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LEGISLATIVE ASSEMBLY.

Thursday, 7th April, 1938.

The Assembly met in the Assembly Chamber of the Council House at
Eleven of the Clock, Mr. President {The Honourable Sir Abdur Rahim)
in the Chair.

MEMBER SWORN.

Mr. Stanley Paul Chambers, M.L.A. (Government of India:
Nominated Official).

STARRED QUESTIONS AND ANSWERS.
d
(a) ORrAL ANSWERS.

CENTRALISATION OF THE ADMINISTRATION OF CENTRAL EXcISE WORK.
1285. *Mr. T. S. Avinashilingam Ohettiar: Will the Honourable the

Finance Member state: .
(a) in pursuance of his answers to starred question No. 882 of this
Session, whether the financial effect of the centralisation of the
administration of central revenues has been calculated;

(b) what will be the additional cost of the scheme and what addi-
tional income Government expect to get from the reorganisa:
tion; and

(c) what the object of the reorganisation has been?

Mr. A. H. Lloyd: (a) Yes. an approximate estimate of the additional
expenditure involved is now available.

(b) The approximate additional cost will be Rs. ,1’50,000 in the year
1988-39. Tt is not possible to form any estimate of the additional revenue
that will result from the reorganisation.

(c) The attention of the Honourable Member is invited to the reply given
by me to part (f) of Seth Govind Das’s question No. 258 on the 15th
February, 1938. :

Mr. T. S. Avinashilingam OChettiar: May I kncw whether Government
are satisfied that they will get at least the sum spent as expenditure as
extra income?

Mr. A. H. Lloyd: We ure satisfied that it is necessary to undertake this
measure of improving the control over the collection of revenue, and,
although no figures are, of course, in the nature of things possible, we
believe firmly that we shall more than recover the amount of extra expendi-
ture either by collection of additional revenue or by the prevention or fore-
stalling of the loss of revenue. :

( 2705 ) ‘A
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Mr. T. 8. Avinashilingam Ohettiar: May I know ifl in either way they
expect to get an income which will cover the expenditure?

Mr. A. H. Lloyd: That is what I intended to convey in my last reply.

Mr. K. Santhanam: With reference to clause (b), may I know what will
be the ultimate cost of this reorganisation?

Mr. A. H. Lloyd: I take it the Honourable Member means on the average
cost bagis. The scheme is pretty well complete and the cost will go up as
salaries rise'on the time-scale basis, if that is what the Honourable Member
wants.

‘r. K. Santhanam: Yes, that is what I want. )

Mr. A. H. Lloyd: Then, if the Honourable Member will kindly give
me notice I will give him a reply.

Mr, K. Santhanam: May I know if they have not calculated the ultimate
cost before they launched on the scheme? -

Mr. A. H. Lloyd: We ‘took into account the fact that the ultimate cost
would be certainly greater than the immediate cost.

MOLESTATION OF CiviL POPULATION BY BRITISH Tnoogs.
1286. *Mr. T. S. Avinashilingam Ohettiar: Will the Defence Secretary
state: .

(a) how many cases of molesting by British troops of civil popula-
tion have come to his knowledge in the course of (i) this
financial year and (ii) the last two financial years;

(b) what steps are taken to keep the British troops within striot
discipline; and

(c) how the miscreants are dealt with when the matters are not tried
and punished by courts of law?

Mr. C. M. G. Ogilvie:

(s) 193485 . . . . . .. 8l
1935-8 . . . . -
193637 . . . . R 3

(b) Strict discipline is invariably maintained; special measures are
adopted from time to time to meet exceptional circumstances—for example,
the placing of certain areas out of bounds.

(c) By court-martial or by summary award of Commanding Officer.

Mr. T. S. Avinashilingam Ohettiar: May I know whether they get
periodical reports of cases of indiscipline from them automatically?

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

Mr. Lalchand Navalral: With reference to clause (c), were any of them
sent up to court to be tried?

Mr. 0. M. G. Ogilvie: Yes, certainly.
Mr. Lalchand Navalrai: How many, and with what result?
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Mr. 0. M, @. Ogilvie: I cannot say off-hand.

Mr. President (The Honourable Sir Abdur Rahim): The question relates
to cases which have not been sent to courts.

Mr. T. 8. Avinashilingam Ohettiar: May I know if these cases have
-occurred among any particular classes of troops or in particular stations?

Mr. 0. M. G. Ogilvie: No, Sir; there is no particular station.
Mr. T. 8. Avinashilingam Ohettiar: Mauy I know if these cases are con-

fined 1nainly to British troops or extend to Indian troops also?
Mr. 0. M. @. Ogilvie: The question relates only to British troops.

Mr. K. Santhanam: May | know if Government consider that these
waumbers are normal and inevitable?

Mr. C. M. G. Ogilvie: Government consider that these numbers show
that the troops concerned are the best behaved army the world has ever
-seen.

Mr. Badri Dutt Pande: Has theAM uttra case been decided?

Mr. C. M. @. Ogilvie: T cannot sy.

“Mr. T. S. Avinashilingam Chettiar: When the Honourable Member said
that these are the best behaved troops in the world, has he compiled the
figures of these cases all over the world?

Mr. 0. M. @. Ogilvie: 1t is a reasonable deduction from the fact that the
‘total numnber of such cases in which troops are concerned amount to less
than 1/15th of 1 per cent of their numbers.

Mr. Lalchand Navalrai: What punishment was awarded to the people
who were tried by courts-martial? . '

Mr. O. M. @. Ogilvie: The punishments varied according to the type of
‘the offence. .

Mr. Lalchand Navalrai: Were any acquitted also?
Mr. 0. M. @. Ogilvie: Yes, I imagine so.

‘Mr. Lalchand Navalrai: How many?

‘Mr. 0. M, @. Ogilvie: T cannot say.

REPRESENTATIONS FROM THE INDIAN ARMY SrrRVICE CorPs CIVILIAN
ASSOCIATION.

1237. *Mr. Lalchand Navalral (on behalf of Sardar Sant Bingh): (a)
‘With reference to the answer given to starred question No. 41 part (b),
-asked on the 26th January, 1982, by Bhai Parma Nand, wili the Defence
Becretary he pleased tn state how many persons have retired from

A2



2708 . LEGISIATIVE ASSEMBLY. [7tR Apru. 1938.

R. T. A. 8. C. clerical cadre since that reply was given and “how many
reached the maximum scale of pay fixed for the cadre?

(b) Is it a fact that representations have been made by R. I. A. S C.
Civilian Association to the Government of India on the question of the
maximum scale being a8 bogus one?

(c) What was the result of such representatlons?
(d) In case no decision has been reached, will Government be pleased
to state when they propose to settle the question finally?

() Is it & fact that the R. I. A. 8. C. Civilian Association, Rawalpindi,
submitted one memorial addressed to the Secretary of State for Indla
through the Director, Supply and Transport, Army Headquarterg, Simla?
If so, when was it received in the office?

(f) Was the same forwarded? If not. what were the reasons for with-
bolding the same?

(8) Was any reply given to the Association? If so, on which date?

Mr. 0. M. G. Ogilvie: (a) I am collecting the information and will lay
it on the table in due course.

(b) Yes, on two occasions. It is not admitted that the scale of pay laid
down for upper division clerks is, as alleged, a bogus one. In this connec-
tion, I refer the Honourable Member to the reply to part (b) (i) of starred
question No. 41 asked by Bhai Parma Nand on the 26th January, 1932.

(c) One was rejected and the other received recently is still under con-
sideration.

(d) T hope fairly soon.
(e) Yes. It was received at Army Headquarters on the 7th September,
1985.

(f) No, on the grounds that it advanced claims of sm unsubstantial
character.

(g) Yes, on the 20th January, 1937. T
Mr. Lalchand Navalrai: Were any replies given to those representations?
Mr. . M. G. Ogilvie: Yes, Sir.

Mr. T. 8. Avinashilingam Ohettiar: May I know when the representa-
tions were received?

Mr. O. M. @. Ogilvie: I have already answered that.
Mr. T. 8. Avinashilingam Chettiar: Has the date been given?
Mr. C. M. @, Ogilvie: Yes, Sir.

SMOKRIXG IN THE OFFICES IN THE IMPERIAL SECRETARIAT.

1238. *Mr, Lalchand Navalral (on behalf of Sardar Sant Smgh) Will the
Hon~urable the Home Member please stat2 if any rule exists which pre-
vents smoking in the offices in the Tmperial Secretariat? If so, will he lay
a copy of that rule on the table of the House? If not, does the Honourable .
Member know that smoking is becoming a nuisance in such offices and is
he prepared to take steps to provide separate smoking rooms for the smokers.
and thus prevent smoking?
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The Honourable Mr. R. M. Maxwell: There is no rule against smoking
in the offices. I see no necessily to provide separate smoking rooms.

Mr. Lalchand Navalrai: May 1 kriow if in practice they do smoke in
offices?

The Honourable Mr. B. M. Maxwell: They do.

Mr, Lalchand Navalrai: Are Government going to take any action or
tell them not to do it?

The Honourable Mr. R. M. Maxwell: [ understand that it is a very long-
standing practice and that no one has hitherto taken any objection to #.

Mr. Lalchand Navalrai: Is there no risk from it?

The Honourable Mr. R. M, Maxwell: I made inquiries on that point also
and I found that no fire in the Secretariat has been traced to this cause.

Mr. Lalchand Navalrai: Is the Honourable Member waiting for one?
{Iio reply was given.)

RECRUITMENT OF A S1KH FOR THE INDIAN CIvIL SERVICE.

1239. *Mr. Lalchand Navalral (on behalf of Sardar Sant 8ingh): (a)
Will the Honourable the Home Member be pleased to state if Government
intend to take a Sikh in the Indian Civil Service this year?

(b) Is it a fact that no Sikh was taken in the Indian Civil Service last
year, in spite of numerous representations made to Government on this
point?

(c) Will the Honourable the Home Member be pleased to state the
reasons for depriving Sikhs of their rights? Is it a fact that three Chris-
tians and one Parsi were taken in the London Indian Civil Service competi-
tion this year?

(d) Does the Honourable Member propose to naminate one Bikh this
year?

The Honourable Mr. R. M. Maxwell: (a) gnd (d). Presumably the
Honourable Member wishes to know whether the Government of India in-
tend to recommend to the Secretary of State the nomination of a Sikh
to the Tndian Civil Service this vear. The answer is in the negative.

(b) It is a fact that no Bikh was taken into the Indian Civil Service
iast year. No Bikh was successful in the competitive examinations at Delhi
and London and though representations were made that a 8ikh should be
nominated, Government did not consider that this would be justified.

(¢) The Honourable Member is not eorrect in thinking that the Sikhs
have been deprived of any rights. The policy of the Government of India
is to limit the nomination of candidates from the minority communities
other than Muslims to the figure necessary to secure & recruitment of 8 1/8
per cent. from members of those communities. One Parsi and three Indian
Christians succeeded at the last London examination. As this has given
the minority communities, other than Muslims, a proportion of vacancies
in excess of 8 1/8 per cent., the Government of India would not feel justi-
fied in recommending this year to the Secretary of State the nomination of
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more candidates belonging to these communities. I may add that the Sikly
community has already secured, taking the service as a whole, a larger re-
presentation than it can claim on a population basis.

ProPoSAL To INCREASE THE HouSe TAX py THE LLAHORE CANTONMENT BOARD.

1240. *Sardar Mangal Singh: Will the Defence Secretary please state:.

(a) whether it is a fact that the Lahore Cantonment Board has
recently decided by an official majority of only one vote to
increase the house tax from six per cent. to nine per cent.;

(b) whether it is a fact that out of 15 members of the Board present,
all the eight nominated members voted for the proposal to
increase the house tax and all the seven elected members
voted against it; ~

(c) whether the joint note presented by all the elected members of
the Board has been brought to the notice of the Government
of India;

(d) whether Government are aware that a largely attended public
meeting of the tax-payers of the Lahore Cantohment has
strongly protested against the increase of the tax;

(e) whether the attention of Government has been drawn to the
assurance given by the Defence Secretary in the matter of
levy or increase of tax on the civilian population in the
course of his speech on the debate on the Cantonment
Amendment Act; and

(f) whether in view of strong public agitation against the increase
of the house tax, Government are prepared to drop the pro-
posal?

Mr. 0. M. @. Ogilvie: (a) and (b). Yes. The decision however was to
abolish the house scavenging tax of seven per cent. on the annual value of
buildings and increase the house tax from six per cent. to nine per cent.
Taxes on the annual value of buildings have thus been decreased from 18

per cent- to 9 per cent. resulting in a loss of about Rs.: 18,000 per annum to
the Board.

(c) Yes. R
(d) Government are aware that a meeting was held.
(e) Yes. The incidence of taxation has bheen lowered in this case.

(f) No.

Mr. Mohan Lal Saksena: How does the tax compare with the house tax
in Lahore?

Mr. 0. M. @. Ogilvie: T inust have notice of that question.

RE-ALLOCATION OF THE LAND INCOME To THE LAHORE CANTONMENT BOARD-

1241. *Sardar Mangal Singh: Will the Defence Secretary please state:
(a) whether it is a fact that land income has gradually been taken
away from the Lahore Cantonment Board;
(b) the figures of land income from 1925 to 1937;

(c) whether Government propose to re-allocate this income to the
Cantonment Board?
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Mr. 0. M. @. Ogilvie: (a) Lands outside the bazar area that were under
the management of the Cantonment Board have been withdrawn from their
management. -

(b) A statement of the income from such lands is laid on the table.

(¢) The attention of the Honourable Member is invited to the reply given
to part (d) of question No. 288 on the 15th February, 1988.
Statement showing the income derived f;m the lands withdraun from the management of the
Cantonment Board Lahore, for the years 1925—1937.

. Other receipts
Period. Rent. Premia. s.e., Licence
fee, Grazing, ete.
Rs. Ras. Rs.
1925-26 . . . . . . 41,696 .. 475
1926-27 . . . . . . 42,139 .. 622
1927-28 . . . . . . 36,476 .. 487
1928-29 . . . . . . 35,808 .. 707
1929-30 . . . . . . . 40,457 12,448 768
1930-31 . . . . . . . 42,156 .. 618
1931.32 . . . . . . . 38,300 .. 987
1932-33 . . . . . . . 33,636 400 717
1933-34 . . . . . . . 36,147 .. 702
1934-35 . . . . . . . 25,476 .. 621
1035-36 . . . . . . . 5,203 .. 559
1936.37 . . . . . . . 5,246 _. .. 572

NoTE.—A quarter share of the income under rent and Premia due to Government
under rule has been paid.

TAKING AWAY ACRICULTURAL LAND FROM AND DESIRABILITY OF HELP FOR
MAINTENANCE OF ROADS TRANSFERRED TO THE LAHBORE CANTONMENT

Boarp.
1242. *Sardar Mangal Singh: Will the Defence Secretary please state:
(a) whether it is a fact that the Lahore Cantonment Board spent
a large amount of money in improving the water supply of the
agricultural land in tha Cantonment and that the same has
been taken away from it without compensation; :

(b) whether it is  fact that the roads maintained from the imperial
fund were transferred to the Cantonment after 1925; and.

(c) whether any help has been given from the imperial fund, or any
other fund, for the maintenance of these roads to the Can-
tonment Board?

Mr. 0. M. G. Ogilvie: (a) Yes.

(b) Yes, certain lengths of nine roads.

(c) No.

EXPLOITATION OF THE FORESTS IN THE ANDAMANS,

11248. *Mr. Manu Subedar: (a) Will the Honourable the Home Member
please state the method of exploitation of the forests in the Andamars?
Is it done by contract system, or by departmental work?

(b) Has there been any change in the system during the last ten
vears?

t+For answer to this question, sce answer to question No. 1215 in Debates of the 6th
April, 1838.
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(c) Was any proposal received by the Chief Cominissioner, Andamans,
or by Government, to hand over the Government forests to a company
for a large number of years?

(d) If the reply to part (c¢) be in the affirmative, which was this com-
pany, ;vhat were the terms offered, and what was the result of the nego-
tiation

LEVY oF INOOME-TAX IN INDIAN STATES.

1244, *Mr, Manu Subedar: (a) Will the Honourable the Finance
Member state in how many States income-tax is levied and in which cases
it is at rates different from those prevailing in British India?

(b) What concession or consideration does am assessee in British India
receive in respect of his income in the States, and vice versa what con-

cession does an assessee in the States receive in respect of his incomne
in British India?

Mr. A. H. Lloyd: (a) A statement is laid on the table.

(b) The Government of lndia have entered into double income-tax
relief arrangements with a number of Indian States under which an
assessee who has paid British Indian income-tax as well as State income-
tax on the same part of his income is entitled to a refund of British Indian
income-tax on that part of his income at a rate equal to half the State
rate of tax provided it does not exceed one-half of the British Indian rate
of tax: the other half of the State tax being refunded to the assessee by
the State concerned. Income from agriculture arising or accruing in a
8tate in India from land for which any annual payment in money or in
kind is made to the State is also exempt when received in British India.

Indian States which have an income-tax.

1. Mysore . . . Approximating to or actually the same rates
as British Indian rates.
2. Patiala . . . Ditto ditto.
3. Bahawalpur . . Ditto ditto.
4. Cochin . . . Rates different from those prevailing in
British India.
5. Kashmir . Approximating to or actually the same rates
. as British Indian rates.
6. Baroda . . Rates different from those prevailing in
British India.
7. Travancore . . Ditto ditto.
8. Kolhapur . . Ditto ditto.
9. Jind . . . Approximating to or actually the same rates
a8 British Indian rates.
10. Kapurthala . . Ditto ditto.
11. Benares . . . Ditto ditto.
12. Bastar . . . Rates different from those prevailing in
British India.
18. Mandi . . . . . Ditto ditto.
14. Chhota Udepur . . . Ditto ditto.
15. Bangli . . . . . Ditto ditto.
16. Makrai (Central India) . . Ditto ditto.
17. Sachin (Bombay) . . . Ditto ditto.
18. Akalkot (Bombay) . . . Ditto ditto.
19. Phaltan (Bombay) . . o Ditto ditto.
20. Ramdurg Bombay . . . . Ditto ditto.
21. Kanker (Eastern States) . . . Ditto ditto.
22. Raigarh (Eastern States) . . . Approximating to. or actually the same

rates as British Indian rates.
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+3. Jashpur Rates different from those prevailing in
British India.

24, arh Ditto, ditto.

256. Kawardha Ditto ditto.

26. Khairagarh Approximating to or actually the same rates
a8 British Indian rates.

27, Korea . Ditto ditto.

28. Nandgaon . Ditto ditto.

29. Chhuikhadan . Approximating to or actually the same rates
as British Indian rates.

80. Mayurbhanj Rates different from those prevailing in
British India.

81. Patna Approximating to or actually the same rates
a8 British Indian rates.

32. Sonepur Rates different from those prevailing in
British India.

33. Kalahandi Ditto ditto.

384. Rairakhol . Ditto ditto.

85. Baudh . . Ditto ditto.

36. Baghat (Punjab) Approximating to or actually the same rates
as British Indian rates.

317. Bakti Rates different from those prevailing in
British India.

388. Kalsia . Ditto ditto.

89. Mudhol . Ditto ditto.

40. Faridkot Approximating to or actually the same rates
as British Indian rates.

41. Bhopal . Rates different from those prevailing in
British India.

42, Bikaner Ditto ditto.

43. Maler Kotla Ditto ditto.

44. Loharu . Ditto ditto.

46. Manipur Ditto ditto.

46. Beraikela Approximating to or actually the same rates
a8 British Indian rates.

47. Talcher . Ditto ditto.

48. Gangpur Ditto ditto.

-49. Jamkhundi Rates different from those prevailing in

British India.

Mr. T. S. Avinashilingam Chettiar: May | know what are the States

with which Government have come to an agreement over this question?

Mr. A. H. Lloyd: A large number of States. A list of these will be
found in the Income-tax Manual, a copy of which is in the Library of the
House.

Mr. Sami Venkatachelam Chetty: Have Government entered into
gimilar arrangements with Burma?

Mr. A. H. Lloyd: Yes, Sir.

Mr. Sami Venkatachelam Ohetty: May 1 take it, Sir, that income from
agricultural banks in Burma will be exempt from income-tax?

Mr. A. H. Lloyd: I submit, Sir, that this does not arise out of the
question, which relates to Indian States.
PROPOSAL TO INCREASE 'l\mc Porice Force 1IN DELHI. )

1245, *Mr. M. Asat Ali: (a) Will the Honourable the Home Member
please state whether it is a fact that the existing strength of the Police
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Force in Delhi is proposed to be increased from 1,200 to 1,600, with an
additional Superintendent of Police and some more Police officers?

(b) If the reply to part (a) be in the affirmative, will the Honourabls
Member state the reasons for this increase and additional financial burden?

The Honourable Mr. R. M. Maxwell: (a) and (b). There is no proposal
before the Government of India for increasing the strength of the Delhi
Police but a proposal for the creation of a post of Additional Superintend--
ent of Police for Delhi on the ground that the existing staff of superior
officers is inadequate to cope with the work is under consideration.

Mr, M. Asat Ali: What is the present strength of the staff?

N

_The Honourable Mr. R. M. Maxwell: Four.
Mr. M. Asaf Ali: What did it use to be five yeurs ago?
The Honourable Mr. R. M. Maxwell: | must ask for notice of that.

Qazi Muhammad Ahmad Kazmi: Was there any recent increase in the-
lower staff of the police in Delhi?

The Honourable Mr. R. M. Maxwell: Does the Honourable Member
mean police constables?

Qazi Muhammad Ahmad Kazmi: Police constables and head con-
stables?

The Honourable Mr. R. M. Maxwell: None, as far as I am aware.

Qasi Muhammad Ahmad Kagmi: Since when has the police force conti-
nued to be the same?

The Honourable Mr. R. M. Maxwell: I cannot inform the Honourable:
gentleman without notice when the last increase of staff was made.

Qazi Muhammad Ahmad Kazmi: What are the special circumstances
on account of which this additiohal post is considered necessarv?

The Honourable Mr. R, M. Maxwell: Since 1980 experience has shown:
that the superior staff has not been adequate for the supervision of the-
inferior staff.

Mr. M. Asat Ali: Mav T know if the additional anpointment has been:
proposed because the Princes will be gathering in Delhi in large numbers.

ORDERS RE RECRUITMENTS TO THE CUSTOMS DEPARTMENT.

1246. *Mr. T. S. Avinashilingam Ohettiar: (a) Will the Honouruble
the Finance Member please state if it is a fact-that the Governiment
of India have passed orders that 66'8 per cent. of the qppointments in-
the Customs Department will be filled up by Anglo-In'dlans and Euro-
pesns, and that the remaining 33'3 per cent. by Indians, Armenians,
Jews, Indian Christians, ete.?

(b) When was the above order passed ?
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(c¢) Do Government propose to revise the order? If so, when?

(d) Does the above order affect all the appointments in the Custcins
Department, or only a certain branch of it?

(e) What were the circumstances under which the above order was-
passed ?

Mr. A, H. Lloyd: (u) The reply is in the negative.
(b), (e), (d) and (e). Do not srise.

Mr. T. 8. Avinashilingam Ohettiar: May 1 know whether they have
passed any order—it may not be in the same proportion—reserving a
proportion for any community in the Department?

Mr. A. H. Lloyd: Orders have been passed under which a proportion:
of appointments in certain branches of the Customs Service has been re-

served for certain communities.

Mr. T. 8. Avinashilingam Ohettiar: May I know whether in any branch
of the Customs Department an order like this has been passed reserving:
any percentage for any community? T want a more definite reply.

Mr. A. H. Lloyd: An order comparable with this has been passed i
regard fo the Preventive Service.

Mr. T. 8. Avinashilingam Ohettiar' Muy I know the reason why such:
a reservation for a particular community has been made?

Mr, A. H. Lloyd: May I refer the Honourable Member to the Resolu-
tion of the Government of India, dated the 4th Julv. 1934, which governs.
the whole question of communal appointments.

Mr. Manu Bubedar: Will he place on the table a copy of the orders
passed for the information of the House.

b
~ Mr. N. M. Joshi: Mayv I ask what is the proportion fixed for Europeans:
and Anglo-Indians in the Customs Department.

Mr. A. H. Lloyd: T do not earrv the information in mv head. T want
notice.

Mr. M. 8. Aney: What was the reason for such a heavy proportion?

Mr. A. H. Llovd: T helieve, Sir. the information has either been laid
on the table or otherwise made available to the Members of the House.

t.hu;. T. 8. Avinashilingam Ohettiar: Is it on population basis or on any
other? '

Mr. A. H, Lloyd: If the Honourable Member will refer to the order
I have quoted—it was issued by the Government of Tndia in 1934—he will
see the answer to his question.

Mr. T. 8. Avinashilingam Ohettiar: 1 want to ,know whether they

consider any particular community as particularly qualified for any branchn
of the service.
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Mr. A. H. Lioyd: The Honourable Member is asking for an expression
-of an opinion. :

AGREEMENTS BETWEEN THE DIRECTOR OF CONTRACTS AND THE GHEE AGENTS.

1247. *Mr. Badrli Dutt Pande: Will the Defence Secretary be pleased
to place on the table the original agreements inade between the Director

of Contracts and the ghee agents from the beginning of the agency to
1088_and state the terms and conditions?

Mr. C. M. G. Ogilvie: 1 am preparcd to place on the table copies of the
four agreements made between the Director of Contracts and the ghee
agents from 1928 to the present time. These documents are, however,
8o voluminous that with the Honourable the DIresident'y permission, I

suggest that they be placed in the Library of the House where they will
be accessible to any Member who may be interested.

Mr. Manu Subedar: Is there any proposal to revise these contracts in

* view of the ¢tomplaints that have been heard recently in the Press and
elsewhere.

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

Mr, Badri Dutt Pande: May I know why tenders have not been invit-
ed since 1982? .

Mr. 0. M. @. Ogilvie: Because there has been no oceasion: the con-
tract is for an indefinite number of years and will be in force, subject to
notice on either side, as long as satisfaction continues to be given.

Mr. T. 8. Avinashilingam Ohettiar: As these contracts are for an in-

definite number of vears do Government review them from time to time?
Mr. 0. M. @, Ogilvie: Thev are reviewed every vear.:
Mr. T. S. Avinashilingam Ohettiar: When were they laat reviewed?
Mr. O, M. G. Ogilvie: This vear.

RELATIONS BETWEEN (JOVERNMENT AND THE GHEE AGENTS.

1248. *Mr. Badri Dutt Pande: (») Will the Defence Secretarv viease
state whether the relations between Government and the ghee agents are
those of a principal and an agent and that the agency is on a comiission
basis and the agents are hound to account for all the money realised bv
them from the dealers in the markets and to render the true accomnt of
the actual pavments made by them in respect of purchases, mandi, ex-
penses, establishment and contingencies and financing charges, etc.?

(b) If the agents are not entitled to make any other profits for {hem-
selves except commission, have the authorities examined thelr_onmna!
-account books kept at Gwalior and not the account books kept in Delhi
on interchangeable leaf system and compared the actual payments made
by them with the actual amounts paid by Government to them? If not,
have the authorities any objection to scrutinise the accounts and et
those books from the custody of the agents at once? '
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(c) Are the authorities aware of the fact that the original accounts of
the Agents are kept in Hindi character at Gwalior and that the same
are produced in the courts of law and that the books which are kept in:
English at the Delhi office are for the military authorities? - ’

Mr. 0. M. @. Ogilvie: (a) The relations between Government and the:
ghee agents are those subsisting between a principal and an agent on &
commission basis, subject to certain limitations imposed on the agents’
capacity to act on behalf of Government. The agents are not bound to
account for all recoveries made by them from the dealers under the terms:
of their agreements with them. These recoveries consist of:—

(1) Differences due to excess prices found to have been paid by
the dealers. These recoveries are credited to Government.

(2) Penalties levied by the agents for any irregularity or breach
of agreement on the part of the dealer. These recoveries are
not credited to Government but to the agents themselves.

The agents are bound to render a true account of the actual payments
made by them in respect of purchases of ghee and tins. Mandi expenses,.
establishment and contingencies and financing charges are paid for at &
fat rate as will be seen from the agreement.

(b) The accounts kept by the agents at their branch office in Gwalior
have not been examined by Governmeit. The accounts of the agency
business as a whole are maintained by the agents in English at their

head office in Delhi and these are examined by the Military Accounts
authorities.

Government see no necessity for scrutinising the books kept in Hindi
at Gwalior.

(¢) Government are aware that accounts are kept in Hindi by the
agents at their Gwalior office but have no knowledge of their production
in any Court of law. The books maintained by the agents at their head
office in Delhi cover the agency business as a whole and include that

portion of the branch accounts of the Gwalior and Agra offices which
concerns Government.

Mr. Manu Subedar: In view of the allegations which have been made
that Government have been overcharged, have Government held any
departmental inquiry into thiz subject?

Mr. 0. M. G. Ogllvie: These allegations are by no means new: thev
have been going on for vears. None of the charres ever made have heen
found to be substantiated in the slichtest particular. Government are-
receiving from this firm ghee of a quality which gives the utmost satisfac-
tion at a price less than that quoted in the markets for second-class ghee.

Mr. Badrl Dutt Pande: TIs it & fact that the mandi charges arve only
up to six annas whereags Government have to pay 18 annas?

_ Mr. 0. M. @ Ogilvie: Government are satisfied that the flat rate which
it pavs is a fair one: it amounts—mandi and financine charces taken
together—as far as T remember to Rs«. 1-1-0 per 100 lbs. on aceepted ghee.
*  Mr. Manu Subedar: Tn view of the fact that the charees paid by the:
military, as seen in some publications, were indicated to be higher tham
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the charges which the public pay, may I usk the Honourable Member
whether he proposes to hold a departmental inquiry into this subject in
-order to satisfv himself that everything is all right?

Mr. 0. M. @. Ogilvie: An inquiry is held every vear into this flat rate
‘which has slightly decreased as the years have gone on. I think anybody
Jmowing the agency business will realise that it is possible for these rates
to be decreased if the agent holds the contrnet for some time.

Mr. Manu Subedar: Is the ariny paying more for the ghee than the
‘public? .

Mr. 0. M. @. Ogilvie: The army is paying considerably less than the
public and receiving far better ghee which the Honourable Member him-
-golf may find if he visits Agru, where he will be given a free rample.

Qazi Muhammad Ahmad Kaxmi: What is the rate at which the Gov-
-ernment’ pay? '

Mr. 0. M. Q. Ogilvie: 1t works out now at rather under Rs. 41 a
meund for the finest ghee.

ResIiaNATION OF ELECTED MEMBERS OF THE NASIRABAD CANTONMENT BOARD.

1240. *Mr, Badri Dutt Pande: (a) Will the Defence Secretary be
pleased to state the circumstances under which all the four elected mem-
‘bers of the Nasirabad Cantonment Board submitted their resignalicns?

(b) Have the resignations been accepted?

Mr. 0. M. G. Ogilvie: (a) and (b). T am collecting the information and
will lay it on the table in due course.

“ProPoSED CREATION OF A SEPARATE P0OST OF SUPERINTENDENT 0F ('USTOMS
AT PESHAWAR.

1250, *Mr. Abdpl Qalyum: Will the Honourable the Finance Member
please state:

(a) whether the Superintendent of Excise, North-West Frontier
Province, has so far been acting as Superintendent of Cus-
toms as well, on behalf of _the Government of India;

(b) whether it is now proposed to have a separate Buperintendent
of Customs at Peshawar;

(¢) what was the annual cost to the Central Government under the
old arrangement, and what is likely to be the annual expen-
diture after separation; amnd

(d) whether Government are satisfied that this additional evpen-
diture is desirable or justified?

Mr. A. H. :Lloyd: (a) Yes.

(b) No. The Personal Assistant to Revenue and Divisional Commis-
‘gioner will now perform the dnties of the Superintendent of Customs in

-addition to his other duties.
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(¢) The Superintendent of Excise was given a duty allowance of Rs. 80
per mensem and the Personal Assistant to the Revenue and Divisional
Commissioner will be given a special pay of Rs. 100 per mensem.

(d) Yes. Owing to the increase in the work of the Superintendent of
Customs due to the imposition of tue Lund Customs Line the Provincial
Government did not consider that the Superintendent of Excise could carry

on the work in addition to his own duties, which also were expected to
increase in the near future.

SUSPENSION OF GOLD AND FOREIGN EXCBANGE DEALINGS BY THE BANK of
MEx100.

1251. *Mr. T. S, Avinashilingam Ohettiar: Will the Honourable the
Finanre Member state:

(a) whether the Bank of Mexico has suspended gold and foreign
exchange dealings;

(b) whether it will prejudicially affect Indian exporters to Mexico;
and

(c) if so, to what extent?

-~

The Honourable Sir James Grigg: Governmnent have received no infor-
mation on the subject.

Mr. T. 8. Avinashilingam Ohettiar: Have the Government seen any-
thing in the Press about this? '

The Honourable Sir James Grigg: 1 personally have not seen any in-
formation in the Press about that particular activity of the Mexican Gov-
ernment, but I do not read all the papers.

Mr. T. 8. Avinashilingam Ohettiar: Did the Government call for any
information and did they not get any?

The Honourable Sir James Grigg: No.

Dr. 8ir Ziauddin Ahmad: Did the Government expect that this Bank
would formally write to the Government of India that they are not pay-
ing?

The Honourable Sir James Grigg: No. I would not expect that the
Mexican Government would tell the Government of India.

Mr. Manu Subedar: Are Government watching the silver situation in
Mexico in order to see how matters are going on?

The Honourable Sir James Grigg: The Government of Tndia are watch-
ing a good many situations, but T am bound to confess that I have been
watching the Mexican Government less than many other matters.

Mr. Manu Subedar: Are Government watching the. silver situ.ation
generally in the world in order to see what the effect will be on Tndia?

The Honourable Sir James Grigg: That does not arise out of this.
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BUSINESS REFORE THE FEDERAL COURT AND EXTENSION OF IT8 JURISDICTION.

1252. *Qaxi Muhammad Ahmad Kazmi: (a) Will the Honourable the
Home Member be pleased to state the number of cases instituted in the
Federal Court since its establishment in October last?

(b) If there were any cases, how many of them have been disposed
of and how many of them are still pending? !

(c) Have Government considered .the advisability of legislating for
granting jurisdiction to the Federal Court for hearing civil appeuls, as

contemplated by the Government of India Act, and in view of the state
of business before the Federal Court? :

(d) If the answer to part (¢) be in the affirmative, at what stage are.
Government in that matter? :

The Honoursble Mr. R. M. Maxwell: (a) and (b). No cases have yet
been instituted in the Federal Court.

(c) and (d). Section 206 of the Government of India Act, 1935, under
which the Federal Legislature will have power to enlarge the appellate
jurisdiction of the Federal Court has not yet been brought into force. A
fresh Order of His Majesty in Council would be required for that purpose.
The question of bringing the section into force has been considered bLut”
the view hitherto taken is that the section should not be applied during
the transitional period or, at any rate, until further experience has heen
gained of the working of the Federal Court.

Qazi Muhammad Ahmad Kazmi: How do the Government expect
that they will have any experience of the Federal Court in the present cir-
cumstances when they are getting no cases to decide? Are there any
proceedings likely to come before this Court?

The Honourable Mr. R. M. Maxwell: I cannot prophesy.

Mr. Mohan Lal Saksena: Is it because that there is no work before this
Court that one of the judges has been appointed as acting chairman of
the Delhi Improvement Trust?

The Honourable Mr. R. M. Maxwell: T am not aware of any such ap-
pointment.

Mr. Lalchand Navalrai: May I know why should not these judges in
the meantime be placed on certain committees which the Government of
India constitute from time to time for various kinds of legislation?

The Honourable Mr. R. M. Maxwell: The Judges of the Federal Court
have certain duties to perform under the Act and they cannot be used
for any other purpose which happens to be convenient.

Mr. N. M. Joshi: Ts it not a fact that if the Congress Ministries will
act. more boldly there will be enough work for the Federal Court to do?

(No answer.)

Mr. Badrl Dutt ‘Pande: Can they not be appointed as acting Governors:
of Provinces? .
. (No answer.)
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INTER-DEPARTMENTAL DISCUSSIONS BETWEEN THE WAR OFFICE AND THEK
GOVERNMENT OoF INDIA.

Mr, Abdul Qalyum: Will the Defence Secretary please state:

(a) whether inter-departmental discussions between the War Office
and the Government of India are shortly going to be held in
London; !

(b) when these discussions are likely to start;

(c) what the subject or subjects likely to be discussed are;

(d) whether an Indian, or Indiams, is likely to be associated with
these discussions; if not, the reasons for such a step; and

(e) whether these talks aim at greater Indianisation of the Army
and the decrease in the number of British troops in India?

Mr. 0. M. @. Ogilvie: (a) No. Inter-departmental discussions are to be
held in London between the War Office and the India Office.
(b) During the current month, ‘ ‘
(c) The Prime Minister has authorised the opening of discussions be-
tween the Secretary of State for India and the Secretary of State for War
» on certain aspects of Indian defence in 1alation to the problem of Imperial
defence as a whole, and the Government of India propose to take advan-
tage of these discussions to place their views on all aspects of the question
before His Majesty's Government. It is not in the public interest to give
any further details of the scope of these discussions.
(d) No. Expert advisers from the Defence Services only are to assist
in the discussions, which will be of a technical nature.
(e) I can give the Honourable Member no more information than that
~1 have already given in answer to part (c) of this question.

Mr. M. Asa.t Al.l May 1 take it that in placing their jviews the Govern-
ment, of India will also place the views of this House before those who
are concerned with the discussions that are likely to go on?

Mr. C. M. @. Ogilvié: That will undoubtedly be taken into account.

Mr. M. Asaf Ali: When I say that, I want .a specific answer to the
question, whether the views of this House with regard to the expenditure
incurred by us on Imperial troops or troops maintained by us for Imperial
purpc;ses will be placed before those who are concerned with the discus-
sions

Mr. 0. M. G. Ogilvie: Undoubtedly.

Mr. Abdul Qalyum: With reference to part (c) of the question, may I
know what asnects of the Indian defence or the Imperial defence are likely
to be discussed?

Mr. 0. M. G. Ogilvie: T cannot give the Honourable Member, as T have
stated, in answer to the _question, any further or more detailed information

on that subject. , )
(2721) ‘ B
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Mr. Abdul Qaijyum: May 1 know the reason why ng.Indian expert is
available?

Mr. C. M. @. Ogilvie: Because no Indian expert is at present available.

Mr. Abdul Qaiyum: Is it not due to the fact that the Government
have deliberately not given opportunities for training to Indians?

Mr, C. M. G. Ogilvie: No.

Mr. Manu Subedar: May I enquire of the Honourable Member whe-
ther it is proposed to take the leaders of the people of India of all purties
into the confidence of the Government in connection with these negotia-
tions even if, according to Government view, these negotiations are and
must remain confidential with regard to the general public?

Mr. C. M, @. Ogilvie: I cannot say anything at present. These nego-
tiations are strictly confidential at the moment.

MILITARY AND AvIATION TRAINING FOR UNIVERSITY STUDENTS.

Pandit Krishna Kant Malaviya: Will the Defence Secretary be pleased
to state:

(a) whether the Government of India received any representations
from the Principal of the Presidency College, Madras, re-
questing the Army Department to make provisions for the
extension of military training and training in aviation;

(b) if so, when and with what effect;

(c) whether his attention has been drawn to the statemeut alleged
to have been made by Mr. Papworth, Principal of the Presi-
dency College, Madras, at a meeting of the Senate of the
University, as published in the Hindustan Times, dated the
28th March, 1938, to the effect ‘‘That the University had
made repeated requests to the Army Department with regard
to the extension of military training with no effect;’’ and

(d) what progress has been made by the Culcutta University in giv-
ing military training and training in aviation to the students
of the University?

Mr. 0. M. G. Ogilvie: (s) No.

(b) Does not arise.
(¢) Government have seen the press report.
(d) Calcutta University has a battalion of the University Training

Corps which is reported to be slmost up to strength, and which has been
favourably reported on. Government have no information on the subject

of whether the University is meking any arrangements for training in
aviation.

Pandit Krishna Eant Malaviya: May I know whether the Annamalai
University of Madras did make any represcntation to.the Army Depart-

Mr. O. M. @. Ogilvie: T must have notice of that. -
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Pandit Krjshna Kant Malaviya: Mr. Papworth, the Prineipal of the
.P_re.sldency College, Madras, is a member of the Senate of the Madras
University as well as of the Annamalai University. Am I to understand
that the Senate of the Annamalai University did not make any represen-

tations to the Army Department?

Mr. C. M. @. Ogilvie: I must have notice of that. I have not consi-
“dered the Annamalai University.

Pandit Krishna Kant Malaviya: Am T to understand that a responsible
officer of a Madras University College made a statement in the Senate
which was not correct?

Mr. O. M. G. Ogilvie: I cannot possibly say whether his statement
was correct or not. All I cun say is that we have not received the repre-

sentations stated.

Pandit Krishna Kant Malaviya: Will the Honourable Member kindly
make enquiries and find out how the Principal made such a statement in

the Senate of the University?
Mr. O. M. G. Ogilvie: I cannot guaruntee. to do that.

UNSTARRED QUESTION AND ANSWER.

CLERES IN THE OFFIcEs oF THE CHIEF COMMISSIONER AND DEPUTY
CoMMISSIONER, DELHI,

143. Sardar Sant Singh: Will the Honourable the Home Member be
pleased to state the total strength of clerks in the following offices at
Delhi and the number of Sikhs employed therein:

(i) Chief Commissioner’s Office: and
(i) Deputy Commissioner's Office?

The Honourable Mr. R. M. Maxwell: (i) Chief Commissioner’s Office,
Delhi (permanent and temporary)—88.

Number of Sikhs—Nil’

(ii) Deputy Commissioner’'s Office, Delhi,
and temporary)—158.

Number of Sikhs—1.

MESSAGE FROM HIS EXCELLENCY THE VICEROY AND
GOVERNOR GENERAL.

EXTENSION OF THE LIFE OF THE LEGISLATIVE ASSEMBLY,

Mr. President (The Honourable Sir Abdur Rahim): I have received
a Message from His Excellency the Viceroy and Governor General. The
following is the Message:

“Gentlemen of the Assembly,

1 think it right to take an early opportunity of informing you that I have decided
to extend the life of your Chamberp/’z a further period of one year from the Ist
October, 1938, when the extension which I have already effected will expire.

(Sd.) LINLITHGOW,
Viceroy and Governor General.’

B 2

Total number (permanent




THE INDIAN INCOME-TAX (AMENDMENT) BILL,

The Honourahle Sir James Grigg (Finance Member): Sir, I move:

*“That the Bill further to amend the Indian Income-tax Act, 1822, be referred to a
Belect Committee consisting of Mr. Bhulabhai J. Desai, Mr. 8. Satyamurthi, Qazi
Muhammad Ahmad Kazmi. Mr. B, B. Varma, Mr. B, P, Chambers. Mr. J. F. Sheehy,
Mr. N. M. Joshi, Sir Cowasji Jehangir. Mr.. H. A, Sathar H. Essak Sait, Mr.
A. Aikman, Bir Muhammad Yamin Khan, Pandit Krishna Kant Malaviya, and_the
Mover and that the number of members whose presence shall be necessary to constitute
& meeting of the Committee shall be five.”

Sir, Honourable Members have the full text.of this Bill bt;iore them
and they will notice that we have attached to it s full expladatibn claus:
by clause. I have already circulated tothe House the observations of com-
mercial bodies on the report of the Expert Committee onthe Income-{iX.
and Honourable Members will observe that there are 500 closely prined
pages of opinions. The Bill is, of course, based on this report, and PW
closely it follows it I will show or attempt to show in another connection le¢
on. Of course, a large number of the recommendations of the Commitse
of Enquiry do not involve legislation and these are in the main being pt
into operation by administrative action. There is one which is not wt
operative, which I must mention specifically. Honourable Members wll
find no specific mention in the Bill of the question of taxation of leave py
and salaries drawn abroad. These are at present exempt by resson ofa
notification which has been issued under section 60 of the present At.
I wish to say here and now in advance of the further description of tie
Bill, that it is the intention of the Government of India to cancel tie
notification exempting leave pay and salaries paid abroad, provided iyt
this Bill is passed in substantially its present form, and that that cu-
cellation will take effect as from the date from which the Bill hecoms
operative. T mav add perhaps that the Bill does amend the existing Act
B0 o6 to make it clear that if the exemption goes the incomo o which {
rolates can be made effectively liable to tax.

There is another important recommendation of the Committee of En.
quiry which Honourable Members will not find in the Bill, the position
in regard to which should be explained. and that is the scale of rates
of tax. This, of course, does involve legislation and Honourable Menbers
will find here and there in the Bill clanses whichiproceed on the assump-
tion that the slab system will be introduced, but the scale of actual rates
of tax applicable to different slabs of income is left over to be dealt with
in the Annual Finance Bill. T had considered whether it would not be
more convenient to provide, at any rate, for the first scale to be in this
Bill as a permanent measure, but T rejected that proposal slihough it was
-obviously one of greater administrative convenience. It has been the prin-
ciple_ever since there has been any system of parliamentary government
in this country that the income-tax rater shall be preseribed annuallv, and
although on occasion that is extremely inconvenient to the executive the
rule has been followed rigidly throughout. Moreover, BSir,.the House
has on occasions shown s considerable degree of resentment at the with-
drawal of even imaginary privileges, so that I do not want to present them
with a cause of real resentment by the withdrawal of real privileges.

(2724)
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Another thing which I might mention here, which Honourable Mem-
bers will not find in the Bill, is the question of taking into account agri-
cultural income for purposes of assessing the rate of tax on non-agricul-
tural income. That is not in the Bill, though certain Honourable Mem-
pers. who have spoken to me in the lobby about it seemed to think that
it was. The reasons for its non-inclusion in the Bill and its postpone-
mant till a more convenient season are as follows. Some of the provinces
have already introduced legislution taxing agricultural income. Some of
them have schemes for such taxation in contemplation. Those which
have come to my notice are definitely on different lines from our income-
tax, and, therefore, I am not sure that the situation is sufficiently clear
to enuble us to embody in our income-tax law a provision taking into
account agricultural income for the purposes of our income-tax.  Of
course, the ultimate ideal is one uniform and unified income-tax covering
sll income, the total income being assessed and collected in collaboration
and distributed in accordance with definitely clear and clearly laid down
principles, but it is quite obvious from the opinions of Provincial Govern-
ments on this subject and from the steps which have been taken by some
of thewn that we are nowhere near this ideal and we have ro alternative
but to postpone this question until the situation becomes clearer.

Up to now, I have been saying a good deal of what is not in the Bill
and T expect Honourable Members will begin to think that it is about
time I came to what is in it. I will deal first with the question of the
foreign income of residents. The Comnittee of Enquiry recommended
the assessment of all foreign income ‘of residents in British India on the
basis of the amount actually arising and their recommendation made no
distinction between persons domiciled in British India and those not
g0 domiciled. The proposals in the present Bill are not quite on those
lines. Where the assessee is not domiciled in British India, the assess-
ment will to the extent that the income is from business controlled in
Rritish India be on the full income arising whether remitted to India or
not and to the extent that the income is from other sources the assess-
ment will he on the basis of the umount remitted to British India. In
the case of nersons who are domieciled in India the basis will be, of course,
on that of the whole income arising. What is now proposed follows very
closelv the system in force in the United Kingdom, the difference being
that the income of a domiciled resident from sources other than a business
controlled in British India or from securities, stocks, shares or rents is
to be assessed in British India on the amount of income ariging, wherens
in the United Kingdom the basis of this residue of income is the amount
actuallv brought into the ecountry. Our proposals, therefore, are some-
what stiffer than the United Kingdom law and they have been framed in
the light of the difficulties which are known to exist there. .

. Sir. T come to the provisions in the Bill which I regard as the most
mportant, namely, those which relate to the legal avoidance of tax.
These provisions are designed to prevent persons who are liable to tax
u'nd. more particularly the very wealthy taxpayers from reducing their
liability by tax dodging devices under which the law is evaded but not
broken. A good illustration of what we are out to stop is afforded by
the method employed in a recent case in which super-tax amounting to
2} crores was lost to the exchequer. Several companies which were
substantially owned by one family capitalised their sccumulations of
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profits and issued to the shareholders debentures which were redeem-
able at three months’ notice and were in fact redeemed about 12 months
after they were issued and the shareholders thus received cash in re-
demption of debentures instead of receiving the same cash as dividends.
The remedy which we are providing for this is to define ‘‘dividend’ so
as to cover all profits distributed by a company, whatever form_ ths
distribution takes. A simpler and older device for the avoidance of
super-tax is by a company not distributing its profits at all.  Section
28-A of the existing Income-tax Act was designed to deal with these
cases but it has proved practically a dead letter owing o the almost
unworkable provisions which require the Tncome-tax Officer-to determine
the reasonable needs, existing and contingent, of a company. In place
of the present provisions, we are substituting a simple rule that where
less than 60 per cent. of the company’s profits have been distributed, thr
whole of those profits shall be deemed to have been distributed and super-
tax will therefore be payable by the shareholders. This rule also is to
operate if less than 100 per cent. of the profits have been distributed wheve
the accumulated undistributed profits of past years exceed the paid up
capital of the company. As with the existing section 23-A, the new provi.
sion does not apply to companies in which the public are substaniia’ly in-
terested. In other words, it applies to the private company which is
virtually controlled by one or two persons. Another device of legal
avoidance which is open only to the very wealthy is tc float a company:
abroad, to transfer investments to it and to receive monies from it in
the form of loans which are not repayable. As the company does not
pay dividends no super.tax can be levied upon the principal shareholder
who of course being the virtual proprietor has complete control of the
company. Further the company is non-resident and, therefore, it canuot
be dealt with under the non-distribution section and as the loans are not
income, no super-tax can be charged even though the assessee may be
receiving in this form exactly the same amount of money as he did when
such receipts were in the form of dividends and were taxed accordingly.
Our counter to this is to treat the income of the company as the incom~
of the person who would have been entitled to it, if these artificial
transactions had not been entered into. Although the remedy sounds
simple, a complicated form of words is necessary in order to ensure
that as far as is humanly possible no loopholes are left unstopped, but at
the same time to leave outside the net genuine transfers which have
nothing to do with tax dodging.

e Finally, Sir, there is the more widespread practice of nominally
transferring income or assets from which income is derived to a person
who is not liabie to income tax, and this is to be checked bv deeming
the income to be the income of the transferor except in genuine cases
where the assets are irrevocably transferred and the iucome goes to
somebody other than the wife or minor child.

Now, 8ir, T do not pretend to have descrihed the provisions of the
Bill at all fully. I am only at this stage direrting attention to its main
features.. .No doubt many questions will be arked as to other provisions
but I do not think it possible to anticipate the questions which will be
asked, nor in view of the very full notes on clauses do I think it neces-



" 'THE INDIAN INGOME-TAX (AMENDMENT) BILL. 2727.

sary to do so. 1 might however direct the special attention of the House
to ohe or two of the machinery provisions. There is the provision for
separating the appellate and inspecting functions of the Assistant Com.
missioners of Income-tax—a& change which has been very widely ad-
vocated' for some years past. There is the provision for enlarging the
scope of cases which are appealable, and there are the enhancement of
‘penalties and the provision for a longer time in which to keep assess-
ments and claims for refunds open. 8Sir, if questi.ong are raised on
these provisions in the Bill, I propose with the permission of the House
to deal with these in my winding up speech; and T would like now to
come to some of the wider consideralions raised by the Rill.

Naturally, as there is no actual scale of rates laid down in the Bill,
] cannot give a firm estimate of the amount which will be gained by
these provisions (An Honourable Member: ‘‘Approximately’’?). I will
come {o that. On the assumption that the scale recommended in the
Report of the Committee of Enquiry is adopted, I am confident that we
shall get at least a crore from the legal changes alone; that is, entirely
apart from administration, and I am pretty certain. that that extra crore
will accrue almost immedintely, and that in time we should hope to get
a8 much again, as the machinery of the anti-tax-dodging clauses becomes
effective. This particularly is not the time to make prophecies, because
the question which was referred to in this House the other day as to
whether the world is entering upon a slump or not has not yet been
finally determined. That being sc, it is diffieult to work out the effect
of the various factors which ‘govern the application of the Niemeyer
formula. But so far as I can see at present, the effect of this extra
crore will be that until the year 1942-48 virtually the whole of it will go
to the Provinces. After that, the position is very ecompligated arithme-
tically owing to the fact that the Niemeyer Award was given five years
for it to become fully operative. But the IHouse might be willing to
take it from me that the ultimate position will be that the Provinces will
get one-half of this extra money but that their nhare of the increase will
only decrease to one-half at the end of the second five years of the Award,
and that in the meantime their share of the main corpus will be gradually
increasing. Perhaps it will ‘be clearer if I try to put it into figures.
‘They are for the time being purely illustrative. Let us assume for the
purposes of this Bill that the Provinces will he getting for the first five-
year period two crores a year from the existing Wield of income tax,
and that the present Bill adds one crore to the total yield. Upto and
including the vear 1941-42, the Provinces will get three crores instead of
two. From the year 1042-48 they will work up from three crores to
seven instead of working up from two crores to six and a half.
In other words during the first three years the Provinces will get "one
ccrore a year extra, for the next five years after that, thev will get on an
average 70 lakhs a year extra, and thereafter, 50 lakhs a year extra.
This iz from the Bill alone. As T said just now, this is apart frown
improved administration and apart from any possibility of the normally
expanding wield of the income tax. Sir, I wish to stress this point of
the immediate and ultimate destination of the increase of revenue,
because it is perhaps the main reason to be urged in support of the
Bill, that it will help the Provincial Governments in their work of
reconstruction. )
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Sir, this is a convenient point at which I might digress in order to
deal with the recent speech of the President of the Federation of Indian
Chambers of Commerce and Ilndustry, the Honourable Sir Ruahimtoola
Chinoy, of which we shall no doubt hear echoes in this debate,~—he said,
firstly, that the Bill will hinder the development of Indian industries,
and, secondly—and on the second one I wish to lay particular stress—
that much larger sums could be got for the provinces in much better
ways even through the channel of the income-tax. To take the first
point, Sir Rahimtoola Chinoy said:

“I have no manner of doubt that if the Central Government are allowed a free
hand in revising the Income-tax Law, it will result in giving a permunent set-back
to the development of indigenous industries. It will also check the proverbially shy
Indian capital from coming into the market.”

But surely the exact reverse is the case: and the Bill would so far
from giving a set-back to the development of industry in India, actually
encourage such development. It is perhaps not necessary to go over the
argument used by my predecessor in connection with a somewhat similar
proposal in which he essayed to show that, so long as income-tax presses
more heavily upon the home income of the tax-payer than upon his
foreign income, there is a distinet discouragement of investment here,
and that the law is virtually subsidising the export of capital. The
proposal for the taxation of the foreign income of persons resident in
India upon the full amount arising, instead of on that brought into
British India, i8 a proposal which quite clearly will encourage the
investment of money in India rather than abroad. Incidentally, this
argument of Sir Rahimtoola Chinoy is the exact opposite to the argu-
ment which I have heard advanced—and which I fancy some Honourable
Members have heard advanced recently—-wiz., that this Bill is designed
to injure the expansion of Indian enterprise abroad. Well, in so far
ag that enterprise does not contribute to the upkeep of India, why not?
Really, you cannot have it both ways in this matter: you cannot
simultaneously urge that we are stifling home investment and stifling
enterprise abroad at the same time,—that is, unless the reul contention
is that no business-man should ever pay any income-tax at all. That is
the only way in which vou can resolve that dilemma. The second point
in 8ir Rahimtoola Chinoy’s speech to which I have been referring is to
the effect—and this % where the argument attempts to meet my conten-
tion that this Bill is required in the interest of the provinces—-that by
abolishing ‘the notifications under section 60 and also double income-tax
relief for companies registered outside India, a further three crores of
revenue could be obtained. Of course to start with. that three crores is
a ridiculous estimate. The notifications to which the speech refera are
those relating to pensions paid abroad and to leave pay and allowances
paid abroad. The total amount of tax lost by the exemption of pensions
paid abroad including those which are protected by the Government of
India Act is, as I have attempted to show in this House on, more than
one ocecasion, of the order of some ten lakhs a year. The exemption of
leave salaries and allowances paid abroad costs about 16 lakhs a year, and
T have already explained to the House what I am prepared to do in
this matter. As regards double taxation relief, the total relief is pro-
bably about a crore and a half a yesr. I think the President of the
Federation suggested that 99 per cent. of that went to British companies.



THE INDIAN INCOME-TAX (AMENDMENT) BILL. 2728

That is again a ridiculously high proportion. Moreover, there are provi-
sions in the Bill for tightening up the conditions on which double income-
18 Noow., 18X relief is to be given. But apart from that, surely it would

' be a gross injustice to attempt to withdraw the relief from
those companies and traders whose business has been estabiished in
India for many years on the assumption that the double income-tax relief
would continue to be given. Such a course of action would lead to the
export of capital from India about which in another connection he seemed
to be 8o anxious as leading to the permanent discouragement
of any fresh capital. I cannot understand how such a proposal could
come from one who appears to be so anxious about the development of
industries in India. To me, it seems evident that the adoption of such
a proposal would be disastrous and it would itself be a fresh addition to
the obstacles to the trade and industry of the country and ultimately
have grave repercussions upon the welfare of millions of India’s agricul-
turists. Such a proposal though it is put forward as a means of getting
extra revenue and as a counter to the proposals in this Bill is nothing
more than an attempt to secure a form of additional protection for
certain financial interests regardless of the reactions. on the rest of the
community. And I wonder what these particular financial interests
would say if Burma and Aden decided to adopt a similar principle in
regard to their taxation.

I have said that apart from the provision of money for the provinees,
there are other reasons which make this Bill desirable in itself and of
those, I might mention, the ncecessity for making the income-tax
machine at once more efficient and more equitable. There must in future
be no suggestion that the administration is harsh to the small tax-
payers and far too lenient on the rich. Then, again, Sir, our intention
or our desire is to make the incidence of taxation fairer as between class
and class, to relieve the lower middle classes and to ask the rich to pay
more. On the assumption which I have already proceeded for the purpose
of exposition of the Bill that the scale recommmended in the Income-tax
Enquiry Report is ultimately put into operation in next year’s Finance
Bill, I would ask the House to realise that two-thirds in number of the
tax-payers who now are subject to income tax will under that scale pay
less than they do at present, and the remaining one-third will pay more
than they do at present; most of them a little more and some of them
a great deal more. This is to me a staggering fact and I do not think
some of my Congress friends have yet realised that fact that this Bill
relieves two-third in number of the present income-tax payers.

Perhaps I may leave for a moment the merits of the Bill and come to
some of the steps which have led up to it. First of all we had a Com-
mittee of Enquiry, a committee which travelled round India for six
months and then spent a further six months drafting their recommenda-
tions. If you look at pages 93 and 94 of the report, you wiil see the
list of commercial bodies from whom they received representations and
with a great many of whom they had personal discussions. The Com-
mittee issued their report in January, 1937, and on the report oninions
have been obtained from all the notable commercial bodies in India. I
have laid those opinions before the Assembly already and I remind the
House that there are very nearly 500 closely printed pages of them.
Now, 8ir, I am beginning to get telegrams from some of these very com-
mercial bodies saying that they had no time for consideration and that
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the Bill must be circulated. Let me read a typical example of the
telegram from' the Indian Merchants Chamber. '

*The Committee of the Indian Merchants Chamber understand from press reports
that Governmeat propose introducing the Income-tax Bill shortly.”

_ Just notice the naive way in which they put it, as if this is the first
time they have ever heard of this Bill and that too from press reports :

. ‘'The Committee consider that the Income-tax Bill i ing to be- t )
important piece of legislation,”’— erax BT g o on extremey

—another supremely complicated discovery,—

“Which will affect the commercial and industrial interests speciallp und strongly
protest, if it is the intention of Government to rush it through without any adequate
ogportumty being given to commercial and industrial community for consideration of
the measure in all its details. They therefore suggest that after introduction, ihe
Bill should be circulated for commercial opinion and the further progress of the Bill
should be proceeded: with only after adequate time for receiving such opinion.”

~ One would have imagined, Sir, that the Indian Merchants Chamber
had never given evidence and had never submitted a representation to
the Committee of Enquiry and also one would imagine that they were
completely unrepresented in this printed volume of opinion which I have
laid before the House.

) Now, Sir, may I compare with this, the document which appeared
in the newspapers on January 81, 1937, and the House will bear with
me when I read a few extracts:

I have always desired that direct taxation should play a much larger part in the
financial system of India, and I am glad that the report provides a sound foundation
on which the levy and collection of income-tax in India in future could be based.
The loopholes for evasion, legitimate and illegitimate, which existed have been plugged
up and the honest taxpayer is going to have the solace that the cleverness of thosc
who were escaping hitherto will not avail in future. The public in Tndia must develop
a conscience Against those, who dodge taxes.”

There is another short extract which I hope will be appreciated.

*“There will be those, who will accuse the Finance Department of increasing taxation
on the ples of reform. but T think most of the measures would commend themselves
to persons like me, who desire to see the income-tax occupy a more important place
amongst the sources of India’s tax revenue. The collective effect of these and other
reforms would, in my opinion, lead to an improvement of income-tex receipts hy two
to three crores of rupees, some of which it is satisfactory tc note would come from
those who are at present managing to escape.”

I wiil read another short extract from the rame interview:

“There will be criticisms on details and on some recommendations affecting busines:.
But on the whole, the changes recommended will secure a marked improvement ou ‘he
present position. Because of this as well as the fact that many of these changos
would bring to Government the extra two crores.-which are needed this year and which
8ir Otto Niemeyer expected would arise from increased vield under existing heads ~f
taxes of the Central Government, T hope necessarv legislation for giving effect to the
recommendations will be introduced as early as possible.’

Now, Sir, let me for the purpose of completing this quotation and
of indulging in the rare experience of being given a medal or n ecompliment
from unexpected sources read the last sentence: ' '

“It is & happy coincidence that the consolidation of income-tax law in this

country should be completed by the present Finance Member, who has a great reputa-
tion as an authority on income-tax malters.”

Sir, the author of that interview is Mr. Manu Subedar who, T under-
stand, represents the Indian Merchants Chamber in this Assembly.
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. Bir, there was a debate, if I remember aright, ruised by the European
Group in this Assembly over a year ago in which Sir- Leslie Hudson asked
me what was the projected time table in regard to this Income-tax Bill;
and to the best of my belief T set forth the suggested time table which
has up to now been exactly followed in every particular. Sir, on that
declaration of time table there was not a word of complaint and not a
word of protest until the last fortnight, except that the Federation of
Tndian Chambers of Commerce suggested that before the Fill was actually
introduced I should hold & round table conference; and they pointed out
the analogy of the Insurance Bill and, I think, the Motor Vehic'es Bill,
Well, Sir, the analogy of the Insurance Bill is of course imperfoct. With
the Insurance Bill it was possible for the T.aw Member to gather tozether
representatives of all the interests concerncd; and therefore there was
likely to emerge from his round table conlerence the greatest comimon
measure of agreement. In matters of taxation there ‘8" no agreement
possible if you confine your representation to those who pay tax, except
on the basis that no tax should be pavable at all. And, tlerefore, this
suggestion of a round table conference did not commend itself to me
as a reallv practicable solutien. Sir, I said that we had no protest about
my projected time table unti] the last fortnight. In the last fortnight
[ have had cerlainly a number of messages similar to those sent by the
Indian Merchants’ Chamber. 1 am hound to say that there is a startling
unanimity about them, unanimity almost to the very commas. But all
told T have only had about 20 of these representations and, as 1 said,
mostly in a stercotyped form, and they are all from commercial bodies.
All but {wo or three of these commercial bodies have de“nitely either
given evidence to the Committee of Fxperts or have submitted opinions
which are included in the 5090 psges of written opiniong which T have
already referred to twice; and most of them have done both. Now, Sir,
we hud from these cormercial bodies. whose opnion it is so much desivel
to ascertain, protests from about 20 of them arising in the la-t fortnight,
whereus, 1 remind the House, the time table has been prescrited or laid
down for 18 months; and, as I said, there are alout 20 of thece as
compared with the 70 or 80 commercial Lndies who made 1epresentations
to the committee and nearlv 80 who have submitted written revresenta-
tions on the report.

Now, Sir, let me go back te the point which 1 made earlicr and show
how closely the Bill conformms to the Report of the Committee. At the
risk of vain repetition I will remind the House what T previously said’
that a considerable number of the recornmendations of tle Ccmmittee
have alveady been put into effect administratively; a further numboer can
be put into cffect without legislative action; and T instanced the aboiition
of the exemption regarding leave pay. All the recommendations which
deal with the actual rates of tax to be pre.cribed are leoft over to be
dealt with in the Annual Finance Bill, ind the Fouse hrs in no wav
whatever lost control of that. Of the remaining recommendations | will
give a brief analysis in order that the House may judge for themselves
the extent to which we have conformed to the original rerort. Fone 48
recomnmendations other than those dealt with or to which I have already
referred have been embodied in the Bill without alterations. Nine more
have been embodied in the Bill subject to modification, but in only one
of these is the modification appreciable and in all casrg the modified
provision is less drastic than the original proposal. And in arriving at
all of these modifications we have had before us the 500 pages of opinions
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which I have now referred to three times. Four proposals have been
left over for further consideration, one of these being the inclusion of
agricultural income for the purpose of determining the rate of tax on
non-agricultural income, and I have already exp.ained the position in
regard to that.. And finally, six recommendations, and s'x only, Lave
been rejected outright. In other words, the Bi'l is in essence the Report
and the Report has been before the country for over s year, and T have.
laid before the Assembly nearly 500 closely printed pages of opinions by
commercial bodies on ‘this Report. Sir, 1 have no doubt that all the
necessary new commercial opinion can he obta'ned on the Bill ‘f we acree
to Select Committee now and if I undertake to circulate the Bill by execu-
tive order over a comparatively short time as a preliminary toxthe sittings
of the Committee. But, Sir, commercial opinion is not the only forin of
opinion which it is desirable to obtain and some forms of opinion it is
quite impossible to organise. First of all, there is the opinion of the
musses of the poor cultivators who are not interested in the amount of
tax they have got Lo pay but are interested in the extent tc which Pro-
vincial Governinents can provide them with desirable social services.
And if Honourable Members are rather inclined to be s:rcactic ahout the
amount that this Bill will be able {o do in relation to the vastncss of
the problem, let ine refer to vne of themselves. We had a debate the
other day about a sum of Rs. 90,000 which Prof. Ranga described as
‘‘this huge sum of Rs. 90,000”. Thus said Prof. Ranga:

“8ir, we find that our various Provincial Governments arc finding it hard to
devote even a few thousands of rupees for the sinking of wells, construction of a small

hospital or establishing a small primary rchool or providing some other local benefit
to the local public.”

And at a later stage he worked himself up to a crescendo of eloquence
and said:

“I do not kuow why he did not try to_devote all this money' (i.c., Rs. 90,000)
‘“for distribution amongst the provineces which are dying for funds.”

Well, Sir. the only way to get the opinions of these people that I can
think of is to ask the Provincial Governmments to speak for them. Perhaps
the House will bear with ine while I read some extracls from the various
budget speeches of the provinces which wiil give some idea of the views
of the Provincial Governments. First of all, I will r:ad two quotations
from the Prime Minister of Madras, and he was dealing in his first

‘budget speech with the intense competition for grants for various social
services: )

““Most of these schemes are admirable in themselves and, if we could emnly afford
them, they would be well worthy of acceptance. But as we have to live within our
means, many a good scheme we had to shelve away for better times.”

And again,—

“When we think of the pressing needs of the Province in the matter of the
rupply of clean drinking water for every village, adequate drainage arrangements for all
towns and better and more widespread measures for the pravention of disease and the
distribution of medical relief, centres of healthy entertainment and culture in all
large villages and the establishment of suitable cottage industries throughout the land,
we realise how difficult is the problem of making our limited resources go as far us
possible and ensuring that every rupee is spent wisely and to the best advantago.”

Now I will take the Finance Minister, Bombay:,

“With finances which: are mostly inelastic and inexpansive, with very limited

scope in new taxation, how do we woposs to find thei resources for all the work we
bave in view?!” o i .
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And then again: f

“Although taxation in this prevince is very high, it is clear to us that most o
this taxatign is being borne by the poorer people in the Province. The land tax, the
excise tax. the stamps and court fees, the taxes on .pubhc conveyance, the tax on
country grown tobacco—all these are beinﬁ mostly paid by the rer classes. The
income-tax is the only tax peid by the rich, and that at present is beyond the reach

of the Provincial Government."

Again, Sir, T will take the Prime Minister of United Provinces.

«The result of all this is reflected in the fact that the Province has been able to
do so little in the way of constructive activities which contribute towards soc.l.al,
material and intellectual uplift and the amelioration of the condition of the people.

Another extract:

“Our main sources of revenue are not only rigid, but are likely to dwindle, and in
some cases even to disappear completely.”

Another:

“The history of provincial finances for the last 80 years of so gees to show the
reluctance with which the Centre has relinquished control, financial and otherwise,
to Provincial Governments, the even greater reluctance with which sources of revenue
have been transferréd, and the niggardly nature of the latest financial settlement with
this province, and this at a time when the demand for generously expanded provincial
revenues is imperative to enable the Government to make even a modicam of progress
with the stupendous task which lies before them, namely, to lift the masses from tha
depths of misery, poverty and ignorance to which they have sunk.”’

I wil] come to the Finance Minister -of the Punjab:

“Reforms have forced pointed attention: to the rigidity of our revenues and the
parrowness of our finances, for reforms mean increased expenditure, and our provinces
have not even now the means of making proper or adequate provision for beneficent
or nation building activitics.”

Another witness, Mr. Anugrah Narayan Sinha, the Finance Minister
of Bihar: " . ‘

“These are some of the problems which we have to tackle. Admittedly a proper
solution of all of them requires a large sum of money. The mere wish to have all the
reforms and improvements made is not enough, although thet is a great deal. I can
assure the House that we will spare no pains to take measures to effect the necessary
improvements as carly as possible and to the fullest extent of our resources. But the
question is where and how to find the additional sums that will be required. It is well-
known that Bihor has been the victim of an inequitable and unjust financial allocdtion
and adjustment. When the province was separated, it received no more than what
was being spent on it, and this was certainly very low compared even ‘to other parts
of the same Province of which it then formed a part. Later financial adjustments have
not brought about any appreciable improvement in the situation, and even today the
standard of our expenditure on all nation building departments and works of welfare
for the people is practically the lowest in the country. The sources of revenue that
have been allotted to us are mostly inelastic. The only somewhat elastic sources are
excise and stamps. That meang that' the Province can flourish and that also to a
limited extent only by fostering intoxication and litigation.’’

The Finance Minister of the Central Provinces:

*Coming to the much more difficult and indeed baffling problem of ameliorating
the condition of our peorlg.' on the solution of which denends not only their own
happiness, but also the stability of the whole of our financial structure, T must confess
I find myself, as it were, azainst a stone wall.”’

. I will give one or two extracts from the more recent budget speech
for 1988-89. Ms. Latthe, the Finance Minister of Bombayr

‘“We cannot mint new rupees or print new ourrency notes. All the ¥
get is by readjustments and by mch tsxation as may youly' touch the po?koe‘:.:yo:eth;:
who can afford to 'pay. With these necessarily ‘Mmited resources, we have to strive ‘to
help our helnjess masses. Every one of owr effarts ia directed to the - purmose of
increasing our capacity to take full advantage. of the one great wealth which we

[
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ssess, the man-power in our country. Our proposals, 1, fully realise, strain our
nancial resources to the farthest limits possible. eir natural and anticipated 1esuits

in the next few years wilt be a atill greater strain on our crippled financial capacities.
The Finance Minister of the Punjab:

‘‘Provincial Governments in India do not enjoy much elbow room becaute of the
narrow range of finance rigidly confined within the strictest bounds. All provincial
activity has to be eartied on checked at overy stagze by this constraining factor. Even
moderato projects to push forward along essential lines of progress have to be dis-
countenanced. Increased liability for recurring expenditure can ba assumed on?' with
a degree of caution that must damp the spirit of any reformer, no hold and large
scale improvements, howsoever urgent, and matters of necessity can he enterinined,'
Again, the Finance Minister of Bihar:

“I am afraid the budget cannot bo called very satisfactovy unless the fact that it
is a balanced one gives some cause to feel gratified. T need not. howecver. make an
apology for it, for within the narrow range of our financial resonrces nothing better was

possible.’’
The Prime Minister of Assam:

“On account of this state of provincial finances the Ministry in spite of their best
efforts conld not get the funds for any heavy list of new schemes ... .. From ibe
statement of the finances of the Province Honourahle Members must have realised that
the provincial resources must be augmented if any large scele development in the nation
building departments are to be initiated and carried into execution.”

And now finally there is one from Mr. Bhanju Ram Gandhi, the
Finance Minister of the North-West Frontier Province:

‘“Provincial Government has. therefore. had to restrict its activities -to the bare
minimum within the limits of its inelasiic revenue and fixed sabvention.”

Well, Sir, the surms involved in this Bill are hundreds of times the huge
sum of Rs. 90,000 for which Prof. Ranga’s tongue was hanging out the
other day, and from the extracta I have read I do not think we can enter-
tain very much doubt as to ‘what the Governments of the provinces in
their capacity as trustees for the poor will have to say about this Bill.

Secondly, Sir, there is another body of opinion awhich it is desirable to
take into account, and these are the literally hundreds of thousands of
smaller tax-payers who will get relief from this Bill. I am unable to
think at the moment of any means of eliciting their collective opinion,
but surely it is a very important body of opinion, and I have very little
hesitation in saying that if that opinion could be collected, it would be
unanimously in favour of the Bill.

8ir, is it not clear that the plan, which is embodied in some of the
amendments which T see on the paper, of circulating the Bill before
agreeing to its being referred to the Select Committee is & snare, which
looks to me very much like the technique which big business and the rich
would adopt if they wanted to delay or kill the Bill without frontally op-
posing it. It looks very plausible to ask what will be lost by circulation,
but is it not a perfectly good reply to it: what is the point in a circulation
motion if it is not proposed to delay the Bill? If the notice is only to
elicit public opinion, why not ngree to a Select Committee now, and I
will undertake to circulate the Bill by an administrative order in the
meantime. As I have already said two or three times in the course of
my remarks, the changes from the Report are very f8w, and there will
not be very much to express new opinions about- You can get all the
opinions necessary, and still start our 8elect Committee in time to ensure
that the Bill becomes law by 81st March next so as to be operative from
the 1st April. S8urely, Sir, it is plain to the ordinary man that circulation
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ig.only the wooden horse which it is hoped will cause the full of Troy.
For my part I have no doubt whatever that if the House agrees to no
more than circulation now, the operation of thig Bill will be postponed for
a year at least, Indeed, 1 go further and say that it will be postponed for
much longer than a year. There are doubtless some who intend to do
their utmost to kill the Bill. They may succeed. 1 hope that they will
rot. I personally think—and I have not the slightest doubt that the over-
whelming body of opinion in this House would agree with me that it
would be a crime to postpone avoidably provision through the Provinces
of further social services. But even if those who desire to kill the Bill
succeed "this time they will not succeed for all time; and I for my part
should expect and hope that the ultimate reckoning would be the heavier
for any epherneral success which they may achieve now. 8ir, I move.

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

““That the Bill further to amend the Indian Income-tax Act, 1922, be referred to a
8elect Committee consisting of Mr. Bhulabhai J. Desai, Mr. 8. Satyamurthi, Qazi
Muhammad Ahmad Kazmi. Mr. B. B. Varma, Mr. S, P. Chambers, Mr. J. F. Sheehy,
Mr. N. M. Joshi, Sir Cowasji Jehangir. Mr. H. A. Sathar H. Essak Sait, Mr.
A. Aikman, Sir Muhammad Yamin Khan, Pandit Krishna Kant Malaviya, and the
Mover and that the number of members whose presence shall be nccessary to constitute
a meeting of the Committee shall be five.”

Mr. Akhil Chandra Datta (Chittagong and Rajshahi Divisions: Non-
Muhammadan Rural): Sir, I beg to move:

“That the Bill be circulated for the purpose of eliciting opinion thereon by the
15th September, 1838."

T may tell you, Sir, that it has been arranged that amendment No. 2
only will be moved.

At the outset I cannot help drawing the attention of the House to the
threat that has been held out by the Honourable Member in charge of the
Bill. If he will excuse me, that has become usual with him. The other
day we had another Bill—the Stamp Unification Bill. There are two
parts of the Bill; one was supported by the Members on this side of the
House and the other part was not acceptable to us. The view taken by
him on that occasion was ‘‘Either accept the whole of it or I shall with-
draw the Bill"”’, and he has withdrawn the Bill. Today again we are
neked at the point of the bayonet to accept this Bill; otherwise, a certain
notification that had already been issued will be withdrawn . . . .

The Honourable Sir James Grigg: Does the Honourable Member pur-
port to quote me in regard to the Stamps Bill? I would be glad if he will
refer me to any remarks of mine which he is quoting.

Mr. Akhil Chandra Datta: I have never quoted. I said that was the
attitude of the Honourable Member. I never said that anything was
said on the floor of the House . . . . .

.

The Honourable Sir James @rigg: I say it is a product of the imagina-
tion, not quotation. ‘

Mr. Axhil Chandra Datta: Are you prepsred to contradict me?

. The Honourable Sir James Grigg: The Bill is still before the House;
it is not withdrawn.
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Mr. Akhil Ohandra Datta: Now, Sir, before discussing the issue before
‘us, apart from the merits or demerits of the Bill, which there will be
ample time to examine and consider, the immediate issue before the
House, just at the present moment, is whether there should be circulation
or there should be reference to Select Committee. Before we address

ourselves to that issue. let us have some idea about the nature of the Bill
and the effect of the Bill.

On the 14th February, 1935, the Honourable Sir James Grigg said
this—he was considering the points raised by the Hounourable Dr. Ziaud-
din Ahmad. Dr. Ziauddin had said that the income-tax was too heavy,
and in -reply the Honourable the Finance Member says:

““As a general proposition one can accept this as true and almost as self-evident'';
and then he proceeds to say that certainly income-tax ought to be reduced.
That was his pronouncement in 1935. What is the effect of the Bill now
before us? He said that the increase of revenue as the proceeds of this
tax will be about a crore of rupees. I must confess, Sir, that I am
sccepting this statement with a grain of salt. The honest opinion in
some well-informed quarters is that the increase will be at least five crores
of rupees - . . . . .

The Honourable Sir James Grigg: So much the better!

Mr, Akhil Chandra Datta: There again I do not know if the Honour-
able Member has calculated and whether he is in a position to say that
it will be only one crore and not be five crores. However, that is the
sort of Bill before us. This Bill is described to be an amending Bill.
“May I askif it is really an amending Bill or it is, in substance,
a consolidating Bill!? Sir James Grigg, speaking of the Inquiry
Committee, said in Bombay that the motive for the appointment
“of that Committee was merely administrative overhaul. May I ask if the
~report and the Bill deal only with administrative overhaul or with the
‘entire system of income-tax in India in all its bearings, reluting not only
to the procedure and administration, but also to the vital principles of
‘the systcin of income-tax. We have been told that the Committee made
an extensive tour throughout India and then made their report and,
therefore. the whole question has been considered sufficiently and should
‘be -accepted without further circulation for opinion. Now, speaking of
this Committee, it was appointed in October, 1936. I find from the
report that the members of the Committee signed the report in Decewnber,
1986: that is, they must have taken not more than about two months’
‘time to study the whole quesfion and to formulate their conclusions and
put it in the shape of a report. I wonder if that can be described as a
serious atterpt at all into the investigation of this very intricate problem
of Income-tux law in India. Then again, who ‘were the members of the
Jommittée? Was there one non-official Indian on this Committee?
Was there one businessman on this Committee? Was there one man
who was acquainted with the law of the land, on that Committee? After
all, the law of income-tax is not an isolated law and cannot be treated
separately from all other branches of the law. It is inseparably connect-
ed with the other branches of the law. Wasg there any man on this
(.:"-mmitfee who knew the law of the land, the economic and social -condi-
tions of the people of this country, the habits of the people generally, the
Habits of the people as to conduct of business and so on? There are im-
portant provitions in the Bill and in the report of the Committee as
regards the Hindu joint family, as regards the position of Muhammadans
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with regard to the property of their wives and children, was there any
aman on this Cemmittee, 1 ask, who knew the Hindu system, and for the
matter of that, the Muhammadan system? Then, these gentlemen
‘within about two months . . ...

The Honourable Sir James Grigg: The Honourable Member is repeat-
ing a mis-statement. May I remind him of the fact that the Committee
was in India for over a year, and not for two months? It was appointed
a year earlier than the date he has given. -

Mr. Akhil Chandra Datta: I do not know that.
The Honourable Sir James Grigg: You do aot know that evidently!

. Mr, Akhil Ohandra Datta: I know this much that the Committee in
their report say that they were appointed in October, 1936.

The Honourable Sir James Grigg: 1935.

Mr. Akhil Chandra Datta: I hope I shall not be interrupted. I find
that they put their signature in the report in the third week of December.

The Honourable Sir James @rigg: There is the report (showing the
report) October, 1935.

Mr. Akhil Chandra Datta: If my Honourable friend is so mersistent,
may I remind him of a similar comyittee appointed in England known
a8 the Income-tax Codification of England Committee, how long it took to
study this question and to 'prepare their report? May I tell him that
they took eight years and a hali to study and to report, and even after
that period, when they submitted their report they said that they could
wot study the whole thing very satisfactorily. And although the report
was in the shape of a Bill, still that has not yet been submitted to the
Parliament. Here we are asked to accept without any further examina-
tion the report of a small body of people who are absolutely incompetent
to frame a Bill or to consider the intricate questions involved therein.

The issue being one of circulation vs. Select Committee, what is the
osition? Let us try to understand as to whether there should be circu-
ation or reference to a Select Committee. It is not a matter of arbitrary

decision whether there should be circulation or reference to a Select Com-
mittee. We must go on a certain principle and that principle is this. 1f
there 1s any doubt about the principle of the Bill, if the principle is not
acceptable to the House, we cannot possibly go to a Select Committee,
there must be circulation. The difference between circulation and refer-
ence to Select Committee is this. In one case the House commits itself
to the principle of the Bill; in the other it does mnot. Therefore, the
question arises, are the several vital principles of the Bill such as are
immediately and at the present moment acceptable to us? If it is not,
then there are only two courses open to' us. One is circulation and the
other is throwing out the Bill just now. There is no third course or
alternative open tc us. Although reference to Select Committee preclud-
es circulation, circulation does not preclude reference to a Select Commit-
tee. The Select Coramittee will come in as a matter of course automati-
cally after circulation. We are now asked to go to a Select Committee.

o
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Having regard to the nature of the problems that have got®to be tackled,
how can the members of the Select Committee proceed. unless they get:
the opinions of the country? The Bill deals with very serious problems
affecting the trade, commerce and industry of this country, it affects all
classes of people, and it is only fair that all the interests concerned should
be given an opportunity to express their opinions. What is the principle-
of the Bill? May I ask one question: has the Committee or has the
Honourable Member in charge ever tried to apply his mind to this vitalk
subject, namely, the taxable capacity of India? Before you enact a
legislation like this increasing the tax to such an extent, have you cared
to give one moment’s thought to the question as to the %able capacity’
of India, whether that has been exceeded or not? Has dhe Committee
applied its mind to the question as to how its recommendations are likely
to affect the industry and trade of the country? It appears that one
supreme consideration with the Committee and with the author of this
Bill is the consideration of revenue and not to hold the balance even
between the revenue and the interests of the people. In that view of
gli?l matter, if there is any Bill of which circulation is necessary, it is this.

I shall not take up the time of the House by examining the detailed
provisions of this Bill. I shall only deal with a few points only. There:
is one question about agriculture. It has been said thatr the agricultural
income h#s not been touched. It is true that the agricultural income inr
British India has not been touched,"but at the same time the agricultural
income arising in Indian states has been taxed. There was an important
proviso in section 4 of the Act under which the agricultural income arising
in Indian states and received in British India was exempted. That pro-
viso was not there originally in the Act, but because it resulted in double
taxation, in 1933 there was an amendment and it was passed with the con-
currence of the Government. What has happened to that proviso? The
recommendation of the Committee was that that proviso should be deleted,
but there was no argument given in support of that position. That recom-
mendation has been accepted in this Bill with the result that agricultural
fncome arising in Indian states can now be taxed in British India if the
income comes here, 1 am spesking particularly with reference to the tea
industry, the tea industry of the Indian states. The intention of the
amendment in 1933 was that-so far as agricultural income was concerned of
a man resident in British India there should be no differcnce between the
agricultural income arising in an Indian state and the agricultural income
arising in British India. But that is sought to be nullified now. Although
the recommendation of the Committee with regard to agricultural income
in British India was not accepted in the Bill, that has beer accepted with
regard to agricultural income arising in Indian States: I am now speak-
ing particularly of the tea industry. The tea industry will pay their revenue
once in the State and then when the manufactured tea is brought to India
it will be taxed again. It is precisely to stop this double taxation that an
amendment of the Act was made in 1933. With regard to this matter, I
am in a position to speak from personal knowledge, with regard particularly
to the tea industry of Tripura. There we have to pay revenue for the land
and in addition to it we have to pay what is called royalty at an exorbitant
rate, vis., 3} per cent. on gross. sale proceeds. Therefore, it is not really
a case of double taxation. It is triple taxation. There is something more
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still. Recently they have added another cess. 8o, I do not know whether
there is any justification for accepting this particular recommendation of
the Committee and inflicting this four-fold taxation on the tea industry of
the Indian States.

With regard to the old complaint of the Jdint Hindu family, no relief
has been given. The whole system of taxation of the joint Hindu family
is based on quite a fiction. A family. may consist of 2 or 8 or 4 or 7 mem-
bers. The whole of them are treated as one individual and on that fiction
the tax is levied upon the total income of the family. There is no allow-
ance given for wife or for children and that on a very extravrdinary ground.
They say, ‘‘Oh, the normal condition of things here is marriage’’ and
therefore it is not feasible to give any allowance for wife and children.
The wife’s income is now being amalgamated with the husband’s income
for the purpose of income-tax even though the income may be
derived from her father or from some other source. That is amalgamated
with the income of the husband and the total income is assessed at the
rate applicable to the aggregate income. Even the children’s income is
not spared even if they have got sources of income other than the father.
All that is proposed to be amalgamated with the income of the father and
the total income is assessed.

I shall now say a few words as to how it affects trade and industry,
Representations have been made for a long time past for abolishing the
super tax of companies but no,relief has been given under this head either,
It is said that in the case of corpanies it is really not income tax but
corporation tax. If it is a corporation tax, why do you put it in this
Income-tax Bill? If it be a corporation tax, why do you assess the tax on
the basis of the income and not on the basis of the brivileges which they
enjoy as a corporation. Either it is a corporation tax or it is not. If it is a
corporation tax, is it not fair and proper that tha profits of the company
should be deducted in computing the profits for ths purpose of income-tax.
Then again, if one company receives dividend from ancther company and
that company is super-taxed, if it is a corporation tax, is it proper that the
receiving company should also pay super-tax. The position is this, that so
far as companies’ super-tax is concerned all the advantages of the corpora-
tion tax have been denied but all the disabilities and disadvantages of the
corporation tax have been inflicted upon the company. The result is that
trade and industry are very seriously affected. Tt is a suicidal policy. Thet
is not a wise policy, because if industry prospers and expands, then only it
‘can be a source of revenue. You can kill the goose but you will never get
the eggs in future. Therefore, it is not a wise policy either.

T must confess that the time available for the study of this Bill has been
utterly inadequate. We are not all intellectual giants. We have been
asked W study a comprehensive and intricatc Bill like this in the course of
three days. It is impossible in this short time to examine the full implica.
tions of this Bill, and to find out how it will affect the different classes and
80 on. Therefore, I shall not take the responsibility of going into minute
details of the provisions of this Bill, but this I do say that if I have been
unable to understand the Bill there must be many others who are equally
unable to understand the full nature of the Bill in such a short time. May
I say this to the Honourable Sir James Grigg: ‘‘Strike but hear’’. You may
strike us by the provisions of this Bill but you must listen to us before you
strike. You have flung on us a volume of 500 pages. I wonder who ‘are
the people who can read and digest this voluminous book within sych

. oY
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incredibly short time. We got it on the night of the 4th. The 5th was &
holidey for us. That was the only day on which we could have studied
it. Even if one goes on the whole day reading the book without even taking
his meal, even then it would be physically impossible to go through this
volume. It is no use saying that you have got all these voluminous opinions
and that circulation will only kill the Bill. I want the attention of the
1 Finance Member for a moment. If I am convinced that by the

P- M. girculation of the Bill for eliciting public opinion thereon by the
15th of September the Bill will be killed, then I shall withdraw my amend-
ment immediately, subject of course, to the leave of the %c;uae. But what
troubles me is that T fail to understand how the mere circulaticn of the
Bill till the 15th of September can kill the Bill, or, for the matter of that,
how that can prevent the Bill from being placed on the Statute-book before
the year is out. That is my difficulty. I agree that there should be no
avoidable delay in the matter. On this point I understand that the Leader
of the Opposition will make a statement as to what is the real idea, i.e.,
a8 to when it can be taken up in Select Committee, and when it can be
brought up before-the House. But I repeat that it is not a fact and there
is no substance in that argument that to circulate the Bill would be tanta-
mount to killing the Bill. And is it a kind of Bill that should be rushed
through? If the principle of circulation is ever to be adopted. I cannot
imagine that there is a fitter or more appropriate case for circulation than
the present Bill. 8ir, I move.

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

“That the Bill be circulated for the purpose of eliciting opinion thereon by the
16th Beptember, 1938." puTRO & op y

The discussion will now proceed on the two motions,

Dr. P. N. Banerjea (Calcutta Suburbs: Non-Muhammadan Urban): Sir,
in supporting this motion I desire to make it clear that I am not opposed to
the Bill as a whole. There are some parts of the Bill which I welcome; for
instance, those relating to the giving of relief to the poorer taxpayers.
I am also in entire agreement with the Honourable the Finance Member
in regard to his attempt to close all illegitimate loopholes through which
evasion of taxation takes place. But the closing of.its illegitimate Joopholes
stands on a different footing from the legitimate exemptions granted in
respect of taxation. There are many provisions of this Bill which require
very careful examination, and, therefore, I think that thig Bill should be
circulated for eliciting opinion thereon.

There are three important resasons which impel me to suppost this
motion. In the first place, we expect at the time of referring a Bill to a
Select Committee to discuss the principles of the Bill. Now, are we com-
petent at the present moment to discuss threadbare the principles involved
in this Bill? He would be the bold man who could say that he knows
what is contained in the Bill and what is not contained. We have been
given only three days’ time to consider this Bill, and it has not been possible
for us to compare carefully the present Bill with the original Aet. I wonder
why an amending Bill has been brought forward instead of a consolidating
Bill. A consolidating Bill would have been very much preferable, because
it would have been better understood. It is impossible to go through the
perplexing maze of amendments to the Act. 8ir, this Bill is a very long
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Bill; it consists of no less than 75 clauses and it amends most of the
important sections of the existing Act. It omits some of the sections and
it substitutes some others. It adds several new sections. This Bill is in
fact a larger measure than the original Act, which consists of a smaller
number of sections, 68 in all. Why, then, has the Finance Member thought
it proper to bring forward an amending Bill and not a consolidating Bill?
We are perplexed at the innumerable amendments which have to be read
along with the original sections, sub-sections and clauses of the existing
Act. The preamble of this Bill, moreover, is a short one, consisting of
only four or five lines and does not give us any idea of the scope of the Bill.

Not only is this Bill large in size but it is of an extremely complex
character. The complexity of this Bill is such that any one who knows any-
thing about income-tax will find it extremely difficult to grasp its essentials,
and as regards the ordinary man—the ordinary taxpayer—he will be entirely
lost in bewilderment. Sir, it deals with matters of the utmost importance
and it is not possible for us, without giving sufficient thought to these ques-
tions, to grasp the significance of the provisions and their implications. Sir,
as regards these principles and important details, I shall refer to a few
of them. As the question is whether the Bill is to be referred to a Select
Committee or is to be sert out for circulation, I will not deal with the
principles to any great extent but I will only refer to some of them.

The first point, there is the question of the step system versus the slab
system. The slab system exists in the United Kingdom, and personally
I am in favour of that system but how many people are there even in this
House who understand the difference between the step system and the slab
system—not to speak of people outside the House? This is a very very
intricate matter. Then there are the provisions relating to the grouping
together of the incomes of husband and wife. This may or may got be
right, but evidently there would be a considerable difference of opinion on
this point. Thirdly, there is a distinction drawn between public trusts and
private trusts. Here again, Bir, I am personally of the opinion that only
public charitable trusts should be exempted and not private trusts. But
those who are affected by this Bill should be given an opportunity of having
their say in the matter. Then, again, Sir, there is a distinction drawn
between income from property belonging to trusts and income from business.
What is the basis of this distinction? Is this a question of principle? I
fail to understand what principle is involved in this distinction? If you
allow exemptions in the case of property, why should you not allow exemp-
tions in the case of investments? Fourthly, I do not foresee what the effect
of the provisions relating to the personal incomes of joint Hindu families
will be. It is held in many quarters that this will help to break up the
joint Hindu family system in India. I do not desire to express any opinion
at the present moment, but it is likely that that effect would be produced.’
I do not know whether it is right or wrong. .

Mr. N. M. Joshi (Nominated Non-Official): It is wrong.

Dr. P. N. Banerjea: My Honourable friend, Mr. Joshi, says it is wrong.
On the point whether it is right or wrong, I do not wish to express any
opinion; but before the existing social structure of the country is broken
up, people should be allowed to have their say.

Fifthly, I come to compulsory returns. It can be easily understond
that these compulsory returns would involve a great deal of hardship to
the poorer people and particularly to illiterates.
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Mr. N. M, Joshi: No, no.

Dr. P. K. Banerjea: Of course; my Honourable friend, Mr. Joshi, does
not know that only ten per cent. of the people of India are literates and
that illiterate persons also pay income tax. '

Mr. N. M. Joshi: Very few.

. Dr. P. N, Banerjea: My Honourable friend will ex¢use me if I say that
he is wrong. I have before me the opinion of the Government of the Central
Provinces which says: \

. “There is a body of opinion opposed to the proposal that the assesses should be
bound to make returns suo motu and should be penalised for failing to. make one or

for making an incorrect return. It is apprehended that the provision will cause
hardship in this' country with its low incidence of literacy."

I hope my Honourable friend, Mr. Joshi, will mark these and the follow-
ing words: .
“In view of the complexity of business of making a proper income tax return,

fear is also expressed that the power of imposing heavy penalties in this connection
would be a dangerous weapén in the hands of subordinate officers.”

Well, Sir, this is not the opinion of an agitator. It is not the opinion
of the present Congress Government in the Central Provinces, but it is
the opinion of the loyalist interim Ministry in May, 1987,

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

- The Assembly re-assembled after Lunch at Half Past Two of the Clock,
Mr. ®eputy President (Mr. Akhil Chandra Datta) in the Chair.

Dr. P. N. Banerjea: Sir, at the time the House adjourned for lunch I
was dealing with the first of the three reasons which had impelled me tn
support the motion for circulation. I pointed out that the Members of
this House were not at the present moment able to discuss the principles
of the Bill with the thoroughness that the importance of the subject de-
manded owing to the-short time that they had been given to go through this
Bill, in view of the large size of the Bill, in view of the intricacy and com-
plexity of the measure and in view of the many fundamental principles
involved in it. 8ir, I referred in passing to six of the main provisions con-
tained in the Bill; now I will deal with a few more of those provisions.
The seventh important point that is contained in the Bill is the setting
up of new authorities. This will involve considerable additional expendi-
ture. Umfortunately while the administrative machinery is being expanded
there is no provision made here for an independent tribunal of appeal. In
this connection I will quote to you the opinion of the Chief Justice of the
Central Provinces. The Government of the Central Provinces say:

*“The Honourable the Chief Justice would prefer an independent tribunal to tha
existing system which is, in his opinion, unnecessarily cumbrous and time wasting in
the matter of the duty laid on the Commissioner to state a case.” :

Sir, the eighth point to which I would refer is the question of deprecia-
tion. The provision relating to this matter is such that it is difficult for
us to say whether the industries will be adversely affected or not. Ninthly,
thp provision relaling to accumulated profits is also a difficult problem to
solve. Tenthly, the Honourable the Finance Member said that- agricultural
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income had not been included in this Bill for determining the raté at which

the income-tax was to be levied. But, as was pointed out by you, Bir,
this was included with reference to the States. The acceptance of a prin-
-ciple like this may prove very dangerous. Eleventhly, the penalty has beca
-doubled. Undoubtedly this will cause great hardship, partioularly to the
poorer people and will furnish room for harassment. Lastly, the provisions
relating to double taxation relief are not satisfactory and ought to have gone
further. These are some of the principles to which I have referred but
there may be others which are equally important.

I come now to the second reason for supporting the motion for circula-
tion. The provisions of the Bill will affect different classes of society in
-different ways and they should be given full opportunities to express their

-opinions. The Honourable the Finance Member said that the opinions of
the commercial community were included in this big volume. That is true,
but he admitted that all the recommendations of the Committee have not
‘been accepted in the Bill. A few principles have been left out, but even
these few are important. Then again, Sir, the commercial community is
‘not the only category of persons affected by the Bill. There are others
who wish to have their say on'it. There are individuul persons who have
+to pay income tax, there are persons interested in trusts, there are mem-
bers of joint families,—all these want to express their opinion. We may
-or may not accept their views, but opportunity should be given them to
-pxpress them.

Sir, this is & measure of fresh taxation. The Honourable the Finance
Member made it clear that he would get about two crores of rupees if tho
Bill be passed in its present form. Perhaps he may get more T am not
-one of those who regard tuxation as a necessary evil; on the other hand, I
.am one of those who consider that in proper conditious and in proper cir-
cumstances taxation may be made a necessary good. But do these condi-
tions exist in our country at the present moment? That is a question which
I will Jeave to the Honourable the Finance Member to answer. He said
‘that one-half of the proceeds of the new measure of taxation will go to the
provinces. So far so good. I am very happy that the provinces will have
at their disposal larger amounts of money to spend on their nation-building
-departments. The provinces are in need, particularly the Congress provin-
ces. The Congress provinces have given great promise of development and
‘they should be fully supported by us. I wish he had expressed the view
that the whole of the proceeds would go to the provinces: I would have
entirely supported him on that point. But because the money will go to
the provinces and because the provirtces are in need, we should not enact
any unjust measure. Income tax, Sir, is regarded as one of the best
‘methods of taxation, because we are able through it to secure justice in
taxation. Let that be our watchword. Let us see to it that no injustice
is done to any class of people.

My third reason for supporting the motion for circulation of the present
Bill is that it is defective in many respects. Omne of these defects is that,
no allowance is made in this Bill for children. Another is that no distine-
tion has been made hetween earned income and unearned income. But the
most important omission is that the present Bill does not subject to Indian
‘income tax the interest on sterling loans and the pensions paid in England
out of Indian revenues. S8ir, this is a grave injustice to the Indian Ex-
-qhequer and has been a standing grievance of the Indian public for & long
time past. The other day the Council of State discussed a Resolution
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relating to this subject, and the Honourable the Finance Secretary stated
that there were certain sections in the Government of India Act which stood
in the way. Now, Sir, my point is this: if Government gets time they will
be able to approach the Home authorities with a view to these sections cf
the Government of India Act being amended. Sir, the injustice of these
provisions of the Act has not been denied by any person, and indeed he
would be a bold man who would deny the injustice. Therefore, I would'
ask them to take time so that they may approach the Home authorities,
8o that these sections of the Government of India Act may be amended,
and proper provisions introduced in the Income tax Amendment Bill. Sir,
for @ long time past, indeed since the commencement of British rule in.
India, a tribute has been exacted from this country in one shape or another,
and these provisions of the Government of India Act secure to the British
Government this tribute. The time has come when this tribute should
cease. The Honourable the Finance Member said that the amount of this
tribute was not very large. Well, even if it were Rs. 20 to 50 lakhs, for
a poor country like India this amount is very considerable. I hope and
trust that this House will definitely demand that in the Income-tax Arcend-
ment Bill a provision should be inserted for taxing the pensions as well as
the interest on sterling loans which are paid out of Indian revenues.

Sir, the Honourable the Finance Member said that any delay in accept-
ing his motion would indefinitely postpone its enactment. I do not see why
it should be. If we circulate the Bill now and appoint a Select Committee
in the Bimla Session of the Assembly, the Select Committee may meet in.
Qctober, and o special Session of the Assembly may be held in November,
so that the whole Bill with all its provisions may be ready to come into-
operation on the 1st April, 1939. Now that it has been decided to extend
the life of this Assembly by one year, there ought not to be any further
difficulties in the matter. If this had not been done it might have been said
that if the Select Committee of this Assembly reported, this report would
not be binding on the new Assembly, and so a fresh Select Committee would’
have to be appointed, thus causing indefinite delay and postponement.
Now, there is no ground for the Finance Member not to accept the motion:
for circulation. If he does accept this motion he will be able to rid this
Bill of its evil features, he will be able to insert provisions which are im-
portant, and he will be able to do justice to the different classes of society
in the country who wish to express their opinions.

Mr., Manu Subedar (Indian Merchants’ Chamber and Bureau: Indian:
Commerce): 8ir, the British Treasury, perhape anxious to see that the-
British interests in India are safeguarded and also extended, has sent to-
this country two Finance Ministers—one was Bir Basil Blackett who, in
spite of his faults, was reslly great, and the other is Sir James Grigg who-
thinks he is great.

The Honourable Sir James Grigg: On the contrary I was quoting you,
not myself. .

Mr. Manu Bubedar: I do not wish to anticipate the judgment of
history as to whether he will he able to impress the posterify with his:
claim for greatness, but I will say that this particular Bill will certainly
not entitle him to the distinction of being a great Finance Minister of
this country. As I heard the Finance Minister today, I was' looking for
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his lifting this debate into the higher regions and to give us some genuine
justification for the great measure which he is bringing, justifying it on the
definite canons of taxation, indicgting how the different classes were
affected and the relative position of India with reference to other countries
in regard to relative incomes, but, Sir, I failed to find all that. I then
remembered the compliment paid to him by the London Times just before
the grants were thrown out that Sir James has a great political flair.
Now, I find an attempt in his speech to sow division, suspicion, suspense
and generally to create a murky atmosphere in which everybody is looking
at everybody else to know what is the position. I find, Sir, an attempt
on his part to convince this House and through his speech to convince the
country that he had greater love for our provinces than we had ourselves!
Bir, T will retort to him that I love my country and serve my country,
and I accuse him that even in his place here, he is serving his own
country. I shall show, Sir, in the latter part of my remarks in what
way even in this Bill he is serving his country more than he ig serving
my country.

Now, Sir, coming to his speech I will refer to the personal remarks
which the Honourable the Finance Member made. It is very flattering to me
that he should quote me as an authority, which reminds me of the
Biblical saying about the devil quoting the scriptures! I am very glad
that the Finance Member accepts me as an authority, and I trust that he
will in future follow what I have been trying to say in this country for
the last 25 years, formulating ecoomic opinion; and if be does follow
that he will certainly go down tc history as a great Finance Mewmber. I
will not take away from him the one compliment which I have paid to
him and which he cou!d not restrain from informing this House ahout and
that was that he comes to this country with a great reputation as being
an expert in income tax matters. I maintain that he iz a great income
tax expert, but I complain that he has used his expertness not in the
service of this country or in the advancement of the interests of this
country, but in the service and advancement of British interests in India,
as I will demonstrate.

Taking the subject matter before us, I would say this: the Honourable
the Tinance Member will remember that commercial opinion and indeed
general opinion throughout the country wanted an incorhe-tax inquiry
committee with non-official Indians thereon, so that their case may be
heard, not in 500 pages books but directly by assessors who are sitting
on the committee. You, Sir, in your speech this morning have made it
clear that that was essential; but that essential was passed over. The
Finance Member expressed a desire to reform Income-tax law as soon
as he came to this country and he hag taken all these years; even after
January, 1987 (when I made those remarks which he has quoted), fifteen
months have passed and now, when it is suggested by my chamber that
this Bill should not be rushed into law, that means that we should be
given reasonable opportunity to examine these things; he hus pointed out
that whereas I wanted an immediate change in the law, mv chamber
is now wanting to examine the actual wording of the very complicated Bill,
as all Honourable Members must have found out by this time. He is
complaining. 8ir, this flippancy and these cheap sneers at commercial
bodies is not going to help the Finance Member. There has been a prac-
tice in this country that in important committees of this kind, when they
make their report, Government should submit to the country their views in
the form of a Resolution. This has not been done on this occasion. The

.
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opinions on the Committee’s report—the 500 pages which the Honourable
Member threw in the face of Members tn this House—were opinions on the
Committee’s report. I ask him, and I ask every Memher of this House to
ask himself, why have these opinions been withheld from Members of this
House and this Assemb!y until the last moment—why have they been given
to us at & moment when it was not possible physically to get through
them before we have to make our remarks on this Bill? We had the
example of the Railway Authority, the ‘Cominunications Member, in
connection with the Wedgwood Committee Report, whq published the
recommendations with their comments. The Committee \akes a large
number of recommendations. We are not told which have been accepted
and which have not been adopted and why. The Honourable the Finance
Member spoke this morning of some recommendations—he gave various
figures—and what this House would have very much liked, and what I
suggest is still possible is a seriatim mention of the recommendations of
the Committee with the reasons as to why certain recommendations have
been adopted, certain have been postponed, certain of them modified and,
if s0, in what direction the modification is. I want to know why in
some cases the recommendations have been exceeded; why for example,
the recommendation in particular with regard to those pensions which are
not safeguarded by the (Government of India Act—section 272—pensions
earned in Tndia but made payable abroad are not going to be taxed and
why the Finance Member has gone beyond that recommendation of his
own Committee—a committee of officials, one of whom was then not an
official but is sitting with us now and one who was an official—why the re-
commendation even of that Committee has been set aside; the Honour-
able the Finance Member has not told us until now in the morning's
speech. Bir, I still hold to the views in general which I expressed at
that time as an Indian economist; but the word ‘‘Indian’’ as well as the
word ‘‘economist '’ is anathema to the Finance Member . . . .

The Honourable Sir James QGrigg: Not at all

Mr. Manu Subedar: T still hold that T am g'ad that provision is being
made in order” to get tax dodgers to pav fully and that loopholes for
wrongful evasion whether in law or outside the law are being stonped.
But that is not what this Bill does. This Bill unfortunatelv goes very
much further. This Bill takes awav allowances; it alters the basis of
calculation; it alters the very structure on which taxes are to be collected ;
it alters substantially the extent to which taxes will be collected; and
a8 1 _wi]l show, in various directions 1t has very far-reachinz effects in
addition to stopping evasions. You stop evasions, by al' means; but
when you make fundamental and structural modifications, it is only fair
315115 gou should tell this House what the full effect of those modifications

e. ‘

I regret very much once more that I have to point out that the Finance
Member has not treated this House with consideration. In giving us the.
estimates of the extra yield from the various measures which are coming
on, he did not tell us whether the extra yield would be the effect of the
actual changes which he has embodied in this Jaw or whether there is
not some sti!l further extra yield by the changes which he has already
adopted by way of administrative practice and through administrative
orders, alsc.> on the recommendations of the Committee. Lastly he has
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not told. us with regard to the rates what he is going to do beyond the
one general statement that he will take the sample slab- rates as put
down by the Committee in the appendix. Sir, the rates will determine
whether the volume of taxation collected will be very much greater or
not. He has not told us—though he has been talking so much about the
poor man and so on—whether he is going to take the limit of exemption
to Rs. 1,000. ‘

ANl T want the House to consider in this matter is not whether any
individual section is all right, hut whether the cumulative effect of every-
thing which is provided in this Bill will be an equitable measure—a
measure which will not fundamentally disturb the structure of trade and
industry in this country and disturb it so much that we may ourselves
have to retrace our steps in order to put things right.

Sir, I want to speak a few words with regard to the point which he
made, narely, that only the rich people are concerned with this Bill.
I hold no brief for individual rich men; you can tax them as much as you
like. I do hold a brief, however, for the trade und industry in this
country . . .. r

Mr, M, 8. Aney (Berar: Non-Muhammadan): For the rich ag a class!

Mr. Manu Subedar: You can take from them whatever vou like; but
that has nothing to do with the extra monev you take out from trade and
industry, of which you must not dsturb the structure. I want to point
out in a few directions how the Bill also affects the poor. After the
provision that the wife’s income must be calculated in making up the
total, a good many people who were not assessees have become assessees,
and in future not only these assesees but the near-assessees, those who
are very near the limit, will have to declare whether called upon or not,
what their income is. Thig obligation is going to be very difficult for
some of them. Then there is soinething which will interest my friend,
Prof. Ranga. 1f a workman has got an accident and if he gets a lump
sum or if he dies and his wife gets a lump benefit, this was hitherto
exempt. But thig Bill secks to take away the exemption and this money
in the hands of the wife will be taxed . . . .

The Honourable Sir James @Grigg: 1t is still exempted. The Honour-
able Member is wrong.

Mr. Manu Subedar: I am very glad that I am wrong. I wish that
.on the various other points on which T may express apprehensions the
Honourable the Finance Member will with equal readiness give
us an assurance. I am here to take thesc assursnces. I am
not here to be right, I do not mind. Then, Sir, I want another assurance,
gha: thed poor man’s insurance money whenever he receives it will Also not

e taxed.

3P M.

The Honourable Sir James Grigg: He can have that assurance too.
Mr. Manu Subedar: I am very glad that these doubts are getting

over. If he removes all the doubts I shall be the first to sayv that this
is a very excellent thing.

‘An Honourable Member: Go on asking. .
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Mr. Manu Subedar: Take the position of the poor man as a share-
holder. Various poor men, those who are not assessees have a few shares
of some kind or other. His position also is affected. If the company
is taxed more the company will not be able to give devidends and to
that extent the shareholder will be affected. But what is more, the tax
was deducted at the source at a very heavy rate and the poor taxpayer
hitherto had the benefit of a refund. This benefit of a refund is taken
away by clause 51.

The Honourable Sir James Grigg: He still gets the benefit of the
refund. ,

Mr. Manu Subedar: He gets the benefit of the refund, not at the
differential rates.

The Honourable Sir James @rigg: Yes, he does.

Mr. Manu Subedar: I am very glad that the Honourable the Finance
Member is ready with assurances. I will presently ask hrm a couple of
questions on which I want an assurance. Everything is being taxed,
industry -and activily of any kind. Taxation generally goes by way of
expenses and it has invariably the effect of increasing the cost of the
articles which the particular company is producing. All utility companies
and all other businesses producing anything in this country, in fact, the
whole range of enterprise in which the poor are interested as consumers,
8 point which the Honourable the Finance Member has made,—all these
companies are going to be affected by measures which are forecasted in
several other sections here, and I say that this is a Bill which in its
ultimate effects is not going to leave any class of people altogether free

from its indirect burdens, even if the number of assessees concerned is
very small. '

Then there are portions of the Bill which affect the structure of busi-
ness in this countrv. 1 wish to refer to only one point with regard to
partnership. Everv one knows in this country, at least my observation
and experience is that in the matter of partnership there are a good many
firms in which there are men who do not contribute much or any of the
capital hut who are still given the designation of partners and are given
a certain amount of salarv, whether the firm makes a profit or not, and
whose interest in the results of the firm’s working is stimulated by an
sssurance that they will get a share of the profit. According to my,
reading of section 10 (4) (b), the firm will not be allowed to deduct frora
its total income anything paid to the partner not merely by wayv of
salary but by way of interest, commission or remuneration. This means
that the structure of many partnership firms, many of them quite small,
is going to be seriously affected. It may have to be seriously altered and
this lis going to cause considerable hardship to a very large section of the
people.

The Honourable 8ir James Grigg: The Honourable Member is wrong
again. The new method of assessing will make no difference whatever.

~ Mr. Manu BSubedar: I am very glad that it is all going down in the
- 'records. Then the owners of property are also going to be affected. Joint
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property which was hitherto assessed separately is now going to be assess-
ed in the names of two people, and with regard to insurance which the
owner of the property has to incur as a matter of course,—insurance is
as necessary as repair, insurance in these days of the house and other
property which one possesses is an absolute essential and necessity. Still
I find in section 9 (c) that the insurance amount which will be paid by
the owner of the property will not be deducted when counting up the total
income,

The Honourable Sir James Grigg: The Honourable Member is wrong
again.

Mr, Manu Bubedar: I am very glad. Then there is the question of
trusts and settlements. The matter was referred to by Dr. Banerjea and
in these trusts and settlements there are certain practices, social and
economie, in this country which are going on. But it is suggested that
in future the transferor or the settlor will have to add to his income the

entire income of any such trust or settlement which he may make for
social and other purposes.

There are good points in the Bill and there are others, and I will now
refer to one good point, namely, that the demand of the ecommereial
community that losses should be carried forward has been at last con-
ceded, though in a somewhat niggardly manner, but it has been con-
ceded and it is & good point. I am personally very glad that certain
incomes which were escaping on the ground of being religious and charit-
able are being roped in, though I should have liked to see the Honourable
the Finance Member going further in this direction. Then we find that
municipal activities outside their jurisdiction are also going to be taxed in
future. With regard to clause 38, we find that the apvellate Assistent
Commissioner will be working directly under the Central Board of Reve-
nue. This is an improvement over the present position, but unfortu-
nately clause 38 omits section 33A which provides facilities for reference
to a Board of Referees consisting of half business-men and half judicial
men and appeal to such Board' of Referees has been abolished. With
regard to the claim for refund, in future Government will be generous
enough to entertain this ciaim for six years instead of closing it at the
end of one year as at present. But the Government are going to claim
the right to reopen a case up to six years mn the past. This, I submit,
in going to create great hardship with regard to all classes of assessees,
whose affairs may have been displaced on account of death, departure
from this country, separation of partnership, or addition of new purtners,
liquidation, modification, transformatiod, amalgamation and many other
circumstances. It is going to create an extreme hardship. The Honour-
abla the Finance Member claims that he is trying to approximate the
income-tax of this country as near to the system in the United Kingdom
a8 possible. I say if he is trying to do so, why is it .that he has not
brodght in a distinction between earned and unearned increment which
forms the entire basis of the system in the United Kingdom?

I want to secure the attention of this House for a moment to cne
very major point and on this I shall be very glad if the Honourable the
Finance Member will give me an assurance also. That is whether the
collective effect of several sections does or does not amount to a capital
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levy. A capital levy is a war measure and could only be justified when
a country is in very serious danger. But when a country is in normal
times and when it is not on the brink of a depression as the Honourable
the Finance Member himself said the other day, it is very surprising that
there should be provisions, which even with the defective reading which
I might make of those provisions in the course of one and a half days
which I have got over this,—it should be very surprising that they should
have directly or indirectly the effect of a capital levy. Now, Sir, the
clauses which I refer to are clause 2—definition of dividend. and clause
10 in which we have got the changes in connection with the depreciation
from the original value, not to, replacement value which would be in my
opinion a very much fairer basis, but to the written downsvalue. That is
not enough but the carry-forward of this depreciation which hus been
allowed hitherto and which has been a very useful thing for joint stock
companies, that carry forward is also being interfered with. Then, Sir,
with regard to the renovation, with regard to the disposals and sale of
plant, there are various restrictions which I shall not weary the House
with.

The Honourable Sir James Grigg: The Honourable Member is wrong
about obsolescence. The provisions in the Bill are much more generous
than the old ones. .

Mr. Manu Subedar: That is a matter of opinion. It is no use reading
a section of the Bill by itself. You have to read it in the light thrown
on it by other sections and you have to see the cumulative effect. No
one would be more glad than myself if I was told and felt that trade and
industry will not be interfered with and that the flow of capital will not
be curtailed and checked and that really the tax-gatherer’'s hammer is
not going to fall heavily on trade and industry. I repeat I am not here
to fight the rich man’s battle. I am here to fight the battle of trade
and industry. The provisions about bad and doubtful debts which have
existed hitherto are also being circumscribed. Then there is a distinction
between the portion of a building which ic used for business and the
portion which is not used. Here also it seems to me that a large class
of assessees of the middle class for whom great sympathy is professed
are going to be affected. And lastly we have the provision that the cess
and other taxes paid by business will not be allowed by way of expense
when they vary with gains.. Even under the existing system of tax, the
scales are heavily weighted against joint stock enterprise and I will illus-
trate this. If an individual trading himself makes Rs. 10,000 a year, he is
paying one anna in the rupee, that is to say 12 pies, but if the same indivi-
dual were induced to turn himdelf into a joint stock company and if
there was a small joint stock -company, then this company will have to
pay a tax even under the existing system of 26 pies. In other words,
jeint stock company “enterprise is already at a disadvantage and I submit
that in this Bill there are various parts, in which déliberate attempts
appear to have been made to discourage a form of aetivity in' regard to
which every Government in the world including the Government of the
United Kingdom have taken numerous helpful steps. :

Now, 8ir, I want to refer for one moment to the discriminatory clauses
in sections 4 and 5. These are discriminatory clauses through definitions.
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An Indian having his income abroad will have to declare his income
"and he will be taxed, but an English resident is given a different, treat-
mept. Similarly an English Company is given a different treatment,
becuuse the control and management is without India. This dlfff&l’elltlal
treatment is obviously dictated in the interests of the United Kingdom
companies and is unfortunately going to cost this country heavily, because.
of the leakage through the establishment in Indian States of the head offi-
ces of many businesses carried on in British India. But, $u-, the gene'ralv
principle of double taxation which is provided in clause 53 is one to which
I would invite the attention of the Government. The Honourable the
Finance Member had much to say in his speech on this subject and I also
may be forgiven, if I say a word or two from the point of view of my
country, as indeed the Honourable the Finance Member spoke from the
point_of view of his country. Now, Sir, I will recall to this House the
opinion of Mahatma Gandhi, in the matier of all reciprocal agreements
with the United Kingdom. The Mahatma gave the parable of the giant
and the dwarf. Every time you have a reciprocal agreement with the
United Kingdom, you find that you are giving much and you are receiving
something which, to use the word which Sir James Grigg is very fond of,
is all imaginary. This House will recall that there was a time when
English shipping companies paid no tax. They were not assessable to
income-tax at all. This has been an old tradition and I find it almost as
deep as the tradition built up from the days of the East India Coirpany
snd this tradition unfortunately still continues and I am sorry that the
Honourable the Finance Member has not taken up the cudgels on behalf
of India. Sir, inquiries were made of the Government of India as to
what was the cost to India of this double tax relief and the Honnurable
the Finance Member himself has quoted this morning the cost of the reci-
procal relief. The so-called reciprocal relief to those taxed in the United
Kingdom is one crore and 48 lakhs a year, which is a very considerable
sum as we all realise, considering the 12 provinces which would be very
glad to have this money. We made inquiries from the Government over
and over again as to what was the corresponding relief which Indians
secured in the United Kingdom. The Government of India eclaim that
they did not know. I say it is very wrong for the Government not to
know what we get in return for something which we give. If a guess was
to be made, and again I speak subject to correction, and I should be glad
to be corrected on this occasion, I do not think that Indian assescees in
the United Kingdom get more than two or three lakhs against a crore and
48 lukhs relief which you are giving away to them. Now, Sir, the principle
which I would advocate in connection with double relief is that the natio-
nals of each country should get relief from the Treasury of that rountry.
The nationals of a country should go to their Government and say ‘‘Give
us this relief as we have to pay taxation in two countries’’. That is not
done here. Here the other thing is done. If an Indian national makes
money in Japan, he bas to declare his full income, pay the full income-tax
in Japan and he has to pay full income-tax a second time in this country
sud he cannot even approach the Government of his country for some
relief, but an Englishman in this country or an English company or firin
which makes money in the United Kingdom or money here and whs has
paid taxes in the United Kingdom, can coms to ths Government of this
country and say ‘T have been already taxed there. Therefore vou must
ive me relief’’. Relief is not to be given to the children of the Home.

& relief is to be given to the United Kingdom, because if we do nod
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do so, the Finance Member suys that capital will fly away from this
country! I see there are very drastic provisions against joint-stock enter-
prise in this country embodied in this Bill, and I should be very glad if iy
European friends will give us their views on this subject, because these
provisions affect equally Indian and European capital. Now, if that capi-
tal which is equally penalized by the provisions of this Bill is roped in,
we should be glad to have the views of our European {friends. They
came here for opportunities which they thought would continue. but the
penal provisions of this Bill almost amount to a capital levy in some cases;
and if these provisions will not frighten away British capital from India,
I certainly do not think that the taking away of the reliaf of double taxa-
tion will frighten them. =

Sir, the Finance Member in his remarks during the Budget debate,
which we did not hear in this House, said that he was not sure whether
the depression had or had not come to this country; he felt, however, to
be inclined to feel that the depression was creeping around the corner. If
that is so, then my submission would be that at least with regard to those
provisions of this Bill which affect the structure of business, which is
going to shake up and metamorphose so many things in the business life
of this country, at least with regard to those provisions, let us have the
views of the public and let us modify them if we feel that we should do
g0 without any harm. Sir, the issue between the tax-gatherer and the
tax-payer has been the same all over the world. If Sir James Grigg thinks
that because he is mentioning the needs of the provinces, the taxpayers
arc all going to fall on his neck with two arms, he is very much mistoken.
Sir, the system of tax including the burden thereof can be justified by
the needs and the strict needs only of the State. The principle which we
believe in is that money in the pockets of the people fructifies and goes
into a productive channel; money in the pockets of the State is something
which is apt to be diverted to unproductive extravagance. Sir, this
justification has not been given by the Finance Member on inancial
grounds. and I should be looking with interest for this justification in his
closing remarks.

In the meanwhile let us take up the question of circulation or other-
wise. Sir, I wish here and now on behalf of my Chamber to declare—
and T think I can do so on behalf of the whole Opposition and of the
Congress Party—to declare that not one of us wants this measure to be
dealt with in such a way that it cannot come into operation as from the
1st April, 1939. There is no such desire and I say it is cxtremely wrong
of the Finance Member to make out that because we do not agree to
everyone of his requests, letter for letter and comma for comma, that
therefore we are suspect, that we are trying to do this, that and the
other and that in other words we are trying to destroy his Bill. Sir, I
would not withhold from him the credit of piloting this Bill in this Hcuse
before the 1st of April, 1989, but why the time-table which he fixes must
be imnposed on everybody on this side I do not see. B8ir. I do not see why
the legitimate request of the trade, who he said have sent in 20 telegrams,
should be brushed aside. S8ir, my Honourable friend has shown himself
to be the implacable enemy of the opinion of organized commerce in this
country, except of course the organized commerce of my white friends.
(An Honourable Member: ‘‘You ask them.’’) I say that it is a perfectly
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reasonable request of everyone concerned, who is going to be affected by
this Bill, to say, ‘‘if we are going to be so much burdened, we want to
study how the burden will fall, where it will fall, how much it will be,
whether it will not be unreasonable, whether it will not be extremely high,
ete., etc.””. Sir, what is wrong, in the circumstances, in a motion for
eirculation? My Honourable friend says, ‘‘you have got five hundred
pages of evidence and five hundred pages also of provincial and otker
opinions’’. Sir, if my Honourable friend has kept his patience with regard
to this change in the Income-tax law for the last three and a half years
that he has been here, why cannot he hold his soul in patience for the
next six months and then carry this Bill through,  as the Professor said,
at any suitable time that he likes? I repeat that that is an absolutely
uncalled for accusation that my friend has brought forward that anyb-dy
on this side generally and in particular the business associations who huve
sent him telegraphic requests have any desire to destroy this Bill. He
has not got one vestige of proof for his allegation. I say it is not right
to rush us in this manner and we should be allowed to consider this
matter on its own merits. We should be allowed to be able to prepare and
put our case before the Select Committee. The Honourable the Finance
Member has repeatedly told me that some of my apprehensions are not
well based. T am very glad if that is so. but if we find that sore of the
other apprehansions are well based, we should be allowed to represent these
to the proper authorities, to this Honse and to the Select Committee. Sir,
T support the motion for circulation. .

Mr, M. A. Jinnah (Boml')uy City : Muhammadan Urban): Sir, I do not
propose to venture to examine the various clauses of thig Bill on this oc-
casion. Tt is a very complicated Bill and therefore ] do not think that
it is necessary for me on this occasion to deal with its provisions. T
unders‘tar}d that it was said by some Honourable Member that there is
the principle of the Bill to be considered when you are referring tlie Bili
to a Select Committee. ‘Well, T do not understand that argument at all
as far as this Bill is concerned. This is an amending Bill, and the prin-
ciple of the original Act is whether you should tax incomes or not,—-and
w8 T have said, this is only an amending Bill. If I wag against’ that
system of taxing incomes, then I can understand the point and I could
say that I was opposed to it, that I am opposed to the substantive Act
and I am opposed to the amending Bill, and in that case I shall certainly
vote against the motion for reference of the Bill to a Select Committee
und T shall say that I do not want to look at it. Sir, this Bill, to put
it very shortly, is composed of certain clauses. Certain provisions are
intended to tighten up the machinery, and certain provisions are intended
to devise ways and means and methods of preventing evasion. There are
certain matters which are entirelv new and which are intended to tap new
sources upon which the tax could be imposed, such as a person who is
domiciled in Tndia and is resident in India with rega d to his foreign
income. He has got to disclose that. Under the present law that is not
necessary. It is not taxable unless it is received in this country. 8o,
it may be that T am opposed strongly to some of the clauses. When the
Bill comes from the Select Committee, I may therefore try my best and
persuade Honourable Members of the House that particular clauses should
ne rejected because they arc not acceptable to us. I would like those
clauses to he deleted from the Bill. Tt is open to me to move an amend-
ment to modify it or to alter any particular clause. But that stage will
arise only after the Seleect Committee stage is over.

D
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. Now, today we .have got, a motion moved by the Honourable Member
in charge of the Bill that this Bill be referred to a Select Committee. I
am not. committing myself in the slightest degree to any one of these
clauses of the Bill. As against that we have a motion that the Bill be
circulated for eliciting public opinion on or before 15th September. Then
there are other amendments giving 1st September and so on. Now, the
question is this. I am glad that my Honourable friend, Mr. Manu Sube-
dar, has made it clear that this side of the House has no intention—no
section of the House has any intention—of killing this Bill, (Hear, hear.)
We may be opposed to certain clauses, we may strenuously fight for the
modification and alteration of certain clauses of the Bill, but it is not
the intention of any section of this House to kill this Bill by dilatory
wnethods or by, obstructive methods. That was the allegation or the charge
or the insinuation levelled against some section of this House. On the
other hand the charge levelled against the Governinent is this: that the
Honourable the Finance Member is determined, irrespective of the wishes
of any section of this House, to proceed according to his time table and
his time table is this: July, Select Committee. His argument for the
meeling of the Select Committee is this. Surely there is nothing new in
this. For the past two years we have been thinking of this income-tax
revision. You have got here a huge big volume of so many hundreds of
pages where all commercial interests have expressed their opinion. But
let me remind the Honourable the Finance Member that surely it is one
thing to carry on an enquiry, it is one thing to get opinions for the
purpose of enquiry, it is one thing to get the opinions when the
recoinmendations are made, but it is a totally different thing when the
Bill ie introduced in the Legislature. (Hear, hear.) Remember, Bir,
every clause of the Bill has got to be examined as to how it will work,
what effect it will have. This is no more than 500 pages document and
this Bill is only 75 clauses. But all these 75 clauses will have the
operation of law and the neck of every man who possesses any money
will be in the hands of the Income-tax Commissioner. He will say sec-
tion so and so has been contravened and the head of the assessee will be
demnnded as punishment. Surely, 8ir, this is a very different situation
altogether. This Bill is of vital importance which affects not only the
commercial community and the rich for whom I have very little sym:-
puthy—the more you have the less you want to pay—but it affects a very
large body of people who have got a very limited income. Iurther there
are many provisions here and the incoine-tax nuchinery is very often, T do
not say always, made the engine of oppression. (Hear,'hear.) It is very
often the machinery and channel of harassment to various people. Now
the poinl is this: this machinery which you say you are tlg'rftenmg up,
these new provisions which you are introducing, these additional taxes
whkich you are imposing—surely all these clauses require some considera-
tion by those upon whom this hammer of the tax ‘collector will fall. Yon
cannot expect & Bill of this character to be passeq at once. Here you
are introducing the Bill at the fag end of the Session and you say that
the Select Committee must begin in July. The charge against the Gov-
ernment is that they are trying’ to rush the Bill through. Whnt_[ want
the Honourable Member to state frankly and stra'ightfor\.wrdly, just  as
iwe have stated, that he has no intention of rushing this Bill through. We
'sav we have no intention of killing the Bill. Then, let us be friends. I
sa;,v that it is not going to be your time table. Well, th‘en, let us find
out as dutinessmen and as sensible men—let us on both sides agree upon
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—a time table having regard to the utmost consideration and respect for
each other’s convenience and each other's wishes.

Now, if that is so, then it is pertectly futile to suggest that this motion
to refer the Bill to Select Committee should be made in Simnla. Why in
8imln? Why not now? Provided of course that it is not going to be the
time table of the Finance Member. The public must have adequate
and sufficient and reasonable time to express their opinion, and having
regurd to the business of everybody concerned, let us fix a time tuble.
Rupposing you say that the Bill be circulated for eliciting public opinion.
Then the Bill comes back. You will then make a motion for reference
to the Select Committee. I ask the Honourable Member ‘Do you think
that in any circumstances of the case, this Bill could be refused to be
referred to a Select.Committee’’? Then. we agree that it must l_)e referred
to a Select Committee. Very well, It is not that we are gfrmd to refer
the Bill to a Select Committee. By all means do it. 1t is your Select
Committee. But mind you, the Select Committee is not going to function
till a particular date which will be sufficient to give all the mterests con-
cerned, a reasonable time to give their opinions.

' Now, sir, we hav.e been weighing t.he pros and conms. I have no par-
ticular object in seeking to have a particular date. Every Member of my
Party has been considering this, we spent a good deal of time over it.
There were several factors which we had to consider. We assumed so
many things. In fect one factor which I assumed till now Las now dis-
appeared beyond doubts. I understand that the term of the Assembly
has been extended by one year more. Until this morning I was not sure
of that. If the term of the Assemblv had not been extended, I think
in spite of his determination, the Honourable the Finance Member
would not have been able to leave to posterity this great measure. I do
not think he would have succeeded in his attempt. Now we have got to
face the issue today because the Assembly is extended and, therefore, the
Tinance Member is the only hand that can pilot it and we have got to
face him now. Then if the Assembly Session in Simla is going to take
place about the end of August, let the Bill be circulated for eliciting
opinion which should be received by the 15th August. That will give four
months to the public, and you can get your opinions even from Great
Britain if you want. But I think without going to Great Britain some
of us do possess an adequate library {o give an opinion as to how some of
these clauses have worked. Anyhow it may be more satisiactory to get
an opinion from Great Britain as to some of the clauses and how they
have worked and as to the exact effect of those clauses which follow the
English Law. After the opinions have come n by the 15th August, you
can cull your Select Committee and, on the assumption that the Session
begins in the last week of August, the Select Committee will have one
week or perhaps more to consider the Bill. Then on odd days during the
Session the Select Committee can proceed with their work. I expect the
Seleet Commiftee will not be able to finish their labours there and the
Session must?be terminated by the end of September as the‘Pnja holi-
days begin early. Thereafter 1 believe the majesty of the (Jq‘vernment
of India will have to come down to earth from Simla npd it .wnl requfre
a yreat deal of packing and unpacking and Sir James Grigg will surely b:
very busy and he must have some time to settle down in Delhi. I do no

know when the Gods of the Simla hills settle down here, but T hope that
for the convenience of everybody, on this occasion at any rate, .ﬂm}’ will
settle down by the middle of October. Then the Select Oomm1tte; can

D
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prcceed with their work further and I should say that by the end of
October they will be able to finish their work because they will get a
tortnight or 15 days. Then you can have the Session either in the first week
of November or in the middle of November at the latest; snd from our
experience of two previous Bills and making all allowances for the number
of amendments, etc., I should think that in four weeks we should be able
to finish this Bill one way or the other, i.e., by the middle of December.
I bave taken into account the fact that just before Christmas, according
to practice, His Excellency the Viceroy has to go to Calecutta. 1 do not
know the date. . . . . N

The Honourable Sir Nripendra Sircar (Law Membdr): It just occurred
to me that probably my Honourable friend is assuming that t‘le Executive
Council meetings are held at Calcutta in December. They used to be
held towards the end of December and someiimes in the first week of
January, but that was not done last year.

Mr. M. A. Jinnah: No, but His Excellency the Viceroy. . . . .

The Honourable Sir Nripendra Sircar: He went down ubout the 12th
December.

-

%

Mr. M. A. Jinnah: That is exactly what I am saying. 1 am trying to
meel any objection that may be raised that His Excellency the Viceroy
is aiso the Governor General and that if he has to go to Calcutta by the
12th December the Session must end before that, because questions may
be raised which may require the attention of the Governor-General and my
Honourable friend there may have to see the Governor General.

The Honourable Sir Nripendra Sircar: There is the telephone.

Mr. M. A. Jinnah: Yes, certainly. But I am only saying that in
order to avoid all that you can finish your Select Committee meetings by
the end of October and you can fix the Session at any time you like.
Therefore, Sir, my definite suggestion is that the Finance Member should
give an undertaking that the Bill will be circulated by executive order
for eliciting opinion by the 15th August, that the Select Committee should
finish their labours by the end of October and the special Session should
be held in. Novembér on such date as may be convenient to all concerned.
If that undertaking is given, my Party feel that no useful purpose will be
served by allowing Government to make another motion for Select Com-
mittee in Simla. We do not gain anything by adopting the course—as
the Bill must be referred to Select Committee in any case. If there were
even a remote possibility of rejecting this Bill straightaway or rejecting the
motion to refer it to Select Committee and throwing it out, T could under-
gtand it; but that is not possible and nobody suggests sugh a course, so
it has to be referred to Select Committee. Therefm:e, wh'y waste time.
We should get on with the business and tackle this Bill on its merits both
in the Select Committee and also in the special Session, and deal with
each cluuse on its merits. Therefore, I do not see any particular obiect
in asking for circulation by the 15th September and saying that the Fin-
ancc Member should then make a motion for reference t? Sele.ct Commit-
tep during the Simla Bessions. TLet us have a Select (/omm_lttee ready;
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let us accept this motion and agree to this time tuble and let us get on
with the work. And then I hope both the parties will be ncquitted, one
~of rushing the Bill through and the other of trying to kill it. And as far
-as I know and have been able to understand, the public only want time
and reasonable time to express their opinion. I think they are justified
in asking for it and are entitled to have a reasonable time—they ought to
have at least four months. Sir, 1 have nothing more to say and I e
prepared to support the motion for the Select Committee on the express
undcrstanding and undertaking being given on behalf of Government on
the floor of this House as outlined by me as to the time table and eireula-
tion of the Bill for eliciting public opinion.

The Honourable Sir James Grigg: .After the speech to which we have
just listened, it would be for the convenience of the House if 1 x:esponded to
‘the invitation of the Honourable Member and defined my attitude rather
more precisely than I did in my opening speech. Mr. Jinnah said that'hls
Party would be able to support the motion for the Select Committee it I
gave an undertaking that by an executive order the Bill would be circulated
and the general public would be given time until the 15th August to express
their opinion. To that request I can certainly respond.  can gertmnly give
him the undertaking that T will circulate the Bill by an executive order and
that the public would be given until the 15th August to express their opinion.
As regards his detailed time table I do not want to commit myself to it in
detail, His estimate is a little optimistic, and 1 do not think he wanted me
to commit myself in detail. As regards the operative part of the under-
taking he wanted, I will certainly give it now.

Babu Baijnath Bajoria (Marwari Association: Ipdian Cpmmerce): 1 rise
to support the motion for circulation, that the Bill be clrcul‘a'bed for the
purpose of eliciting opinion thereon by the 15th September, 1938.

At the outset I must say, Sir, that I have no intention of employing
any dilatory methods or obstructive tactics against this Bill, nor do I want
‘that this Bill should be killed, but I am obliged to place the views of the
commercial community to which 1 have the honour to belong. After all
‘what do we want? We want that the Bill should be~circulated and we should

_ have definite opinions on this Bill as distinct from the opinions of the
associations, to which my friend the Honourable the Finance Member
referred, on the Income-tax Committee’'s report. As my Honourable friend,
Mr. Jinnah, pointed out quite clearly and in his inimitable way, opinions on
the recommendations of the Committee are altogether & different thing
from the opinions on the Bill which will apply to us. 8o, I think no harm
will be done if the Bill is circulated for public opinion. The Honourable
the Finance Member is following the procedure which was followed in the
ccase of Insurance and Companies Bills—referring to the Select Committee
-and circulating for public opinion in the meantime. But, Sir, this Bill does
not stand on the same footing; also what was done in those cases prior
to the reference to the Select Committee has not been done in this case.
I say no informal conference was called of the various interests concerned
to discuss the recommendations of the Inquiry. Committee, to get the basis
for this Bill. The Honourable the Finance Member said in his opening
speech that it would not have been possible for him to call such a confererce
‘because everybody would be opposed to a Bill of this nature and he would
-not get any definite views 8o as to formulate his Bill. Every one of us
here will be affected to a certain extent by this Bill, and what does he
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mean by saying that we would not have been of help to him if such a con-
ference had been called? He should have taken us—I mean by ‘‘us’’ the
commercial community in particular and the other interests, which are also
affected, in general—into his confidence, and then he would have been jueti-
fied in making the motion which he has made today. He says he has
already got the opinions which are printed in these 500 pages and which were
circulated at the eleventh or rather the twelfth hour to us—we got it only
day before yesterday, if I remember right. How has he treated these
opinions in this Bill? T would quote his own words. He reminded us that
of all the recommendations made in the rewort. 48 recommendations have
been embodied in teto in this Bill, nine recommendations have been ern-
bodied with slight modifications: that makes 57. Four have been left over
for further consideration by Government and only six have been rejected
outright. I would like to know from the Finance Member, is this the con-
sensus of opinion in all the representations he has received: I doubt very
much. T think, Sir, the opinions which have been circulated to us are not in
the same way as the clauses which are embodied in this Bill. As regards
the time table suggested by Mr. Jinnah I presume that the Simla Sessiomr
of the Legislative Assembly will be held earlier this year as the Durga Puja
starts at the end of September, and then we have to pass the Motor Vehicles:
Bill which is a long and e¢ontentious measure. So, the time table which
has been suggested by Mr. Jinnah does not appear to me to be suitable.
I would request that this Bill should be circulated for public opinion, and
at the beginning of the next Session the motion for the Select Committec
should be made, so that we, the Members of this House, shall have tho
opinions of the commercial community and of the other communities and
the people in general before us, to form our opinions and place them hefore
the House so that they may be considered by the Select Committee. This
is what T want to say about the time table.

Now that the Bill may go to the Select Committee I want 1o discuss one
or two points on the merits of this Bill. T frankly confess that T have
not been able to go through this Bill which is of a complicated nature, and
perhaps I shall have to“engage a tutor to coach me on this Bill. But [ may
speak about one or two matters which attract my attention on their very
face. First and foremost I refer to compulsory returns. It has been pro-
vided in this Bill that returns will have to be furnished by a person without
being called upon to do so by the Income-fax Officer which is the practicc
obtaining today. In the Notes on Clauses it is stated that this change in
law follows the law of the United Kingdom, and as in the United Kingdom it
is intended that the Income-tax Officer should, as he does now, issue uotica
to each person whom he believes to have an assessable income, and he puts
the onus of sending the return on the assessee. The circumstances and:
conditions prevailing in the United Kingdom are quite different from those
which obtain here. First and foremost, the number of educated pe<sons
in this country are very fiew as compared with those in England, and viob-
ably a notification may be issued by the Income-tax authorities thet the
returns must be filed by a particular date. I do not think that
the Finance Member expects the village baniya or the village
merchants to read those notifications. Moreover, he will not be able to get
those notifications, and then he would not be able to read or understand
them. I think that the present practice which is in fgrce at the present
moment should obtain and that it is very unfair in this land where educa-
“tion is so backward that income tax returns should be made compulsory.

4 p.M.
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The next thing I wish to refer to is this. I gathered from the Honour-
sble the Finance Member’s speech today that though the rates are not
mentioned in the body of the Bill he has got «n intention to embody in toto
the rates recommended by the Income-tax Enguiry Committee. If we
refer to Appendix III at pages 96 and 97 of the report, we find that assessces
whose income does not exceed Rs. 5,000 get a slight relief, I mean they
will have to pay slightly less than what they are paying today. But in tba
comparison it is also mentioned that the rates which are given there include
surcharges -which we have to pay,—that is, one-twelfth of the rate of
income-tax. These surcharges were levied as an emergency measure, but
if these rates are embodied, those surcharges will be made permanent for
all time to come.

An Honourable Member: Why not?

Babu Baijnath Bajoria: To thut I take objection. Again, what we find

. is this. Even an assessee whose income is Rs. 10,000—his rate will go up

by ten per cent. whereas for higher incomes the rates will be still higker,

and for an assessee for Re. 80,000 the tax will be more by 25 per cent. Cf

course, the rates are not mentioned in the Bill and I do not think it is time

now to oppose those rates. I was just referring to what was passing in the
mind of the Honourable the Finance Member.

The next thing is about the Hindu joint family system to which I also
belong. I feel that the Hindus living in joint family are very badly troated
by the present Tncume-tux law, and no provision has been made to give any
relief in the proposed Bill. In m' opinion, the income of & Hindu joint
family should be tivided into the number of adult members in the joint
family.,

Mr. N, M. Joshi: Why?

Babu Baijnath Bajoria: I am coming to that, listen. The income of s
Hindu joint family should be divided into the number of adult members in
the family and then the tax should be levied at the rate not on the whole
income but at the rate applicable to the income of each adult member.

An Honourable Member: Males as well as females?

Babu Baijnath Bajorla: Female members have got no right; only adult
male members. T am saying only for adult male members, and I am giving
the reason why I am saying that the division should be made only accord-
ing to the number of adult male members, because if those members had
separated and were doing their business separately. each of them would
only have been liable to pay the amount of tax assessed on his own per-
gsonal income. I want that the Hindu joint fiamily system should not b+
disrupted, but the present Income-tax laws have tended to disrupt the
Hindu joint family system and to make them become a registered firm or
registered partners. I think that this is not fair, for there are very many
good benefits or conveniences by living in a joint familv. T do not want
to dilate on those points now.

Another matter is that the Bill provides that the income of the husband
and the wife should be joined together and the husband and wife will be
assessed on their joint income, and only an exemption of Rs. 500 is allowed

< #or the income of the wife if she earns it biv her own exertions. TLast year
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we passed a Bill which gave sufficient powers to the Government to assess
the income of wife and minor children along with the income of the male
member if there is any improper transfer or some such thing. But suppos-
ing the wife has got any property from her mother or from some other source
to which the husband does not contribute, even then under the proposed"
Bill she will be assessed together with her husband and the rate will become
higher. This, in my opinion, is very unfair.

The next point is about the restrictions which have been imposed in this
Bill for giving exemption to charitable and religious institutions. I am
connected with several religious and charitable institutions in Calcutta and
at the present moment we have been getting exemptions fropm income-tax
on the income of these religious institutions. If I have réad the Bill
correctly, I feel that these exemptions will be restricted. Then the good
work which these institutions, whether they are Hindu institutions or
whether they are Muhammadan institutions, are doing will suffer. 1 feel,
and my Muhammadan friends also will agree with me, that we should not’
restrict the good activities of these religious and charitable institutions like
free schools, charitable hospitals and other endowments. (Interruption.)
They are not taxed at present. We get exemptions at the present moment,
but in the Bill it is provided that these exemptions will be restricted. )

I am very glad that at long last the principle of ‘carrying forward of
losses’ has been accepted. This is a move in the right direction. It will
solve the question of bad debt which had always been a perplexing question
and was the cause of irritation between the assessec and the Income-tax
Department. I will refer to these matters later on when the Bill comes
again in this House for discussion.

Ouly a few days ago a Resolution was moved by the Honourable Mr.
G. S. Motilal in the Council of State to the effect that income-tax should be
levied on interest on sterling loans and salaries and pensions paid out of the
revenues of the Central and Provincial Government of India. This Resolu-
tion had such & support, even in such a conservative House as the Council
of State, that it was defeated only by 18 votes to 21. The mnominated
Members also voted for the Resolution. The objection raised by the
Honourable Mr. Nixon, the Finance Secretary, was that it would require
an amendment of certain sections of the Government of India Act, namely,
sections 272, 278,°178 and 815. DBut if the Government has the will, thqy
can easily get these sections amended by His Majesty’s Government. This
shoutd be a profitable source of income to the Government of India and I
do not understand why this source should be left untapped. As I have
already said, I have not studied the whole Bill thoroughly. I made my
observations on a few points and with these words, I support the motion
for circulation.

Mr. Abdul Qaiyum (North-West Fronticr Province: General): It must
have become obvious to the Treasury Benches after the very eloquent
speech of the Honourable the Leader of the Independent Party that the
majority opinion among the elected Members of this House is certainly in
favour of circulation for the purpose of eliciting public opinion. There is
no doubt—as the Honourable the Finance Member has remarked, that al_)out
500 pages of opinions have been printed and distributed to the various
Members of this Honourable House. It is also clear that the printed

. . .
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opinions were distributed at such & late stage when it was physically im-
possible for anybody to carefully go through those opinions and to draw
conclusions from them. This particular Bill is a very important measure,
and it is likely to have far-reaching effects on the incomes of the various
people who contribute to the general taxes of this country. 1t is but meet
that this important measure should be circulated for. the purpose of eliciting
opinions, 8o that by the time the Select Committee is set up we may be in
a position to know how those people who are’going to be very closely
affected by this measure feel about it. Much can be said in favour of what
Bir James Grigg said, that it is not safe to consult those people only who
are likely to pay more taxes under this particular Bill. At the same time
it would be inequitable and unjust to deny them an opportunity to ventilate
their opinions on a matter which is going to affect them vitally.

There is one important thing which I would like to bring to the notice
of the Treasury Benches, and it is this. During the Simla Session we are
going to have a very important measure, namely, the Motor Vehicles Bill,
for consideration. It is a measure which runs into more than 100 clauses.
It is a measure which aims at co-ordinating various transport services in
this country, and it is likely to claim our undivided attention for quite a
long time. It is not in the fitness of things that another and even more im-
portant measure like the Income-tax Bill should also be rushed through
during the same Session. After all it must have become clear to the
Honourable the. Finance Member that there is no desire in this part of
the House to kill this measure or even to delay it. We are anxious to have
it brought on the Statute-book, and we are also anxious that by all legiti-
mate means we should increase the income which acerues to the publie.
treasury for having more money to spend on beneficial activities. At the
same time it is also proper that it should not be rushed through in such
indecent haste that the Treasury Benches have to come up again and again
with amendments which will result in waste of our valuable time and of
public money. There is much ir: the speech of the Honourable the Finance
Member with which T heartily agree, though I do not agree with one of his
remarks, namely, that we on this side were out to kill what he termed a
very useful measure. T assure him that there is no such desire. Once he
tries to induce himself to get rid of this idea he will realise that there is
much in this Bill that can be called good, and that there are many people
who are likely to agree with many of the proposals set out therein. There
is one thing, however, in which the Honourable the Finance Member has not
gone far enough. There is no doubt that he has tried to tax the income which
the Indians individuals and companies, derive from their investments from
abroad, but at the same time has been very lenient towards persons who are
described as residents in this country. After all, if the principle of reci-
procity is to be worked out to its full, there is no reason why people who
are described tenderly as residents and who for all practical purposes are
just as good citizens in this country as any of us; people who have to spend
gll their lives in this country, why should they receive a differential treat-
ment at the expense of the general Ind#n tax-payer! Some amendments
will have to be made in the Bill with a view to subject the income derived
by these so-called residents to the same measure of income-tax as the
income of other assessees in this country. There is no doubt that the
objection to an increase in the income-tax or in any other tax is very
largely due to another factor to which attention has not been paid to the
extent to which it deserves. The reason why objection is made to any
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increase in any kind of taxes is that the present Government is an irres-
ponsible Government. They come to us, they induce us, and sometimes.
force us, to pile up more taxes on the unfortunate people of this country
and then we find that once they get hold of the money we have absolutely
no control as to how they spend it, and on what particular objects. This is
the reason.why people on this side of the House object very much to any
increase in income-tax. Once the Government in this country becomes a
responsible and popular Government, a Government which is really our
own, I think there will be many people who would not even object to a
capital levy. There are occasions in the life of a nation when it becomes
imperative to part with a large slice of one's capital for\the sake of the

national good. .

Now, Sir, there are certain provisions in this Bill to which 1 would like
to draw the attention of this Honourable House. I think the“definition of
dividend as laid down in clause 2 is eminently satisfactory, and it is bound
to result in more income hy a more efficient administering of the Income-
tax law of this country. There is no doubt that the very rich people i
this country, owing to the expert legal advice to which they have access,
have been able successfully to dodge the Income-tax laws of this country,

. without violating those laws, and without aectually running the risk of im-
prisonment or"even fine. Coming to clause 4 we find this. And here I
must admit that the Notes on Clauses are very exhaustive and very illu-
minating. It is stated here:

““The Bill enlarges the scope of the section by including the whole of the foreign
income of a person resident and domiciled in British India whether brought into
British India or not.”

This of course is & new principle which is being incorporated. Then it
is stated:

*(2) the whole of the foreign income from business, profession or vocation of a
person resident but not domiciled in British India whether brought into British India
or not. The other foreign income of ruch a person remains liable only if brought into
British India.”’

Now, we have been told time and again, that this Act is modelled on
the United Kingdom Aet, but when we find that any principle which is
embodied in the United Kingdom Act is likely to hit British enterprise and
British income in this country, the Government does not hesitate to discard
it at once in favour of the Indian practice, however objectionable that may
be. 1f the Government is at all consistent, it should have followed tha
United Kingdom practice in this particular respect and it is really a pity
that it has not done so. Then we find another very useful item which has
been included, regarding the income of local authorities. Here the exemp-
tion has been narrowed down and it is sought to be laid down that when
such an authority makes profits from supplying a commodity or service
outside its jurisdiction exemption should not be extended to such profits.
A suitable amendment has been incorporated in this Bill. Now, these are
very useful provisions and I do eot think any reasonable person is likely
to object to them.

Coming to clause 16, we find that there an important provision has
been inserted. This aims at preventing the avoidance of tax ‘‘by the
simple device of settling the income upon another person whoee rate of
tax is lower than that of the settlor, or the transfer of assets, so that
the income therefrom arises to such other person. This amendment pro-
‘vides that the income in such a case is to be treated as the income of
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the settlor or transferor’’. There is no doubt that this particular practice
has been in existence, and as I have stated rich people who cau afford
to pay and have access to expert lawyers have always been able to dodge
the income-tax law by resorting to this doubtful practice, and as a result
the public treasury has been a great loser. Of course, a very wholesome
provision has been inserted viz., ‘‘where, however, the assets are irrevo-
cabiy transferred to another person, other than in the circumstances dealt
with in sub-section 3 (by or in clause 48, the income therefrom is not
to be deemed to be income of the transferor’’. This means that the law
in future will insist on a genuine transfer and that bogus transfers will
not be countenanced or tolerated any more.

Now, another principle is sought to be brought in and this is also on
the analogy of the United Kingdom law which is laid down in section 22,
sub-section (1), which, as amended, prescribes compulsory returns and
sectio® 22 (2) in consequence makes optional the issue by the Income-
tax Officer of the notice, now compulsory, calling for a return of income.
This change in the law follows the United Kingdom law and it is intended
as in the United Kingdom that the Income-tax Officer should (as he now
does) issue notice to each person whom he believes to have an assessable
income. Now, I think this is a principle which should not have been
introduced at this particular stage in this country as it is likely to lead
to many complications, and unnecessary interference on the part of the
income-tax authorities and subordinate officials. Tt is also likely to result
in a considerable harassment of the unfortunate people who are just on
the border-line. Sir, the conditions in the United Kingdom are absolutely
different from those obtaining in this country, and I think this attempt
to follow the U. K. practice in this particular respect is likely to lead to
many complications and no end of trouble. But we find again that there-
is the same amount of tenderness for the agent of the foreigner. Why
should there be any distinction between the ordinary assessee in India and
the agent, of the forcigner? Tt is stated that the object of the provision:
prescribing compulsory returns is to cnable the income-tax authorities
to deal with defaulters who conceal the fact that thev have taxable
incomes. T fail to see why there should be this discrimination in favour:
of the foreigner, and why the foreigner should get off so lightly.

In clause 32 we find that the penal clause has been made much more
stringent and the penalty has been considerably increased. I have some:
knowledge of the way in which these various Income-tax Officers work,
being myself unfortunately an assessee. T have noticed that whenever
I have taken my accounts to these people, and though I always felt
morally convinced that my accounts were absolutely true, these gentlemen
have always believed the contrary, and they have felt that T was somehow
or other concealing something. I subsequently discovered that they had pro-
bably assessed me to double the income-tax to which they were rightly en-
titled. Sir, I have found that practice whereby people are forced to cheat tha
income-tax authorities is due to this very frame of mind on the part of
the Income-tax Officers. As the Honourable the Finance Member sus-
pected us of dilatory tactics in connection with this measure, similarly
the income-tax people, his subordinaes, assuming as they do that all
people who bring in returns are dishonest, exact more taxes from them:
than are rightly due, with the result that, to meet this danger, many
an honest man has been forced to show that he has made less in a
particular year than he actually has made. It is because of the actions
of dishonest men that honest people are not able to get the right amount
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of income-tax assessed for themselves. Now, this is a practice to which
I take the greatest exception. If you are going to place more powers in
the hands of the subordinate officers, by the penalty clause whereby they
can exact twice the amount of the tax avoided, you are in fact giving
them too much power. S8ir, I had to pay some income-tax and probably
I got some notice but I forgot it, with the result that I received a notice
that until I paid it by the 18th March—and' the notice was actually
received on the 28th March—a certain penalty would be imposed. I found
that 1 had been fined a certain amount. This is & very very dangerous
power and the income-tax Officers in this country should not be invested
with such great powers, because they always believe tha{ people submit
wrong returns and they would, therefore, exact double the amount due.
‘This is a matter which 1 seriously submit for the consideration of the
Honourable the Finance Member.

’
- One thing more—I am afraid I am tiring the House. (Voices: ‘‘No,
no.”’) In clause 48 we find that “‘one of the methods of avoiding the
payment of tax without hreaking the law is to transfer the assets from
which the income arises to a company which is resident outside British
India, and ‘then to receive payments from that company in a form and
in such circumstances that the amounts received from the company are
never in fact repayable or repaid to it”’. Now, there is no doubt that this
practice exists, and I think that the time has come when a stringent
provision like this shou'd be laid down in the Act to circumvent the
activities of all those gentlemen who are experts in the art of dodging
the income.tax authorities. ‘.

My Honourable friend, Mr. Manu Subedar, when he was talking sfated
that he was not speaking for the rich man but for the industry and
commerce of this country. Now, I do not represent a very rich consti-
tuency but a constituency of the poor peasants. Al the same time as a
citizen of this country I have some anxiety about the course of trade
and industrv in this country, and I think that in the interests of trade
and industry it is necessary that people who can afford to pay should be
willing to pay voluntarily. It is much better to part with something
-voluntarily rather than lose everything. So the interest of trade and
-commerce also demands that industrv and commerce should pay something
voluntarily. My Honourable friend, Mr. Manu Subedar, said that he
did not hold any brief’ for the rich man. Similarly T do not hold any
‘brief for the poor man either. At the same time I insist that the rich
should pay more than they actually pay in this country. No doubt, I
would like them to start paying more when a national Government is set up.

[At this stage, Mr. President (The Honourable Sir Abdur Rahim)
resumed the Chair.] :

With these words, I support the motion for circulation. I hope the
Honourable the Finance Member will try to disabuse his mind of the
notion that we, on this side of the House, are trying to delay the Bill.
As a matter of fact, we want time to study the Bill, to understand all
the important provisions, their implications, and effect on the various
clagses of tax-payers in this countrv. With these words, Sir, T support
‘the motion for circulation.

Mr. M. Ananthasayanam Ayyangar (Madras ceded Districts and
Chittoor: Non-Muhammadan Rural): 8ir, before proceeding to deal with
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the provisions of the Bill in detail, I should like to .make a’'few preli-
minary observations on the motion for circulation. Sir, thg Hopourgble
the Leader of the Independent party said that in Simla Session, it might
be possible to go through the Select Committee. The 'House is aware
that the Motor Vehicles Bill—a heavy piece of legislation—has already
been referred to the Select Committee. Our past experience as regards.
these Select Committees is that even if we sit for six or seven hours a
day, it requires attendance at Select Committees for penodg ranging over
20 days. The same thing happened in the case of the Indian Companies.
Bill and the Indian Insurance Bill. The same might happen in the case
of the Motor Vehicles Bill also. The Income-tax Bill also is a very heavy
piece of legislation. It is therefore wrong to assume that during the
Bimla Session, side by side with the Assembly work, we could proceed
to go through the Belect Committee stage of this Bill. I, therefore,
suggest that the meetings of the Select Committee might he held some-
time later than the Assembly meetings and not before the meetings.

It is never safe to assume that the Bill that is brought by the other-
side is absolutely and wholly in the interest of the country. There are
varied interests affected by the Bill and it cannot be assumed that
the Bill is wholly in the interests of every community. For instance,
my Honourable friend would certainly get credit if he tried to bring in
various incomes belonging or earned by his comrades and cousins.

Now, Sir, so far as the word ‘‘resident’’ in this country is concerned,
if a European here or one of the civil servants who spends as long as
30 years or 40 years in this country earns a lot of monev and invests
it in England, his earning will be taxed here, but his investment in
England will not be taxed. Or if he has property in England, that pro-
perty will not be taxed. The Bill wants further that he should have a
domicile in this country and it says that unless he has a domicile, his.
professional income in that country alone would come in here for the
purpose of taxation. I ask. Sir, whether it is right that these people who
spend most of their lives here should not be taxed on the investments
which they make in England out of the earnings here. I have not yet
heard of a single British subject becoming domiciled in this country.
He spends not only most of his life in this country, his successive genera-
tions also spend their time here, his sons and grandsons also earn themr
bread in this country. They.spend 80 years or 40 vears in this country
and then take away all the money to their country and invest it there,
Theyv earn property in England, they invest their savings in England on
securities which earn interest and still they are not linble to pay any
income-tax on the properties or securities held by them in England which
they have accumulated from their earnings and their exertions here. [
would ask whether this is right. The Honourable the Finance Member
adumberated the principle that unless foreign income of an Tndian is also
taxed, there wil' be a tendency to .invest capital in foreign countries.
On the same analogy, may T ask him if a resident in British India—an
Z.Enghsh.civilian or a trader—has income from outside India and if that
Income is not taxed, will there not be greater tendency for him to invest
his earnings in trade in foreign 2ount+ies like Japan, Hongkonyz, ete.,
80 that he may keep his investments there and earn high rate of interest
which will be free from Indian income-tax and this will, in mv humble
opinion, deprives us of a large share of income-tax which will be really
useful for industrial purposes? We should, therefore, enlarge the scove
of taxation by laying down that not only the income that is brought to this
country but also the income of every resident even though he has not a
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.domicile, which arises in a foreign country, should also be taxed. This
wholesome provision ought to be introduced. But exception is sought
to be created in favour of a resident in British India, if he has no domi-
-cile in this country. Take for instance, a British subject. A civilian who
comes into this country is sought to be exempted so far as his' income
which arises to him in a foreign country. But if he carrieg on a particular
‘business, that alone is taxable here. It cannot be expeoted that a civilian
employed in this country carries on business in that country while he is
-employed as a civil servant. He has no Indian domicile.c I would ask,
-supposing the civil servant earns his salary in India for 80 years or 40
years and goes on investing his savings in England where he earns interest
.on those investments. Why should not the income from sueh investments
be liable to tax here? Under the Bill he is not liable. If he is an Indian,
even though he invests his savings in England, his income derived from
guch investments is liable to inecome-tax however long he may live
-outside India, still if he has an idea of coming back to India, his income
will be taxed. If he has a residential qualification, then he is taxed the
moment he enters this country.

Now, Sir, T wish to submit to the House that the Government appoin3-
«d an Expert Enquiry Committee composed of officials. That Expert
Committee recommended that the income of a resident in this country
-even though he is not domiciled in this country, even though he has
-domicile in Eng'and, his foreign income should also be taxed. On page 1
of the report it is said:

‘“This, however, was objected to on the grounds that it would amount in practice
‘to discrimination in favour of Europeans and residents domiciled in an Indian State,

and the proposal for the accrual basis modified by the domicile qualification was
rejected by the Legislature.”

I submit, Sir, the very thing that he now introduces in clause 4 of
the Bill was rejected by this Legislature on a previous occasion. The
report further proceeds:

““We may point out that there is, for the majority of cases, a definite reply to 1he
‘plea of hardship in that there are reciprocal arrangements for double taxation relief.’’

Now, Bir. there is the other ground also which the authors of this
report refer to. The income which a resident of this country gets in a
foreign country, if he is charged to income-tax in this country, he gets
relief there. He will not be taxed in both countries. He will get relief
from double taxation. On account of the arrangement made in 1927
between the Government of the United Kingdomn and the Government of
this country, that double taxation relief ought to be allowed after 1927.
That is the recommendation of the Committee itself.

The Honourable the Mover has not given us any reasons for ignoring
‘the recommendation of the Committee. The only explanation that 1 can
think of is that his own kith and kin ought not to be taxed, though through
‘all their lives they earn their money here and invest it in England and
earn interest on those investments. I can think of only that ground for
-exempting them from Indian taxation. I would ask if his so-called interest
in the welfare of the toiling millions of this country should stop short
there or whether he should not extend it and bring in the income of
his own kith and kin in foreign countries who are resident here. The
Committee further say:

‘‘Having regard to all these considerations, we recommend that foreign income of

residents in British Tndia shonld be dealt with on the basis of the whole }
arising. Incidentally this would provide for tha allowance of foreign 'bflsi:e:; elo;le'::?:e
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Then the question arises as to what is the definition of ‘‘residence’”.
On this subject, the Committes of Experts said:
“The foregoing necessitatos a definition of ‘residence’ and in this connection

reference may usefully be made to clauses 6 and 7 of the draft. Income-tax Bill appended
to the report of the &tgd Kingdom Income-tax Codification Committee presented to

Parliament in April,

This definition is given in the foot note on page 2 of the. Expert
Committee Report. As regards residential qualification, it says that it
is enough if he is there for a period of 182 days, or even if he is not
there for a period of 182 days, if he is there for 91 days and he has a
house or even rents g house, it is enough. But in thig Bill it is neces-
sary that he should be here for a period of 182 days. If he is here only
for 91 days he is not a resident. I should like to know why the author
of this Bill did not make him a resident. He would not come within
the definition of ‘‘resident’’ and therefore he need not bring any foreign
income for the purpose of taxation. I should like to know if it is.fair
to this country. If the Honourable Member has any care for the best
interests of this country he should have introduced another definition
regarding the residential qualification that if he has a house and lives for
91 days or even if he does not live for 91 days but has a house then he
will be a resident. That definition is absent. On these two grounds,
the foreign income of a British subject, even though he is resident here,
is sought to be avoiddd and he is not taxed. The whole Bill need not
be taken as if in every clause an attempt has been made to improve
the resources. No doubt some of the loopholes are sought to be avoided,
but this has not been provided for.

Then as regards companies, there is a definition here wunder which
every company working here might possibly escape. The defnition given
by the Committee on page 3 of their report is much more simple and
I do not know why a more complicated definition has been put in under
which every foreign company working here will have a chance to escape
the liability to tax. The Committee’'s definition is this:

‘A company shall be treated as resident in British India if it is controlled in
British Tndia at any time during the year in which the profits sought to be assessed
arise.

As to what constitutes ‘control’ there is, we consider, sufficient guidance in the
numerous decided cases.’

Now please read the Bill. In clause 4 the proviso to sub-clause ()
runs thus:

“Provided that, in the case of a person resident but not domiciled in British India,
income, profits and gaims which accrue or arise to him without British India shall not
be so included if they are not derived from a business, profession or vocation and eru
not brought into or received in British India by him during such year.’

The qualification of domicile is insisted upon hoth in the cas: of an
individual as also in the case of a company. 1 have just made my sub-
missions with regard to an individual how he escapes taxation with regard
to his foreign income. Now, as regards companies it is made practically
impossible for any company to be brought under this definition. Then in
clause 5 on page 4, it is provided that a company is resident in British
India unless the central control and management of its affairs is situated
wholly without British India. That is to say, if any company has ite
central control in ua foreign country and its management also is in that
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country, it escapes assessment of its income. It is treated differently
from a resident company in this country. This, Sir, is discrimination
in ezcelsis. This gives a premium to a foreign company to take away
all its income from this country and keep it invested in other countries.
I do not know if the word ‘‘central’’ refers to both control and manage.
ment. The English companies working here have all got their headquarters
in England and they are centrally centrolled and centrally managed in
England, although for the purpose of gathering profits here they have
a network of organisations and associations But if we apply this defini-
tion, every company carrying on business in this counlry would escape
and would not be a resident company. b

Then so far as the definition of domicile in 1elation to = company is
concerned, it is curious. If it is resident it has a domicile. Therefore,
though there are two definitions, one of residence and another of domicile,
practically it is one and the same thing. I have been trying to find out
whether any of these companies will come under the definition or will
be liable to tax, and I have yet to see that they will be liable to taxation.
My own impression is that all these companies doing business here will
not be treated as resident companies with domieile, and thus their foreign
income will escape taxation. The individuals may change but the control
and management will continue to be the same. 1f Mr. James goes away
today Mr. Boyle will manage and the administration continues. And om
account of the various clauses and :sections of the Government of India
Act no discriminatory legislation can be passed. An individual or a com-
pany gathers money here but by investing it in a foreign country escapes
taxation; whereas if our enuntryman carries on business in Japan h's gains
will be taxed. My Honourable friend, Mr. Manu Subedar, pointed out
that the Government are trying to tax our income both here and in Japan
and therefore industry will go to the wall. I can only say that all prin-
ciples of taxation have been thrown to the winds, and so far as the Euro-
peans are concerned they have got the best of both worlds. 1 am sur-
prised to hear fears that there are talks of attempts to kill the Bill. Sir,
I am not sorry for these amendments. 1 have got to look very cautiously
before 1 agree to anything. I have to see whether it is in the interest
of my country. Therefore I am not going to fall into the trap; 1T will
take my own time and consider it in detail. T come from a constituency
of five districts and I would, therefore, like to know whesher this Bill
really serves the purpose for which it is intended. As regards the Select
Committee motion I want to know if a comprehensive amending Bill
ought not to be brought. On that account T am not recommending at
this stage that we should throw out this measure. In the Company law
we had a lot of difficulty. The Original Act had 280 or 8300 sections.
In spite of our protests they persisted in having an amending Bill with
150 clauses and a number of Schedules. In the last six months there
was another amending Bill. There is a saying in Sanskrit to the effeot
that : ¢

“If there is a commentary and annotation of some book, there will be a succession
of further commentaries and annotations but the original text will remain as it is.”

Now, therefore, the Company law really required another attempt on
the part of the Leader of the House, within such a short time after it
‘was passed, to modify it in various respects. Do you want the same thing
to happen with this Bill also? You wait for some”time’ and allow us
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to read and understand what this Bill means, and what special provisions
are there. There is bound to be oversight. They say they are more
interested in the country. We have every right to say that we are more
interested in the country, at any rate we are not going to go away from
it. We only say we will consider what the points are in its favour and
what we have to eschew. I would say it is not trying to kill the Bill
or trying to play dilatory tactics.

Now, I honestly believe that a consolidated Bill ought to have been
brought here. =~ With respect to the slab system, it is open to the
Honourable the Finance Member to say that in this Bill that slab
gystem is introduced and that incomes below Rs. 2,000 shall he exempted
whatever might become of incomes above it and that so and so will be
the general rate. We know for various political considerations that might
arise, we might throw away the Finance Bill, and the Honourable the
Finance Member will then have his own way: he will bring a certified
Bill. The Finance Department is only for finance in the Finance Bill, but

with us reduction of postage, reduction of salt duty, ete.. with a view to
helping the noor are the only considerations. Does the Finance Membher
honestly helieve if that expression is Parliamentary (S8ome voices:
““Tt is parliamentarv’’). that we in this House have the time and leisure
to devote to the Finance Bill in relation to the sections of
this Bill designed to give his Department larger powers in re-
eard to everv taxation measure. Will there ba time for us to sit
down coolv and ealmlv and find out, with resrect to the slab svstem,
how it affects the various provisions of the Bill? Would mv friend the
Law Member allow a discussion on it? Would he not call it dilatorv
tactics? And then our President may consider it irrelevant. Owing to all
these dangers, T ask what ia it that preventrd the Finane~ embher fram
paying in this Bill that the slab system will prevail. This is after all a
new taxation measure and thesa are the defects. Therefore, it is not as
if mv Honourable friend Mr. Dutta’s motion is absolntelv ealeulated to
thow away this Bill into the Bastern or the Western sea. We are trving
to ree a suitable Bill passed.

T have nlready maid that with respect to the income of the Europeans
living in this country but who have not hecome domiciled. a provision to
tax it is not there. This much for the efrculation motion.

T will now go to some other clauses to show thet the Rill iz not all
what it appears to be. Let us know more about its scope and its clauses.
There are some provisions which are useful. The sources of ‘ncome that
will be affected, the classes of persons that will be affected, the nature of
exemptions that are allowed, the way in which the income is assessed,
and the stringent penalties, these are the five heads under which the
whole Act can be discussed. 1 find almost everv section except those
which were inconvenient to the Honourable Member or which restricted
the Governments rights or the Europeans privileges has been left alone.
Now, as regards the leave salaries psid in the United Kingdom by our
Government, my Honourable friend wanted to come forward with a gesturc
that he would tax them also by cancelling the notification under section
80 (I). We are accustomed to such gestures. When they introduced the
Insurance Bill, the moment we took exception tp its clauses, they
threatened us, both inside and outside the Assembly, that they would
withdraw it, as if we would go into the deep ren but for their Bill. Likewise
if we object to any of the provisions of this Bill and say that we would
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introduce amendmerfts, he says he is going to show the Damocles’ sword.
He is still dangling that sword under section 60 of the present Act under
which power is vested in_the Governor General to exempt certain classes
of income. Did we not become accustomed to this in the case of the
previous Bills? We wanted that the rules framed by the Executive ought
to be placed before both the Houses of the Legislature before they could
be accepted or have the force of law. Formerly, when the Legislature
had no voice, when people wcre not alive to their responsibilities, sections
were introduced in the Income-tax Act, 1922, investing the Governor
General with all residuary powers, That residuarv power is contained in
section 80. Is there justification now for still retaining that power and
telling us unless you as good boys bow your heads to this Bill and pass
it or support the motion for reference to the Select Committee we will
continue the Notification? If X who is employed in this country goes on
leave to England, stays there for five or six months, his leave salary is not
liable to taxation—he gets the best of both the worlds. In that country
he is not liable to tax unless he is there for a particular period. What is
the justification for keeping this section 80 still in the Act? He escapes
the tax here, he escapes the tax there also. The leave salary ought to
be taxed. In spite of that my Honourable friend comes to this House
and says, ‘I have done very well in this Bill, I have, no doubt, not
included in this Bill a clause to omit section 80 but the Notification will be
cancelled, why don't you support?’’ I was really wondering and wanted
to find out if section 80 was not still there. If section 60 was still there,
you can exempt every Furopean or Englishman from paying any tax.
Can’t you do it? I would ask my Honourable friend to bear with me
and say whether section 60 is not here in a more comprehensive manner.
What 18 the good of this Bill if the Central Government can by a
Notification in the Gazette of India, make an exemption, & reduction in
rute, or other modifications in respect of income-tax, in favour of any class
of income, or in regard to the whole or any part of the income, and in
regard to any class of persons? Whatever might be the class of income,
whoever might be the individual, it is open to him to do so. What is the
good of saying then that, this Bill is a God-send? Let him
say on the floor of the House todav, that he is prepared to
repeal section 80. I will move an amendment and let him accept ibt. I
will now read a portion from page 9 of the Committee’s Report regarding
the exemption of leave salaries from tax if paid outside India:

“The exemption therefore was intended to restrict taxation in the home country
only, but it is common knowledze that in almost every case, leave is so arranged
that no liability attaches to the lesve pay even in the country where received. This

seems to be an almost unique example of income not taxed in either the country
of origin or the country of receipt . . . .

Whatever justification there may bhave heen originally for this exemption, we
agree with the representations made that there is no justification for it mow and we
recommend that it should be revoked.'

Mr. President (The Honourable 8ir Abdur Rahim): The Honourable
Member wishés to continue his specch?

Mr. M. Ananthasayanam Ayyangar: Yes.

Mr. President (The Honourable Sir Abdur Rahim): Then the House
stands adjourned till 11 O’clock tomorrow.

8 ng; ri?.“forg}y thep adjourned h]l Eleven offtfo\.‘@oek on Friday, the

Sr. M

-
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