offieer to be placed in independent charge of a district cither as a Deputy
Commissioner, or as a Collector, or as a District Judge ?
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(b) Is it not a fact as is apparent from Civil Lists, that ordinarily in
seven years' time, such officers get a change to be so appointed in charge
of districts? If so, are (fovernment prepared to consider the advisability of
enlarging this period of probation and training from seven to twelve years?

The Honourable Mr. BR. M. Maxwell: (1) The strengths of cadres of
the Indian Civil Service in all provinces ure based on calculations intended
to secure that officers should begin to officinte permanently either as Collee-
tor, Deputy Commissioner or District and Sessions Judge after completion
of the eighth year of service. But the rate of promotion is not  uniform,
and in some provinees officers officiate continuously after six vears,

(b) No. Experience has shown eight vears to be more than a sufficient.
period of truining. To increase the period of training would also involve an
increase in the size of cadres and, therefore, of the cost.

Levy orF DratH Duty.

1880. *Bardar Mangal Singh: Will the Honourable the Finance Member
please state:
(a) whether Government contemplate levying death duty
country; and
(b) when a Bill to that effect is likely to be introduced in . the
Assembly? '

in this

The Honourable Sir James Grigg: (a) and (b). The matter is under
examination,

Mr. Manu Subedar: May I know whether the Lloyd delegation - hus
alr=ady begun work on this subject? I believe that Mr. Lloyd was going to
Lte put on special duty. ' ' ;

The Honourable Sir James QGrigg: The delegation cousists of himself
and he has certainly begun work, beeause 1 have already had sent to e un
extremely large und extremcly technicul memorandum on the subject.

Sardar Mangal Singh: May 1 know whether the Provincial Govern-
ments will be consulted in this matter?

The Honourable Sir James Grigg: Of course, that is the whole idea.
Sardar Mangal Bingh: May I know whether any legislation will be

tuken in this House or.in the Provincial Legislatures?

The Honourable Bir James Grigg: Leoislati ' i i
House under the Government. of Ilr.ligi'a Actg ‘on must be taken in this

. I::'of‘ N. G. msf.:ine any Provincial (rovernments alreadv asked
or the cu-operation of the tiovermment of India in getting Lhi et
duty levied ? getting s purtieular

The Honourable 8ir -nmes Grigg: No, not exactly in thut way that
they asked for co-operation. They have asked the Government of India to
explore the question,
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Sardar Mangal Bingh: May I know whether the proceeds of this tax
will go to the provineces?

The Honourable Sir James Grigg: Tho legislation under which the tax
is imposed must provide for a scheme of distribution among the provinces.

. GENTLEMEN CADETS TRAINED AT THE INDIAN MILITARY ACADEMY.

1681. *Sardar Mangal Singh: Will the Defence Secretary please state:
(a) how many gentlemen cadets have so far been trained at the
Indian Military Academy, Delira Dun; .
(b) how many of them have actually joined the'units as Indian
commissioned officers;
(¢) how many of them have repluced British officers; and
(d) how many of them have replaced Viceroy's commissioned ofticers?

Mr. 0. M. G. Ogilvie: (a) 215 have completed their training excluding
Indian States Forces cadets.

(b) All of them.

(e) Two.

(d) 141.

Mr, 8. Batyamurti: \What is the reason why only two of thém have
replaced British officers? )

Mr. 0. M. @. Ogilvie: Because thiese officers have none of them wore
than 4} vears’ service and they are still acting as plutoon commanders.

Mr, 8. Satyamurti: Have the Government of India considered any
scheme by which, as recominended by the Sundhurst Committee originally,
these officers will more and more replace British officers, and not Viceroy's
commissioned nfficers?

Mr. 0. M. G. Ogilvie: They will in timie entirely replace the British

officers and the King’s commissioned Indian officers in various regiments.

Mr, 8. Satyamurti: In what time, will they entirely replace the British
officers ?

Mr. 0. M. @. Ogilvie: The Indian commissivned officers have, I think,
the senior of them, only 4} to five years' service Normally 26 years is
taken before promotion to Lieutenant-Colonel is reachied, but as regarde
some King's Indian commissioned officers that time should be reached in
about six or seven years.

Mr, 8. Satyamurti: May I take it that, so far as British officers are

concerned, it will take 22 years niore before these officers begin to replace
them?

‘Mr, 0. M. @. Ogilvis: Before the Indian eommissioned officer? No,
certainly not. Tt will take place when they rise to be company officers or
company commanders.

Sardar Mangal Singh: With regard to the answer to part (b) of _the
question, mdy T take it that so far no Intlian’commissioned officer has heen
posted to the Political Department ? .
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Mr. 0. M. G. Ogilvie: I cannot see that that srises out of this: question.

Sardar Mangal Singh: 1t does arise, -whether ull of them have been
posted to the units. There ure some Indian officers who have been sent to
the Politicul Department.

Mr. O.. M. G. Ogilvie: They may be, but they have all joined their
units in the Indisn army. Some of them have left one unit and gone into
another, and for all I know, too, some have gone to the Political Depart-
ment, but they have at some time or other joined their units.

CANDIDATES OFFERING FOR EXAMINATION TO THE INDIAN MILITARY ACADEMY.

1682. *Sardar Mangal Singh: Will the Defence Secretary please state:

(a) the number of candidates who offered themselves for examina-
tion at the open competitive examination for the Indiar
Military Academy in 1932, 1933, 1934, 1885, 1936, 1987 and
1938 ;

(b) the number of those candidates who qualified in these exawins-
tions in 1982, 1033, 1984, 1985, 1936, 1937 and 1938;

(¢) the number of those candidates who got more than 400 marks
in the viva voce cxamination by the interview and record
board, but failed to qualify in the written examination;
and

(d) the number of those candidates who got more than 800 marks
in the written examination, but failed to get 50 per cent.

marks in the oral examination by the interview and record
board ?

Mr. 0. M. @. Ogilvie: The information in respect of each year mention-
ed by the Honourable Member is as follows:

(n) 274, 326, 202, 260, 215, 189 and 128,

(b) 162, 126. 85. 74, 72, 54 and 21 excluding the October examina-
tion, the results of which are not vet known

(¢) 2, 5, 8,8, 7, 7and 2, excluding the October examination.

(d) 12. 83, 81, 51, 31, 42 and 12, excluding the October examina-
tion.

PROPOSAL TO CONSTRUCT A ROAD CONNECTING SOUTH CHINA WITH BURMA.

-1683. *Mr. Brojendra Narayan Ohaudhury: Will the Defence Secre-
tary please state . B :
(a) whether the proposal for building a road to connect South China

with Burma has been considered in connection with the east-
ern defences of India; and

(b) how far the rond scheme haw progressed ?

Mr. 0. M. G. Ogilvie: (a) No.
{b) Does not arise...

Mr. Brojendra Narayan Ohaudhury: Do

Government mean that the
road has not been constructed ? PERE N

2
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Mr. 0. M. @. Ogilvie: I think T have unswered the question quite
clearly.

Mr. Brojendra Narayan Ohaudhury: Will not the construction of such
a road facilitate movement of the army up to the borders of Burma which
is close to the borders of China?

Mr. 0. M, G. Ogilvie: As T said, the matter has not been considered,
and the movement of which army it can facilitate I am sure I cannot say.

Mr. Brojendra Narayan Ohaudhury: With regard \to the construction
in China of a road from Tunan to Lashio on the borders of Burma, my
question is, have the Government of India considered the effect of the
construction of this road on the eastern borders of India?

- Mr 0. M. G. vie: I do not think I can be expected to answer ques-
tions about what the Chinese Government have done.

CONSIDERATION OF THE QUESTION OF CONNECTING INDIA AND BURMA BY A
MoToraBLE Roap.

1884, *Mr. Brojendra Narayan Ohaudhury: Will the Defence Secre-
tary please state: .

(a) whether the matter of connecting Indin and Burma by a motor-
able road has been considered from the military standpoint,
and whether the question of conneoting the Indian road
system to the border of Burma via Manipur, has been con-
sidered, or will be considered;

(b) whether motorable roads afford easy, quick facilities for move-
ment of troops and are a good substitute for Raeilways for
this purpose; and

(c) whether the Burwu border is only about 150 miles pic Manipur

from the nearest point of the Indian roud system in Cachar,
Assam ?

Mr. O. M. G. Ogilvie: (a) Yes.

(b) Generslly speaking, motorable roads, provided they conform to a
certain standard, afford easy facilities for troop movement over relatively
short distances.

(c) Approximately ves.

Mr. Brojendra Narayan Ohaudhury: As regards the answer to part (a)
of the question, if Government have considered the matter, may I know
what conclusion they have arrived at?

Mr. 0. M. G. Ogllvie: They have come to the conclusion that at present
at any rate, it would be far too expensive a project for our financial
resources. '

e

Mr. Brojendra Narayan Ohaudhury: Was any railway project for con-
12 Noow. uecting India with Burma undértaken in the military interest?

Mr. 0. M. G. Ogilvie: The project has not been undertaken.
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Mr. Brojendra Narayan Chaudhury: Is it a fact that 80 miles of rail-
way was oonstructed from Chittagong to Dohajari to connect Burms and
then the proposal was abandoned? Was it undertaken in the interests
of the defence of India?

Mr, 0. M. @. Ogilvie: The question of building a8 motorable road was
considered. I am afraid I cannot say anything more than that.

Mr. Brojendra Narayan Chaudhury: 1 am afraid the Honourable
Member has misunderstood my question. I am asking sbout rallways from
Chittagong to Burma, and not about the road.

(b) WRITTEN ANSWERS.

S8AVINGS DUE TO THE TRANSFER OF CERTAIN BrrTisE TROOPS OUT OF THE:
INDIAN ESTABLISHMENT.

1685, *Mr. T. 8. Avinashilingam Ohettiar: Will the Defence Secretary
state :

(8) the net saving to Indian revenues because of the recent transfer
of three units of British troops out of the Indian establish-
ment in the present financial year;

(b) how this saving is proposed to be used; and
(c) whether this saving will revert to the general revenues?

Mr. 0. M. @. Ogilvie: (s) About 20 lakhs.

(b) and (c). The saving will :jaducé the amount .o‘f the anticipated
deficit in the Defence Bervices estiinates of the current year.

SET BACK TO THE PrOOESS OoF EcoNoMic RECOVERY.

1688. *Prof. N. G. Ranga: Will the Honourable the Finance' Member
be pleased to state:

() if it is not a fact that there is a serious slump in cotton, fall
in prices of ground nut and jute, and increase in the imports
of wheat and broken rice, and rice and paddy;

(b) if there has not been a considerable set back to the slow pro-
?Memf economic recovery that was taking place till last

(c) if Government have studied the position and considered its
causes and consequences; and

(d) what Government propose to do to minimise its rigours in
India?

The Honourable Sir James Grigg: The question should have been
addressed to the Honourable the Commerce Member.

IMPOSITION OF INCOME-TAX ON AGRICULIURAL INCOMES IN THE CENTRALLY
ADMINISTERED AREAS.

1687. *Prof. N. G. Ranga: Will the Honourable the Finance Member
be pleased to state: :

(8) it'it is not a fact that the Bihar Legislative Assembly has pass-
ed an Act imposing income-tax on agricultural incomes;

o
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(b) if be has examined the provisiona of the Bihar Act and, if so,
how the rates of taxation imposed by Bibar Government
on agricultural incomes compare with the rates of income-tax
imposed on non-agricultural incomes by the Indian Imcome-
tax Act; and

(c) if he is prepared to consider the advmablhty of app'lvmg that Act
or passing a similar Act for the centrsllv admlmstered areas?

'.I'ho Honourable Sir James Grigg: (a) Yes.
(b) A comparative statement is laid on the table.
(¢) No. \ r .

'Imwwm.midimmvaﬁﬁcwmaamd&hm

of agrioultural in. taz smp "byi.h Bﬂardwwumm! !nme-ha Aet, 1888
Toted income for I. T. Act.  *Ratsof  Total inoome for Bihar =~ Rate of
income-tax. Act. Agricultural
(Pies in the Income-tax.
rupee). (Pies in the
rupee).
Rae. Ra. Ra, Rs,
2,000—4,999 8ix. .
5,000—9,999 Nine . 8,001—10,000 Bix.
10,000—14,009 Twelve R 10,001—185,000 Seven.
15,000—19,999 Sixtean . 15,001—20,000 Bight.
20,000—20,999 Nineteen . 20,001—30,000 Ten.
30,000—39,999 Twenty-three 30,001—40,000 Twelve.
40,000—09,099 Twenty-five , 40,001—75,000 Fifteen,
75,001—1,00,000 Eighteen.
1,00,000—and above Twenty-six . 1,00,001—1,50,000 Twenty-two
1,50,001—2,50,000 Twenty-four.
2,560,001—5,00,000 Twenty-six.
5,00,001—10,00,000 Twenty-sight.
10,00,001—15,00,000  Twenty-nine,

Above Rs. 15,00,000 Thirty.

In the case of every company and registered firm, whatever its total income, the rate
of income-tax is 26 pies in the rupee.

* Tn addition to these, a surcharge of 3} per cent ‘s levied on income.tax and super-tax.
In addition to the rates of income.tax, there are rates of super.tax which rise by stages
texoept in the case of companies) to 75 pies in the rupee.

D ———

AGRIOULTURAL AREAS IN CANTONMENTS.

1688, *Mr, Badri Dutt Pande: (a) Will the Defence Becretary be
pleased to state the total agricultural:area at present held in each Can-
tonment in India?

(b) What is the average rate of income per acre of agricultural land

derived by the Military Estates Department in each Cantonment during
the last financial year?
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(c) Is it 8 fact that the income received per acre is more than the
-average Provincial revenue per acre?

CAd) Is i¢.a fact that Cantonment Agtleult.ural lands are not let out
.du'octly to tillers of soil, but are given to middlemen, known as contract-
ors, for short periods?

(e) Is it a fact that actual tillers of soil are liable to ejectment on
every change .of a contractor?

(f) Do Governmient grant any taocavi loans to cultwators?

(g) Are any remissions of rent given to actual cultivators of scul during
bad years?

Mr. 0. M. @. Ogilvie: (s), (b) and (c). The time and labour involved
i collecting the required information would be incommensurate with the
value of the results.

(d) and (e). Agricultural lands in cantonments are leased out under
the Cantonment Land Administration Rules, 1987, and the tenure of the
holders is governed by the terms of the leases executed under these rules.

(f) No.

(g) Government recognises the lessees only, and remissions of rent are
ted to them when it is considered that the circumstances of the case
justify such a course.

BEPARATION OF BRITISH CAVALRY BAZAR AND INFANTRY BAZAR FROM THER
AMBALA CANTONMENT.

1689, *Mr. Badrl Dutt Pande: (a) Will the Defence Secretary be
pleased to state whether it is a fact that the British Cavalry Bazar and
British Infantry Bazar of Ambala Cantonment are going ‘o be separated
from the Cantonment ares and handed over to the civil municipality?

(b) Is it also a fact that recently the Northern Command called for
some plans for the Cantonment Board Office of Ambala with a view to
effecting such a separation?

(c) Is it a fact that non-official public opinion. has not been consulted
in effecting the separation of these bazars?

(d) What steps do Government propose to take to' obtain the opinion
of non-official elected members of the Cantonment Board, Ambala, and
the municipality of Ambala Sadar, before effecting any separation?

Mr. 0. M. @. Ogilvie: (a) and (b). The question of the exclusion of
certain areus from the Ambala Cantonment iz under consideration and no
decision has yet been reached.

(¢) and (d). Public opinion will be consulted in due course in accord-
ance with section 4 of the Cantonments Act, 1924, if it is decided to
exclude any area from the Cantonment.

o2
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Snr;y-_noa or SApAR Bazars yRoM CANTYONMENT AREAS.

1690, *Mr. Badri Dutt Pande: (a) Will the Defence Secretary be
pleased to state whether it is & fact that it is proposed to separate wlarge
number of Sadar Bazars of various centonments in India from the ‘Ouai-
tonment areas?

(b) Is it a fact that Lieutenant-Colonel Dowland has been deputed by
Government to effect separation of bazar areas from cantonments? '

(c) Do Government propose to consult the non-official publie opinion
regarding the scheme of separation of each bazar fram the cantonment?
If 8o, at what stage?

Mr. O. M. @. Ogilvie: (a) The question is undar ‘consideration of
Government. R

(b) No.

« (6) If and when it has been provisionally decided by Government .that
any srea should bé excised from a Cantonment, the necessary action will
be taken under sub-section (I) of section 4 of the Cantonments Act, 1924.’

PayuzxT or HousE ALLOWANCES To EXBOUTIVE OFFIOERS IN CANTONMENRTS.

1601. *Mr. Bsdrl Dutt Pande: (a) Will the Defence Secretary be
pleased to state whether it is a fact that house allowance to cover rent of
bungalows oocupied by Executive Officers for their personal residence, out
of Cantonment funds is neither allowed by the Act nor the rules framed
thereunder? . ' . G

(b) Ts it nlso & fact that affer the Amendment Act, the Executive
Officers in some cantonments have debited house allowance to Cantonment
Funds?

(c) Is it a fact that the Inspecting Officers (now styled as Deputy
Directors) have sanctioned the payment of such allowances?

(d) What steps do Government propose to take to arrange the refund
of house allowances paid so far out of Cantonment Funde and stop such:
future payments?

Mr. 0. M. G. Ogilvie: (a) No. Under the Cantonments Executive
Officers Service Rules, a house allowance may be granted by the Board
with the previous sanction of the Central Government.

(b) to (d). The Boards in some cantonments with the sanction of the
Officer Commanding-in-Chief, the Command, rented accommodation for
the residence of their Executive Officers and charged them 10 per cent, of
their pay, meeting the balanee from the Cantonment: Fund.- This was
done under a misapprehension that they possessed such power under sec-
tion 117 of the Cantonments Act. Necessary instruetions have heen issued
to clarify the position, and for the amounts paid to be refunded. Govern-
ment are, however, prepared to consider individual cases in cantonments
where it is difficult for the Exeeutive Officer to obtain suitable accommo-
dation within his means. a
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Wﬂor FROM INCOME-TAX OF THE INOOME OF CERTAIN INDIGENOUS
IN Assam.

1601A. *Mr. Brojendra Narayan Ohsudbury: Will the Honourable
bhe Finance Member please state:

(a) with regard to Article (86) of paragraph 17 of Part IIT of the
Income+tax Manual, the reason behind exempting income of
indigenous hillmen;

(b) whether the hillmen of the Khasi hills district or of the muni-
cipality of Shillong, which includes non-British territories,
are subject to income-tax;

(c) whether ‘Government intend to remove the exemption from
hnlémen of at least, the Jowai sub-division and the Garo hills;
an

(d) whether there are ‘‘Hillmen' in other parte of Assam who
are not exempted from Income-tax?

The Honourable Sir James Grigg: (a) The exemption was granmted
because an attempt to assess these hillmen might lead to undesirable
complications.

(b) The Khasi hills district is not included in the exemption nor is the
Indian Income-tax Act applicable to non-British territories.

(e) No.

(d) Government have no information.

Mrnarary FORCES STATIONED IN ASSAM.

1691B. *Mr. Brojendra Narayan Chaudhury: Will the Defence Secre-
tary please state:

(a) whether, within the last two years, any additions have been
made in fhe forces stationed in Assam; if so, at what sta-
tions and how many and of what olass, and the reasons
therefor;

(b) whether any new expenditure has been incurred on building or
extension of military stations; if so, where and how much;

(¢) whether any additions of the description given in part (a) have
recently been made; if so, the nature of the additions and
the reasom;

(Assam Rifles is included in the connotation of the terms
“forces’ and ‘military’ in this question);
(d) whether anything of the nature mentioned in parts (a) and (b)
- i comtemplated in the near future; if so, the reasons;

(e) the number of combatant forces now stationed in Assam; of
these, how many are Gurkhas;

(f) whether Gurkhas are largely recruited from those settled in
Agsam; and

(8) the distinction between a Nepuli and a  Gurkha; how one is
sorted out frem the other in recruitment?

Mr, 0. M. G. Ogilvie: (a) So far as the Assam Rifles aro concerned,
dwring the last two years there has been no major change in their com-
position and the buildings connected with that force. As regards the
military forces, the replies are as follows:
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. As a result of the Quetta earthquake in 1985, it was decided for ad--
ministrative and economio reasons, to locate in Shillong four Gurkhs
training companies which were previously located in Baluchistan.

(b) Yes. Accommodation for four Gurkha training companies, and for-
the families of two Gurkha battalions, normally lgoat.edpin non-family
:;.a;;:m;z 1&5 b;ag prgided s;: Happy Valley, Shillong, at an estimated cost

. 22,05,264. e work is i i
od by Newsrbor. 1900, 18 In progress and is expected to be complet-

(¢) No. .
\
(d) No further increase to the garrison is contemplated.

(e) The active units of the Indian Army located in Agsam are two
Gurkha battalions. '

(f) No.

(8) All residents of Nepal are Nepalis and are commonly known..as
Gurkhas, but Gurkhas settled in India as British subjects are not Nepalis,.
Both are recruited. '

THE INDIAN INCOME-TAX (AMENDMENT) BILL—contd.

Mr. President (The Honourable Sir Abdur Rahim): The ‘House will
pnow proceed with the consideration of the Bill further to amend the
Indian Income-tax Act, 1922, as reported by the Belect Committes.
Clause 9, as amended, was before the House, and the amendment dnder-
consideration was amendment No. 246* by Dr. Banerjea. The Chair under-
stands that two more amendments have now been circulated, one by Mr.
Chambers and Mr. Bheehy, and the other by Dr. Banerjea. What does.
Dr. Banerjea propose to do with his amendment?

Dr. P. K. Banerjea (Calcutta Suburbs: Non-Muhammadan Urban):
I want to withdraw my amendment.

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

Mr. President (The Honoursble Sir Abdur Rahim): There are now two
amendments in respect of the same matter. The Chair understands that
the one that the Government propose to move hes a very larga measure
of support. The Chair will allow that to be moved.

Mr. 8. P. Chambers (Government of India: Nominated Official): Bir,
I move:

“That in part (iii) of sub-clause (a) of clause 9 of the Bill, to the proposed clause
(vii) there be added : .

‘or where the property is let oui in parts that portion of the net annual value,
after de(ructing the foregoing allowances appropriste to any such part
which is proportional to the period during which such pert is wholly un-
occupied’,” ) .

*That in part (ii5) of sub-clause (a) of clause 9 of the Bill, in the proposed clause

(vii), after tke words ‘the property is wholly’ the words ‘or where the property is let
out in parts, partly’ be inserted.” ’ P 4
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1 understand that that meets the wishes expressed yesterday evening
and if 80, I have nothing further to add.

Mr. President (The Honourable S8ir Abdur Rahim): Amendment
moved:
*“That in part (m} of sub-clause (a) of clause @ of the Bill, to the proposed clause

(vii) there be added
‘or where the pmperty is let out in parts that portion of the net annual value,
after deducting the foregoing allowances sppropriate to any such part
which is Pmpomonal to the period during which such part is wholly us-

occupied’.

Dr. P. N. Banerjea: The substance of this amendment is the same as
my amendment, and I have no intention to go against it. I support it

in that form.

Mr. President (The Honourable 8ir Abdur Rehim): Thé question is:

““That in pnrt (m} of sub-clause (a) of clause 9 of the Bill, to the proposed clause

(vii) there be added
‘or where the property is- let out in parts that portion of the net annual value,
after docfnctmg to any such perd

appropriate
which is Pmpm'honnl to the period daring which sach part is wholly um-
occupied’.

The motion was adopted.

Qas! Muhammad Ahmad Kazmi (Heerut Division: Muhammadan
Rural): 8ir, I move:
“That sub.clause (b) of clause 9 of the Bill be omitted.”

Under the present Aot, the words are:

“Provided that, where the property is in the occupation of the owner for the
purposcs of his own residence, such sum shall, for the purposes of this section, be
deemed not to exceed ten per cent. of the total income of the owner.’

By the deletion of this clause the annual value of a house is to be
considered for the purposes of income-tax and if a person happens to
receive by inheritance a large building in which he is living and his income
may be nothing, in that case even though he has got no income he will be
liable to income-tax. That is not the proper way of taxing a person who
happens to live in a large house which he has inherited and this provision

should be retained.
Mr. Presldent (The Honourable 8ir Abdur Rahim): Amendment
moved:

“That sub.clause (b) of clause 8 of the Bill be omitted.”

Mr. J. ¥. Sheehy (Government of India: Nominated Official): Govern-
ment are not prepared to oppose this amendment,

Mr. President (The Honourable Sir Abdur Rahim): The question is:
“That sub.clanse (b) of clause 9 of the Bill be omitted.”

The motion was adopted.
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‘Mr. President (The Honourable Sir Abdur Rahim): The question is:
*That clause 9, as amended, stand part of the Bill.”

The motion was adopted.
Clause 9, as amended, was added to the Bill.

Mr. President (The Honourable 8ir Abdur Rahim): The question is:

“That clause 10 stand part of the Bill.”
Qaxi Muhammad Ahmad Kazmi: Sir, I move:

“That in part (i) of sub-clause (b) of clause 10 of the Bill, in the proposed pro-
viso, all the words begiuning with the words ‘in any case for any interest’ and ending
with the words ‘or tax has been deducted under section 18, or" be omitted."

In proposing this amendment, I would draw the attention of the
House to page 16 of the comparative list. The principle enunciated by
the present Act is that any interest or any salary that is paid without
British India will not be allowed to be deducted as expense from the
income, unless the tax has been paid on that amount or the tax has been
-deducted under section 18. 8o what we want is that either the person
who receives that interest or salary, without® British India, should pay
the tax on it or the person who is paying it will have to pay the tax on
it if the tax is not deducted under section 18. Now this principle had
to find a place in about five places. One, you will find it on page 16.
‘Then again on page 9 we find under section 10, sub-section (a):

“ llawance in re ch i atgel '
'Sall:‘ll:l:l'-if it is paylblomozi ﬁﬁmﬁ:&i::ﬁ? t:x hwg:on ::?;rth;‘h:;
.deducted therefrom under section 18."

We again find a reference to it on page 23 in clause 12, sub-clause (o)
and clause 12, sub-clause (¢). Then again the same principle is to be
found in section 9 on page 14. My idea is that instead of enunciating
the same principle in various provisions of the Bill, it must be enunciat-
ed as a definite principle in a definite section and I have made a pro-
posal which stands in my name in the list as No. 294, in which I say
that:

“‘whoever pays any sum of money such as salaries, interest on securities or on
.other loan not heing a loan issued for public subsecription before the 1st April, 1838,
for which allowance is given in calculating the income under sections 8, 10 and 13
of the Act to a person not remident in British India shall not get an allowance for

sach a sum or sums under the auid wections unless tax has been paid pn such som or
.deducted under section 18."’

If we incorporate this one section. then we shall be able to delete
the repetition of this particular principle in five different places in tle
Act which only adds to the confusion. I may also submit that yester-
day T had moved an amendment as regards the words ‘‘without British
India’’ as meaning as a person not resident in British India. The claure
I am suggesting now says ‘‘a person not resident in British India'’, but
this can be suitably smended in such a form as to say that the interest
is payable without British India. 8o it is only for the sake of simpli-
fication. I think that this, along with the other clauses, may be omit-
ted and theyv should he consolidated in one &gection as section 12-B.
That is the reason that T am moving this amendment No. 254 for the
omission of this clause. T am not opposed to this on principle but I say
that this clause, along with the other clauses which repeat the same
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principle; should be consolidated in ome place and -should not be
interspersed throughout the whole Act.

Mr. President (The Honourable Sir Abdur Rahim): Amendment
moved:

“That in part (i) of sub-clause (b) of clause 10 of the Bill, in the proposed I-ro-
viso, all the words beginning with the words ‘in any case for any interest’ and ending
with the words ‘or tax has been deducted under section 18, or’ be omitted.”’

Mr. 8. P. Chambers: Sir, 1 oppose this amendment although it is only
a drafting amendment. The first point I would like to draw the attention
of the House to is that the Honourable Member said that yesterday he
fnoved an amendment under No. 286 but, according to my recollection and
sccording to my record, he did not move that amendment and, therefore,
these other amendments become I won't say irregular but somewhat. incon-
gistent. May I first ask whether ameridment No. 238 was moved and
passed by this Assembly; if not, the Honourable Member may wish to with-
draw his motion,

Mr. President (The Honourable Sir Abdur Rahim): It was not moved.

Mr. 8. P. Chambers: May I ask whether the Honourable Member in
these circumstances would prefer to withdraw the amendment under No
254?

Qaxi Muhammad Ahmad Kazmi: Not moving that amendment would
not mean that this is inconsistent with not moving it—because I may just
explain that what I want is the consolidation of the principle. If it is
consolidated, the other thing will go away of itself. The thing is repeated
in five places; if I did not move the deletion of it in one place, I have a right
to move the deletion with regard to the remaining four places.

Mr. 8. P. Ohambers: T will deal then with the drafting point that the
Honourable Member has made. His intention is to take this principle as
it is called from five places and to put it in one place, which I think is a
very desirable thing if it can be acoomplished without upsetting the general
scheme of the Act, but the scheme of the Act is not to asllow any deduetion
from the total income in respect of interest or other payments which are
allowsble but to make specific deduetions in each section from nine to
twelve for those sums which are to be allowed. 1t is, therefore, necessary
I think to provide specifically in each section which sums should be allowed
and which sums should not be allowed. The manner in which, if we
attempt to group them together, the matter becomes obscure in the end is
I think made clear in the Honourable Meinber's amendment under No. 204.
He says there, ‘‘whoever pays any sum of money such as salaries, interest
on securities or on other loans’’. Now, T submit that ‘‘any sum of money
such as salaries’’ in a general clause which is intended to relate to & number
of other cluuses is not so clear in a taxing statute as to state specifically
under each section exactly what we want to allow or do not want to allow.
For these reasons I oppose the amendment.
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Mr. President (The Honourable SBir Abdur Rahim): The question is:

“That in part (ii) of sub-clause (b) of clause 10 of the Bill, in the proposed r\»
viso, all the words beginning with the words ‘in any case for any interest' and ending
with the words ‘or tax has been deducted under section 18, or' be omitted.”

The motion was negatived.

Babu Baijnath Bajoria (Marwari Association: Indian Commerce): Bir,
I move: '

“That in part (i) of sub-clause (b) of clause 10 of the Bill, in the proposed pi
viso, after the words ‘deducted under section 18' the words ‘or in respect of ch
there is an agent in British India who may be assessed under seciion 43’ be inseried.

Mr. President (The Honourable Sir Abdur Rahim): Amendment moved:

“That in part (ii) of sub-clause (b} of clause 10 of the Bill, in the proposed
viso, after the words ‘deducted under mection 18' the words ‘or in- respect of wm
there is an agent in British India who may be assessed under section 43' be inserted.*”

The Honourable 8ir James Grigg (Finance Member): As this is conse-
quential on a previous amendment which the House has already accepted, I
am quite agreeable, if the House so desires, that this should be accepted.

Mr. President (The Honourable 8ir Abdur Rahim): The question is:

““That in part (ii) of sub-clause (8) of clause 10 of the Bill, in the Eim-
viso, after the words ‘deducted under section 18’ the words ‘or in respect of which
there is an agent in British India who may be sssessed under section 43' be inserted.'

The motion was adopted.

Mr. K. Santhanam (Tanjore ¢wm_ Trichinopoly: Non-Muhammadan
Rural): Sir, I move: . . .

“That in part (i) of sub-clanse (5) of clause 10 of the Bill, in the propossd pro-
viso, for the word ‘firm’ the words 'an unregistered firm’ be substituted.”

I think, Sir, that the general word ‘firm’ has no meaning in this parti-
ocular place, because, on page 85 of the Bill, we find that:

“(a) in the case of a registered firm, the sum payable by the firm itself shall not
be determined but the total income of each partner of the firm, hi:cluding therein his

share of ita income, profits and gains of the previous year,

Again, under section 16, they have given a formula for determining how
to allocate the profits of a registered firm among the partners. Therefore,
88 o registered firm is not itself assessed, as the formulu for dividing the
profits among the partners of the registered firm is prescribed, there is no
meaning in stating here that the interest paid to & partner of the firm
should not be included. There is no meaning at all here for the word
‘firm’ which can have its application only to an unregistered firm. I do
not want to make an elaborate explanation of it, but even now it ean have
application only to an unregistered firm, and I only want to make it precise
and, therefore, I move my amendment.

Mr. President (The Honourable Sir Abdur Rahim): Amendinent moved .

“That in (#i) of sub-clause (U) of clause 10 of the Bill, in the _plopoud pro-.
viso, for the p::trd '];irm' the \W)'I‘dl{ ‘an unregistered firm’ be substituted.’

Mr. 8. P. Ohambers: 8ir, I oppose this amendment. I think the
Honourable Member and I are in the same position in that ‘we want the
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same result. Here, again, the amendment is 8 drafting amendment. The
intention is this and I think when I have explained it it will be clear that
the words do, in fact, carry out this intention. First, the whole of the pro-
fits of a registered firm have to be ascertained and, in arriving at the whole
of those profits, all interest paid to the partners of that registered firm is.
disallowed. Then, having disallowed that interest, the assessment is not
made on the firm but the profit, including the interest, is then divided up
between the partners and assessed on each of the partners of the registered’
firm separately. Well, to arrive at the gross figure to be divided, we musb
disallow the interest payable to the partners. Therefore, we require in this
proviso the word ‘firm’ to include a registered firm, so that we may divide
the gross amount and not the net amount. I think the only effect of the
amendment which has been moved is that the interest would be given as a
deduction to the firm and then the interest would have to be assessed on the-
partners receiving the interest as a separate source of income under section
12, and that, I think, is a much more cumbersome manner of dealing with it’
than the manner provided, that is to say, to take the total profits of the
firm whether those profits have been divided as salary or interest and having'
arrived at that totel profit, it can be then be divided in accordapce with the
terms of the partnership deed. I submit that the clause carries out that

effect.

Mr. K. Santhanam: Sir, I do not want to press my amendmeént and I
beg leave of the House to withdraw it.

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

Maulvi Abdur Rasheed Chaudhury (Assam: Muhammadan): Sir, I beg-
to move: :

“That part- (ifi) (a) of sub-clause (b) of clause 10 of the Bill be omitted.”

Bir, the written down value has been substituted in this Bill in place cf
the original cost for the purpose of calculation of depreciation. The exist--
ing system of calculating the depreciation on the original first value has been-
going on for the last 17 years, and the Department and the assessees are-
both accustomed to this system of calculation. In the new system, which-
has not been explained yet, the proportion of the depreciation has not yet:
been fixed. So, it is very difficult to understand what the position of the-
amount of depreciation will be under the new system in comparison with
the old system. Tn the general discussion, only one point has been made
clear, and it is this that if the depreciation of & year is not covered by the
profit of that year, then it can be carried over to succeeding years. This-
point has been made clear. But, Sir, what is the difference between the
written down value and the original cost, so far as the calculation of depre-
ciastion is concerned, has not been explained thoroughly. I take an example-
to explain what I have got in my mind. Take, for instance, nn assessee-
who has purchased a second-hand machinery for Rs. 800. Under the exist--
ing system, he will be allowed a depreciation of 5 per cent or Rs. 15 a year,
and the Department and the assessees are both accustomed to this calcula-
tion. Now, let us apply the written down value system to it. Let us
suppose that that machinery was purchased in the year 1930 and, during
the course of the past eight years, & sum of Rs. 120 at the rate of Rs. 15
per annum had already been allowed us depreciation. Now, what I under-
stand by this written down value is that the original cost of Rs. 800 minus:
Bs. 120 aiready allowed as depreciation will be the written down value.
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Now, 8ir, the proportion of this deprecintion has not yet been fixed in this
Act. Now, if, for instance, five per cent. is allowed as written down value,
then it makes a little difference, but if the proportion is more than five per
cent. or less than five per cent then it makes a great deal of difference. 1f
the percentage of depreciation allowed is, say, at the rate of 10 per cent,
then it will continue only till the year which is arrived at by dividing 280
by 28. That is, ten years. That is, at the ‘end of 10 years, the depreciation
will end. In other words, the Income-tax Department will not give any
depreciation to the machinery at the end of 10 years. That means that at
the end of 10 years, this machinery will have to be discarded and a new one
will have to be purchased. It is certainly not advantageous to the Indian
industry. Then, Sir, if the depreciation is less, say two par cent, it will
affect the industries at the worst, hecause, the older the machinery the
‘higher the expenses required to keep it in proper working order. If thwe
depreciation is allowed at two per cent, on the written down value, then the
machinery cannot be kept in proper working order with this depreciation.
8o the industry will suffer. _

Another point which Mr. Chambers raised while speaking on the general
discussion is that it is very difficult to calculate the depreciation on the
original cost basis. He apparently meant that the calculation of deprecia-
tion on wtitben down value will be much simpler. 1 for myself do not see
how it will be simpler. At present five per cent. depreciation allowed is
very simple to caloulate. Take, for instance, if 2§ per cent. or theee per
cent. is allowed as depreciation on the written down value of Rs. 280.
Then, it will be much harder to calculate at the rite of 2§ per ‘ceit™ on
Rs. 280 than at five per cent on Rs. 300. T do not understand how it will
be simple. Then, again it has not been explained who will keep this depre-
ciation value: whether the Income-tax Department or the assessee. If this
account is maintained by the Department it will be a very cumbersome
method, and it will add a good deal to the work of the Department. If it
is to be kept by the assessee, that means he will have to keep a regular
-establishment of clerks, record room, and so on, which the assessee cannot
afford. The whole matter is going to be complicated by changing the sys-
tem of original cost to written down value. In this connection, I should like
to read what the Indian Chambers in their Memorandum said:

“We learn that the excessively high rates required by the adoption of this basis
may not be allowed. The only result will be that the sllowance made on
socount of depreciation under the inadequate rates will fail to cover the total d?"
-cistion in value undergone by the sssets. Nothing more can be so ruinous to indus-
‘try as such s contingency'.

8o, 8ir, the more I look at it from our point of view the more T find
that the written down value system will be a very complicated system which
will not be 8o much to the advantage of Indian industry ns the original cost
system is. Bir, I move.

Mr. President (The Honourable Sir Abdur Rahim): Amendment moved:
“That part (iif) (a) of sub-clause (b) of clause 10 of the Bill be nmitted.”

.. Mz, Bhulabhsi J. Desal (Bombay Northern Division: Non-Muham-

madan Rural): 8ir, I wish to explain the position of the Belect Committee

in this matter lest there should be any misunderstanding about it. The
-provisions of this Bill in so far as they affect the depreciation have
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undergone a considerable ammount of alteration during the course of the
discussion in the Select Committee, and I have no desire to repeat what
I said on & previous occasion during the course of the general discussion.
But lest there should be any misunderstanding, I beg leave to say a
few words in reference to what fell from my Honourable friend, Mr. Abdur
Rasheed Chaudhury. It is not denied that if, as a mere matter of rule
of thumb and simplicity, the proportion of the original cost is easy to.
work. That 1 do not at all deny. At the same time, I must confess
that if the machinery worth, say, Rs. 100 depreciates in a year's time
for which ten rupees are allowed, in the next year it will be & depreciated
article and not the original article, so that, from the assets point of view,
1 cannot possibly deny the correctness of the method of written dowm
value as to how much you should allow for the first and the subsequent
ears. As was stated during ths course of the Select Committee and,
ter on, in the House, that there the rates would be so fixed as would
not work any hardship. As regards what my Honourable friend said about
the difficulty of getting the mnachinery and the cost of keeping the.
machinery in order as it goes on depreciating, I may point out that
there is a certain amount of misapprehension about it. Of course, any
ordinary repair does not come into this at all. It is the replacement
value which is the objective of allowing depreciation. I am also awape
that from the point of view of pure mathematics—I do not see my Honour:
able friend, Dr. Sir Ziauddin Ahmad, here—it is true that as the written
down value becomes less and less, you do not get to the same result so
quickly as you would in the case of the ordinary ‘simple method, we
shall say five per cent. each year or at the end of 20 years, you get 100
per cent. This is the other safeguard which my friend the industrialist
will remember. There is a provition in the Bill whereby supposing you
come to & stage where it is not worth while repairing at all and you sell-
it as o scrap, then the difference between the then written down value
and the value of the scrap is also allowed. Therefore, the net result of
this, in my humble submission, is that though the system of ecslculation
might be simpler, there is no real or substantial loss to the industry. X
do not deny that probably the other one gives them an opportunity of
setting aside sufficient sum of money in perhaps a slightly less period
of time than he is giving to day. That, T do not for a moment deny;
but, on the whole, between the two proposals which were put forward,
we had to come to some agreement, and 1 confess that the agreement

in the light of the explanation that I have given is one which I commend
to the House.

Mr. President (The Honourable Sir Abdur Rahim): The question 1s:
*That part. (iii) (&) of sab-clause (b) of clause 10 of the Bill be omitted.”
The motion was negatived.

Mr. Manu Subedar (Indian Merchants’ Chamber and Bureau: Indian
Commerce) : Sir, I beg to move:

“That in olause 10 () of the Bill, to part (i) (a), the following words be added
at the end : .
*This provision shall not come into force unmtil the .1st April, 1940".” _
I do not wish to detain the House long over this amendment. The
Honourable the Finance Member will recognise that this is not a mangling:
amendment and it does not go counter to the understanding in the Seleot:
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Committee. As a matter of fact it only seeks to carry out expliciti
what is provided implicitly in the Select Committee’'s Report. I .will
read from that Report which says: :

“‘Government have gi assurance -that ' se comsequent
obanges from the mtgll:::?l : ::a writhnmdown I:lh:iln:‘i'l] rl.rah.dim wiﬂlm &

Interests concerned before they are fixed and that the new provisions will not be
'bmqght. into operation until the rates have been so fixed.”’

- 'Now, Bir, as the Finance Member himself mentioned in his speech,
the fixing of these rates is not a simple matter. }¢. is 'a long schedule
which affects all elasses of goods. They will affect the two additional
items which the Select Committee have now included.  The working life
of every kind of asset is not the same, and while it is ‘wot possible to
exhaust them all, the income-tax authorities have to fix the rates in
respect of different types of machinery in different industries working
under different conditions and with different kinds of mssets. This, Sir,
is going to take a considerable amount of tine and my submission in
moving this amendment is that while this is being done, the old system
should continve. In any case it will continue probably much beyond the
period which T am urging. I am urging up to the 1st April, 1940, but
it is quite probable that it may continue a year beyond, in which case
we shall look to the assurance signed by Sir James Grigg that until the
rates are definitely fixed in consultation with the industries the new systam

will not be brought ‘into vogue.

Now, Bir, another advantage of interposing this period is that those
who are not familiar with this type of system of working out figurea will
get a little breathing time when they will have to work out the runming
of the plant of perhaps 15 or 18 years earlier, and all this will entail on
their part s considerable amount of research and activity, and I think it
is only fair that this period should be allowed. B8ir, I make bold to
say that the Finance Member is not going to lose any money by the
provision which I am urging and I, therefore, trust that he will accept
this amendment. 8ir, I move.

Mr. President (The Honoursble Bir Abdul Rashim): Amendment moved:

“That in clanse 10 (b) of the Bill, to part (iii) (a), the following words be added
at the end:
“This provision shall not come into force umtil the 1st April, 1940°."

Sir H. P. Mody (Bombay Millowners’ Association: Indian Com-
merce): Sir, I desire to support this amendment. The original provi-
sions in the Bill were strongly objected to by industrialists because they
sought to substitute the present system, which had worked very well on
the whole, by a new system which it was anticipated might present
considerable difficulties in working. I am free to confess, however, that
the Belect Committee has greatly improved upon the provisions as they
were embodied in the Bill. That does not mean that we prefer even the
improved provisions of the existing system. But we recognise the im-
provement, and all that we say is that we must be given some time for
adjusting matters to the new system. It is very difficult, in practice, to
arrive st the writtan down value of & particular piece of machinery, and



THE INDIAN INCOME-TAX (AMENDMENT) BILL. 3688

I snticipate that the Income-tax Departments in the various provinces
will have to get together with industrialists and come to some sort of
errangement for assessing new units. The value at which machinery
stands in our books has been based upon the system as it has obtained
for all these years. Now, it may be that particular pieces of plant will,
have to be assessed in a particular sort of way under the new system.
That is all going to take a very considerable time and it will be also a
matter for discussion with the income-tax authorities. If you bring these
provisions into effect immediately one result will be that you will be,
in effect, giving a retrospective effect to one particular. provision in the
Bill; and in view of the considerable difficulty which will be experienced
in working the new system I hope Government will be prepared to
consider this amendment favourably.  After all it is not asking for
much; we are just asking for time to adjust our books and put them into
proper order and see that the various calculations which have got to be
made in order to conform to the new system can be made with some
sort of accurscy, and can be depended upon to be fair both to the Inecome-
tax Department and to the assessees. B8ir, I support the amendment.

The Honourable Bir James Grigg: Sir, as far as I understand it,
there are two questions at issue here, and two quite distinct questions.
One is, the undertaking given by Government that the new rates should
in no case be fixed and brought into operation until they had been
discussed with the interests concerned. The other point is a very
different point and T understand both Honourable Members to raise
this second point that books and machinery accounts are kept on the
prime cost basis and that they have to record every individusl piece of
machinery as there is no block machinery account. Therefore, arriving
at the written down value is a matter of some little research and so, in
order that the books may be got on to the proper basis, the provision
should be postponed anyhow. As far as the first point is concerned,
certainly T have every intention that the pledge that I gave should be
maintained, that these new rates, under the new system, shall not be
introduced until the proposed rates have been discussed with the
interests concerned. 1 propose in any case to give an assurance that if
it became clear that that involves a postponement of the operation of
this particular provision:in the year, 1 will introduce an amendment to
that effect in the Council of State. But I gather that is not enough.
There is a question of getting the books altered and the Honourable
Members want a postponement anyhow. I think there is a good deal to
be gaid for that. T am advised, however, that the amendments which
are down on this subject are not suitable for doing that, and what I
suggest to Honourable Members is that they should not press their
amendments here and now. In return for that I will give an undertaking
that a suitable amendment shall be introduced if not here then in the
Council of State. If Honourable Members are prepared to accept that
assurance and withdraw their amendments I should be grateful.

Mr. Bhulabhai J. Desai: Sir, T may point out to my Honourable friend
that the amendment which is now under discussion and the next amend-
ment standing in the name of Mr. B. Dag cover everything that is wanted,
because, in so far as this amendment is concerned, it only seeks to postnone
the operation of the method of written down value to be employed by a
year. As to the next amendment also, we bhave .nome to an agreement on
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that question. Anything that is not provided for up to 1939 was to be
taken as the basis and be'added to the next year's depreciation, and on that
the percentage was to be taken. Therefore, the second amendment dealg
-with the unprovided for depreciation. Thet also will be postponed by &
year; but the result of both these smendments would be to exactly carry
out what my Honourable friend desires; and, instead of a promise, I would
rather have the fulfilment.

The Honourable Sir James Grigg: I am not a draftsman, and even if’
these amendments are in themselves in the most perfect of all possible
forms, I understand that other amendments are required in addition, and
in what place the other amendments come I am unable to say. All I say
is that the principle is accepted, and I will undertake in some place or
other to see that it is done. '

Mr. Manu Subedar: I am thankfnl to the Honourable the Fimance
Member for the assurance, and, in view of that assurance, I beg leave of
the House to withdraw this amendment.

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

Mr. B. Das (Orissa Division: Non-Muhammadan): Bir, I will not move-
my amendment in view of the assuramce, but I hope the Honoursble
Member will consult my Leader if he moves that in the other House.

The Honourable Sir James Grigg: I will give that assurance t00.

Babu Baijnath Bajoria: Sir, I move: .

““That in part (iv) of sub-clause (b) of clause 10 of the Bill, after the provisos to.
the proposed clause (vii) the following further proviso be adflel’: _ :

‘Provided also that in 1o case however the loss or profit com in the cir-
cumstances above stated wonld be taken into account if provis of
section 26 (#) are applicable thereto’.”

I would like to draw the attention of the House to the proviso to elause
(c) of sub-section (5) in sub-clause (c) of this clause where it is provided
that the actual cost to the assessee will be the actual cost to the person
succeeded in the business, profession or vocation. In view .of that
proviso, I think it is desirable that the predecessor seller should not be
taxed on the excess value received for his plant and machinery or should
not be allowed to deduct his loss arising out of such a sale if the suceessor
buyer is to be allowed depreciation only on the cost of the seller. It ip
just to make the two provisions uniform and on the same basis that this
amendment should be accepted.

Mr. President (The Honourable B8ir Abdur Reahim): Amendment
moved :

“That in part {ir) of sub.clanse (b) of clanse 10 of the Bill, after the provisos to.
the proposed clause (rii) the following further proviso be added :

‘Provided also that in no case however the loss or profit computed in the cir-
camstances above stated would be taken into nt if provisions of
section 26 (2) are applicable thereto’.” )

Mr. 8. P. Chambers: Sir, T oppose this amendment, not in principle
but because I think here again the words of the Bill already earry out the
intention, and I do not think the Honourable Member intends anything
«lse. Bection 26 (2) of the Act, which is referred: to in the ameéndment,
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deals with succession and the sectiom is weouded 20 thet esch parson
whether he is in partnership or not is assessed in respect of the sachual
profits or losses which he himself incurs. If he wmakes a pr be s,
dusessed in respect of that profit; if he makes a loss he. and .only he under
the oarry forward of losses section rcan ecarry forward the loss. TFor that
mason I cannot, for the moment, see thaé this smendment has sny affoct
at all. I think the intention is alreadyv carried out.

Babu Baljpeath Bajerls: In view of the explanation given by the
Honourable Member, I would beg leave of the House to withdraw the
amendment.

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

Mr. T. 8. Avinashilingam Ohettiar (Salem and Coimbatore cum North
Arcot: Non-Muhammadan Rural): Bir, 1 move:

“Phat after part (v) of sub-clause (§) of clause 10 of 1he Bill, the following new
part be inserted and the subsequent parte Le re-nambered accordingly : -
‘(vi) after clause (witia) the following clanse shall be inserted, namely :
‘(viiib) any expenditure (not being in the nature of capital expenditure) made

definitely for the benefit of the employees or the dependanmte of thomse
employess ;’."’

By this clause T want that money spent for the benefit of emplovees of
an industrial concern should he allowable as a deduction. It iz already
allowed in o certain measure under sub-clause (i) where it says:

. ‘“any expenditure (not being in the nature of capital expenditure) incurred solely
for the purpose of earning such profits or gain:.‘l”'ap‘ pen

Such expenditure is to a certain extent alreadv allowed; but there is'a
lacuna in practice. 1 read from the Income-tax Manual. In that, curiously
ewough. if a whole scheol or a whole hospital is established by an employer
and if money is spent in pursuance of that hospital ar school, the money
s allowed; but if an ewmployer comtributes towards the empemdibuze of a
hospital which attends to the employees of his own concern, it is nok
allowed. Para. 84 of the Manual says:

“No comtributions towards expenditare imcurred by ontside bodies which may
beosfit the employees of & oompany or firm incidentally with membars of the
public, should be allowed, such as contributions for the support of clubs, recreafion
grounds, religious institutions, dispensaries, hospitals, schools and the like. If, on
tho other hand. an assessce maintadina a school or a dispensary solely for the beneft
of his employees reasonable expemditure om the upkeep of such an institution shouwld
be allowed as. a werking expeass.”

This matter has been referred to im the Income-tax Enquiry Com-
mittee's Report and they have found that this lacuna should be removed.
‘They say:

“Para. 64 (iv) of the Income-tax Manual lays it down as s principle that whils
expenditure for the maintenance by an employer of a hospital, achool, etc., providad
by him solely for the benefit of hia employees is allowable, no allowance is to be
made for contributions by an emplover for the benefit of his employees to outaide
hodies providing similar services. There seems to us to be no justification for this
distinction and we recommend that payments made by employers definitely for the
henefit of their employvees or the dependants of those emp{:)yeaa should be allowed,
with of course the exclusion of subscriptions to such bodies for capital purposes.”
~ Tt T may explain from actuul experience. I oome frora an industrial
area—(Coimbatore—wherc there are many mills, big and small. But few
mills have the capacity and monetary oconvenience to establish separate.
bospitals by themselves. for the conwenience of their employegs. They cay
at best only contribute towards hospitals which cater to the eonveniencq

:
D
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of their employees and I do think that this recommendation of the Income-
tax Enquiry Committee should be accepted and this amendment seeks
only to put it into law. Sir, I move. o

Mr. President (The Honourable Sir Abdur Rshim): Amendment

moved
“That after (uLnI sub-clause (&) of clause 10 of the Bill, the following new
part be inse and the snbsequent parts be re-numbered accordingly :

‘(vi) after clanse (viiia) the following clause shall be inserted, namely :
‘(viiid) any expenditure (not being in the nature of ital expenditure) made
definitely for the benefit of the employees or dependants of thoes
mployu ;l.ln
The Honourable Sir James Grigg: Sir, I think the Honourable Member
has drawn a wrong inference from the passage in the Inquiry
Committee's Report to which he has referred. My reading of
that paragraph is, not that welfare expenditure is not allowable under the
law, so that the law should be smended, but that an unusually narrow
interpretation of the law has been adopted in practice by the Income-tax
authorities, and the recommendation was that instructions should be issued
that the Income-tax officers should adopt a more generous attitude. I can
assure the Honourable Member that any general welfare expenditure for
the benefit of employees is allowed, and if there is any doubt about that
I am quite willing to remove the doubt or to make the assurance doubly
sure, by repeating the instructions. The Honourable Member goes on and
carries it a little further. Any expenditure made for the benefit of the
employees or the dependants of the employees . . . . . .

Mr. T. 8. Avinashilingam OChettiar: All the words were taken wholesale
from the Report of the Income-tax Enquiry Committee:

The Honourable Sir James Grigg: But the wording in a general recom-
mendation is not necessarily the same as a legal document, and as far as
the last words—'of the dependants of those employees' are ooncerned, I
think the amendment would go a little too far and cover expenditure which
ought not to be allowed. Contributions towards family pensions and that
gort of thing should be covered bv an authorised superannuation fund,
and such contributions are allowed if they are made to an approved super-
annuation fund, but I don't think we ought to go bevond that in the
matter of expenditure set aside for the dependants of employees. 1 hope
after that explanation the Honourable Member will not press his amend-
ment.

Mr. N. M. Joeghi (Nominated Non-Official): 8ir, T would like to support
this amendment. In India the employers are not verv keen to set apart
funds of this nature, but if there are any, I should like to encourace them
by supporting this amendment. I don’t understand what the Honourable
the Finance Member said about not making allowance for monies spent for
the dependants of the employees. I do not know why that should not be
done. There are occasions when the dependants of emplovees need help,
and that help should be given by the employées. He snid that allowance
can be given if the funds are recistered or recognised or some such thing.
T am in favour of registered funds, but if the funds are not recistered, why
should not allowance be given if the money is contributed to recoqmised
funds in an honest manner? I, therefore, support this amendment, snd
T hope the House will accept it.

lru. .
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The Honourable Bir James Grigg: Does the Honourable Member mean,
would we allow expenditure on the education of children, for providing
schools for the children of workmen, and so on? That would certainly be -
allowed . . . . .

Mr. N. M. Joahi: Pensions for widows?

The Honourable 8ir James Grigg: So long as the contributions are
made to an approved fund, but the wording of the mover would cover
contributions to a fund which is not an approved fund, and, therefore, I
think the words are too wide. As far as the real needs are concerned,
they are fully met under the existing law, but they have been rather
narrowly observed in practice, and I give him and the House the assurance
that the practice shall be liberalised.

8ir Oowasji Jehangir (Bombay City: Non-Muhammadan Urban): Sir,
there are many companies and individuals who have not got these recog-
nised funds, but who would like to give pensions to the widows of their
employees and such cases are not rare. Pensions are given to widows for
very meritorious services rendered by the employees so that the widows
may be maintained during the minority of their children. Does the Honour-
able the Finance Member mean to tell me that that would be excluded?
It is not excluded till now . . . . .

The Honourable Sir James @Grigg: No, all I say is that contributions
towards unapproved funds would be included under this amendment. I
could not give a complete list of what is included or excluded. All I say
is the wording goes further than is wise and that everything allowable can
be given under the existing law, and we will take steps to see that it is
observed liberally.

Mr. President (The Honourable Sir Abdur Rahim): Does the Honour-
able Member want to say anything?

Mr. T. 8. Avinashilingam Ohettiar: Sir, I beg leave of the House to
withdraw the amendment. '

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

Mr. Sami Vencatachelam Ohetty (Madras: Indian Commerce): Sir, 1

move:
“That in part (vi) of clause 10 (b) of the Bill, for the proposed clause (xi) the
following be substituted :

‘(i) such sum in respect of bad and doubtful debt as is determined in the
following manner : -

(a) in respect of tad debt, whenever the debt arose, there shall be deducted
go much of the debt as is discovered in the accounting period to have
become bad;

(b) in respect of a doubtful debt, whenever the debt arose, there shall be
deducted so much of the debt as is estimated in the accounting period
to have become irrecoverable :

Provided that where in any accounting period a deduction under this section
is to be made as 1egards any particular debt and a deduction has, in any
previous accounting period, been allowed in respect of the same debt, the
appropriate reduction shall be made in the deduction to be allowed in
the saccounting period in question :

Provided further that if any amounts received or credited on account of any
such debt exceed the amount of the debts as reduced by the deductions
allowed under the foregoing provisions, the exocess received or credited in
any accounting period shall be treated as & receipt of the business in
that period;’.”

' D2
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[Mr. Sami Vencatachelam Chetty.)

Sir, lot roe at onoe tell the House that this amendment is an aetiral
reproduction of the recommendation of the Oodification Committee’s
Report. It will be readily conceded that one of the greatest causes of
irritation between the Income-tax Department and the assessees i® with
regurd to the calculation of bad and doubtful debts. The same has been
vefarred to in the Income-tax Inquiry Report in para. 85. The irritatian
ariges from the fact that the assessing officer is given unlimited powers in
regard to the culoulation of bad and doubtful debts. Assessees look for
eome improvement in this matter, but they find to their disappaintment
that the modifications made by the Select Committee ‘go to strengthen the
powers of the income-tax officers. Far instanoe, if you compare the pro-
vision made in the amending Bill and that in the Belect Committee's Re-
port, you will se= that the powers given to income-tax officers have been
enlarged, particularly with reference to the debt being incurwed in respest
of that part of his business in which the debt has been shown im a pre-
vious year. That is to suy, according to my understanding, #f any amount har
been lost in ome partieular kind of businees, it is only when an assessee
profit: in that particular line of business, it will be taken into acoouns, and
not with regard to the other lines of business that the assessee may be
carrying on. And also there are a few more words introduced in respeat
of banking and money lending business partioularly. It ie eaid 4hat ‘‘bad
and doubtful debis incurred in that part of the business, and in the case of
an asressee carrying on a banking or money-lending business, such sum ip
respect of loans made in the ordinary course of such business as the incoaine-
tax officer may estimate to be irrecoverable.”’. The implication of thoss
words, that is to say, ‘‘made in the ordinary course of such busimess’, .in
respect of a banking or money-lending business is pot clear. I cannot
undersiund in what extraordinary course an extraordinary debt can be in-
curred in respect of money-lending or banking business, and it is a matter
which requires explanation from the Government. Also, as I said. it Lbhe
power of determination whether & particular debt or part of a debt is had
or irrecoverable is entirely lofs 4o the mesessing officer, the ohances are that
the assessing officer will err mare on the side of severity than on the side
of leniency. It may aleo be said that-the assessee will return his deht in
his own favour. But it has been stated in the Expert Comuniittee’s Report,
now that you have provided for the losses to be spread over a number of
years, the matter is not one which would be as severs ns it would otherwise
have been. But the same argument may be stated in favour of the assessee.
If an assessee has over-estimated the debt, it can be discovered by the
aexaiuination of his account books in a later period. Therefore, there is nn
chance of the assessee escaping by bloating up his bad debts or irrecoverable
debts in a partioular year, except perhaps to the extent that he might try
to crme t0 be mesessed on a lower grade of taxation than atherwise, but
that ie a small difference, and it is just to avoid that kind of thing that =e
ought not to give large powers to a person who has no means of knowing
whether o particular debt is bad, doubtful or irrecoverable, at any rata,
no greater means of knowing the situation than the assessee himself. In
matters of this sort it is desirable that the assessee must be entrusted with
some confidence in regard to the estimetion of bad and irrecoverable debts
of his own concsrn. T am sure that the Government who are now perhaps
anxious to remove the causes of irritation between the Department and the
assessee will comply with their own promises by allowing the figures that
may- be given by the assessee to be accepted by the Department, because
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thers is no chance of the amount escaping tax sinoe it has got the power
of reapening the assessment in & number of years, and salso finding out
whether a particular debt has become really irrecoveruble by a successive
exaniination of the accounts. There is also no scope for the sssesses to
appeal against such caloulations, because no appesl cen Ye with regard
to the findings of fact, and if the meseasing officer aays that a particular
.Auty is not s bad debt in his opinion, there is no chance for the. asseasee to
appru! against it. Having regard to these circumstances, I degire that uhis
amendment should be accepted.
Mr. Premi@ent (The Fonoursble Sir Abdur Rahim):
moved : _
“That in pat (vi) of clause 10 (&} of the Bill, for the proposed clause (zi) the
following be subatituted : . ‘ _
N ‘(zi) such sum in vespect of bad and doubtful debt as is determived in the
following mannmer :

in respect of bad debt, whenever the debt arose, there shall be deducted

@ "o r]nuch of the debt as is discovered in the accounting period to have
become bad;

(b) in respect of a doubtful debt, whenever the debt arose, there shall be
deducted s0 much of the debt as is estimated in the accounting period
to have become irrecoverable :

Provided thut where in say accoyntipg period a deduction under this section
is to be made as regards any particular debt and a deductien thas, in any
previous accounting perind, been allowet in respest «of -the same dobi, Ahe
appropriate reduction shall be mede .in the deduction to be allowed in
the acqeunting period in quastion :

Provided further that if any amoumts received or credited on accoumt of amy
such debt exceed ithe smowmnrt of the debts ss reduced by the deductions
allowed under the foregoing provisions, the excess received or credited in
any accounting period shall he treated as a receipt of the business in

that period;’."”

Mr S. P. Chambers: I oppose this amendment, and I think I hud bett.
separate the various points made by the Honourable Member so as to clear
the issue. Firat of all, there i8 the question of who should decide whether
#ho bt is bad or not—who should estimate? That I think is the most
important point made by the Honourable Member. I think there is less
‘in that point than there appears to be at first sight.

Mr, President (The Honourable 8ir Abdur Rahim): The Honourable
Membar may continue his speech after Lunch.

The Assembly then adjourned for Lunch till Half Past Two of the
(louk.

Amendm =t

‘Thy Assembly re-assembled after Lunéh at Half Past Two of the Olock,
Mr. Deputy President (Mr. Akhil Chandra Datta) in the (hair.

Mr. 8. P. Ohambers: I was explaining that there were distinet points
made by the Honourable Member on this amendment which is numbered
265. The first was the question as to who should estimate the debt to be
tad or doubtful. The Bill, as at present before the Assembly, leaves that
to tHe income-tax officer and it is suggested by ‘the Honourshle Member,
a8 I understood him, that this gives him more discretion and more power
#hon be had before. In the absence of any specific provision for the allow-
ance of bad debts, bad debts are aHowsble and the onlv person who can
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edtimate it is the parson ing the assessment, that is to say, the incoms-
tax 9ﬁ1c3r. To that extent, therefore, there is no difference between the
existing law and the proposed law. The proposed law makes specific what
was inherent in the old law. Then, as to whether the income-tax officer
ought to have that power, I suggest that as there is a right of appeal to the
Assistant Commissioner and then in future, if the proposals for a tribunal
ars accepted, to a tribunal, there is very little in this point that the income-
tax officer has been given excessive powers. Somebody must estimate the
debt and the proper person, I suggest, is the income-tAx officer. .. The, only
other person, of course, who can estimate the debt would be the assessee
spd the mt_entlor} i8, of course, that in the case where a debt is doubtful the
asseases will estimate the extent to which it is doubtful and she income-tax
officer will then see to what extent he can accept that estimate when he is
making the assessment but the amendment is worded in o manner which
would make it necessary, I think, for the inoome-tax officer, in every case,
:racmlsrtag: aat:m::te l(:fn th:hassauee am]::l‘ that, I submit, is quite impro-
. un a8 e asseasee how m
Part (a) of the amandmantgreads: ueh fax ke wanis to pay.

“In vespect of bad debt, whenever the debt arose. there shall be deducted so
much of the debt as is discovered in the accounting period to have become bad.”

““Ag is discovered in the accounting period’' olearly means “‘as is dis-
coverod by the assessee in the accounting period'’, because the income-tax
officer does not see this matter until the assessment is being made which
of course is 1n the followin&ganr. That wording, apart from the objection
that it gives the assessee right to fix the amount of bad debt as high
or a8 low as he likes, is also defeotive in that it suggests that in both cases
[in (a) it is ‘‘discovered’’ and in (b) it is ‘‘estimated”] the discovery or the
estimate is to be done in the accounting period. That is ot,
I think, even the intention of the mover. I think what he
really means is that so much of the debt as is bad in the accounting period
or as i doubtful in the aecounting period, not that the estimate
or discovery should be made in the accounting period. As worded, it is the
eastimate which is made in the accounting period and not the debt which
is bad in the accounting period. That is merely a drafting point but at the
same time, apart from ing, there is this further objection that if the
question of estimating & debt to be bad is made a question of fact, which
has been done by the assessee in an acoounting period, that would preclude
the income-tax officer from exercising any judgment whatever and would
also preclude the appellate authority from revising anything that the in-
come-tax officer may have done on that point. That is the important
point T think on the question of estimating the position i8 not so severe
as the Honourable Member imagines. There is the right of appoal and if
either the income-tax officer or the assistant commissioner fails to apply
his mind to the facts, then, there would be a right of reference to the High
Court on the ground that the decision was taken without evidence. 8o,
I think the assessee’s intereste are fully safeguarded in the original
claude. "

Then, the next point made by the Honourable Member was that the
wording of the clause of the Bill is obscure. For that reason, I had better
explain the wording in detail. The words of the clauss are: P

“When the assessce’s accounts in respect of any part of his.buniness, professiss
or vocation are not keit on the cash basis. . .. .” -
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Then, there should be allowance for bad debt. That part of the clause
is intended to prevent & double allowance, where it would arise if the
assessee’s books are kept on the cash basis. Perhaps I can give an illus-
tration. If a merchant who is selling goods is being assessed on ths amount
he receives from his customers, then no question of bad debts arises and if
one deducts from the amounts he actually receives the amounts of debts
which he does not receive, we have a double deduction, because we have not
included in the receipts or in the income of the business that part of the
debt which has subsequently been proved to be bad. For that reason
where books are kept on the cash basis it is not necessary to have an allow-
ance for bad debts, because when the debt is bad the allowance comes in
automatically in the non-inclusion of what otherwise would have been
a receipt when the money did actually come in.

Then, there is a specific addition made in the Belect Committee and Lhe
words are underlined in the Bill:

“incurred in of that part of his business, and in the case of an assessee
ing on s banking or mmegu:mding. business, suck sam in respect of loans made
m ordinary course of such iness.”’

Mr. Sami Vencatachelam Ohetty: In respect of that part of his
‘business ? -

Mr. 8. P. Ohambers: If he has several businesses, he may keep part of
his books in cash and part on a mercantile basis, as I understand is the
common practice in the south of India., We are saying that in respect of
that part which is kept on the mereantile basis and not on the cash basis,
an allowance for bad debts shall be given. In respect of that part which
is kept on cash basis, no allowance shall be given.

Mr. Sami Vencatachelam Ohetty: It does not refer to different lines of
business ?

Mr, 8, P. OChambers: The words are quite clear. That part of his
business means that which is kept on the cash basis. Banking and money
lending are entirely different matters and have nothing whatever to do
with the words ‘any part of his business’. Where a money lender keeps
his books on the cash basis, then we have a set of circumstances which is
very different from the circumstances which arise in the case of a man
who merely sells goods and whose receipts from the sale of goods
constitutes his sole income. 1n the case of a money lender he may bring
the interest in on a receipts basis and in respect of that interest clearly no
bad debt could be allowed because as in the case of the ordinary merchant
the receipts do not include such part of the interest as has not in fact been
received. But over and above that it is necessary to provide for loss in
such cases, not only for the loss of interest but for the loss on the loan on
the capital sum itself. In other businesses loans and capital sums are not
allowable deductions. In the case of a bank or money-lending business,
these loans or other sums represent part of what might be called trading
gtock of the business 8o that in the case of the money lender even if he
keeps his books on the cash basis, allowance must be made for so much
_of the loans as proved to be irrecoverable. For that reason these addi-
tional words are necessary. I think I have met the chief pointe miade by
the Honourable Member. 8ir, I oppose the motion.
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Mr. Deputy Presittent (Mr  Akhil Chawdra Dutta): The tmestion is:

“That in part (vs) of clause 10 (3) of the Bill, hmw#mﬁ)&t
Tollowing be subatitutal :
‘(%) such sum in respect of bad and doubtful debt as is determined in the
following rmunner : , sod
in respect of bad debt, whenever the debt arose, there shall be uoted
@ L 'mdhool the d.imt. as is discovered in the wcoounting period to have
lencome lond ; .
(®) in respect of a -doubtful deti, whwnever the debt a there shall be
dedected )

#e mach of the ‘Bdst s e watinettedl i Gre wobotmting perioll
to have hesome irrecovessble : N '

Provid-d that where in any woodunting period a deduction nnder this section
is to be made as regands smy puriioefler debt xnd & delluction has, in any
previous accounting period, been allowed in of the same debt, the
approprinte reduction stinlf Be wiade in ‘tha fon to bBe dllowed in
the accounting period in question : '

Provided further that if any amounts received or credited en acceusmt of any
sach @ebt rxceed the amount of the debts as reduced by the deducliems
dllowed under 'the foregoing provisions, the sxcess received or credited ini
any accounting period shall be treated as a receipt of the busi in
that period;'."”

The motion was negatived.

Mr. M. Ananthasayanam Ayyangar (Madrus ceded Districts and
Chittoor: Non-Mubsmmadan Rural): 8ir. 1 beg to move:
a0t o O) g 1 e B, o, e

use (xi), for ! ' n y wo! ‘due
assessee’ be rubstituted.'’

Bir, in the same clause which maker sllowanves for had and doubtfyl

debts, there is an error which hse crept in and the language used there i»
not happy:

“when the assessee’s accounts in respect of any pmt of his business, prufession or
vocation are not kept ou the cash basis such sum in respect of bad and deubid
debts incurred in respect of that pait. . . ."

If “‘incurred '’ applies to the word ‘‘sumn’, it is not quite proper. On
the other hand the word has crept in on account of the last words **doubtiul
debts’’ in the place of the word ‘‘incurred’’. I. therefore, should like to
ittroduce the words ‘‘due to the assessee’’ in which case it will apply t»
the sum which has gone in advance and which also relates to ‘‘sushk
sum’’ which comes later on. This is purely formal with a view to clearing
some doubts that might anse otherwige. Sir, I move.

Mr. Peputy President (Mr. Akhil Chandra Detta): Amendment moved :

“That in pert (vi) of sab.clause (b) of clause I0 of the Bill, in the pmpaz
olause (xi), for the word ‘inourred’, cccurring in the #fth ke, the words ‘due to
asecasee’ be substituted.’’

The Honourable Sir James Grigg: Guvernment have no objection. #
the House desires, to accept this amendment. &
Mr. Deputy President (Mr. Akhil Chendra Datéa): The question is:

. “That i ) of wabiel 5) of chewse 10 of e BMll, im ¢he propeesl
ot ot oonciag 16, (he 14 live, the werds We @' W
asiimiee’ be substitated.”’ T

The motion was adopbed. 4
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Mr. & ¥. Shoehy: Sir, I beg to move:

“That in part (vi) of sub-clause () of clause 10 of the Bill, in the proviso to the-
pmpowd' :i'huu (x), after the word ‘debt’, wherever it occurs, the mJ; “or loan’ be:

Sir, this amendment is consequential on the change made by the Select
Committee in sub-clause (xi) of sub-section (2) of section 10 of the Act.
The Select Committee has, in additian to the allowances to be made for bad
and doubtful debts, made an allowance for irrecoverable loams in a bank-
i.ﬁ or moneylending business and consequent on that change thisx change
which we propose now should b¢ made in the proviso which as amended
prowides : .
“What if the amount uitinuitely recoversd on any such debt or fomn is gresber
than the differenoe between the whele debt and the amount so silowed, the sxoems. . . ."

This is merely a cansequential amendment. Sir, T move.

Mr. Deputy President (Mr. Akhil Chandra Datta): The question is:

“That in part (i) of sub-clause {6) of clause 10 of the Bill, in the iso 4o the
Plvp::e;‘.! Siwu- (i), after the word ‘debt’, wherever it oceurs, the “or lohd’ be:
mserted .

The motion was' wispted.

-. ’o N, w: Sil', 1 beg to_ mowe :
“That in part (rvi) of sub-clause ¢6) of clause 10 of the Bill, after the proviso to-
#he proposcd clause (zi) the following further proviso be added :

‘Provided further tbat if at the time u debt or loan proves bad or doumbtful
the business to wkich the said debt or loan relates is no longer in.
exislonoe the assessee is to be allowed to set it off agwinst - of: oiher
buginess or incomes under other heads in aocordance 'with section 84'."

8ir, the present rule is that bad debt claims can only be maintained
during the continuity of partioslar business, but if the business ceases 6
exist then bad debt cluims cannot be maintamed in respect of thet
business. There ought not to be this distinction and the grievance which
Has been a long standing one should now be removed.

Mr. Deputy President (Mr. Akhil Chandra Datta): Amendment moved:
“That in part (i) of sub-clause (&) of clause 10 of the Bill, aiter the proviso io-
the proposed olause (zi) the following further proviso be added :

‘Provided further that if at the time a debt or loan proves bad or .doubtfal
the business to which the said debt or loan relates is no longer in
existence the assessee is to be allowed to set it off against profits of otHer
business or ineomes under other heads in accordance with section 24°.""

Babu Baljnath Bajoria: Sir, I rise to support this amendment. A$ the
present moment, there 18 a practice which i8 a very bad pructice that as.
long as a certain businems is continued then bad debts relating to bthet
buginess may be allowed. But when that business is closed, then the bad
debt velating to that business is not sllowed to be :carried forward. I do
avt ‘'undersiand how the closing df a business makes the debt bad or good.
Whea the business is olosed, then ithe bad debt becomes worse still' because:
it beeemes maueh more diffioult to realise the bad debt shen. S8ir, .in my
apision 4t is a very loig stending grievance and this ameadment will giwe-
t soguived relisf. I .commmend this amsmdmeat for the -acceptance of.

House. st
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Mr. 8. P. OChambers: Sir, I have to oppose this amendment also. “The
Honourable Member, 1 think, almost answered himself by saying he did
not see why a loan of such a kind should not be oarried forward. The
answer clearly is—why oarry forward separately one expense of a business
distinctly from any other expense? 1f I incur other expenses, why can't I
carry those forward. Elsewhere in this Bill there is a proposal to carry
forward losses of business und T suggest that debts whether they are bad or
doubtful are really on exactly the same footing as any other expenses.
If the losses should be carried forward and if this House passes any amend-
ment to carry forward the losses where the business hag been discontinued,
then, of course, to the extent the debts are bad thev will be carried forward
also, otherwise, I suggest that we only allow in arriving at the profits from
.any, source the expenses incurred in earning the income from that source
and that when a source of income hss been finally extinguished, any furthes
losses are losses of capital and cannot be allowed because there is mno
business or no specific item of income against which they should be
.allowed. I oppose the motion.

Mr. Deputy President (Mr. Akhil Chandra Datta): The question is:
“That in part (vi) of subclause (b) of clause 10 of the Bill, after the proviso to
“the proposed clause (zi) the following further proviso be added :

‘Provided further that if at the time a debt or loan proves bad or doubtful
the business to which the said debt or loan relstes is mo r i
existence the assesszo is to be allowed to set it off agsinst ts of other
business or incomes under other heads in accordance with section 94'.”

The motion was negatived.

Mr. Badri Dutt Pande (Rohilkund and Kumaon Divisions: Non-
Muhammadan Rural): 8ir, T beg to move:

“That in sub-clanse (c) of clause 10 of the Bill, in the proposed sub-section (5)
'hﬂnwords‘whwh'.maandmmw“mﬁlewd

swrgical equipment’ be substituted."

Sir, my amendment is plain enough. In the long list of allowances
from pages 86 to 89 of the Income-tax Manual the words ‘scientific
apparutus and surgical equipment’ are not to be found. The doctors are
experiencing great difficulty because in paragraph 2(iii) of rule 8 optical
instruments are included but surgical and scientific apparatus are not so
included. The position is that some Income-tax officers make an allow-
-ance under Rule 2—machinery plant or furniture—of five per cent., but
-other Income-tax officers, who are very strict, do not make any allowance
for them. S8urgical instrumente are highly susceptible to damage and, 1
am told, that they become useless after two or three operations. Sir, I
want to say one thing sbout this matter which- is rather serious. An
Income-tax officer went in this very city to a very talented doctor fot
medical advice. The doetor examined him and then the Income-tax
-officer asked him what his fee was. The dootor said, '‘Myv fee is so much.”’
The Income-tax officer paid his fee there and then. When the doctor
went to the Income-tax officer’s court, he said in the open court: ‘‘No
Income-tax officer pays a fee; so yon will not get any allowance, now it s
my turn to assess you'’. That was the damaging statement which he
made in the open court, here in this very oity. Bo, I think that theds
words ought to be inserted in this list of sllowsnces, and I commend my
-amendment to the House. SRR
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Mr. Deputy President (Mr. Akhil Chandra Datta): Amendment moved :

“That in sub-clause (¢) of clause 10 of the Bill, in the proposed sub-section (5),
for the words ‘or books’ a romma and the words 'books or scientific apparatus and
surgical equipment’' be substituted.’

Mr. Husenbhai Abdullabhai Laljee (Bombay Central Division:
Muhammadan Rural): 8ir, I rise to support the amendment but before I
do 8o T would certainly appeal to the Leader of the Opposition to tell us
kindly whether some understanding or undertaking in the Belect Com-
mittee or otherwise has been arrived at with regard to this clause hecause
I find that a very important amendment that was moved by my friend,
Mr. Manu Subedar, who represents a most important constituency and
which was seconded by my friend. Sir Homi Mody, was withdrawn.

The Honourable 8ir James Grigg: Will the Honourable Member allow
me to explain the position?

Mr. Husenbhai Abdullabhai Laljee: I am very sorry 1 cannot allow the
Honourable Member to interrupt me because T am very serious about this
question.

Mr. Bhulabhai J. Desai: On a point of personal explanstion, Bir. My
Honourable friend is entirelv under a misapprehension. I am sorry he
was not present . . .

Mr. Husenbhai Abdullabhal Lalfee: 1 was present.

Mr. Bhulabhai J. Desai: Then I am afraid he did not understand why
it was withdrawn because it was distinetly understood that the principle
for which those two amendments stood was accepted by the Government.
All that they pointed out was that the particular form in which it was
there stated was such that it required correction and they Wave given a
definite undertaking to this House that an amendment carrving out the
principle would actually be moved by them.

Mr, Husenbbal Abdul'abhai Laljee: I understood that very well at that
time and T repeat ngain that it will be much better in the interests of the
House and in the interests of the general public that an understanding
that may be arrived at must be disclosed and before a Member of his own
Party is asked to withdraw, the Honourable the Leader of the Opposition
should make it quite clear whether he wants that amendment to be moved
or not. I ask in nll earnestness whether the Mover of the present amend-
ment will be asked later on to withdraw it or whether further discussion
will be allowed. I quite agree with all the arguments that have been
advanced by my friend, Mr. Badri Dutt Pande, in regard to the surgical
instruments but T do not agree with him and with many other Honourable
Members when they level their charges against the Income-tax officers and
their staff as they do. These Income-tax officers do their duty very well
indeed and T am really proud of them because they do their duty so
conscientiously even against the public opinion. At the same time, I do
want that they may be told that what is intended is an honest way of
finding out the taxes. That is all I wish to sav and I support the amend-
ment moved by my Honourable friend.
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Qaxl Mubtmmad Abhmed Kasmi: Sir, 1 rise to swpport tise amend-
ment of Mr. Badri Dutt Pande, not on the grounds mentioned by my
triend, Mr. Husgenbhai Laljee, but directly and to that I want to add a
complaint of the legal profession that books are allowed, but the journsia
are not allowed.

The Honowrable Sir James 8uigg: Not the Hindustun Times'

Qasl Muhamamad Ahmad Easmi: Thet is o newspeper. 1 am t.alku;g
whout legei journals. 1 went that the law journals wmay also be includ
in this hist. There is another amendment which stands in name and
it will not be proper to move two amendmants wparaﬁe!y.m{f the Gov-
ernment ig agreeuble to pud inthe lsw journals and the'law reports uiso,
then it will be sufficient to meet the needs both of the medical profession
as well as the legal professien.

Mr. J. ¥. Bheely: In regard to journals, in so far as they are in the
s ra. D8ture of books they are allowed under the amnendment, but,
in 80 far as they are not hecks they nre not n proper subject.

for - deprevistion.

, Qaxi Muhammad Ahmad Kazmi: | may just explain. I am referring
¥o ‘those law reporte which coritain decisions of High Courts.

Mr. J. ¥. Sheehy: We think that is covered by ‘‘books’’. As regards
the amendment of Mr. Pande, we shall raise no objection to it provided
he iz prepared to substitute a commma for the ward “or”". -

‘,H'r.'l BedH Dutt Pande: 1 accept that. N

Mr., M. 8. Aney (Berar: Non-Muhammaden): Frvery law haok
becomes obsolete within three years. and sn the rate of depreciation alsp
should be carefully considered.

Mr. Deputy President (Mr. Akhil Chandra Datta): The question is:

“That in sub-clause (c) of clause 10 of the Bill, in the propessd seb-section (6),
for the words ‘or books' a comma and the words ‘books. uaentlﬁc apparatus and
surgical equipment’ he substituted.”

The motion was adopted.

Dr. P. N. Banerjea: Sir, | beg to move:

“That in sub-clause (c) of clause 10 of the Bill, in clause (&) of the propoud aab-
section (5), for the word ‘allowable’ the word sllowed’ be substituted.’

This word ‘'sllowable” was substituted by the BSeleet Committee for
the word ‘‘allowed’’ which existed in the ongmnl Bill, and this is a re-
actionary proposal so far as the assessees’' interests are concerned. The
object of my amendment is to enable the sssessee to claim depreciation
in the subsequent year in case he fails to claim it during the year. Sir,
a claim for depreciation is a reasonsble claim and if through unintentions¥
omiseions or through his inability to compute the amount of depreciation
be does not claim in a particular year he should not be debarred from

1 in the subsequent year. Therefore I urge that the worll
“‘allowed’’ be aubstituted for the word “‘aflownble’’. Rir, T move.
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Mz, Daputy Pueaidapt (Mr. Akhil Chaandra Datta): Amendment mewed :

. sbrclanse (q) of clausa 10 of clase (b) of the proposss sub-
mm, for the vnrd{qlslbmhle the word am be. !Mt’mhd " “

Mr. 8. P. Chambers: Sir, I oppose this smendment. If the Hogpur-
atle Member will look at the proviso to sub-clause (b) he will see that
to the extent that any depreciation has not actually been allowed relief
is given in the proviso, that is to say, to the extent to which that de-
preciation relates to the yaar prior to the first day of April, 1989. That
[ think deals with all the depreciation for past years where there is any
legitimate claim to an allowance, because in such a case the allowance
was not effectively made owing to the absence of profits. There are other
cases in which the allowance is not effiectively made for depreciation, but
in these cases. I submit, that no allowance should be made and we should
oot put the assessee in a better position than the assessee who has fur-
nished particulars and claimed a depreciation in the proper year. To the
extent that we should carry forward depreciation it is provided for both
in this proviso and also in the carry-forward of losses section. The
amendment which the Honourable Member has now moved would have the
effect of allowing a person o claim, in a later year, depreciation on a larger
sum becsuse he failed to comply with the rules in the earlier years. And
that I submit is quite a wrong eonclusion in this matter because it would
mean that an assessee cou!d, if he chose or if he found it suitable, fail
to claim the depreciation in years in which his profite were low and wait
until the year in which his profits were much higher and then claim the
depreciation on the lu?her amount in s subsequent year. In other words,
this amendment would put a premium on the dishonest or doubtfully
honest assessoe at the expense of the honest sssessee. For that reason
1 oppose the rnmendment.

Mr. Depnty President (Mr. Akhil Chandra Datta): The question is:

“That in sub-clanse (¢) of clansc 10 of the Bill, in clause (b) of the proposed sub-
section (5), for the word ‘allowable’ the word ‘allowed’ bs smbstituted’

The motion was negatived.

Dr. P. N. Banerjea: Bir, I beg to move:

‘‘That in sub-clause (r) of clause 10 of ths Bill, in clanee (c) of the proposed sub-
nection (5), for the words ‘applicable to the asseta’ the worde ‘actually nrlmred to the
agsessee on the asseis’ be substituted.”

The clause, as it stands at preeent, takes it for granted that ap
assessee has been allowed depreciation on ocertain assets even if he may
not have cluimed an allowance in the past for some reason or other.
As T urged in the previous case I think that if depreeiation has not
actually been claimed and a'lowed the assessee should get it in a subse-
quent vear, and this would be very fair and equitable. 8ir, T move.

Mr. Deputy President (Mr. Akhil Chandr Datta). Amendment moved :

“Tkat in sub-clause (¢) of clause 10 of the Rill, in clause (c) of the proposed sub-
section (5), for the words ‘applicable to the -\uebs’ the words ‘actuslly nﬁmd to the
asnenseo on the aseets’ be substituted.'’

Mr. B. P. Ohambers: Sir, I oppose this amendment, and I do so om
exactly the same grounds that T opposed amendment No 2‘18 and for M
reason I have nothing further to addl.
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Mr. Deputy President (Mr. Akhil Chandra Datta): ' Thequestion s :

**That in sub-clause (c) of clause 10 of the Bill, in clause (¢) of &ho.nr:pmad sub-
section (5), for the words ‘applicable to the assets’ the words ‘actually allowed to the
sssessee on the assets’ be substituted."

The motion was negatived.

Mr. Deputy President (Mr. Akhil Chandra Datta): The question is:
“‘“That clause 10, as amended, stand part of the Bill."”

The motion wag adopted.
Clause 10, as amended, was added to the Bill.

Clause 11 was added to the Bill,

Mr. Deputy President (Mr. Akhil Chandra Datta): The question is:
““That clause 12 stand part of the Bill.”

Maulvi Abdur Rasheed Ohsudhury: Sir, I move:

“That in part (@) of sub-clause (b) of clause 12 of the Bill, after the word
‘assessee’ the words ‘not including supervision or inspection expenses necessary for
earning such income, gain or profit' be inserted.””

Bir, the object of my amendment is that personal expenditure should
not be inc'uded in the return of income. Honourable Members are quite
aware that in order to earn some income or gain, it is absolutely neces-
sary that a close supervision is exercised over all operations. I was under
the impression that imspection charges were legitimate expense for the
purpose of assessing to income-tax, but a case just occurs to my mind in
which ‘year before last one income-tax officer refused to allow a certain
railway fare to be allowed for inspecting factories lying at a distance of
some fifteen miles from his headquarters. This is a ve#y technical sub-
ject, and it is very difficult to be absolutely sure about the matter, but I
think that such expenditure which is abso'utely necessary for earning a
particular eource of income, such as a railway or a motor fare should be
allowed for. I would, therefore, propose that my amendment be adopted.
8ir, I move.

\.

Mr. Deputy President (Mr. Akhil Chandra Datta): Amendment moved :

“That in part (n) of sub-clause (b) of clause 12 of the Bill, after the word
‘esseosee’ the words 'not including supervision or inspection expenses necessary for
earning such imcome, gain or profit’ be inserted.'’ ‘

Mr. J. . Sheehy: Sir, I oppose this amendment. I can assure the
Honourable Member who has moved the amendment that railway fare,
incurred for the purpose of business, is allowable and if the income-tax
cfficer disallows it, he i wrong. The Honourable Member's amendment
does not add anything to what the new section already gives. The
section says that such income, profite and gains should be computed after
making a'lowance for any expenditure not being of the nature of capital
expenditurc incurred solely for the purpose of making or earning such
income, and the Honourasble Member's amendment is going to exclude
supervision or inspection expenses necessary for earning such income.
That is not better than the wording of the section as it already stands,.
and for that reason I oppose the amendment.
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Maulvi Abdur Rasheed Ohaudhury: BSir, my doubt has now been re-
moved, and I would beg leave of the House t6 withdraw my amendment.

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

1%2 Deputy President (Mr. Akhil Chandra Datta): Amendment
No. .

Babu Balfnath Bajoria: Bir, | have given notice of a similar amend-
ment to Mr. Kazmi’'s this morning. I was under the impression that Mr.
Kazmi would move his, but I now find that he is not moving it. 8o I
would like tv move mine.

Mr. M. 8. Aney: On a point of order, Sir, I really want to under-
stand the meaning of the word ‘‘nofice’’ with regard to amendments.
Is notice intended with reference to the nature of the subject-matter
which is tc be discussed before the House, or is it intended to know who
is the man that is going to discuss the question? I find that the rule is.
being interpreted with a view to debar men from bringin% up amendments
for giscuasion of which due notice has been given by other Members. If
the subject-matter ig known, then a sufficient time has already been given
to the Honourable Member to consider the matter and to come prepared
with what they have to say. As the matter has been before the Honour-
able Member for a sufficiently long time as required by the rules, I do
not think it would be proper to rule out the amendment on the ground
that sufficient notice has not heen given. I, therefore, submit that you
will kindly consider this point before giving a ruling.

Mr. Bhulabhai J. De#ai: It is entirely a matter for your discretion
and surely nobody can complain that on this particular matter Government
is taken by surprise. It wou'd be straining the rule rather too much to
say that merely because another man gave notice of this that therefore
this man should not have an opportunity.

The Honourable Sir James Grigg: Sir, I submit that it is of importance
as to what. is the name that stands behind the amendment. For example,
there are border-line cases in which if the amendment is put down in the
name of one Honourable Member, Government might wish to refuse it,
if it were put down in the name of another Honourable Member, then
Government might want to promise to consider it or to accept it, and I
suggest that the mere question of ‘‘notice to Government'’' does hot entirely
dispose of the question.

Mr. 8. Satyamurti (Madras City : Non-Muhammadan Urban): Sir, the
very argument of the Honourable the Finance Member, I submit, is in
favour of notice being waived, without regard to personalities. No Govern-
ment ought to be given, by a ruling of the Chair, power to refuse to discuss
a matter, not on the merits of the amendment, but on the merits of the
person moving the amendment;; I think this House is entitled to protection
at your hands. The Standing Order gays that unless two days’ notice has
been given of any amendment, any Member may object, and if he does, it
ig for the Chair either to suspend or not to suspend the Btanding Order,
and my submission is that this amendment has been given ample notice of.

' "'".That- part (b) of sub-clause (b) of clause 12 of the Bill be omitted.”
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[Me 8. Sakpanvers. ]

HFvery section of this House knows what it is about, and siraply Because one
Member does met move it amd another Member wands to mave ik it lnot.
right that this should not be allowed. I am not saying nnytlu.n-‘l

mewite now. | mmlyﬂhngthahmbudpaﬂhosﬂn nmnu
for the Government Member to say that ‘‘if A moves it, we will acoept. i.
and if X will move it, we will not aceept it'’. I, tharefore, beg of you to
suspend the Standing Owvder.

8ir Cowasji Jehangir: Sir, if the contention put forward by the Honour-
able the Finance Member be correct, that Governmept are influenced b
names of the movers and not by the merits of the case, then I submit that,
if the ruling is to be that the mower is to be the unpurhmt factor and not.
the amendment, the Honourable the Finance Member ought to lay on the
table of the House the names of Honourable Members who are in his good

ces and whose amendinents he will accept or consider. Then, this

use would be in 8 better position to move amendments to Bills. There-
fare, Sir, I rise at this stage before you give a ruling. 1If your ruling
bappens to be that the mover is to be the most important fuctor, then you
will also rule that such a list us I have suggeeted be put on the table of the
House.

Mr. Deputy President (Mr. Akhil Chandra Dattsa): Mr. Bajoria wuents to
wove an amendment identical in terms and substance with amendment No.
382. It is objected to on the ground that the particular amendment in the
name of Mr. Bajoria was not given notice of two clear days before. It bas
been argued ou the one side that tlw name is quite immaterial, as to who
the Honeurable Member is who gives natice, and it is argued that the
wmatter and substance of the amendment is the real material conade;atmﬂ
On the other side, it is argued that the nsme is algo material. . . .

I! M. 8. Anoy: That was said humerously.

Deputy President (Mr. Akhil Chandra Datta): The Chair does not
know whether this contention has been put forward seriously. 1If it is
seviously put forward, then the Chair is dzgmtely of opinion that the name
is sbeolutely immaterisl. The Btanding Order on the subject fSoes not
rmake any reference to the name of the Member : it only save and that for
very good reason that it should not spring a surprise upon any portien of
the House and, therefore, notice should be given of the matter of the
amendment. Phe Chair has been asked to suspend the Bt Order;
but the Chair should think it is not a question of suspending at sll. That
question has not arisen on this occasion. It arises only when notice is nod
given; but in thig case, notice has already been given as regards the amend-
ment to be moved, onlv not in the name of this particular Honotrable
Member. The Chair, therefore, holds that Mr. Bagonas amendment is
quite in order.

Babu Baljnath Bajoria: Sir, it may be that I am flogging a dead horse ;
anyway let me see whether I can make it rise again. I beg to mave:

“That part (b) of sub-clause (5) of clause 18 of the Bill be omritted.”

This is an important amendment. Tt secks to delete sub-clause (&) al
saetion 12 (2) which reads:

“no allowance shall he madn on acconnt of :
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I do not understand why if a person in British India borrows money
from a person outside British India—say from an Indian State—and pays
interest on that, he will not be allowed:to deduct the amount so paid from
his assessable income. It may be argued that I should deduct income-tax
from the person to whom I am paying interest, but, probably, if the
amount of interest is too small and if it is not chargeable to income-tax,
then how will the party to whom I am paying interest agree to the deduc-
tion of the income-tax from thdt amount? It wilk also restrict credit. It
will -also restrict my powers of borrowing from a market where I can get
money at the cheapest possible rate. - BSuppose I can get money from
Bikaner or. Travancore at three por cent. and suppose people in Calcutta or
Bombay will not advance any money at less than five or six per cent., why
should I be restrieted from borrowing? -

An Honourable Member: You are not restricted.

Babu Baijnath Bajoria: I am restricted to this extent that I will have
to pay income-tax. I know there is no provision forbidding me to borrow,
but it amounts to this that I will have to pay income-tax on the interest on
the amount which I borrow. §o, I think that in the ordinary course of
business, if I borrow from any party and it is a bona fide transaction, that
interest should be allowed to be deducted. Sir, I move.

Mr. Deputy President (Mr .Akhil Chandra Datta): Amendment moved:
“That part {Ib‘i of sub-clause (b) of clause 12 of the Bill be omitted.’

. Mr, 8, P. Chambers: Sir, I oppose this amendment and I would first
like to draw the attention of the House to the fact that precisely the same
point was raised on clauses 9 and 10. In particular, if one looks at amend-
ment No. 236 on clause 9, the same amendment was moved by Mr. Kazmi
there and was rejected by this House. . . . .

Sir Cowasji Jehangir: That was on drafting grounds: this is on merits.

~ Mr, 8. P. Ohambers: It is exactly the same point and if it is the wish
of the House T will repeat the explanation which I gave then and that was
Just this; that where a source of income in British India is assessed in
British India and payment is made out of that by way of interest, if the
contract is made in British India, then the other provisions of this Bill, in
particular the provisions of clause 19, provide that tax shall be deducted.
If the contract is made outside British India then no tax can be deducted
and it would be a very simple matter to avoid tax on income which really
ariges in British India by arranging for the contract to be made outside
British India; and, therefore, we propose that in each of these clauses—9,
10 and 12—where the assessee makes a contract outside British India then
the interest payable under sruch a contract shall not be allowed as a deduc-
tion. In effect we say that this income ariges within British India even if
it in ultimately pavable to a non-resident and, therefore, some tax should
be paid upon it and it is for the paver of the interest to see that matters
are 8o arranged or rather not so arranged that tax escapes on this income
arising in Dritish India and therefore we have provided that where the con-
tract is made outside British Indis. no allowance shall be made in comput-
ing the income of the payer under clauses 9, 10 and 12. For these ressons
T oppose the amendment. '
- »
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Mr. M. 8. Aney: Sir, it is somewhat anomalous to understand this.
As u matter of fact, on the one hand the law proceeds on the basis that even:
profits’ made outside British India should, in some form- or other, be in-
<cluded in the income-tax for taxntion, but if, on the other hand, there are
certain liabilities to be met outside British India for income wade in
British India, they should be excluded for the purpose of income-tax. When
you.don 't allow any interest whiech is paid oubi of British  India to be caleu-
lated, you are in & way not allowing-me- tn-telte into aceount the liability 1
have got to meet outside British Indis, snd yet, if 1 make seme profit in
British India on the capital borrowed from outside, there are provisions:
here to take them into account for the purpose of taxetian. It ia a tex om
gross profits and not on net profit or incowne. Sir, it is keally & very anoma-
lous position. 1 think the House should: look at the question. more care-
fully and T hope that it will easily see that there is more logic in admitting
ar amendment like this than rejecting it summarily, '

Mr. J. ¥. 8heehy: Sir, 1 may suy that interest on money borrowed
outside British India for the purpose of business outside British India does
not come under this elause, because it is not’ interest chargesble under
this Act.

Mr. M. 8. Aney: What difference does it mnke between interest ar
suws “Gorrowed outside British India or borrowed in India for pumpose of
business in India.

Mr. J. F. Sheehy: Only interest chargeable will be disallowed.

8ir Cowasji Jebangir: S8ir, the point that Mr. Bajoria hae rained is &
‘very simple one which Mr. Aney has emphasised. The point is this,
namely, if a man ig resident in India and! does business in' India, snd for
purposes of business, he borrows money in' England and does husiness with
it here, and if there is a profit out of that businesg which is conducted on
1hat borrowed money. then you will charge income-tax on it, but you will
give no allowance in business for the mondes borrowed, becauss it is borrow-
ed outside British India. The point of the Government is quite simple. 1t
is, that if monies are used in India for which interest is paid, that interest
‘should be chargeable to income-tax; you should be able to get your income-
tax on the amount borrowed outside India and used in India. That is a very
legitimate object of Government, I admit; but at the same time, it appears
1o me it would work ns a hardship on the assessce. He borrows money and
pays interest on it; you don’t allow anything for that interest, because he
has borrowed it outside British India. If he makes a loss on that husiness,
it is his loss; if he makes a profit on the business from the monies horrow-
ed from outside British India. you will charge hisn income-tax on his ppofita.
Bir, it does seem rather hard when you look at it from that point of view.
Monies are horrowed outside Britiash India for businers to be done in British
India, and up to néw all allowance was made us if that money had been
borrowed in British Tndia, and the interest that you paid on that horrowed
money wag given credit to in your business accounts made for income-tax
purposes. - To deprive the nasessee of thot.privilege in the future does
appear to be rather hard. It never struck e in that light before. T frank-
Iy admit it. T( strikes me now that thek is @ bardship. You try to get hold:
of the incoma-tax and you also try to grab.the income-tax on the intevest of
that money which does not belong to a resident in Indie; but vow handicap
the assessee who is a resident in India and out of whose profits you live;
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the very existence of income-tax is from' profits made by people ‘on-their
Ausiness. 1 think it is a point worth considering, and I would ask the
Honourable the Leader of the Opposition to devote his mind to
that uspect of the cuse, because there may be u lurge number of firms who
may be hit hard, firms who may be doing business and making profits in
India and paying income-tax on those profits, but those profits are due to
momies borrowed from outside British India.

An Honourable Member: And borrowed at u lesser rate.

Sir Cowasji Jehangir: Yes, and you will be cutting your nose to spite
vour face. Under these circumstances, I do think that the matter requires’
further consideration.

The Honourable Bir James @rigg: Sir, the point is quite a simple one.
1f a man in Tibuctoo lends money to a business man in India, the interest’
-on that money ariges in Indiu, and it should be taxed; but if the owner or
the receiver of the interest is abroad, it may not be possible to get at him
and tax him, so that we make the borrower tnhe agent for deducting the
tax, and the machinery of doing it is not to allow him this deduction in his
accounts. Tf he borrows in India, the question does not arise, because we’
can get at the receiver of the interest, but if he happens to be a receiver
abroad, we cannot get at him and a good deal of interest would be lost. 1f
vou like to say that this is an inducement to people not to borrow abroad, it
<ertainly is, and it is intended to be so.

Sardar Sant Singh (West Punjab: Sikh): Sir, 1 fail to understand the
-explanation of the Honourable the Finance Member on this point. Let
us take the illustrution which the Honourable Member has given, and
let: us suppose that a man living in Timbuetoo is an Indian, and let us also
suppose that the present accrual basis scheme continues. If I borrow
money from Timbuctoo from an Indian, the Finance Member proposes to
charge income-tax on an accrual basis from the Indian living in Timbuectso
and yet he without giving credit to me proposes to charge income-tax
from me as well.

The Honourable 8ir James Grigg: You don't charge a tax on the interest
in Timbuetoo on an accrual hasis, but on the interest paid in India on the
arising basis.

Sardar Sant 8ingh: Then the accrual basis should go. On the one
hand you keep to this on an accrual basig, you are charging on the incomes
of residents living abroad; on the other hand, when the same thing is
borrowed from those persons, you charge income-tax to them. Why
should you not allow the income-tnx to be deducted in the case of people
who borrow money from those persons? )

Then, the second point which is not clear is this. Tf the noney is
to be horrowed in India at a higher rate of interest and if onc can get
money at a cheeper rate from abroad, the Income-tax Department stands
to gain by the larger amount of income-tax that it realises from the profits
of the amount borrowed. T really cannot follow the logic of thowe people,
unless the logic is of the Jew who wants to get money either way without

losing anything from his own pocket. ,
B2
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- Mr. Bhulabhai J. Desai: Mr. Deputy President, in view of the observa-
tions made by my friend, Sir Cowas}i Jehangir, I owe it to the House to
explain what 1 understand by this irrespective of what the Honourable:
the Finance Member said, and why I think there ean be no hardship in
this matter. The deduction which is not allowed is-this,—any interest.
chargeable under this Act which is payable without British India; in other
words, the interest which is not allowed to be deducted is chargeable under
this Act, but on which tax is not paid. There are two classes of cases in
which interest s chargeable here, and on which it is possible to- collect the
tax. We know the case of a non-resident foreigner under section 48,
but that applies to the case of & business connection gr,an agency. But
suppose there is an isolated loan, you may not be ablé to catch the man,
that is to say, the debtor in India,—to make him am agent for the purpose
of compelling him to pay a tax on interest which accrues here.  All that
is intel*ded to be discouraged by this is that interest srisea here, but the
arrangement is such that, notwithstanding the fact that it is a taxable thing
in India, it is evaded by an arrangement by which alone it is chargeable
here. It is payable outside, and I don’t see how we can encourage such
a thing. In such a case the only thing is this, that inasmuch as it accrues
bere, if the terms of the loan are such that the debtor will deduct the tax
and pay it here, but that interest should not be hit by this Act . . . .

Sardar Sant Bingh: Supposing that fellow is taxed by the Indian Gov-
ernment.

Mr. Bhulabhai J, Desai: The issve is a very narrow one. Normally,
if the case falls- within clause 45, —supposing as it happened in the Desmond
case in Hongkong, they have formed a company-in Hongkong for the pur-
pose of lending money in India. The terms of the loan are, each debtor
to be lent through the bank in Hongkong, interest is to be paid in Hongkong
and the loan to be repaid in Hongkong, the idea being that even though
8 crore of rupees worth of interest was accruing in Indix every year, we
could not catch it, because it was a non-resident foreigner. In that
particular case the Privy Council held that, though the debtor cannot be
said logically on the construction of the Act to be the agent of the creditor
80 as to compel him to pay the tax on it, they strained the words “‘business
connection’’ and thereby made him pay the tax. This is a classic case
which everybody knows. What is intended by this particular section is
to discourage this practice—that a man borrows money from outside,
enabling the outsider not to pay the tax even thou&lh inasmuch as the
interest sccrues here, in all fairness he ought to pay the tax.  Therefore,
be wants to get advantage of better terms of loan, so arranged thal,

h the income arises here, it is not taxable. I submit, there is
no hardship in not allowing such interest.

Babu Baijnath Bajoria: But if the amount of interest is not taxable?

* Mr. Bhulsbhai J. Desai: That has nothing to do with this. The point
is that the income is taxable. I am not talking of the assessee being tex-

able.. . The interest certainly is taxable.

Babu Baljnath Bajoria: 1f it is only 500 or 1,000?
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» 'Mr, Bhulabhal J. Desai: That is not the issue. The true issue is, the
-words are, income socruing or sarising in British India. BSupposing you
borrow from Bikaner, then interest accrues here, but you so want to arrange
with the Bikaner man that he won’t pay tax. Therefore, you will say,
inasmuch as you are not paying tax, give me two annas less rate of
interest. Why ghould such interest escape?

Mr. Husenbhai Abdullabhai Laljes: I cannot agree with the Leader of
the Opposition inasmuch as T do believe that there are many classes of
business, and the most inportant is the class where there are mills owned
by people in India but who work them in Indian States. . .They borrow
from the Indian State and there they pay their interest to those businesses
or the States who pay money. Take a mill which has been built for ten
lakhs of rupees, and suppose that they have obtained Rs. 10 lakhs from
the Maharajah of the place at a rate ‘of five per cent. They have to
pay Rs. 60,000 to him and suppose the profit is about a lakh of rupees.
Is my Government going to tax me for 50,000 or a lakh? That is the
instance with regard to the amount that I have to pay to the other side,
and should I be taxed again here in India to the tune of double the
amount of what I have really earned? Furthermoré, as my Honourable
friend, Sir Cowasji, has pointed out, we ought to encourage:...

An Honourable Member: Borrowing from a foreign country?

Mr. Husenbhai Abdullabhai Laljee: Nobody is going to lend you. We'
have to depend upon Indinn States to give money for our enterprise in
India, and if really we are able to make money and if we do not get those
facilities in our own part of British India, why should Government not
induce them. That is why I say it is a very wrong impression existing
in ourselves that we have got all the industries and the only thing is to
get as much money out of us as possible.

Dr. P. N. Banerjea: May I make a suggestion? If this amendment
which was moved by my Honourable friend, Mr. Bajoria, be not acceptable
to the Government, will the Government agree to insert a provision like
amendment No, 257 which was accepted by the Government. That will
remove a part of the difficulty. This would be a consequential amend-
ment and no notice would be required.

Mr. K. Santhanam: I just want to point out that my Honourable friend,
Mr. Laljee, has made a mistake. If interest accrues outside British India
to a non-resident it is not interest chargeable and, therefore, the question
does not arise at-all. It is only when interest accrues either in India or
to u resident outside India, it comes under the mischief of this clause.
Therefore, his case is not covered and he need not be afraid of the particular
case he has referred to. I am sorry that he does not care to follow the
proceedings and then he .says that we have entered into a compromise
with the Government. {(Interruption.) The Honourable Member takes
the privilege of making remarks against us and he, must be prepared for .
a retort. He ought not to make any such remarks. @ Whenever we
agree with Government or we withdraw our amendments, we do so solely
‘in public interest, without any fear or favour.
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‘Mr. Hussnbhai Abdullabhal Leljee: I alluded ‘to two points. My
Honourable Member has replied to one and to the other he has not. -He-
has left it incomplete.

[At this stage, Mr. President (The Honourable 8ir Abdur Rahim)
resumed the Chair.] '

Mr. President (The Honourable Sir Abdur Rahim): The question is:
“That part (3) of sub-clsuse (b) of clauss 12 of the Bill be omitded.”

The motion was negatived. \

Pr. P. N. Banerjea: I thought the Honourable Member agreed to acoept
my suggestion. . '

The Honourable Sir James Grigg: A suggestion was made, if I may suy
80 not in a condemnatory sense, quite irregularly, that as the amendment
was unacceptable we might sccept an amendment similar in terms to
amendment No. 257 which was accepted by us. There is no amendment
on the paper and no notice has been given. Therefore, it requires vour
consent for it to be moved.

Mr. President (The Houcurable Sir Abdur Ruhim): Have vou got the
amendment here ?

The Hoaouratle Sir James @Grigg: No. An amendment aimilar to
smwendmente Nos. 240 eand 267. The preliminary words require albéra-

JMr. M. 8. Aney: Very many words will have to be changed.
¥x. P. K. Banerjsa: But the substance is the same.

The Honourable 8ir James Grigg: The suggestion is that in this clause:
we should put in a provigion exactly like the provision which was inserted
in clauses 9 and 10 by those two amendruents. 1 said, subject to the por-
mission of the Chair and the House, if the Honourable Member hander]l in
ap amendment applying those words to the appropriate places, T person-
ally saw no objection to it, but I think the Honourable Member has to hand
in an amendment with appropriate words.

Mr. Preeident (The Honourahle 8Bir Ahdur Rahim): Unless the amend-
ment is circulated, the Chair cannot allow it to be moved now. Next one.

Mr. H. 8. Town (Nominated Non-Official): 8ir. T move:

“That to part () of clause 12 () of the Bill. the following words be added :
‘unless it ix paid out of incomie not brought into or reccived in British India’.”

This is to deal with the case of the employse of a branch office of an
Indian concern, if the branch office is in an Indian Btate. Such ralary is
eprned totally outside Brifish India, and is paid out of profits earned totally
qutside British India. *If we go on to the accrual basis the profits of the
business will be tuxed in British India and it is possible to argue that the
salary is paid out of funds which eventually find their way into British
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Indis. I submit that it is unfair to tax such an empioyee on his sdlary.
It might be argued, however, that the salary is earned from employment
totally outside British India, and, therefore, is not subject to taxation
under this Act but that is very far from clear and I suggest that the addi-
tion of these words will make it perfectly clear that such salary is not
taxaple. 8ir, I move. '

Mr. Preaident (The Honourable 8ir Abdur Rahim): Amendment moved:

“That to part (c) of clause 12 (4) of the Bill, the following words be added :
‘unless it is paid out of income not brought into or regeived in British In

Mr. 8. P. Ohambers: I oppose this amendment because I think the
words in the clause do, in fact, have the affect which my Henopurable friend
wishes. The important words are ‘‘any payment which is chargeable under
the head salaries’’. Now, the payment of salary to a person employed
outside British India in respect of work outside British India is not & pay-
ment which is chargeable under the head salary. It is only where a pay-
ment is made to a persen abroad in respeet of service within India that
the payment is a payment chargeable under the head salaries. This sub-
section can apply only in such circumstances. Therefore, the amendment
which the Honourable Member secks to make is wholly unnecessary be-
cause the type of case which he wishes to exolude is excluded by the terms
of the original cluuse us drafted. 1 oppose this amendment.

ot P

Mr. H. 8. Town: Sir, I beg leave of the House to withdraw my ameund-
ment,.

The amendment was, by leawe of the Assembly withdrawn.

Mr. K, Santhapam: Sir, I move:

“That in sub-clause (c) of clause 12 of the Bill, in the proposed sub-section (3),
hbnt'h. wanrdn ‘an allowunce in respect of depreciation’ the word ‘allowances’ be
substituted.”

This amendment has to be read with amendment No. 289. ¥t provides
that where machinery ig let on hire the person who lets it shall be entitled
not only to depreciation allowancs but all the other allowances with refer-
ence to annual repairs, insurance premia snd obsolescence. 1 hope that the

object of the amendment is so clear that no further explanation is neces-
ary. B8ir, I move.

Mr. President (The Honourable 8ir Abdur Rahim): Amendment moved :

“That in sub-clause (c) of clause 12 of the Bill, in the proposed sub-section (3),
for the words ‘an allowance in respect of depreciation’ the word ‘asllowances’ be

substituted.”

Mr. J. T. Bheehy: Government propose to raise mo objeetion to this
amendment and the amendment whieh vomes after it.

Mr, President (The Honourable Sir Abdur Rahim): The question is:

.“That in sub-clause (c) of clause 12 of the Bill, in the proposed sub-section ($).
for the words ‘an allowance in respect of depreciation’ the word ‘al'owances’ be
substituted."” ' :

The motion was adopted.
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Mr. K, Santhanam: 8Sir, I move:

“That in sub-clause (c) of clause 12 of the Bill, in the pro sub-section (3),
for the word and letters ‘clause (wi)' the word and letters ‘clanses {iv), (v), (i),
{vii)’ be subatituted.' .

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

. *That b-cl of clause 12 ‘of the Bill, in the proposed sub-section (3),
for the wol:dmmd mr{;} ‘clause (m)' the word and letters chnul (iv), {v), (vi),

(vii)’ be substituted.”
The motion was adopted.

\
Mr. President (The Honoursble Sir Abdur Rahim): The question is:
“That clause 12, as amended, stand part of the Bill."

The motion was adopted:

Clause 12, as amended, was added to the Bill.

Ciause 18 and clause 14 were added to the Bill.

Mr. President (The Honourable Sir Abdur Rahim): The question is:
““That claase 15 stand part of the Bill.”" -

Mr. J. ¥. Bheehy: Sir, I move:

“That in clause 15 pf the Bill, in tladse (a) ‘of the propossd #ab-sectios {ﬂ, !or
the words ‘the amount which he is entitled to receive from the firm' the words
share in the profits and gains of meﬁmmpuudmthemlnddoninclmu
(6) of sub-section (I) of section 16° be substituted.' i

Tha object of this amendment is to bring section 15 into line with section
16 us amended by clause 17 (a) (1) (b) of the:Bill, where:wes say:

. *‘when the assessee is a partner of g firm then, whether the firm has made s profit
unh-hu-hm{wm.erlnoipmﬂt or & net loss) .hlllheukantobelny

salary. . . ...

“Thus, we define a partner’s share. We now .wish to put ‘the same defi-
4r. N nition in clause .15 also. B8ir, I move.

Mr. President (The Honoursble Sir Abdur Rahim): The question is:

“That in clanse 15 of the Bill, in clause (a) of the proposed smb-section (), for
the words 'the amount which he is entitled to receive from the firm’ the words ‘his
share in the profits and gains of the firm computed in the manner laid down in elause
(8) of sub-section (1) of section 16’ be substitated.”

The motion was adopted.

M:. President (The Honoursble Sir Abdur Rahim): “The question is:
“‘That clause 15, as amended, stand part of the Bill.”
The motion was adopted.

Clause 15, as amended, was added to the Bill,

Mr. President (The Honoursble Bir Abdur Rnlnm) The question is:
“‘That clause 16 stand part of the Bill." "
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Mr. H. 8. Town: 8ir, I beg to move: L
““That in clause 16 of the Bill, befors sub-clause (a) the following sub-clause be
-inserted, and that sub-clauses (a), {b) and (c) be re-lettered accordingly: . _
‘(a) In sub-section (/) of section 15 for the words ‘by an assessee in respect of
sny sums paid by him to effect an insurance on his own life or om the
life of his wife or in respect of a contract for a deferred annuity on his
own life or on the life of his wife’, the words ‘in vespect of any sums
paid by an assesses to effect an insurance on the life of the asseases or
on the life of a wife nr hushand of tke assessee or in respect of a con-
tract for a deferred annuity on the life of the assessee or on the life of

s wife or husband of the assessee’ shall be substituted’.”

[

Sir, this is a very minor change. The Bill as it stands appears only tc

-allow an insurance premium paid by a husband on his own life or that of

his wife. If a wife pays out of her own separate income the premium on a

policy insuring the life of her husband, she will not be given the allowance.
The amendment seeks to give such allowance.

Mr. President (The Honourable 8ir Abdur Rahim): Amendment moved:
“That clause 16 of the Bill, before sub-clause (a) the following sub-clanse be
dnserted, and that sub-clauses (a), (b) and (o) be re-lettered accordingly :

‘(a) In sub-section (I) of section 15 for the woids ‘by an assessee in respect of
any sums paid by him to effect an insurance on his own life or on the
life of his wife or iu respect of a coutract for a deferred annuity on his
own.life or on the life of his wife’, the words ‘in respect of any sums
paid by an assessee to effect an insurance on the life of the assessee or
on the life of a wife or husband of the assessée or in respect of a con-
tract for a deferred annuity on the life of the assessee er on the life of
a wife or hushand of the assessee’ shall be substituted’.” :

Mr. 8. P. Obambers: Sir, I oppose this amendment. Sir, I am afraid
the grounds of iy onnosition are somewhat vague at the 'moment, because
the amendment, as it appears on the agenda, does not relate to the right
clause. Y cannot quite see where it is intended to go. T must oppose it
because I do not know precisely what must happen to it. All T can say
is that first of all T can see in it no such restrictions to one-sixth of the
‘total income or to Rs. 6,000 or Rs. 12,000 in case of a Findu undivided
joint family which appeared in the original section. If the Honourable
Member would first of all by way of explanation say exactly where this is
intended to go, I will be able to say whether I accept it or oppose it. As
it is tabled, it definitely appears to be out of order. If the Honourable
‘Member will kindly explain where it should go, I might then be allowed to
continue my speech.

~ The Honourable Bir James Grigg: I might perhaps read out the section
18 it is proposed to be amended:

“The tax shall not be payable in respect of any sums paid by an assessee to
«effecet an insurance on the life of the nssessee or un the life of a wife or husband of
the assessee or in respect of a contract for a deferred annuity on the life of the
sssessee or on the life of a wife or husband of the assessee.'’

That is the clause as it is now proposed to be amended;

‘‘or as & contribution to any Provident Fund to which the Provident Funds Act,
1887, applies.”’ :

Mr. 8. P. Chambers: If my Honourable friend intends that by his
amendment, I dave no objection to it. I understand that the intention is
that this should form part of sub-section (I) of section 15 of the Act and
not as tabled in the agenda as an additional sub-section. '
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Mr. K. Santhanam: I wish to know if :the Government .ere sceepting
this amendment or oppesing this amendment. If the Government are
opposing it, I want to speak in support of this amendment.

Mr. 8. P. Ghambers: The Government are accepting it and not opposing
it.
Mr. President (The Honourable Sir Abdur Rehim): The question is:
“That in clause 16 of the Bill, to sub-clause (a) the following be added :
‘And for the words 'by an asssssee in respect of any sums paid by him to effect
an insuragce on his own life or on the life of his. wife, or in respect of
a contract for a deferred annuity on - his ovm life or on the life of his
wife' the words ‘in m?nu.o[mynm lymmwcﬁdan
insursnce on the life of the assessee or on t.he ife of a wife or husband
of the assessee or in respect of a contract for u deferrad annuity on the

. life of the assessse or on the life of a wife or hasband of 'the assessbe’,
shall be substituted'’.”

The motion was adopted.

Maulvi Abdur Rasheed Chaudbury: Sir, I move:

“That in sub-clause (b) of clanse 16 of the Bill, the words 'ome-sixth of the total
income of the assessee, or', wherever they occur, be omitied.”

Under the existing Aot, the provision for an allowance on premium
paid for kife insurance is to an amount which is not to exceed one-sixth of
the total income. This amended clause is retaining this provision, and,
in addition, is adding another alternative, namely, Rs. 6,000 or whichever is
less. Now, 8ir, it is apparently meant shat those whose income is over
Rs. 30,000 will have this allowance and none else. This would mean that
khe .concession which is given by one hand is tﬁenawﬁhg the ether. 1f
an allowance is to be given, it uldnotbellmltedtotmpermswlmu
income is over Rs. 80,000. I would like to see that this allowange is gi
3o those persons who are not so rich as to have gn i of Re. 30000
That is why I have proposed that the words “‘one-sixth of the total income
of the assessee, or’’ should be omitted. That is to isay, the maximuin
allowances given in respect of the life insuranee premiums should not
exceed Rs. 6,000,

Sir, 1 move.

Mr, President (The Honourable Bir Abdur Rahim): Amendment moved:

“That in sub-clauso (b) of clause 16 of the Bill, the words ‘one-sixth of the total
income of the assessce, or'. wherever they occur, be omitted.”

The Honourable Sir James Grigg: Sir. T oppose this amendment on
grounds of public policy.  The Hovourable Member proposes to give an
allowance for insurance preniia in respect of premin paid up to a maximum
of Ks. 6,000 a year, whatever the salary of the insurer. Now, 8ir, though
I am all in favour of encouraging thrift by menns of insurance policies, I do
not think we should overdo it, and in this case we may give a definito
inducement to 8 man to over-insure himself at the cxpense of his current
expenditure and in an extreme case enviraged iy the Honourable Member
you will have a man subscribing the whole of his income by insuring him-
self und having nothing to keep himself alive. T ain all in favour of look-
ing towards posterity but not to this extent. Besides, there is another
thection to it. If be does all that and pays an .evormsens insutance pre-
miuc and starves himself to death, the mortality rate would go up enor-
mously and the burden on insurance companies will become o heavy, thnt
the premia will have to go up and they will all go.bankrupt.
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Mr. President (The Honourable Sir Abdur Rahim): The question.is:

“That in sub-clause (&) of cliuse 16 of the Bill, the words ‘one-sixth of the total
income of the nssessec, or'. wherever they oceur, he omitted.” -

The motion was negatived.

Qasi Muhammad Ahmad EKazmi: Sir, I move:

“That sub-clause () of clausc 16 of the Bill be omitted."

The reason for moving this amendment is that there is a certain system
of calculation which is given in this clause and it happens to be the same
system which is given in clause 17(3), and the words are quite different.
80, it is not advisable to have in one Act the same system given in two
differcnt words in two different places. For this reason, I move the dele-
tion of this sub-clause.

Mr. President (The Honourable Sir Abdur Rahim): The question is:
“That sub-cluuse (¢) of clouse 16 of the Bill be omitted.”
The motion was adopted.

Mr. Suryya Eumar Bom (Dacca Division: Non-Muhammadan Rural):
Sir, 1 beg to move:
- “That in rub-clause (¢) of clause 16 of the Bill,. .. . . "

Mr. .!ld:dmt (The Honourable Sir Abdur Rahim): Sub-clause (c)
has been wnitted, and, therefore, the Honourable Member cannot move
his amendment.

Mr. Euryya Kumar Somr: But, Sir, my amendment is not confined to
sub-clause (¢) only.

Mr. President (The Honourable 8ir Abdur Rshim): The Honourable
Member wishes to omit the first part of his amendment and move the

second part ?

Mr. Suryya Kumar 8om: Yes, Sir.

Wr. President (The Honourable Sir Abdur Rahim): In that case, the
Honourable Member should begin his amendment thus:

*After the proposed sub.section (4), the following sub-section be inserted : etc.”

Mr. Suryya Eumar Som: Sir, I move:
*'That after sub-clause (4) of clause 16 of the Bill, the following rub-clause be
added, namely :
‘(¢) after sub.section (3), the following sub-section shall be added :
‘(4) In computing the total income of an assessce the following allowances
shall be made : '
(i) an sllowance of one-sixth of the income received by the assessee from
salaries or business, profession or vocation subject to a maximum
of Rs. 1,800; : T
(i%) sn allowance of Rs. 1,000 in the caso of every married person;
(ifi) an nllowance of Rs. 120 in respect of each child of the assessee; .
(iv) an allowance of Rs. 100 i vespect of “each dependant maintained by
the asscasee : ) _ ) L
Provided however that when two assesrees are husband and wife the allow-
ances shall be claimed and allowed only in respect of either of theme
at the option of the officer™"” : . e
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[Mr. Buryya Kumar Som.]
- 8ir, I am moving this amendment, although I am not very sanguine
about its result, because there is a strong feeling in the country with
regard to this matter. At the consideration stage of this Bill, this matter
was referred to by many speakers, and whether it is carried or not, I will
voice the public opinion on this matter. Now, 8ir, we hear that, of all
the taxes in the world, income-tax is the most equitable one. In my
childhood, 1 was surprised to hesr this and I could not understand it ut
all. I thought it was a very iniquitous tax, because the (overnment
take away a part of what I earned by my own exertions. As my know-
ledge expanded, I began to feel that that statement was quite right and
income-tax is the most equitable tex in the sense in Wwhich it is assessed
in European countries where the State takes a part of the excess income
of an individual or of a family; that is, leaving aside a sufficient margin
for the maintenance of the family including wife, children and dependants.
And, if there is any excess, a portion of it is claimed by the Stute for its
own necessities. There, in England, and other civilised countries, it is
so arranged that the national economy, health and culture are not affected
" in the least. So that much allowance is made for the maintenance of the
family, for educational expenses, and for good food which is necessary to
keep the health of the family. After leaving aside that amount in the
bands of the assessee, a. part is taken from the excess. Therefore, in that
sense, it may be said to be an equitable tax. Then, Sir, in the present debate,
I bave found the Finance Member and others on the Treasury Benches re-
ferring to the English law when replying to our arguments, particularly in
the case of foreign income of Indian residents. But I only find that they
apply that English analogy only when it suits them and fly away from it
when it does not suit themn. This is an example of that. Ivn England; we
find that in the very first instance one-sixth of an assessee’s income is
exempted from his gross income and the limit is to the extent of £250, i.e.,
about Rs. 8,250 is at once exempted. . Then, I find that for a married
man the exemption is £225, or Rs. 2,925. Then, for the first child . . . .

Mr. President (The Honourasble Sir Abdur Kahim): The Honourable
Member need not go into all these figures of other countries. He should
deal with the figures in the amendment and justify them.

Mr. Suryys Kumar Som: But on the basis of the figures in ather
-~countries.

Mz, President (The Honourasble B8ir Abdur Rahim): That is not
relevant. .

Mr. Suryya Kumar SBom: Then, how can I justi.ty.my argument ?
However, I will give the purport of it.

Mr. M. 8. Aney: Sir, I submit thab, in developing his argument on
a point like that, you will, I think, be pleased to hold that the argument
that similar things exist in other countries is a proper one. Of course,
it he goes into unnecessary details, he would be out of order.

~ Mr. President (The Honourable 8ir Abdur Rahim): He will be per-
fectly justified in referring to the fact that in other countries similar allow-
ences are given, but as to what figures would be proper for this country,
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the Chsir does not think the analogy of other countries would spply. -He
can show that the figures in the amendment are the proper figures for
Indis.

Mr. M. S, Aney: He is showing the categories under which allowances.
are made. As regards the ﬁgure:s. he will come to them later on.

Mr. President (The Honoursble Sir Abdur Rahim): He can justify
the figures given in the amendment.

Mr. 8. P. Ohambers: Sir, on a further point of explanation, it might
be of interest to the House to know that the figures which the Honourable
Member has given are not the figures current in the United Kingdom at
the present time. Those are about ten years old.

Mr. Suryya Kumar S8om: If I am wrong in my figures, that will be
an advantege. But I challenge my Honourable friend to prove that these

are wrong, because 1 am reading from a book on income-tax in England
which was published in 1937.

Now, 8ir, I am saying that in England a very large amount ig exempted
at the initinl stage, and then large sums are allowed for wife, married
man, children, eto. And I submit that that iz also the case in America.
That is, in two of the most civilized eountries, tkese allowances are given.
Moreover, if you compare the conditions of the people in England and
America with those of this country, which is the poorest country in the
world, I think it is doubtful whether income-tax should be levied in a
country like this.  But here the Finance Member says he must have
four or five crores of rupees more. Yesterday, he opposed an amendment
on the ground that its acceptance would mean a loss of 15 or 16 lakhs.
That was the only argument. Then, what is the use of going through
so many clauses? Why do you not realise money as the frontier people
do? That is the spirit in which this Bill at this stage has been introduced,
and the only argument advanced is, ‘‘we want money, we must get
something, and you must give us money’’. Sir, in this country also
where we pay income-tax, we should be granted these allowances. This
i8 not kindness done to the men. It is because the patriots of those-
countries, who are responsible for the health and improvement and develop-:
ment of their country, are at the helm of the Government there, thev
take special care for' the promotion of all social amenities, education, good
health, good culture, and they set aside sufficient money for all these
beneficent purposes. So, whether the income-tax is collected at a higher
or at a lower rate, that does not touch the national economy and the
social economy at all. Unfortunately here as regards those who manage
this taxation, their intention is quite the opposite, and no provision like
this has been made here. You have cited many examples of United
Kingdom practice in order to stop our mouth, but why do you fight shy of
introducing those other things into this country? Sir, this is a very
reasonable praver and the country has been feeling it for the last half a
century whenever income-tax has been discussed in the country-side.
Why should not allowances be.given for our children, as in other countries ?
Sir, it is for this reason that I move this amendment, and I move if
with full confidence, and .because I feel very strongly about this, I leave
it to my friends. With these observations, I move my amendment. )
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Mr. President: (The Honourable Sir Abdur Rahim): Amendment

“That after sub-clause (b) of clbuse 16 of the Bill, the following sub-clausé be
:added, namely : _ ]
‘(&) after sub.sectioni (), the following sub-section shall be' addéd :
‘(4) In computing the total income of an assessee the following allowanpes
shall be made:
(i) an allowance of onesixth of the income réceived by the sasdsses from
salaries or business, profession or vocation subject to a maximum
of Rs. 1,800;
(1) an allowmce of Ra. 1,000 iu the cass of every i person ;
(#4i) an allowance of Ra. 120 in respect of each child o ﬂ'lﬂ assessee;
(iv) an allowance of Re. 100 in respect of each depend\ml. maintaived by
the assessee :

Provided however that when two s are h d and wife the allow.
ances shall be claimed nm‘ al!o\ued only in respect of mtlm- of them
at the option of the officer’.

The Honourable Sir Nripendra BircAr (Law AMember): Sir, T asked my
Honourable colleague, the Finunce Meinber, whether 1 was to oppose or
o support this amendment. I was told by him that if I supported this
amendment I should be very violently dealt with. Well, I cannot, there-
fore, help opposing this amendment but I would like to show to the House
that this amendment would have suited me very well indeed,

In the interests of a public cause I have got to make some private
-disclosures. Now 1 first get Rs. 1,800 under 4 (7),—and then, an allow-
ance of Ru. 1,000 in case of every married person. Well, having
committed, the wisdom or folly of inarriage, I gain another thousand’
rupees. 1 am not sure—although that is an irrelevant inquiry from my

int of view-—whether it means a thousand rupees for each  marriage;
that is, if 1 have fom wives, I get Rs. 4.000, but not having that advantage,
I get only Re. 1,800 and a thousand rupees on. the strength of my
marriage. —-'although that is a verv old event. Then I get an allowance
of Rs. 120 in respect of each child. Kind Providence hag blessed me with’
eight and T get Rs. 1,000 straight off there, and as regards an allowance
-of Ra. 100 in respect of each dependant maintained by the assessee, well,
T have not recentlv taken any census of the number of dependants but
including aunts, sisters-in-law and widows of dismissed servants and so
on, I put them at a verv confervative figure of ahout fifty. T get
Re. 5.000 there; and I think in the end, if this is allowed, I shall be in a
position not only not to pay an income-tax but to ask for payment from
the State! That is whv I anid. Bir. that it is with very mingled feelings
that I am opposing this amendment. Then apart from other lighter
matters which will be dealt with by mv Honourable friend, Mr. Chambers,
and - my Honoursble friend. 8ir James Grigg, T have some very serious
matters to place before the House.

Now, it is aaid that there will he an allowance of Rs. 120 in sespect
of each chi'd of the assessee. That rnises a very difficult problem as we
are situated in Tndin. T have been reading in the papers very harrowing
accountg of what will happen to us on nocount of over-population. We
are now 333 million and it is estimated that in 1941 we shall be somewhere
near four hundred million and what with the pressure on the land and
our little income, and so on, T have been really very much depressed
.at this idea of increasing population. Some think thia will.be n diract
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encouragement to an increase of population and that ig a very serious
matber consideration. Then, as I work it out, it seems to me that no
limits are given, there is no elasticity, what is given has got to be given
and Rs, 1,000 must be given in each case, there will be Rs. 120 for u son,
and so on. Now, it might very well be that although a man’s total income
is Ra. 2,000. he will be allowed a‘deduction of something like Rs. 4,000.
‘That is the position. As I said, | would have very much liked to support
this amendment but T am prevented from doing that, and that being the
esse, I strongly oppose it.

Mr. Brojendra Narayan Ohaudhury (Surinu Valley cum Shillong: Nom-
Muhammadan): Sir, 1 had no mind to intervene in this debate but the
‘high dpolit.ics introduced by the Honourable the Leuader of the House in
this debate, viz., the over-population or the under-population of India and
the evils and the remedies, is my reason for intervening now. Sir, T have
been noticing in this House a tendency to exaggerate the effects of over-
population, and I am safraid it seems to me there is in this House some
sneaking sympathy for birth gontrol. T think. Sir. in a matter of this kind
where you are going to discuss the manner of levy of an income-tax, we
might very well come down fromn high skies to terra firma and leave aside
such big questions.

Now, I come to the real issue. viz., whether the man who lives in
single blessedness or the man who lives with one wife. having no children
at all or the man who has got two children or tha man who has got three,
four or even eight children, like inv Honourable friend, the Leader of the
House, or even ten children like mvself should all he treated alike in the
matter of levy of income-tax. We huve heard a lot in this House and
rightly about legislating in such a way that the incidence or pressure of
tax might fall equitablv on all. That is, according to their circumstances—
not only of the income but also of the minimum necessary expenditure.
We must take that into consideration—the minimum necessury and obli-
gatory. expenditure of feeding and clothing children and 'egal dependants
because that expenditure diminishes the ability to pay. A man who gets
an income of Rs. 5,000 and has minimum necessary expenditure of only
Rs. 1,000 is in 8 much better position to pay more than a man who has got
the same income, but has increased minimum necessary expenditure. By
this amendment the Honourable the Mover is asking for nothing more
than the consideration of the principle of ability to pay. I am not_ at one
with him as regards the details but there are several similar amendments
which the House might consider. Particularly, while we are going to tax
the undivided Hindu family in lump at the higher rate on its aggregate
income the adoption of what is called the ‘‘familv allowances' will give
some relief to the big joint family though T do not say that it will go ns
far as may be necessary. The hardships in the case of the undivided
Hindu family have been admitted in the Enquiry Committee’s report.
The only argument that the three worthies of the department of Central
Revenues think it worth while to advance is that *‘it will greatlv reduce
our income”’. I would like the House to remember that the Bill we are
oonsidering is not a taxation measure. The taxation measure is the
Finance Act. If you want more moneyv then you manipulate the Finance
Bill in such a way a8 to get more for less money as is desired. Here, in
this amendment, the only thing we have to consider is hether the
necessary minimum expenditure of a man is going to be taxed and whether
-4he burden will be felt similarly bv all. This is more or less a matter of
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[Mr. Brojendra Narayan Chaudhury.] .
psychology. I would request the House to be sympathetic towards the
married man ss against the single man and the man with a large: family
as against both. It is not a concession, but bare justice, B

- Sardar Sant 8ingh: Sir, the speech of the Honournble Leader of the
House reminds me of a statement made on oath by a witness in & case in
which I myself was an accused. During those martial law days a. witness:
came into the witness box and deposed that when addressing the public
on the Rowlatt Act I was supposed to have said that by the Rowlatt Act
the Government was going to impose a tax on the hixth of every child, on
marriages and on the death of evervy person. I never Yhought that such a
thing would be believed by the presiding officer, but to my great astonish-
ment I found that the presiding magistrate in his conviction order actually
wrote that I did say those things. Therefore it is no wonder that today
we find the Leader of the Houre saying that if these exemptions are
allowed there is & danger of over-population in India. However the ques-
tion should not be taken so light-heartedly. The amendment involves as

@ matter of fact two principles . . . .

8ir Qowasji Jehangir: How many children have vou got? Tell us that.

Sardar Sant Singh: The amendment involves two distinet questions.
One is the question of policy. Does the income-tax depend upon the
ability to pay or on gross income without regard to the ability 46 pay? A
gingle person gettini an income of Re. 2,000 and a married: person blessed
with half a dozen children having the same income do not have the same
ability to pay. That is the point involved in this amendment. The ques-
tion is, is this Legislature prepared to socept the principle underlying this.
smendment or not? The second point is what allowances should be given
if the principle is accepted. As regards the questien of principle I will
submit that if we are to ocompare the svstem of income-tax in other
civilised countries of the world we find that the principle has been acoepted
by all civilised countries. Naturally the question arises, why should not
the same principle be accepted in the case of India? i

An Honourable Member: You mean civilised governments?

Sardar Bant Bingh: 1 mean civilised countries with civilised govern-
ments. The Mover of this amendment, Mr. Survvea Kumar Som, hag read
from gome book relating to the srvstem as it now prevails in .the United
Kingdom and has shown that the principle has been accepted there. T
would certainly like, and the country would like, tha Finance Member to
state the reasons why he is not prepared to extend the same principle to
this country, which he enjoys the benefit of in his own eountry. When
he goes back to England I do not suppose he will leave behind his wife
and children here: he is going to get the exemptiona there from his
income and may T ask him why he does not extend the exemptions to this
counirz” Tg it self-abnegntion for himself or is it that a little sacrifice on
his part makes us pay much more than he will ever pay while in this
country? Really the question of principle is more important than the
question of calculation as to what rate is to be given. We were
certainly entitled to be enlichtened bv the members of the Belect
Committee on this point as to why this principle was not accepted nt the
time they were discussing this matter in committee. This question must
have cropped up there and some light should have been thrown in the
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report as to why this principle was not accepted by the members of the
Select Committee. I think the Select Committee owed it to us . . . . . .

Mr. President (The Honourable Sir Abdur Rahim): The Honourable
Member cannot criticise what happened in Select Committee.

Bardar Bant 8ingh: I am only criticising the Report, not the Select
Committee. I think the Report ought to contain all the contentious
matters. It is due to the House that some explanation should be given
as to why a certain principle was not accepted by them . . .

Mr. President (The Honoursble Sir Abdur Rahim): The proceedings of
the Select Committee are not before the House und we do not know
whether this question was discussed there or not. .

Sardar Sant 8ingh: May I explain myself, Sir? What I mean is that
there is a Report appended to the Bill as it has emerged out of the Select
Committee. I think it is due to the House and to the country at large
that thut Report should contain the considered opinion of the members of
the Committee on this subject, and as there is no such opinion given in
the Report on that point, 1 only wish to say that the country did expect
the Report to contain something about it.

It is & matter known to everybody that the whole of the income-tax
paying population has been agitating for the acceptance of this principle.
Why should this principle be over-ridden? That is a point which requires
s good deal of light to be ‘thrown upon before the House can go against
the principle.

As regards the calculation part of it, there may be a difference of
opinion as to what amount should be conceded and how many allowances
should be given. According to this amendment, the proposals are not
very terrifying . . . .

Mr. N. M. Joshi: Let us have & vote on the principle, and not on the
details.

Sardar Sagt Singh: But unfortunately the principle and the details go
together. The details may be wrong, but I should like my friend, Mr.
Joshi, to place before the House correct details, and we will accept them.
Therefore, after examining these details, this is what I find. An allow-
ance of one sixth of the income received by the assessee from salaries up
to & maximum of Rs. 1,800, or if a person having an income of Rs. 2,000,
the exemption of Rs. 300 will be given to him. Then an allowance on
Rs. 1,000 in the case of » married person would mean Rs. 80 a month;
an allowance of Rs. 20 in respect of each child assessed, which would be
only about Rs. 10 a month, and an sllowance of Ks. 100 in respect of each
dependant maintained by the ussessee. Here again the question of a
dependant hag been ridiculed by the Honourable the Leader of the HO\..ISB.
The word dependant has been defined in several rulings in the United
Kingdom. Dependant does not mean merely the person to whom you
extend vour charity or hospitality. Dependants mean people who have no
source of income or who are newr relations and are entirely dependent on
vou for their livelihood. Therefore, the word is used in a limited sense,
and as such, if a person is bona fide maintaining a dependant, 3 W_ldowed
sister or a brother's widow, certainly that person loses & part of his income
in having to maintain them, and his savings are reduced. -Therefore.. my
submission is that this amendment should be accepted, and T support it.

r
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The Honourable Bir James Grigg: Sir, [ am in a fortunate position in
that, unlike my Honourable colleague on my left, on both interest and
principle, I can go forward in opposing this amendment. I have no
children and no dependants in India.  Therefore, I should get little
benefit out of this clause, and, therefore, I can the more easily oppose it.
There are, or were, two points of order which I might have raised on this
clause, and I ought to have taken them. The first is that under section
141 of the Government of India Act the consent of the Governor General
is required to an amendment which varies a tax in which the provinces
are interested and there is no doubt, in this particular case, the amend-
ment will cost a very great deal of money, and, therefore, will reduce the
amount of revenue which goes to the provinces. Perhaps I may be
regarded as being out of time in raiging that point of order now. But
there is another one, and it is this,—this Bill does not seak to lay down
the scale of taxation, and this amendment is, if I might say so, more
appropriate to the Finance Bill when it can be considered in relation to
the scale as a whole,

But, Sir, the main reason why this amendment is unacceptable is that
it would cost a great deal of money and reduce our revenues. That is the
most potent argument.

Then, Sir, on the merits of the case, the differentiation of family
ciroumstances is much larger in the United Kingdom than it is here, and
there is a highly developed tax machine so that the systemiof family
allowances can be made to adapt the circumstances of individuals taxed
to the tax they payv. In this country it is not possible, and perhaps I will
give two reasons, one of which I will read from the report of the Income-
tax Inquiry Committee’s Report. It is a short paragraph:

*It has been nrged that the domestic circumstances of the married assessee should
be taken into account in delermining the amount of tax payable by him. This, as
s measure of differentiation, would be comparatively ineffective since the married
state is the gencral rule in India, and the proportion of unmarried assessees is not

t enough to justify the comphcations that would be involved in an attempt to
ifferentiate in favour of the remsinder. . . . . "

An Honourable Member: What page is that?

The Honourable Sir James QGrigg: It is at page 15:

‘‘Further, unleas the total yield of tax were 10 be seriously diminished, it would be
necessary to counter-balance the concession of the various allowances claimed by
increasing the rates of tax. with the result that the principle of differentiation would
be little more honoured ihan at present.”

8ir, T submit that in the main the adoption of the slab system for
the step system does as much as we can hope for in India in the way of
adapting to circurnstances of individuals the tax imposed. Apart from
that, family circumstances are so varied that T very little doubt that in its
present state the income-tax machine is not capable of coping with a
complicated system of allowances. It would require very great strengthen-
ing of the staff, the cost of collection will be enormous, and in the efid the
rates of tax will have to be increased very much. S8ir, for this variety of
grounds, I am afraid T must oppose the amendment.

Some Homourable Members: Sir, the question may now be put.

Mr. President (The Honourable Bir Abdur Rahim): The House stands
adjourned till tomorrow.

The Assembly then adjourned till Eleven of the Clock on Friday, the
2nd December, 1988. '
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