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EGISLATIVE ASSEMBLY.
Tuesday, 6th Dzcember, 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.

STARRED QUESTIONB AND ANBWERS.

(@) ORAL ANSWERS.

‘CONTRIBUTIONS TO THE UNITED PROVINCES GOVERNMENT BEFORR PROVINCIAL
AvUTONOMY.

1805. *Mr. Badri Dutt Pande: Will the Honourable the Finance Member
be pleased to lay on the table a statement showing the amount and nature
of all payments and.contributions made to the United Provinces Govern-
ment by the Central Government just before provincial autonomy and
after, viz., in 1936-37 and 1937-38?

The Honourable Sir James Grigg:-A statement is laid on the table.

Payments and Contribution to the Government of the United Provinces.*

Nature of Payments, Amount paid in

1936-37.  1937-38.
(1) Payments from Sugar Excise Duty . . . . . 417,300 58,700
{2). Grant from Rural Development Fund . . . . . 55,149 37,800
{8) Grant from Road Development Fund . . . . . 9,60,317 17,71,280
{4) Bhare in the Salt import duty . . . . . . 850 900
{5) 8hare in the net prooeeds from taxes on income . . . - 18,756,000
{6) Contribution to the Provincial Government . . . . .. 25,00,000

NEW APPOINTMENTS SANCTIONED IN THE GOVERNMENT OF INDIA DEPARTMENTS.

1806. *Mr. T. S. Avinashilingam Ohettiar: Will the Honourable the
Finance Member state:

(a) how many new appointments he has sanctioned for the depart-
ments of the Government of India after the beginning of
this finanecial year;

(b) for which departments these new appointments have been sanc-
tioned ;

(c) why these new appointments have been sanctioned; and
(d) what is the financial effeet of these new appointments?

*Excludes payments for services rendered.

(3873 ) A



3874 LEGISLATIVE ASSEMBLY, [6rr Deo. 1988.

The Honourable Sir Jxmes Grigg: I lay on the table of the Hous: &
statement giving the required information.

chwlhmuammm ete., sanciioned by the Finance Depariment in the
Departments of the Godernment of India.

Departmeiit. Appointmenta Why sanctioned. Expenditure
I:En?moﬁonod. y involved..

Home Department 1 Deputy Secretary To deal with extra work of a Ras. 20,432.
constitutional and emer-
gent nature,
The post has heen mctnmnd
for two years with effect
from the 26th April 1038,
but is lilkkely to be terminat-

). Aesistant (tem- To assist the Officer on Special K. 800

‘porary). Duty in the revision and
consolidation of the law on
Arbitration.

The post has been sanctioned
temporarily on Rs. 200
mensem from 6th August
1938, to the lst December
1938.

] Assistant (tem- To cope with pressure of work Ra. 100.
porary) for 18

days. .

3 Stenographers  In replacement of stenogra- Rs. 2,000.
(temporary) for phers on leave and to cope
periods varying with pressure of work.
from 1 to 4

months.
Legisiative De- 1 Additional De- Created in lieu of the tempo- Rs. 1,825 per
partment. puty Becretary rary post of Joint Secretary  mensem against
(temporary) from  which has been abolished. a saving of Rs.
22nd August 1938 3,178 per meén-
t]-t;;sSt-h February sem.

D?rkmn of 1 Officer on Special To permit the Educational Rs. 7,318.
ducation, Duty(temporary) Commissioner designate to
Health and for two months. establish contacta with edu-
Lands. cational authorities in the
Provinces before
charge of his duties.

1 Additional Under Partly as a training post and Ra. 5,718.
(tem- partly to cope with addi-
porary). tional work in consequenoe
of the conversion of the
Department of TImperial
Council of Agricultural Re-
search into an Attached
Office. A post of Assist.
ant Secretary will, when the
present incumbent shortly
proceeds on leave prepara-
tory to retirement, be re-
gec laced by a post of Under
retary to which this
officer will be appointed.

l Peon (temporary) To prowdo an order for the Ras. 24.
Officer on Bpecial :

-



De_parl:'mant
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of
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of

of

: gommun';.cutionﬁ.

Defence Depart-
ment.

Finance Depsrt

¢ (Ordinary
Branch),

STARRED QUEXTIONS AND ANKWERS,

Appointments . Why sanctioned.
sanctioned. '

1 BSuperintendent The t has been created

of Insurance. er the New Imsurance
Act

1 Stenographer For ﬂupoﬂntemlom- of Inanr-
ance.

1 Attaché For

1 Addmonai Jom't For work in mnnumom mth

Becretary (tempo- the Indo-Béitish Trade
rary for 6 days N i .
only).

1 Under Secretary ('reated im - lieu of 1 post of

(at present At- Assistand -Seeretary abo-

taché). lished with efféct from lst
Beptembér 1938.

1 Additional Under The pest has beem created as

Becretary. the number of efoers in the
Department was inade-
quate to deal with the
amount of work for which
it is responsible.

1 Stenographor Increase of work in the De-
partment.

1 Additional Bec- For special duties .in «-onnec-

retary  (tempo- tion with Defence propara-
rary). tiom,

1 Additional Sec- Ditto
retary  (tempo-

rary). :

1 Under Secretary Ditto
(temporary),

2 Asmistants (tem- Ditto
po ).

1" Third Division pitto
Clerk (tempo-

rary).

1 Stenographer Ditto
(temporary). .
1 Daftry . . Ditto
1 Jemadar, 2nd Ditto
Class.

3 Peons Dittn

1 Joint Becretary The officer is to report un the

(temporary). feasibility of the imposition
of dmfhty fed,

1 Deputy Secre- In lieu of poet of Jmnt Becre-

tary (temporary). t;?h April from

to 30th

October lm md there-
after due t0 intiéased work
in the Department,
tamporw of Addl
tional having
been nbolmhod with effect
from 18th October 1938,

4 Officers on Bpecial For training offiders for even-

Duty (temporary tual employment in the

for a few months). Finance and Commerce
* Pool *.
1 Buperintendent Due to increase of work in the
(temporary). Department.

- dRs.

3875

Expenditure
involved.

Re. 2,000 p. m.

Rs. 275. p. m.

Ra, 850 p. m.
Re. 580.

Re. 1250 p-m
:gnms‘a

Officer not yet
nelected

Rs. 3,300 per
annum,

Ra. 44,400 per
Annum.

+Rs. 190,684,

Re. 3,750 per
mensemn.

Res. 22,245

inst & sa
Ras. 38,230.

81,5612 (ap-
proximately).

Ra. 600 per men-
sem.

A2
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Department. Appointments
sanctioned.

Finance Depart- : | Assistant; (temn-
ment (Ordinary  poraty). .. ..
Branch).

B Clerks, I Divi-
sion, on Rs

v .p-m.each—. .

1 from, Jat .April
1938 to .

November 1938,

1 from 20th May
iy 1938 to: 19th,
" Nwmbpr 1038, .
1 from: let. July

1938 to..80th

June 1939.
e 2 Clerks, ILI Divi-

sion. (parmanent). .

Vg S
| AR

ot

Y,
3 Assistant .Finan-

Finance Depart
cial Advisers.

ment (Military
Finance Branch).

[

new appointments sanctioned ?

The Honourable Sir James QGrigg: 1

1 cannot say.

Mr. T. 8. Avinashilingam Chettiar:

number of appointments made ?

The Honourable Sir James Grigg:
I have not added them up.

each Department.

 LEGIBLATIVE A SSF.HBI..Y;

Why sanctioned.

For technical work connected
‘with the examination of the
forms of nccountl.ng and
budgets of the major

One for special con'ident:sl
work and two to cope with
rush of work.

i

To form a leave reserve for
the I1l Division. The pre-
vious practice was to engage
. substitutes as each leave
vacancy occurred.

To cope with the increase in
work and also as measure
of re-organisation of the
constitution of the Branch
with a view to exercising a
more effective control over
Defence expenditure.

[6rm Do, 1938.

Expenditure
involved.

Rs. 1,740.

Rs. 1,5660.

The result is a
saving.

Rs. 36,540 per
annum.

Mr. T. 8.. Avinashilingam Ohettiar: May I know, Sir, the number of

have just handed in a statement;

It must be easy to mention the

They are given separately under

Mr. T. 8. Avinalhmnglm Ohettiar: May I know, 8ir, in how mam
Departments these new appointments have been made?

The Honourable Sir. Jﬁnﬁl Grigg: It gives a comprehensive list of what

has happened jg all the “Departments.

had better study ths sﬁatament first.

I think the Honourable Member

Mr. T. S. Avinashilingam Ohettlnr What is the total financial effect of

all these new appomtments?

The Honourable Sir. -I!m.l Grlgg. The Honourable Member shouid

first read the statemen’t

Mr. T. 8. Lvinuhnllgam Ohettiar: I think, Si;', these answers are
really intended to avoid supplementaries. . . .
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Mr. President (The Honourable Slr Abdur’ Rahim); The Honourable
Member has given a list, and he should ﬁrsf gb ‘througﬁ' '11.

Mr. T. 8. Avinashilingam Ohettiar: Will you lnm:'ll}r allow us to put
supplementaries to this question tomerrow ? . ¢

My, President (The Honourable Sir Abdur Rahlm) The Chair cannot
do that. 1f it is allowed in this case, the (‘hmr m!l haveto do it in all
cases.

Mr, 8, Satyamurtl Does the statement glve the vensons for all these
new appomtmentu?

Mr, President (The Honourable Sir Abdur Rahim): That is what 4he
Chair understands.

Mr. 8. Satyamurti; May I point out to you, Bir, that this question is
raised, not for the purpose of getting a list in-which case I- quite agree it
may be placed on the table, but the point of the-question-is in clauses (c)
and (d). We are now told a great deal aboub retrenchment, about a 10
per cent. cut in salaries and contingencies ‘and other thngs. We want
to pursue the points raised in clauses {c) and (d), and I should like you,
Bir, to direct the Finance Member to give replies; unless we put this
question again in about two months, which wdl be too Tnte we shall not
be able to raise this question.

Mr, President (The Honourable Sir Abdux Rah;m) Replies have been
given to the gquestions.

Mr. S. Satyamurti: With regard to (a) and (bh), 1 quit-u agree.

Mr. President (The Honourable Sir Abdur Rahim): Wlt.h regard to (c)
nlso. whatever the reasons are for the appomhnenf% mfuip ‘the proper
time will be when the demands are put forward.-

Mr, S, Satyamurti: The demands may not 'I:o put forward.  They may
re-appropriate.

Mr President (The Honourable Sir Abdur Rahim). r_];lllt‘.l‘t‘ would be
plenty of opportunities during the Budget Session.

Mr. 8. Satyamurti: You mesan in the Budget, but, Sir, these new
appointments have been made for this year. I quite agree, if T may say
8o respectfully, that, so far as the new appointments provided for in the
Budgst are concerned, we get ample opportunities for dedling with them,
but the trick is, if I may use that term, not to bring these in the Budget,
but to make them in the course of the year amd try to find money by
re-appropriation, and by excess grants and bring these things before us
long ufter the appointments have been made.” We therefore want to
pursue this matter at this time, and see how the Finance Member can
reconcile his financial conscience in. sanotioning aH these new appoint-
mente. I, therefore, submit, Sir, that you max direot the Finance Member
to unswer parts (c) and (d) on the floor of the Ffmm- 80 t-ha'l We ¢an pursug
this matter further. - T e 2
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The Honowrable Sir James :@rigg: 1 shall have to read out the whole
statement and thak seems $o me wasting the time of the House. I honesily
do not think that the Honourable Member is making a really good case.
The executive j8 entitled to makg all these appointments.

Mr. President (The Homourable 8ir Abdur Rahim): The Honourable
Member had better go through the statement first.

-~ Mr. 8. Satyamurti: May I ask the Honourable the Finance Meniber
to say honestly, to use his own word, whether he has applied his financial
mind to this matter, before sanctioning all these appointments?

-~ Mr, President (The Honourable Sir Abdur Rahim): Fiouestly is not the
proper word.
-
The Honourable Sir James Grigg: I don't object to it.

© Mr. 8. Satyamurti: My Honourable friend understands humour, and |
ask him whether he will honestly say that he has sanctioned all these new
appointments with a keen eye to the financial position of the Government
of India and ita future prospect with regard to ocustoms receipts, railway
receipts, and so on, and if he has satisfied himself that all these new
appointments are absolutely necessiury for carrving on the administration !

The Honourable Sir James @rigg: Either | or my Department have
satisfied themselves honestly. ‘

Mr T. 8. Avinashilingam ' Chettiar: May [ know, Sir, what are the
Departments in which these new appointments have been made, they
cannot be more than two or three?

The Honourable Sir James @rigg: The Honourable Member had better
tirst go through the list.

~ Mr. T. 8. Avinashilingam Ohettiar: | do not want the.figures or the
list, beeause there arve only cight or nine Departments in the Goverument

of India. . . . .

The Honourable Sir James Grigg: Tn point of fact, 1 have dealt with
all the Departments: cven when quite minor staff has been added, the
explanation has heen given, and T think the Honourable Member had
better first study the st gs a whole.

Non-ForMaTiON OF A CANTONMBNT BOARD IN AMpALa.

1807. *Mr. 8ham Lal: (a) Will the Defence Seccretary please state
whether it is a fact that even after his reply in August last the Board has
not been formed in Ambala Cantonment as yet?

(b) If so, what are the reasons for this long delay and when is the
Board expected to start funetioning?

(¢) Is it a fact that ib is the only big Cantonment in the Northern
Command where the adminigtration is being run by a corporation sole?
1f s0, are there any reasoms for this special treatment being meted out to
the people of Ambala Cantonment? - ' '
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. 0. M. G vis: () and (b). Yes. The reason for the delay
in oﬁﬁﬁotutzg tal;e %ttlalard in( x)kmbala( was that there ba}ng no provision in
the Cantonments Act to provide for the filling of seats in the first election
when an insufficient number of candidates was elected, it was necessary
to make a rule to provide for the purpose. This was finally published 1n
the Qazette of the 12th November and it is hoped.thn_b the names of the
members of the Board will be published in the next issue of the Gazette.

(c) The answer to the firet part of the question ig in the affirmative.
The second part does not arise.

Mr. Abdul Qaiyum: With reference to part (b) of the question, will
Government bring in the necessary legislation to get over the difficulty ?

Mr. 0. M. @. Ogllvie: Not at present.

RBrUsaL 70 MAKE THE TRANSFER ENTRIES IN THE TAx REGISTER IN AMBATA
CANTONMENT. ;

1808. *Mr. Sham Lal: (a) Will the Defence Becretary please state if
it is & fact that the Military Estates Officer, Ambala, and the Cantonment
Authority demand from the residents registered admission in favour of the
Government in the land oecupied by the building before transfer entries are
made in the Tax Registers?

i iti i to make the
' t a fact that the authorities mentioned above refuse to :
:bmrgf)ezse:atries in the registers if the admissions are not forthcoming?

i iti i ides the refusal
t & fact that the Authorities menhoqed above besi ref
to r(:'flkI: ;«'he transfer- entries in the Tax Re_gl_slters threaten #h~ --

ith pros ion and resumption nf +h~i-? ) ) - v residents
ﬂ‘::ethmtﬁreﬁ t -+ v vulldings if they do not furnish

b . --vw asullissions?
(d) Are the Military Estatcs Officers in other Cantonments and the
Cantonment Authorities there following the same procedure?

(e) If so, is it all being done under some general instructions of the
Government of Indiu?

(f) T so, are the instructions warranted by any provision of the Canton-
ment Act? '

(8) If the answer to part (e) be in the negative, what is the basis of this
procedure?

(h) What steps have Government undertaken or propose to take to
stop this procedure?

Mr. 0. M. @. Ogilvie: (a) and (b). Notioes of transfer of property
submitted under section 78 of the Cantonments Act, 1924, are not received
by the Military Estates Officer but by the Exscutive Officer. Government
underst.aqd that, through a misapprehension, the latter has, since 1936,
been demanding a recognition of Government’s rights before such trans-
fers are registered but the attention of the local authorities has been drawn
to the fact that this practice is irregular. ’

{c) No.

(d) Government have no reason to believe that the correct procedure
is not being followed in other cantonments.

(e}, (f). (z) and (h).. Do not arise.
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Noplm:.moxs T0 THE ELECTED BEATS TO THE CANTONMENT BOARDS,
1809. *Mr. Sham Lal: Will the Defence Secretary please state:

(a) whether it is a fact that the Central Government have published
a rule under section 81(G) of the Cantonment Act for making
nominations to the elected seats even at the time of the first
election, if sufficient number of members is not elected; and

(b) whether it is & fact that section 81 is meant to frame rules for:
holding elections and not for making nominations to elected.

seats?
Y

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

(b) No. Section 31 provides inter ulia for the making of rules to re-
gulate any matter relating to elections in respect of which the Act makes
no provision or makes insufficient provision and provision is in the opinion
of the Central Government necessary.,

Nor-Levy or OcTrRol DuTy oN LIQUOR AND WINES IN THE L.AHORE
CANTONMENT.

1810. *Mr. Sham Lal: Will the Defence Secretary be pleased to state:

(a) whether it is a fact that under the Octroi Schedule, now in force
- in the Cantonment of Luhore no octroi duty is leviable on
the import of liquor and wines of all sorts;

{b} whether it is a fact that the Lahore Cantonment Board some-

) times 020 unenimously  decided to include these in their
Octroi Bchedule and forwarded tnei proPosals to the Govern-
ment of India through the Northern Commana ior approvel
and publication in the Gazette of India; and

(¢) at what stage is the matter now amd what is the delay in the
approval and notification of these proposals?

Mr. C. M. G. Ogilvie: (a) Yes.
(b) Yes.

(¢) The proposals were received only on the 81lst October, 1988, und
are under consideration.

Mr, Abdul Qaiyum: With regard to part (d) of the question, may I
know, 8ir, why Government have turned down the suggestion of the Lahore
Cantonment Board in this matter?

Mr. 0. M. G. Ogilvie: If the Honourable Member has heard iny
answer to clause (c), he will realise they have not done so. '

Mr, S8ham Lal: May I know, Bir, when the final orders will be:
passed ?

Mr, 0. M. @. Ogilvie: I am not quite clear as to when the final orders
will be passed,—I imagine fairly soon. The difficulty is that double octrui
is likely to be paid as all these goods come from the municipality, where
they pay octroi, to the cantonment, where they are expected to pay
again.
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Mr. Abdul Qafyum: May I know, S8ir, when Govermmnent expect to
come to a decision ?

Mr, 0. M. @, Ogllvie: 1 said that proposals were received on 3lst
October 1938, and are under consideration.

RAOCIAL DISCRIMINATION IN THE MECHANIOAL TRAXSPORT DEPARTMENT.

" 1811, *Mr. Sham Lal: With reference to the answer to my questiow
No. 6800, asked in this House on the 80th August, 1988, will the Defence
Secretary be pleased to state:

() whether it is a fact that after the reply to my question, addition-
al kit approximately of the value of Rs. 200 has been supplied
to the Anglo-Indian Apprentices of the Mechanical Transport
Department while the Indian apprentice has been supplied
with a kit of the value of Rs. 48; and

(b) whether he is aware that the warm coat supplied to the Indian
affords no protection against cold?

* Mr0. M. @. Ogilvie: (a) and (b). No. _

ADMISSIONS TO THE INDIAN MILITARY ACADEMY AND APPOINTMENTS TO THE
Auxmiary Fomom Urrrs.

$1812, *Mr. M. Ananthasayanam Ayyangar: Will the Defence Secretary
please state:

(a) the number of Anglo-Indians and domiciled Europeans who have
been admitted to the Indian Military Academy since its
inception;

(b) the total number of admissions to the said Academy from its
inception;

(c) how many of these Anglo-Indians and domiciled Europeans were
admitted by competition, and how many by nominasion;

(d) whether Indians are not eligible for appointments to the units of
the Auxiliary Force in India; -

(e) if not, why Anglo-Indians and domiciled Europeans from these
units are sent to officer Indianised units;

(f) whether such Anglo-Indian and ‘dqmiciled European officers
posted to Indianised units receive preferential treatment over
the Indians; and '

(8) whether Government are prepared to take speedy steps to
* remove these grievances?

Mr. 0. M. @. Ogilvie: (a) 22.
(b) 5186, i
(¢) By competition—8.
By selection—14.
(d) Yes,

tAnswer to this question laid on the table, the questioner being absent. o
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(e) Because they are statutory natives of India.
{f) No.
«g) Does not arise.

AMOUNT ALLOTTED TO SEORET SERVICE FUND.

1818. *Mr. T. 8. Avinashilingam Ohettlar: Will the Honourable the
Finance Member state:
(8) whether any amounts are allotted to the Beoretary of Siate for
secret service work; if so, what was the.amount allotted in
the last financial year; :

(b) what is the purpose of this secret service work; and

(c) whether this anount is paid from Indian Rcvenues and whether
according to the Government of India Act the India Office
should be maintained by His Majesty’s Government's
finances ?

“The Honourable Mr. R, M. Maxwell: (a) No. . .
(b) and (c). Do not anss.

_lr. T. 8._ Avinashilingam Ohettiar: Sir. in the Public Accounts Com-
mittee there is mention of a lakh of rupees and odd for secret service work
for the Becretary of State. T have seen it there. . . . . .

The Honourable Mr. R. M, Maxwell: No, Sir, no amount is allotted
to the Becretary of State for activitier conducted hy the Indin Office as
the question suggests.

‘Mr. T. 8. Avinaghilingam Ohettiar: May I know, apart from the India
‘Office, whether any amount for secret service work is allotted to the
.Becretary of Btate?

‘The Honourable Mr. R. M, Maxwell: It is not in the public interest
to say whether and by whom any secret service work ix carried on, but
whatever secret service work is carried on at the instance of the Government
of India is for the Government of India and for nobody else.

Mr. 8. Batyamurti: May I know what my Honourable friend means by
saying ‘No’ in answer to clause (a) of the question? As a member of the
Public Accounte Committee I have had opportunities of asking questions
on this, year after year, of the witnesses who come before us. May 1
‘know whether Government’s answer is to be interpreted as meaning that
‘1o amount is spent by the Secretary of State or under his orders out of
Indian revenues for secret service work outside India?

The Honourable Mr. R. M. Maxwell: 1 said no amount is allotted.
The question is, ‘‘whether any amounts are allotted to the Becretary of
State for secret service work’’. The Government of India .do not make
Aany allotment to the Beoretary of Btate.
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Mry. 5. Satyamurti: May I know under what head ix the secret service
expenditure incurred by the Becretury of State; becsuse 1 know that this
secret service expenditure is incurred and finds a place in the accounts
submitted to the Public Aecounts (‘oinmittee vear after year ns part of
the Secretary of State’s accounts?

The Honourable Mr. R. M. Maxwell: The Becretary of State, if he
spends any such money on behalf of the Government of India—he acts
sinply a3 our agent. Tt is not allotted to him for secret service work as the
question suggests.

Mr. B, Satyamurti: Muy 1 tuke it that the bills aré paid by the Gov-
ernment of India on the certificate of the Secretary of State, or a particular
sum is allotted to him for this expenditure, and the manner of the expen-
diture is decided by the Seerctary of State without reference to the Gov-
ernment of Jndia? :

The Honourable Mr. R. M. Maxwell: No, 1 know of no particular sum
being allotted to him. If any money is spent at home, he does it as the
wgent of the Government of India,

Mr. N. M. Joshi: May 1 ask whether the Government of India have
considered the question of allotting this work to the High Commissioner
instead of the India Office ?

| 'I:Ihe Honourable Mr. R. M. Maxwell: No. That has not been consi-
dered.

Mr. N. M. Joshi: May 1 know whether the Government of India will

consider this question ?

The Honourable Mr. R. M. Maxwell: No.

Mr. 8. Satyamurti: May I know whether the attention of the Govern-
ment hag been drawn to the reeommendation of the Public Aecounts Corn-
mittee—1 know that for three years we have considered it and made a
recommendation, but the Government of India may not have looked inbo
it—anay T know whether the Government of India’s attention has been
drawn to the recommendation of the Public Accounts Committee that all
agency functions which are still performed by the Secretary of BState
should be transferred to the High Commissioner and that representation
should be made to His Majesty's Government that all expenditure incurred
0]111 account of the Secretarv of State should be horne on the British Ex-
chequer ?

The Honourable 8ir James Grigg: If the House will allow e to
veply, it does not arise directly out of the originul question. But the Hon-
ournble Member knows that 8ir Ernest Burdon looked into the question
while on leave. He has submitted a report but I have myself not studied
the l:ep}vfgrt. When T have, T shall be able to communicate the information
to the House.
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Mr T. 8. Avinashilingam Ohettiar: The Honourable Member said that
he may spend as the agent of the Government of India. May I know whe-
ther such amounts have been spent as an ugent of the Government of
India outside India by the Secretary of State in the last financial year?

The Honourable Mr, R. M. Maxwell: I did not quite follow the Hon-
ourable Member’s question. A good deal of expenditure of the Govorn.
ment of India takes place outside India.

Mr. T. 8. Avinashilingam Ohettiar: In answer to clause (n) of the ques-
tion, my Honourable friend said that no amount is allotted for secret service
work to the Becrstary of Btate, and he said that if any secret service
expenditure is incurred by the Secretary of State he incurs it as the egent
of the Government of India. I want to know what amount has been
spent by the Secretary of State on this sort of work as the agent of the
Government of India outside India in the course of the last finuncial
year

The Honourable Mr. R. M. Maxwell: 1 cannot give the exact figure.

Mr. T. 8. Avinashilingam Ohettiar: May T know whether any amounts
have been spent in the last year? 3

The Honourable Mr R. M. Maxwell: Certainly.. As [ said just now,
the Becretary of State makes expenditure on behalf of the Governmnent of
India on various matters.

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

LicensiNng oF BANKS 1N INDIA.

1814. *Mr. Manu Subedar: (a) Will the Honourable the Finanece Mem-
ber please state how many banks have their offices in India? How many
of them are registered in this country, and, of the Indian banks, how many
have their registration in Indian States?

(b) Is it a fact that owing to the weakness and failure of some non-
Indian banks in the last twenty years Indian depositors have lost money?

(e) How many banks have gone into liquidation since 1918 under the
three classcs indicated in part (a)?

(d) Is it a fact that the Central Banking Committee’s reports, both
majority and minority, suggested a system of licensing for all banks?

(e) Is it a fact also that they suggested certain safeguards as part of the
licensing system for Indian depositors?

(f) Is it true that, in replies by Sir George Schuster, an assurance was
given that all this would be done when the matter of the Banking Act
would be taken up?

(g) Are Govarnment considering the question of such licensing?

 The Honourable Sir James Grigg: (s) to (c). Information is heing
collected and will be lsid on the table of the House.
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(d) The majority Report recommended the licensing of all banks; the
Minority Report of the non-Indian banks only.

(e) Yes,
(f) 1 bave not been able to trace any such assurance.
(g) No.

Mr. Manu Subedar: May 1 enquire whether the sections in the Indian
Companies Act upplying to banks are applied to. banks registered in Indian
States and whether Government are tuking any steps to see that they are
governéd by these sections?

The Honourable 8ir James Grigg: To the best of ‘my belief, there is
one section, which is section 10A of the Companies Act, which deals with
companies registered in Indian States. I have not refreshed my memory
about it recently, but, beyond that, T do not think that there is any
legislation dealing with companies registered in Indian .States.

Mr. Manu Subedar: May I ask whethér the Honourable Member will
go a little further into this question? I am not wanting an answer now,
but I am uzsking whether he will see whether all provisione which are
made in the Indian. Companies Act for the safeguarding and. proper
running of baiks—whether he will see that these provisions are insisted
upon in the case of a bank registered in Indian States before it opens a
branch in British India?

The Honourable Sir James Grigg: 1 am not sure that that is within
my power, but I will look into the question to see if there is anything like
that that we can do.

Mr. Manu Subedar: May I know further whether any steps have been
taken by Government to invest the Reserve Bank with the power of
sanctioning or withholding sanction to the opening of additional branches
by banks which are not registered in British India?

The Honourable 8ir James Grigg: I think that is a question of principle
which requires a great deal of consideration. -

Mr, B. Satyamurti: Apart from the answer of my Honourable friend
to c'ause (f) of the question, in which he bas expressed inability to trace
the assurance of Sir George Schuster, may I know 'if Government are
considering the question of a comprehensive banking -legislation?

The Honovurable Sir James Grigg: The Honourable Member has asked
me this question about eight times in this and preceding Sessions, and
I have referred to the fact that a good deal of legislation was undertaken
in the Compunies Act. T explained that the Reserve Bank were considering
in conjunctiorn with the scheduled banks the reasons for a rather specta-

cular failure recently, and until that consideration is finished, I cannot
make any statement.

Mr. 8. Satyamurtl: May I know if the attention of my Honourable
friend has been. drawn to a statement by the Honourable the T.aw Member
in charge of the Tndian Comnnnies Act. that the question of undertaking a
comprehensive banking legislation wil! be considered by Government Inter
and only a few sections were put in the Companies Act in view of that
statement ?
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The Honourable Sir James Grigg: T should be glad to have my atten-
tion specificully directed to that,

Mr, S. Satyamurti: Muy 1 know whether the impending depuarture of
the Honourable the Finance Member and of the Honourable the Law
Member does not introduce a hiatus in the consideration of this question?

The Homourable Sir James Origg: 1 am speaking for myself and not
for the Honourable the Law Member. I am bound to say that only to o
limited number of questions can I devote my attention in my remaining
time here.

MoVE OF THE ARMY HEADQUARTERS.

+1815. *Sardar Sant Singh: With reference to the answer given to Mr.
Hatyamurti’s starred question No. 1192 of the 18th March, 1988, will the
Dofence Becretary please state: .

(a) the headquarters station or stations of the Defence Headquarters
which is composed of the following units:

(i) Defence Secretariat,

(ii) Army Headquarters,

(iii) Royal Air Force Headquarters,

(iv) Navy Headquarters,

(v) Military Finance Branch,

(vi) Military Accountant General’s Office, and
(vii) Directorate of Army Audit;

(b) what action, if any has been taken to date to provide the amount
of accommodation required at Delhi to move from .Simla the
whole of Army Headquarters offices during the winter to bring
them on a par with the other departments of the Central
Government;

(¢) the circumstances under which the full quota of accommodation
required for Army Headquarters was not provided when such
accommodation as was necessary for the 100 per cent. require-
ments of the Military Accountant General, the Financial
Adviser, Military Finance and the Secretary, Defence Depart-
ment was catered for; and

(d) whether it is a fact that in the matter of move to Delhi from
Simla, the following offices receive preference, because of
importance attached to their work by His Excellency the
Commander-in-Chief and Army Member, over the depsart-
ments connected with the production of armaments and other
military stores:

tAnswer to this question laid on the table, the nfuestioner being absent.
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(i) Routine Sections, such 'as Soldiers’ Board, Defence-
Department,

(ii) Directorate of Military Lands and Cantonments,

(iii) Directorste of Pay and Pensions,

(iv) Deputy Financial Adviser (Pay and Pensions),

(v) Military Accountant General,

(vi) Ceremonial Bection, Adjutant General's Branch, and
(vii) Railway Bection, Quertermaster General’'s Branch?

Mr. 0. M. G. Ogilvie: (a) Headquarters stations are as follows:

Dethi— L
Defence Department Secretariat (including Military Lands and
Cantonments and the Indian Soidiers’ Board).

Military Finance Branch.

Militury Accountant General.

Director of Audit, Defence Services.
Simla—

Army and Air Force Headquarters.
Bombay—

Royal Indian Navy.

(b) None.

(¢) and (d). 1 refer the Honourable Member to my reply to Beth Govind
Das’s starred question No. 1260 on the 15th November, 1988.

NON-APPOINTMENT OF INDIAN CLERES AND SUPERINTENDENTS TO CERTAIN
PosTs IN THE ABRMY HEADQUARTERS AND THE DEFENCE DEPARTMENT.

+1816. *Sardar Sant Bingh: Will the Defence Secretary be pleased to
state: i}

(a) whether it is u fuct that Indian clerks and Superintendents of
Army and Royal Air Force Headquarters are not considered
eligible for appointment to the following posts in Defence
Headquarters:

(i) Btenographer to His Excellency the Commander-in-Chief
(styled as Officer Supervisor and Personal Assistant to His
Excellency the Commander-in-Chief),

(i) Assistant Secretary, Defence Department,

(iii) Oﬁic:;r Supervisor and Superintendent, General Staff Branch,
an

(iv) Personal Assistant te Defence Secretary;

+Anewer to this question laid on the table, the questioner being abaent.
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(b) whether it is & fact that when a Superintendent’s and an Assist-
ant Secretary's posts fell vacant in the Defence Department a
few years ago, both the poste were filled by selection of Euro-
pean olerks from Army Headquarters without offering either to
Indians; if so, why; a2

(¢) the number of British Other Ranks clerks at present employed in
Army Headquarters and the total emoluments drawn by each
of the married British Other Ranks clerks, including the cash
value of all the concessions, e.g., with amount of allowance
under each head: N

(i) free quarters at 8imla/Delhi or compensation in lieu,
(ii) furniture allowance,

(i) coal allowance, ~r
(iv) light allowance, .
(v) shaving allowance,

(vi) clothing allowance,

(vii) education allowance for children,

(viii) milk allowance,

(ix) marriage allowance,

(x) free conveyance to and from office, and

(xi) miscellaneous allowances not mentioned in the above list;

‘ (d) whether it is a fact that the employment of Indian clerks in lien
of British Other Ranks cierks in Army Headquarters is far
more economical; and

(e) whether it is a fact that high cducational qualifications are
demanded. of Indians in connection with the Public -Bervice
Commission examination for employment in Army Headquar-
ters starting at Rs. 556 per mensem whereas British Other Ranks
clerks who start on Rs. 800 per mensem, are exempted from
any obligation to appear at a Public Service Commission
examination? If so, what are the reasons for this racial dis-
crimination?

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

-(b) The most suitable candidates were selected irrespective of nation-
ality,

(c¢) 89, of which 29 are single and 60 married. Two of the latter are
on leave. A statement is laid on the table showing the totdl emoluments
drawn by the remaining 58.

(d) T refer the Honourable Member to the reply given by my prede-
cessor on the 30th January, 1984, to Mr. 8. O. Mitra's starred question
No. 56 and supplementary questions arising therefrom.

(e) 1 refer the Honourable Member to the reply given by me on the
. 15th November, 1938, to part (b) of Beth Govind Das's starred question
No. 1261. ‘
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CoNFIDENTIAL REPORTS OF CLERKS IN THE ARMY HEADQUARTERS.

11817. *Bardar Sant Singh: Will the Defence Becretary be pleased to
state whether any confidential reports regarding the clerks in the Army
Headquarters offices, particularly in the Master General of Ordnance
Branch, are made? If so, is it a fact that such confidential reports on clerks
are not considered as necessary in the other Secretariat Departments of the
Central Government? If so, what is the reason for this discrimination bet-
ween these two departments?

Mr. 0. M, @. Ogilvie: Confidentia] reports for the whole of the clerical-
establishment of all Branches of Army Headquarters are compiled yearly.
This practice. I understand, also obtains in other Secretariat Departments
of the Central Government.

EMBLEMS oF BRITISH, INDIAN AND PROVINOIAL (GOVERNMENTS.

1818, *Mr. Sri Prakasa: Will the Honourable the Home Member state :

(8) if there are separate emblems of the British Government, the
Indian Government and the Provincial Governments of India;

(b) what the emblems are and when and by whom they were.
prescribed and adopted ;

(¢) the names of Provinces, if any, which have not yet got them, and
if it is proposed to give them their own separate emblams,

(d) the names of public documents, if any, on which they are invari
ably or ordinarily used; .

(e) the law regarding the using of these emblems by private indivi-
duals;

(f) if there is any copyright in the use of the same; and

(g) if there is any rule preventing an Indian national using on his
private paper, or in anv publication of his, the emblems of the
British Government, the Indian Government or his own
Province?

The Honourable Mr. R. M, Maxwell: The question should have been
addressed to the Honourable the Leader of the House.

RELEASE OF CHANDRA SINGH,
1819. *Mr. Abdul Qaiyum: Will the Defence Becretary please state:

(a) when the case of Chandra B8ingh, ex-Havildar Major of the
Second Battalion, 1st Royal Garhwal Rifles, was last reviewed
and with what result; and

(b) whether Government propose to order his immediate release, and
if not, the reasons therefor?

Mr, 0. M. G. Ogilvie: () October, 1988. The sentence was not
reduced.

(b) No, as in this case His Excellency the Commander-in-Chief has
seen no reason to justify the exerclse of clemency.

‘iAmcr to this question lafd ‘on the table, the queshoner being absent.
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Mr. Abdul Qalyum: May I know when this havildar major was con-
-victed, and, if so, what was the duration of the sentence?

Mr. C. M. @. Ogilvie: He was convicted, as far as I remember, in
1980 and sentenced to transportation for life.

Mr. Abdul Qalyum: May I know if any other persons were convicted
-glong with him, and whether they have all been released since then?

Mr. 0. M. G. Ogilvie: That does not, I submit, arise from this
-question. :

Mr. Abdul Qaiyum: It does arise, The question of the release of this
person is under consideration.

Mr. President (The Honourable Sir Abdur Rahim): It does not
‘follow, therefore, that the release of other persons becomes relevant. Next
question. No. 1820. :

The Honourable Sir James Grigg: (a) No. In any case

An Homourable Member: On s point of order. Is the Honourable
Member in order in reading the answer when the previoug question has-

not been finished.

Mr. President (The Honourable Sir Abdur Rahim): The Chair has
-called the next question.

Mr. Abdul Qalyum: T feel that I am simply stifled.

Mr. President (The Honourable Sir Abdur Rahim): The Honourable
Member must not use such expression.

Mr. Abdul Qaiyum: If you will permit me, I beg to state that there
have been other questions‘on which 20 to 80 supplementary questions have
been permitted. I had put only one or two supplementary questions when
the Chair called out the next question.

Mr. President (The Honourable Sir Abdur Rahim): It is not a question
of any one Member putting a certain number of supplementaries. When
the Chair finds that a particular question has been sufficiently elucidated,
it is the duty of the Chair and the Chair is entitled to call on the next
~question.

Mr. Abdul Qaiyum: This power should not be exercised . . . .

_Mr. President (The Honourable Sir Abdur Rahim): The Chair is not
going to listen to any lecture from the Honourable Member. Next
.question.

Iy

CERTAIN INOOMES EXEMPTED FROM INCOME-TAX AND SUPER-TAX.

1820. *Mr. Manu Subedar: (a) Will the Honourable the Finance Mem-
‘ber please state whether Government have estimated the income which is
exempted from taxation under the Indian Income-tax Act in respect of
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income-tax and supér-tax, by virfue of sectiond 178, BIS(4) and 3T¥ of
the Government of India Act, 19857

(b) What are the principal heads under these sections and what is the
total amount of payment made by the Government of India, the Provin-
cial Governmentg and the major ports, which escapes taxation ?

(¢) What is the total smount of tax receivable under the Indiam In-
come-tax Act affected by these sections ?

(d) What was the position before the Government of India Act, 1935,

was passed ? .

_(e) Have Government received any representation asking for modifics-
tion or repeal of these sections ? :

() Have Government made any representation to His Majesty’s Gov-

ernment on this subject ?

. (8) Does this matter_oqpsti't.uci,_oné of the topics with regard to the
financial adjustments between India and the United Kingdom, ofi which:
negotiations are now going on?

The Homourable Sir James Grigg: (s) No. In any case sections 178
and 815 (4) of the Government of India Act, 1935, do not confer any
exemption from taxafion; they only deal with deduction dt sourc.

(b) and (c¢). The principal heads under these sections sre:

(i) Sterling securities und guarantees.

(ii) Sterling loans.

(iii) Certain pensions paid outside India.
It is impossible to give any eitimite of the amounts uhder théde hmads.
which are taxed and untaxed respectively.

(d) The same as it is now.

(e) Yes.

f) I would refer the Honourable Member to questions No. 4 and 854
diked in the Hotise oh the 28rd August and 7th' September, 1087, respec-
sively, and rhy réplies given to thém and to the supplementaries asked in
connection with them.

(g) If the Honourable Member is referring to the Chatfield Committee-
the answer is in the negative,

Mr. Manu Subedar: I was not referring to the Chatfield Committee.
I was referring to the general negotiations between England and India
which are going on, of a financial character. The Honourable Member
mentioned this morning, for example, of Bir Ernest Burdon participating
in it.

The Honourable Sir James Grigg: It is not a question of financial
adjustment. It is a question of payment for agency functions. I undét-
stood the Honourable Member to mean comprehensive financial negotik-
tions on outstanding questions and the only one of any magnitude that T
could think of was the Chatfield Committee.

Mr. Manu Subedir: We were told by Sir Aubrey Metcalfe that the
question of the Persian Gulf and similar questions were being consideres
May I ask whether any major negotiation is now going on. If not will
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Government stert & major. negotistion. with  His. Majeséy's: Govermment for
the equitable assignment of burdens between the Hnglish. treasury and
the Indian revamues? .

The Honourable Bir James Grigg: No, Sir,

Mr. Manu Subedar: In reply to (a) the Honoursblee Member said
‘No’. Does the Hongurable Member accept the estimate: wiich has been
mentioned by several Honourable Members in thig House that, the amount
of income which is escaping income-tax. under thess. three sectipns is.
from 18 to 20 crores? '

The Honourable Sir James Grigg: I think it is rubbish.

Mr. Manu Subedar: Will the Honourahle Member give an approxi-
mate amount—whether it is 2 crores or 5 crores or 10 crores?

Mr: President: (The Honourable Sir- Abdur Rahim): What is. the use-
of putting & questior like thet? He hag seid. that he cannot estimate.

Mr, Manu Subedar: He is the Firfance Member. He should know. at
least approximately,

The Honourable Sir James @rigg: I can give the anawer. Theoa is:nob.
the slightest dpubt that, if the Government. of India removed the exgmption
referred. to, they would; have to, pay a. higher rate of interest. If the
Honourable Member will tell me how, to assess the. amount of higheg
interest they would have to pay and set it off against any possible taxation
that ;vou}l;ll have been obtained on the other side, then I will do the caleula-
tion for him.

Mr. Manu Subedar: I am quite willing te. giwe, the Honopgahle Men-
ber what he wants. All I say is that there aze plegty of complex ques-
tions involved. Will he start & major negotiation with the United Kingdom
treasury for the settlement of these pmoblems?

The Honourable Sir James Grigg: No, Sir. I um, afreid on any ques-
tions, of that sort, a major negotiption. cannof, arise. 1 ap quite; syre that
the balance of accounts on topics of the kind mentioned will be in any
case very small and it would not be at all certajin on which side it is. .

Mr. Manu Subedar: What is the quid pro quo which the country is
receiving in respect of income which is escaping taxation upder these three
sections of the Government of India Act.

The Honourable Sir James Grigg: Favourable rates of interest in the
freeit and the biggest financial market in the world, namely, the London
market.

Magmng KaBACHT A NavaL Basg.
1821. *Mian Ghulam Kadir Muhammad Shahban: Wil'! the Defence
Secretary be pleased to state:
(8). if it is & faot that the Port of Karachi, by resson of ite peculiar
geographical position, is of great importance for navsk
puxposes ;
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(b) if it is a faot that Government are proposing to make Karachi a
naval base;

(c) if it is & fact that Government are contemplating the starting
of a Naval College at Karachi for that purpose;
(d) if so, when that College may be expacted to be established;
(o) hov;‘ many boys are taking practical training in the Royal Indian
avy;
(f) from which parts of India they have been recruited so far; and

(8) whether Government proposs to consider the desirability of
allotting to each Province a minimum share in such recruit-
ment ?

. Mr. 0. M. G. Ogilvie: (a) It is a major port, but is not at present of
special importance for naval purposes.

(b) No.

~ (9 Approval hag been given for the construction of a training estab-
lishment at Karachi for seamen and stoker boys of the Royal Indian Navy.

; 1(31}’.9“ is hoped to open the traiping establishment towards the end
o .

(¢) The annual recruitment is approximately 125 boys, with a total
under training of 250. PP d Y

~ (f) The main recruiting grounds are the Punjab, Konkan Coast and
Bombay Deccun, but the more highly educated boys for the technical
brancheg are recruited from all over India.

. (8 No..
VessELS OF THE RoYAL INDIAN Navy.

1822, *Mian Ghulam XKadir Muhammad Shahban: Will the Defence
Becretary be pleased to state::

(a) if it is & fact that the Royal Indian Navy vessels are not regular
men-of-war, and cannot, therefore, be used as such in times

of emergency,
(b) if so, whether Government propose to consider the desirability
- of replacing these vessels by regular men-of-war; and

(c) if so, whether Government are prepared to consider the desir-
ability of taking from the military budget a provision sufficient
for making the navy as efficient as possible for the defence
of this country ?

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

(c) The allocation of the Defence budget is so arranged as to provide
for the maximum efficiency of the Defence Services as a whole.

INSTITUTION OF THE STANDING FINANOE OOM'HI'I'I'HI

1828. *Mr. Manu Subedar: (a) Will the Honourable the Finance Mem-
ber please state since which year the Btanding Finance Committee of
the Assembly bas been instituted and elected year after year?
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(b) Has it been always elected on the proposal of the Finance Member ?

(c) Is it true that the Honourable the Finance Member failed to make
such proposal during 1987-88 and also during 1988-39 7

The Honourable Sir James Grigg: I would refer the Honourable Mem-
ber to the reply given by me to Mr. T. 8. Avinashilingam Chettiar’s
starred question No. 224 on the 16th of August, 1938, in which I stated
that I had circulated 8 memorandum on the subject to the Leaders of
Parties in this House. I am still awaiting their observations.

Mr. Manu Subedar: I want some historical information as regards
part (b). May I know whether a motion of this kind has always been
initiated by the Finance Member and by no other Member of this Houge?

The Honourable Sir James Grigg: 1 believe so. If the Honourable
Member will rcfer to the question I have indicated, he will find that in two
or three recent Sessions I put down a motion for the election of the
Btanding Finance Committee, but it was not acceptable to the House
without some alteration of its status and functions.

EL1GIBIITY OF INDIANS FOR APPOINTMENT TO OERTAIN GRADES AND Posrts
: IN THE HoME DEPARTMENT.

1824. *Mr. Manu Subedar: (a) Will the Honourable the Home Member
please state whether there is any inequality in initial pay or allowances
between Indians and (i) Europeans and (ii) Anglo-Indians in the Depart-
ment ?

(b) Are there any grades for which (i) Europeans or (ii) Anglo-Indians
are eligible, but Indians are not eligible ?

(c) Are there any posts which are specifically reserved for (i)
Europeans and (ii) Anglo-Indians and to which, in practice, Indians are
never allowed to reach?

The Honourable Mr. R, M. Maxwell: (a) to (c). The reply is in the
negative, '

ELIGIBILITY OF INDIANS FOR APPOINTMENT TO CERTAIN GRADES AXD Posts
IN THE DEFENOE DEPARTMENT.

1825. *Mr. Manu Subedar: (a) Will the Defence Secretary please state
whether there is any inequality in intial pay or allowances between Indians
and (i) Europeans and (ii) Anglo-Indians in the Department ?

(b) Are there any grades for which (i) Europeans or (ii) Anglo-Indians
are eligible} but Indians are not eligible ? .

(c) Are there any posts which are specifically reserved for (i) Europeans

and (ii) Anglo-Indians and to which, in practice, Indians are never allowed
to reach?

Mr. 0. M. @. Ogilvie: (a), (b) and (c). No.

Mr. Manu Subedar: Do I understand that there is no inequality in
the matter of puy and allowances of Indians, Europesns and Anglo-Indians
for the same kind of work?
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Mr. & M. Gi Ogilvie: 1 have answersds tiiat- quession.

Mr. Manu Subedar: The Honourable Member- said. the other day, thab
both in respect of dress, living accommoduation and salaries, the British
soldiers get more than the Indian soldiers. :

Mr. 0. M. @. Ogilvie: I understood the Honourable Member's question
to refer to the Defence Department staff.

- Mr. Manu Subedar: In regard to the clerks, did not the Honourable
Member say the other day that British other ranks clerks get higher
allowances than the Indian clerks and did he not justify this allowance
the other day?

Mr. 0. M. G. Ogilvie: There are no British other rank clerks in the
Defénce Department of the Government of India.

Errect or THE ENHANOEMENT OF THE ExOIsE DuTy ON S8UGAR.

1826. *Mr. T. S. Avinashilingsm: Ghettiar: Will the Honourable ths:
Finance Member state :

(a) whiether He has referred! the matter: oft the effeet of the: enhancer
ment of the excise duty on:sugar on the sugar 1ndustry to the
Econemie Adviser;

(b): if not, whether Government. haxe considered xt.. in ang other

manner; and’
(c) what has been its effect on the industry?

The Honourable Sir James Griggs (a), Yes.
(b). Does not arise.

(c) T would refer the Homourable: Member to the reply givern wer parte.
() and (b) of his etarred question No. 333 on the 22nd: August, 1988.

Mr. T. 8. Avinashilingam Chettiar: May I lmow if Government have
received the opinions of the Economic Adviser?

Ths Honouralle: Sir Jamss Grigg: Yes.

Mr. T. S. Avinashilingam Ohettlar: If they have received those
opinions, what is the meaning of ‘‘no’" to clause (b)?

The Homourable Sir .Tlmu Gﬂgg Clause (b) starts ‘‘if not’’. The

answer to clause (8) was ‘‘yes”’. T assume that the governing words
“if not’’ therefore destroy his queittﬂtm

Mr. T. 8. Avinashilingam Ohettiar: May I know whether Government

have considered the report of the Economic Adviser?
The Honourable 8ir James Grigg: Yes, Sir.

Hr. T. 8. Avinashilingam: Chetilar: May I know what the result is off
their consideration?
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The Honourable Sir James Qrigg: Government do not consider that.
any useful purpose would be served at present by a special inquiry into.
tHe ‘specific effects of the enhanced excise duty on sugar.

Prof. N. G. Ranga: Have Government considered the effects of this:
enhanced excise duty on sugar-cane growers?

The Honourable Bir James Grigg: 1 think the Honourable Member-
might address his question to- the United Provinces Government which
is proposing to impose a tax which is almost exactly similar in nature to?
excise. :

Mr. T. S. Avimaghilingam Ohettlar: When do Government expect %o

finish their comprehensive inquiry into these duties on sugar?

The Honourable Sir James Grigg: That is a matter for the Honourable:
the Commerce Member. :

Prof. N. G. Ranga: What steps are the Government of India talsing
to see that the incidence of this enhanced sugar excise duty does not fall
entirely on sugar-cane growers?

The Homourable Sir James Grigg: I should think that is extremely’
unlikely; in present circumstances I am pretty certain the whole of the:
excise duty fﬁl’m on the consumer.

PROPOSAL TO INCREASE THE EMOLUMENTS OF BRITISH SOLDIERS AND OFFICERS-
IN THE INDIANW 1M
1827, *Miy. 8. Satywhwrti: Will the Defence Seeretary please state :

(a) whether the proposals of the British Secretary of State for War
for increasing the emoluments of British soldiers and officers.
in the Indian Army have been given effeet to;

(b) if so, to: what extent, and what their present cost is;

(c) whether any discrimination, a8 & consequence of these ehanges,
has been made in respect of Indian troops and officers; if so,.
what it is, and why;

(d) whether the increased payments from the British Exchequer to

the Government of India will be made only from the next
financial year; and

(e) if so, how the cost of the increased charges will be met this year.

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

(b) During the current financial year the extra expenditure on accoumt
of British soldiers is estimated to be Rs. 129 lakhs. The question of the
rate of pay for officers is still under consideration.

(e) No. The concessions authorised for British troops and officers
serving on the Indian establishment were introduced owing to the fact that
similar concessions have been introduced in the United Kingdom. This
argument does not affect Indian troops and officers.

(d) Yes.
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(e) The Honourable Member must, I think, await the Honourable the
Finance Member's budget statement.

Mr. 8. Satyamurti: With reference to the answer to clause (d) of the
question, may I know whether at the time when the Government of India
agreed to these extra charges, they were made aware of the fact that
increased payments from the British exchequer would be made available
-only from the next financial year?

"™\
Mr. C. M. G. Ogilvie: 1 am not quite clear as to what the Honourable
Member wishes me to tell him.

Mr. 8. Satyamurti: May I know whether, at the time the Government
-of India agreed, or had to agree, to these extra charges on account of
British officers serving in this country, they were made aware. of the fact
that increased payments from the British exchequer would be made
available only from the next financial year?

Mr. 0. M. @. Ogilvie: That was understood,—yes.

Mr. 8. Satyamurti: May I know whether, before agreeing to these in-
-creased payluents, Government considered the financial implications thereof
and decided one way or the other with regard to the means of finding extra
money this year?

Mr. 0. M. G. Ogilvie: Well, it is in consequence of these extra charges
that we got the extra payments at all.

Mr. 8. Satyamurti: I am asking whether, with regard to the actual
"provision for these extra payments this year for which the British exchequer
is not going to make any payments this year, Government had examined
‘the financia! iwplications thereof and came to any conclusion as to how to
finanice these extra payments?"

Mr. 0. M. G. Ogilvie: I think the Honourable Member will have to
wait for the Budget.

Mr. 8. Satyamurti: 8ir, the Budget can refer only to next financial year.
I am asking the question about the present financial year for which the
Budget has been passed by this House. I want to know what are the
proposals of the Government of India with regard to financing the extra
-expenditure for this financial vear.

. Mr. 0. M. @. Ogilvie: Again I think the Honourable Member had better
refer to the Honourable the Finance Member.

Mr. 8. Satyamurti: Well, the Finance Member is here and he is always
alert to answer questions: may I know whether Government could inform
the House of any proposal that they have considered or are considering
as to how to finance the expenditure for this year which amounts to Rs. 129
lakhs if I heard the Honourable Mémber aright, apart from officers’ pay
which is a matter for negotiation?

The Honourable Bir James Grigg: The Honourable Member must be
aware that three or four (I have forgotten the exact figure) British battalions
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have been taken off the Indian establishment, that there has been a general
committee to overhaul expenditure from the point of view of effecting
economies, and that although there has been countervailing expenditure
in the defence forces, in them also a review of expenditure, to see if it is
possible to produce a part of the extra expenditure, has been undertaken.

Mr. 8. Satyamurti: May I take it that the Honourable the Finance

Member is now convinced that there is no likelihood of a supplementary
demand on account of these charges?

The Honourable Sir James Grigg: Well, taking the Waziristan opera-

tions also, I have not the slightest doubt that a supplementary demand
will be required.

Mr. K. Santhanam: Are we to understand that British officers serving:
in Indian regiments do not get the increases mentioned ?

Mr. C. M. @. Ogilvie: They do not, apart from certain adjustments.

Mr. 8. SBatyamurti: With reference to the answers to parts (a) and (b)-
of the question, I want a little elucidation. Apart from the Rs. 129 lakhs,
may I know if in the matter of officers’ salaries—I think my Honourable
friend said that that forins part of the negotiations now going on—whether,

in respect of them also, he expects extra financial burden for this financial
year?

Mr. 0. M. @. Ogilvie: Certainly.

Mr. 8. Satyamurti: What is the rough estimate of these extra financial
burdens ?

Mr. 0. M. G. Ogilvie: Possibly somewhere in the vicinity of five lakhs;
I cannot be more accurate.

Avuprt oF INCOME-TAX RETURNS.

1828. *Mr. 8. Satyamurti: Will the Honoutabl th . _
please state whether it is e the Finance Member

intended to have an audit of income-t t
also? If so, on what basis and in what manner, 3 whethor

and when, a -
the results of the audit will be placed before the House? en and whether

The Honourable Sir James Grigg: An experimental audit of income-tax
receipts has been a

I rranged, the results of which will
Public Accounts Committee in due course. el will be reported to the

Mr. 8. Satyamurti: May 1 know,
through this House, what is t

for the information of the public
maintaining of this audit of

the basis and the intention with regard to the
income-tax returns? g

The Homourable Sir James Grigg: The intention at i i
. : y igg: present is that audit
will not concern itself with checking the correctness of the demand on the
bas_ls of the return submitted by assessees: its scope will be restricted
mainly to seeing that the demand is enforced and tracing the collections:
into the accounta.
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Mr. 8. Satyamurti: May I take it, therefore, that so fer gs.: the ,meking
of the demands is. concerned, this audit will-have nothing to do with.it and
#bat the income-tax officers would be entirely responsible?

The_Honoprable 8ir James @rigg: Subject to inupection and test-checks
by inspecting officers, who are members of the income-tax staff themselves.

.Mr. 8. S8atyamurti: May I know if outside audit will work in co-apera-
‘tion with the inside of the Department, in so far as demands are coneerned
-also? :

‘The -‘Honourable Sir James Grigg: 1 think—I would not iike to answer
-eategorically off-hand—but T think so, Sir.

Avprr or CustoMs REREOEIPTS.

1829. *Mr. 8. Satyamurti: Will the Honourable the Finance Member
‘please state :

(a) the arrangement now in force for the audit of customs receipts ;
(b) the results of their working; and

(c) wheth_er it is propesed to expand the scope of this audit; if so, in
which directions ?

‘The Honourable Sir James Grigg: (a) The present arrangement provides
dor & decentralised concurrent financial test-audit at all the ports under the
-supervision of the maritime Accountants General. For further details, I
would refer the Honourable Member to the Memorandum by the Auditor
‘General in India printed as Appendix IX to the Report of the Public
Accounts Committee on the Accounts for the year 1980-81, a copy of which
is available in the Library.

(b) Government consider that the system is working satisfactorily and

1hattit. represents a considerable improvement on the previous arrange-
-ments.

(c) The question is being examined by Government in connection with a
-gomzwhat similar recommendation wmade by the Public Accounts Com-
mittee on the Accounts of 1936-37.

M, -8, -8atyamurti: With reference to the answer to clause (b) of the
question, may I know if Government have tried to assess the results of
-working and can they give any indication to this House of the resultant
gavings to the Department?

The Honourable - 8ir. James: Grigg: I think certain figures have been
.-given in some of the Public Accounts Committee’s reports and they show a
comparatively small figure of direct alteration made. T think the effect
of audit must be not so much in the direction of the mistakes it finds out
@8 in that of prevemting their happening.

AcTioR oN THE RESOLUTION RF IMPLEMENTING THE RECOMMENDATIONS OF
THE INDIAN SANDHURST COMMITTER.
1830. *Mr. S. Satyammetl: Will the Defence Becretary. please state:
(). when. the committee recommended by this Assembly to examine
- the expangion of the Indian Sendhurst at Dehra Dun, will be
constituted ;
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b) -whetber, -in :setting up :that ¢ommittee, {Government prapese to
raceept .the recommendation of this House for.a majority ef
elected members on that committee ;. and

(¢) whether in appointing these elected members of the House, the
leaders of parties will be consulted ?

‘Mr. 0.°M. @. Ogllvie: (a), (b) and (¢). I refer the Honourable
‘Member to the reply I gave on the 15th instant to starred question
No. 1244, aslied by Sardar Mangal Singh on the same subject, and to the
supplementary questions arising therefrom.

Mr. 8. Satyamurti: May I know if Government have any intention of
«concluding their consideration of this question before the end of this Session
and of consulting the Leaders of parties while they are:here, instead of
waiting to correspond with them later on?

Mr. 0. M. G. Ogllvie : Government hope to reach a conclusion before the
-end of this ‘Bession—yes.

PoSITION REGARDING DISTURBANCES AND RioTs IN DELHI.

1881, *Mr, S, Satyamurti: Will the Honourable t®® Home Member
please state:

(a) the latest position in Delhi with regard to the disturbances and
riots ;

(b) whether attempts are' being made by officers to compose those
differences; if so, what those steps are; and

(c) whether Government are taking all steps in their power, in con-
sultation with relevant public opinion, to produce a permanent
peaceful settlement among all the communities concerned ?

-The Honourable Mr, .R. M. Maxwell: (a) to (c). I would refer the
Honourable Member to the answer given bv me on the 1st December, 1938,
to parts (b) and (¢) of Mr. T. 8. Avinashilingam Chettiar's question
No..1669. ' )

‘Mr.’S. Satyamurtl: With reference to clauses (b) and (¢) of my. question,
~apart from the parties fighting out their rights in civil courts, will Govern-
'ment, as the supreme authoritv responsible for the maintenance of law
and order in this province, take all steps in their power ‘in consultation

with the leaders of the two communities to bring ahout a peaceful and
honourable settlement among all the .parties concerned ?

The ‘:Eonom:abla Mr. R.. M. Maxwell: Government could, no doubt, find
a solution satisfactory to one of the communities, but the difficulty is in
finding one suitable for all the communities.

Mr. 8. Satyamurti: After all, Government must h v ith j
<reason; and are they taking any steps to appeal to -theab;g:t?uégn:;?zl;
- all the communities concerned and use their undeubted . prestige aad

influence tt_).brmg about an honourable understanding, beesuse ‘whatever
understanding may be arrived at as a result of litigation is not likelv to be
a8 permanent a8s an.agreement to which all the commumitiss are.parbies ?
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The Honourable Mr. R. M. Maxwell: When a dispute exists and is
before the civil court, the ordinary procedure is to await the decision of the

civil court and then to enforce whatever decision the civil court may come
to.

Mr. 8. Satyamurti: Have Government come to the conclusion, there-
fore, that there is no room for peace, good-will and honourable under-
standing in this matter, and they must only enforce the civil rights when

_the case has been decided by the civil court?

The Honourable Mr. R. M. Maxwell: So far as I am able to-understand,

there is no possibility of solving this question except by recourse to the
civil court.

Mr. Abdul Qatyum: May I ask whether Government have taken any
steps to round up all those agitators who are inflaming communal feelings ?

The Honoursble Mr, R. M. Maxwell: I must ask for notice of that
question. I am not aware whether any particular agitators have been
rounded up.

Mr. N. V. Gadgil: Is it the Government’s policv not to interfere with
the court’s decision in any case and under any circumstances?

The Honourable Mr. R. M. Maxwell: It is a very general question not
arising out of this particular answer.

RevisioN or THE NEw PENSION RULEs.

1882. *Mr. Badri Dutt Pande: With reference to notification No. F.
G(55) R.-11-38, dated the 1st October, 1938, will the Honourable the Finance
Member be pleased to state if the new Pension Rules have been revised?
If so, will a copy of the rules be laid on the table?

The Honourable Sir James Grigg: The question is still under considera-
tioni. .

MoveMENT oF TROOPS, ETO., IN INDIA DURING CRISIS IN CZECHOSLOVAKIA.

1838, *Mr. Abdul Qaiyum: Will the Defence Becretary please state:

(a) whether any movement of troops and materials took place in
India during the Czechoslovakian crisis, i.e., before the
Munich settlement;

(b) the nature of such movements;

(¢) whether any ships were chartered by the Government of India
for the transport of troops; and

(d) if so, what was the total cost of such movements ?

Mr. 0. M. G. Ogilvie: (a), (b), (c) and (d). It is not in the publi
interest to reply to this question. .

Mr. Abdul Qaiyum: With reference to part (d) of the question, may I
know whether the disclosure of information about the financial effect of
- such movements is also not econsidered to be in the public interest?

Mr. 0. M. @. Ogilvie: The Honourable Member’s assumption is correct.
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Mr. Abdul Qaiyum: May I know the reasons why Government will not
disclose the amount of extra expenditure which they incurred in connection
with these movements?’

Mr, C. M. @. Ogilvie: Because it would not be in the public interest tc
do so.

Mr. Abdul Qaiyum: May I know whether any movements did take
place?

Mr, . M. @, Ogilvie: 1 cannot add to the answer I have already given.

RECRUITMENT OF DEPRESSED CLassEs IN THE INDIAN Crvin SERVICE.

1834. *Mr. Mohan Lal Saksena: (a) Will the Honourable the Home
Member be pleased to state whether candidates to the Indian Civil Ser-
vice are recruited on u communal busis? If so, are Harijans (depressed
classes) also given any special consideration?

(b) How many Harijuns, if sny, have been recruited since the prinei-
ple of communal representation was iantroduced in the Indian Civil Ser-
vice? If none, what is the reason?

(e) Is it a fact that the Public Service Commission wrote to one of
the applicants in August last that the Governor General in Council had
asked the Federal Public Service Commission to recommend only candi-
dates belonging to Muslim and other minority communities and so it
could not recommend the candidates belonging to the depressed classes
for nomination?

(d) 1f so, will Government state the reasons therefor, and do they pro-
pose to consider the feasibility of making special provisions for the recruit-
ment of depressed classes in the same manner as other minorities?

The Honourable Mr. R. M. Maxwell: (a) A certain number of vacancies
are reserved every yeur for the nomination of candidates belonging to
ecommunities which do not get proper representation in open competition.

(b) None. No candidate has succeeded in the examination nor has any
one been found suitable for nomination.

(c) The candidate was informed that as the Commission had been asked
by the Governor General in Council to recommend for nomination to the
Indian Civil Service Tnembers of the Muslim community only, they were
precluded from making any recommendation in favour of candidates belong-
ing to other communities.

(d) Vacuncies were reserved only for Muslim candidates on that
occasion as a sufficient proportion of candidates belonging to minority
communities had been successful in the competition. The feasibility of

obtaining qualified candidates from the depressed classes will be further
_examined. '

Mr. Mohan Lal Saksena: Am I to understand that the depressed clusses
are also included in- the minority communities?

The Honourable Mr. R. M. Maxwall: Depressed classes are not included
smeng the minority communities for purposes of the Resolution of July,
1934.

©
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Maulana Zafar Ali Khan: May I ask whether depressed classes or Achuts

or Harijans, as they are generally called, are a part and parcel of the
Hindu community ?

The Honourable Mr. R. M. Maxwell: That is a matter of opinion.

Prof. N. @. Ranga: Are we to understand that the Government of India
do not give any special preference to the candidates belonging to the

Harijan community when theyv uppear for these examinations or for these
nominations?

~

The Homourable Mr. R. M. Maxwell: Naturally, when they appear for
the examination, thev take their ordinary place in the open axamination.

Prof. N. G. Ranga: And what about their nomination?

The Honourable Mr. R, M. Maxwell: T have ulready said that it has not
been possible to find out qualified candidates so far from the depressed

classes for nomination, and the possibility of doing so will bhe further
examined.

PERSONS DETAINED WITHOUT TRIAL 1IN THE CENTRALLY ADMINISTERED
AREAS.

1835. *Mr. Mohan Lal Saksena: (u) Will the Honourable the Home

Member be pleased to state how many perscns are being detained without
trial in the centrally administered areas?

(b) What are their respective names, and since when have they been
under detention? ’

(e) Ts it a fact that Government have offered to release them on their
complying with certain conditions? If so, what are those conditions?

The Honourable Mr. R. M, Maxwell: (a) to (c). There are three persons
who are detained under the provisions of Bengal llegulation LIl of 1818
in centrally administered areas. Thev are all confined in the District Jail
at Delhi. Government were recently prepared to release all of them
subject to certain undertakings which they were asked to give. [ lay a
statement on the table giving their names, the dates from which they have
been detained and the undertakings respectivelv required of them.

Statement.
Name Date from which detained.
1. Bhawani Bahai. 25th April, 1932:
2. Vishwanath Rao Gangadhar Vai- 16th August, 1933.

shampayan.

3. Jwala Parshad Sharma, alias 23rd September, 1835.
Bhagwan Das.
The Government of India recently decided to release them on condition that
each of them gave an undertaking in writing to the following effect :

(a) that he will not directly or indirectly associate himself with any violent
method in politics or with any organization which has violence as its
object, and .

(b) in the case of Bhawani Bahai—that he will not enter the Punjab or Delhi
Province; in the case of Vaishampayan—that he will not enter the
Punjab, Bombay Presidency or the Delhi Province; in the case of Jwala
Parshad—that he awill not enter the Delhi Province; except in each case

with the permission of the Provincial Government or of the Chief Com-
missioner concerned.
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Prof. N. G. Ranga: Are (Government aware of the fact that the Delhi
District Congress Committee as well as the Provincial Congress Committee
have protested vehemently against this invidious condition being imposed
by the Government of India as a condition precedent for the release of

these people?

The Honourable Mr. R. M, Maxwell: No. Sir, | have not received any
protest from the Delhi Congress Committee.

Prof. N. G. Ranga: Why is it that the Government of India think it
necessary to impose conditions when in various provinces not hundreds but
thousands of political prisomers have been released without any conditions

whatsoever?

The Honourable Mr. R. M, Maxwell: Where the responsibility rests on
the Government of Indin. thex are not bound to follow the precedent of

any province.

Mr. Mohan Lal Baksena: 1= it a fact that the undertaking to be given
by the political prisoners is that they will not associate directly or indirectly
with any revolutionary movement in India in future?

The Honourable Mr. R, M. Maxwell: Yes, that is one of the conditions,
but I do not know whether those nre the exacl words.

Mr. Mohan Lal Saksena: What are the conditions imposed ?

The Honourable Mr. R. M. Maxwel!: The\ are mentioned in the state-
ment which 1 have laid on the tuble. Thev vary in the cnse of different

prisoners.

Mr. Mohan Lal S8aksena: And the other condition is that they will not

enter into any other province?

Mr. President (The Honourable Sir Abdur Rahim): If the Honourable
Member knows all the conditions that are imposed, what is the use of
asking for information ?

Mr. Mohan Lal S8aksena: Were these conditions imposed at the instance
of the Government of India or at the instance of the Provinecial Govern-

ments ?
The Honourable Mr. R. M. Maxwell: ] am not able to give the contents

of any confidéential communications that passed between the Government
of India and the Provincial Governments.

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

Mr, Mohan Lal Saksena: Sir, this is an important question relating to
the liberties of the people and thev are the only political prisoners in India.

Mr. President (The Honourable Sir Abdur Rahim): All these questions
appear to be important. Next question. o
c2
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RE¥USAL TO ALLOW THE MOVING OF A RBSOLUTION IN THE CANTONMENT BOARD,
JHANSL

1836. *Mr. Mohan Lal Saksena: (a) Will the Defence Secretary .be
rleased to state whether it is a fact that the Vice-President of the Canton-
ment Board of Jhansi sent in a resolution for amendment of a certain
form for building applications?

(b) Is it & fact that the Executive Officer has informed the Vice-President
vide his letter No. 8201, dated the 20th October, 1988, that the proposed
amendment cannot be considered by the Board unless the Command has
given a ruling on the subject?

(¢) Is it a fact that neither the President nor the Executive Officer
can prevent any resoluticn from discussion in the Cantonment Board?

(d) Is it also a fact thut Command is not the suthority to be consulted
before the motions are considered by the Board, and that they cun only
veto or re-refer u resolution after it hus been considered by the Board?

(e) What steps do Government propose to take in the matter to put
an end to such interference by the authorities?

Mr. C. M. @. Ogilvie: (a) Yes.

(b) The proposed amendments were not submitted by the Viece-
President in accordance with the Regulations of the Board under section
44, Cantonments Act, and as they were received too late for inclusion in
the agenda for the meeting to be held in October, and it would be of
assistance to the Board in considering them to have the advice of the
Government pleader or the Generul Officer (‘ommanding-in-Chief, the’
Command, the Vice-President agreed that this should be obtained. Owing
to the absence of the Government pleader, the advice of the General Officer
Commanding-in-Chief was obtained and the proposals were to be considered
at the meeting of the Board on the 20th November.

(c), (d) and (e). Do not arise.

D1SscHARGE OF PERSONS FROM ACCOUNTS AND Avuprr OFFICES.

1837. *Mr, M. Thirumala Rao: (a) Will the Honourable the Finance
Member please state whether it is a fact that as a measure of retrench-
ment a lgrge number of young men in the lower cadre of the Accounts
and Audit Service are being discharged?

(b) Are there young men who served for two or three years also among
those ro digcharged?

(e) Are Government prepared to comsider the desirability of retiring
those who had already put in more than twenty-five years of service
instead of sending away younger men?

The Honourable 8ir James Grigg: (a) Yes; in the lower ranks of the
clerical service in Audit and Accounts offices. The men digcharged were
alli on the temporary establishment. '

(b) Yes.

(o). Men with move than twenty-five years service are unlikely to be
fou.nd an the temporary establishment;
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ExcLusioNn oF INDIANS FROM THE CHATFIELD COMMITTEE.
1838. *Mr M, Thirumala Rao: (1) Will the Defence Secretary please

state whether the Government of Indin wege consulted with regard to the
personnel and terms of reference of the Chatfield Committee? '

(b) If so, what are the reasons for their agreeing to the exclusion of
Indian altogether from the membership of the Committee ?

(¢) Is it a fact that one of the purposes of enquiry is to see how best
India could be strengthened as a base of defence of Britain's Imperial
interests in the Far East?

Mr. O. M. @. Ogilvie: (a) and (b). 1 refer the Honourable Member to
my replies to part (a) of starred question No. 1265 asked by Mr.
BSatyamurti on the 15th November and to part (c) of starred question
No. 1404 asked by Mr. Abdul ‘Qaiyum on the 28rd November, 1988.

(c) T refer the Honourable Member to the terms of reference of the
Committee.

Prol. N. G. Ranga: Are Government aware of the fact that Indian
public opinion is definitely opposed to any scheme as a result of which
India will be made one of the bases for the defence of British imperial

interests?
Mr. 0. M. G. Ogilvie: 1 cannot see how that arises out of this question.
Prof. N. G. Ranga: 1t arises out of part (c) of the question?

Mr. 0. M. G. Ogilvie: I have answered part (c) by referring the Hon-
ourable Member to the terms of reference of the Committee, which con-
tains nothing which is relevant to this question.

Mr. 8., Satyamurti: As the terms of reference are ambiguous, may 1
ask whether in leading evidence before this Committee, the Government
of India are leading evidence for the purpose, inter alia of strengthening
the defence forces of India for British imperial purposes in the Far East?

Mr. 0. M, G. Ogilvie: T have alreadv answered questions in this Ses-
sion stating that the proceedings before this Committee are confidential.

Mr. 8. Satyamurti: About the evidenge led by the Government of
Indfa. may T know whether they do so on the basis of strengthening the
Indian defence forces with a view to protect British imperial interests?

. Mr. 0. M. @. Ogilvie: The evidence led Ly the Government of India
is part of the proceedings and is confidential.

STATEMENT OF A JAPANESE STATESMAN re EXTENSION OF JAPAN'S WESTERN
BORDERS.

1839, *Mr. M. Thirumala Rao: (a) Will the Defence Secretary please
state whether Government have seen the press report of the statement of
& prominent Japanese slatesman that Japan's western borders will be
extended up to Tibet?
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(b) Do Government propose to inform the Chatfield Committee that
apart from lmperial interests the very existence of India as a nation

should form the concern of Indians first?
[ ]

Mr. 0. M. G. Ogilvie: (a) and (b). No.

ASSESSMENT TO INCOME-TAX OF RENTS FROM FISHERIES.

1840. *Mr, Brojendra Narayan Chaudhury: Will the Honourable th
Finance Member please state:

(a) whether rents from fisheries are assessed to Central income-tax;
if so, under what head of income;

(b) whether any allowance is made for land revenue and local rates
paid by the landlord for the fisheries; if so, under what pro-
visions of the law;

(¢) whether allowance of land revenue and local rates is given as

expenditure necessary to earn the income, e.g., rents from
fisheries ;

(d) the maximum allowance that can be made for collection expensaé
of fishery rents; and

(e) whether he is aware that collection of fishery rents is very
expensive aud that the collection charges often exceed ten
per cent. of the annual value?

The Honourable 8ir James Grigg: (a) to (e). The information is being
collected and will be laid on the table of the House.

Mr. Brojendra Narayan Ohaudhury: May I enquire if any information
is required to be collected to say under what section of the Act fisheries
are assessed to central income-tax. You have simply to say whether it
is collected under sections 10, or 9 or 12. For this no collection of infor-
mation is required ?

The Honourable Sir James Grigg: I am very sorry I did not hear what
the Honourable Member said, but in any case if I heard him refer to
certain sections of the Act. I shall have to ask for notice.

EVACUATION OF CERTAIN VILLAGES IN AGRA DisTRICT FOR MILITARY
MANGUVRES. '

1841. *Pandit Sri Krishna Dutta Paliwal: Will the Defence Secretary
be pleased to state:

(a) whether it is a fact that the residents of Malupura, Sarai
Dairupa, Ujarai snd other villages in pargane Etmadpur
Police Station Khandauli Agra district, were made to
evacuate their villages on 6th and 7th May and 25th and
26th October, 1988, in connection with the firing practice by
the military;
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(b) whether the provisions of the Manoeuvres, Field Firing and
Artillery Practice Act (No. V of 1938) were complied with;
if not, why not; and

() the law or laws under which the villagers were asked to evacuate
their villages?

Mr. . M. @. Ogilvie: With your permission, Sir, I will reply to ques-
tions Nos. 1841 and 1842 together,

I refer the Honourable Member to the reply I gave on the 15th Novem-
ber, 1938, to Mr. T. 8. Avinashilingam Chettiar's starred question No.
1278, on the same subject. The information has not yet been received.

Mr. Sri Prakasa: Muy I know if Government have prepared model
rules as required by this Act about military manceuvres and whether they
have communicated them to the provinces and asked them to frame their
rules along those lines?

Mr. C. M. G. Ogilvie: I want notice. I think that was done long
ago.

Maulana Zafar Ali Xhan: May I ask whether in the event of the vil-
lages being evacuated for manceuvres, any loss sustained by the villagers
is compensated for by Government?

Mr. C. M, G. Ogllvie: Certainlv yes.

Mr. 8ri Prak'au: Will the Honourable Member communicate to the
United Provinces Government the contents of this question and the

answers given here, and then lay the information, when received, on the
table of the House?

Mr. 0. M. @. Ogilvie: Certainly.

EVACUATION OF CERTAIN VILLAGES IN AGRA DisTRicT FOR MILITARY
MAN®UVRES. '

11842. *Pandit Sri Krishna Dutta Paliwal: Will the Defence Secretary
please state:

(a) if the residents of the viliages referred to in the preceding ques-
tion were awarded any compensation for the damages suffered
and expenses incurred by them;

(b) the amount of compensation awarded on each occasion;

(¢) the method by which that amount was arrived at and determined;

(d) if Government intend to award compensation to the people
according to the provisions of section 6 of the Manceuvres,
Field Firing and Artillery Practice Act; and

(e) if it is a fact that no notification was issued under section 9 of
the Manoeuvres, Field Firing and Artillery Practice Act (No.
V of 1988)? TIf so, why not?

4For answer to this question, ace answer to question No. 1841
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PRECAUTIONS TAKEN TO DEFEND THE NORTH-EssT FRONTIRES OF INDIA.

1843. *Mr. K. 8. Gupta: (a) Is the Defence Secretary aware that the
Japanese are occupying portion after portion of southern and eastern China?

(b) Does it affect the safety of the Indian frontiers of the East? If so,
;-hdrit. are the precautions taken to defend the Indian frontiers of North-East
ndia?
" (¢) Does he see the necessity and desirability of keeping the harbour of
Vizagapatam well equipped’ with the necessary armaments t(o be a feeder
to the Singapore base in times of emergency?

Mr. C. M. @. Ogllvie: (a) Yes.

(b) No. .

() T refer the Honourable Member to the reply 1 gave on the 28rd
November, 1938, to Seth Govind Das’ starred question No. 1411,

Maulana Zafar Ali Khan: May I know whether, in respect of the
foreign policy which the Prime Minister of England is going to pursue,
it will be one of appeasement with regard to Japan? -

Mr. C. M. @. Ogilvie: The foreign policy of Euglund is not the con-
cern of the Governor General in Council,

OPENING OF FACTORIES TO PREPARE AEROPLANES AND MaOHINES-GUNS, ETO.

1844. *Mr. K. B. Gupta: In view of the present state of ferment in
Central Europe and in view of the menace of Japan in the East, will the
Defence Secretary state whether there are any attempts on the part of the
‘Government of India to open factories to prepare sroplanes, machine-guns,
shells and bombs, which are absolutely necessary to fight an enemy in case
of aggression? If so, what are the schemes and when are thev to come
into operation?

Mr. 0. M. G. Ogilvie: It is not in the public interest to answer this
question.

Mr. Manu Subedar: May I enquire whether the Honourable Member
can give an assurance to this House that all the available resources and
the technical skill of this country are being pressed more and more in the
service of manufacturing the requirements for the Defence Department?

Mr. O. M. G. Ogilvie: T cun refer the Honouruble Member to a great

number of questions which I have answered on that subject, most of them
put by the Honourable Member himself.

Sawcrion oF A UNIvERSITY TRAINING COBPS FOR THE ANNAMALAI UNIVERSITY

1845. *Mr. 0. N. Muthuranga Mudaliar: Will the Defence Secretary be
pleased to state:

(a) whether the authorities of the Annamalai Upiversity applied to
the Government of India ns early as February 1988 to sanction
a University Training Corps;
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(b) what action the Government of India have taken, or propose to
take, on the same;

(c) whether it is not a fact that this is the second time the University
made this application, the first having been turned down; and

(d) whether this application is proposed to be favourably considered ?

Mr. 0. M. @. Ogilvie: (a) and (¢). Yes.
(b) and (d). The question is still under consideration.

Mr. 0. N. Muthuranga Mudaliar: For how long will this question be
under consideration?

Mr. 0. M. G. Ogilvie: I can only say that the matter has been and is
being considered sympathetically, but that the answer depends upon the
provision of funds,

Mr. 0. N. Muthsranga Mudaliar: Is the Honourable Membler aware
that in answer to a similar question in the last Delhi Session, the Honour-
able the Finance Member said that there was vet an unspent balance in
the amount allotted for this purpose?

Mr. 0. M. @, Ogilvie: No, Sir, there is no unspent balance.
Mr. Abdul Qaiyum: When did this sympathetic consideration begin?
Mr. 0. M. @, Ogilvie: T think in Fubruary 1929,

Prof, N. @. Ranga: Is it not a fact that the svmpathetic consideration
has been going on not only with regard to this University but also with
regard to several other Universities—for instance the Andhra University—
long before the Honourable Member had taken his seat in this House?

Mr. 0. M. G. Ogilvie: Yes.

' m S. Satyamurti: What are the difficulties in the way of Government
granting thesc requests, whether it is the financial condition only, or
whether Government do not want to encourage the University Training

Corps?

Mr. 0. M. G. Ogilvie: Certainly not, the whole difficulty is the diffi-
culty in finding funds for the purpose.

.

DATE-SHEET FOR THE INDIAN CIVIL SERVICE EXAMINATION.

1846. *Mr. Lalchand Navalrai: (a) Will the Honourable the Home Mem-
ber be plfaasgd to state whether the nttention of Government has been drawn
to an .P.dlt‘-orlﬂl note in the Tribune of the 27th October, 1988, explaining
the grievance of the candidates with regard to the unfairness and inequity
itt_l tl;e date-sheet fixed for the Indian Civil Service Competitive Examina-

ion

. (b) Are Government aware that the Federal Public Service Commission
in arranging the date-sheet for the Indian Civil Service Examinations have
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set down the taking of certain subjects on some days consecutively and the
taking of other subjects after an interval of more than a week, which gives
time for preparation during the course of the examination, to those candi-
dates only who have taken the latter subjeots?

(¢) Is the Honourable Member prepared Lo see that the candidates taking
different subjects are not given facilitiee for preparation to get advantage
over the candidates taking certain other subjects?

The Honourable Mr., B. M. Maxwell: (1) and (b). Yes.

(c¢) It is not possible to arrange for equal intervals of time between all
pairs of papers. I can assure the Honourable Member that the Federal
Public Service Commission frame the time table with great care and due
regard to the convenience of the candidates as a whole. I must add that
1 am not prepared to admit that lack of facilities for preparation during
the examination constitutes a legitimate grievance.

Mr. Lalchand Navalral: Mav I know what are the reasons for drawing
up the time table in such a manner us to. give more time to some students
to prepare and to others less time?

The Honourable Mr. R. M. Maxwell: The Public Service (‘ommission
have to arrange the time table programme with two objects in view;
firstly, to get out their results as soon as possible: that means that the
most popular subjects have to be taken earlv in the examination; and
secondly, to muke it possible for any candidate to offer any group of subjects
and for that reason thev have to make such combinations of subjects as
will provide for the selection of all candidates. With something like 400
or 500 candidates and with something like 80 question papers, it is not
sag to arrange the time table so that it suite everv individual candi-

ave.

Mr. Lalchand Navalrai: Is it not' the duty of the Public Service Com-

miksion also to urrange it in such a way that every one is shown fairness
and equity?

'l:ho Eopmuhle Mr. R. M. Maxwell: T do not admit that there is any
unfairness in the arrangement of the programme.

Mr. 8. Satyamurti: With reference to part (). may T know whether
the Government have come to the conclusion that lack of facilities for
preparation during examination is not a legitimate grievance? May I
know avhether they are aware of the conditions under which students in
this country work and whether they have considered or will consider the
question of either giving the same time to all the students during the
examination to prepare for later examinations, or mnot give any time to
any one and keep that as an important consideration in their minds—I
speak from my own knowledge although T am a very old student, but we
do prepare during examinations verv very hard?

The Honourable Mr. R. M. Maxwell: These students are supposed to
have been preparing from four to six vears for this examination and it
cannot make very much difference to their chances of getting through ‘to
have a day or two for preparation in the middle. I think that the ques-
tion rclates mainly to History papers. I find that only eight. History
papers were set in 12 days and I think if a student cannot take eight
papers in 12 days he must be a very poor specimen.

S
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RECRUITMENTS IN THE NORTHERN INDIA SALT REVENUE DEPARTMENT.

1847. *Maulvi Muhammad Abdul Ghani Will the Honourable the
Finance Member please state:

(8) the rule for the direct recruitinent of services in the North India
Salt Revenue Department till 31st December, 1987, and what
the representations of each community therein were;

(b) since how long the said rule was in force;

(¢) whether the Province of Bengal has been included in the Depart-
ment; if so, when;

(d) whether recruitment in the Department has recently been made
in the eadre of Superintendent, Deputy Superintendent, Ins-
pectors, Clerks and Supervisors; if so, the number recruited
in every cadre with grades, and the number of Muslims re-
cruited in every cadre;

(e) the qualifications of the Superintendent, Deputy Superintendent
and Inspectors recently recruited directly;

(f) the number of graduate clerks serving in the Department; and

(g) whether the posts recently filled by direct recruitment include
graduate clerks? :

The Honourable Sir James Grigg: (a), (b) and (d). I would refer the
Honourable Member to notifications Nos. 12-8alt and 25-Salt and publish-
ed in the Government of India Gazettes of 80th March and 6th July,
1985, respectively, copies of which are in the Library of the House. These
rules prescribe direct recruitment to the Superintendent’s cadre only;
they are still in force. I lay on the table a statement showing the com-
munal representation among Superintendents on the 81st December, 1887,
and among the Superintendents, Deputy Superint.endents Inspectors,
clerks and supervisors recently recruited.

(¢) Yes; from the 1st April, 1988, when Central excise work was taken
over by the Department.

(e) They are graduates or holders of the Senior Cambridge Certificate..
(f) Sixteen.

(g) Yes.

'
Communal representation among Superintendents on 31st December, 1937,

Hindus. Muslims. Sikh. Anglo-Indians.
9 5 1 5

Oommunal representation among Superintendents, Deputy Superintendents, Inspectors,
Clerks and Supervisors recently recrusted,

Hindus, Muslims., Other

minorities.
Buperintendents . . 5 1 1
Inspectors . . 44 26 7
Upper Scale clerks . . 4 2 1
Lower Scale clerks . . 17 10 3
Bupervisors . . . 25 15 4

Total . 95 54 16




-3018 LRAISLATIVE ABBEMBLY, [6rr DEc. 1988.

Maulvi Muhammad Abdul Ghani: May I know whether there is any
change in the communal composition of the services after January, 1938?

The :Honourable Sir James Grigg: I think the Hpnourable Member had
better study the statement which I have laid on the table.

REDUCTION IN THE RATE oF INTEREST IN THE POsT OFFICE SAVINGS BANK.

1848. *Pandit Krishna Kant Malaviya: Will the Honourable the Finance
Member please state : N

(a) whether the Post Office Savings Bank is primarily meant to
teach the poorer classes to be thrifty; '

(b) whether most of the money deposited is from these poor and
the middic classes;

(c) whether the post office is a public utility concern;

(d) whether he is aware that reduction in the rate of interest in
the Savings Bank from three per cent. to 1} per cent. per
annum 1s n great blow to these people:

(e) whether he is aware that these people have no other sources
of investment;

(f) whether these people ure alrendy crushed by the indiscriminate
changes in postal charges: and

(g) whether he is prepared to raise the rate of interest once again?

The Honourable Sir James QGrigg: The question should have been
addresged to the Honourable the Communications Member.

APPOINTMENTS OF COMMISSIONERS OF INCOME-TAX.

1849. *Maulvi Abdul Wajid: (a) Will the Honourable the Finance
Member be pleased to state whether it is a fact that up till recently the
practice in the Income-tax Department for the appointment of the Com-
missioners was that they were drawn from the grade of Assistant
‘Commissioners ?

(b) If the answer to part (a) be in the negative, what was the number
of Commissioners appointed directly and taken from the grade of Assistant
Commissioners of Income-tax during the last ten years?

(c) Has there been any change in the policy of Government recently,
and the new Commissioners of Income-tax are to be drawn from the
cadre of Indian Civil Bervice?

(d) Have there been any new appointments of Commissioners during
the last eight months? If so, how many of them were taken from amongst
the Assistant Commissioners, and how many from the Indian Civil Service
cadre? .

(e) In the case of appointment made from the Indian Civil Service cadre,
what was the period of training undergone by such officers before their
appointment?

(f) If the answer to part (e) be in the affirmative, what is the reason
for this change of policy?
The Honourable 8ir James Grigg: (a) [ would refer the Honourable

12 Noox. Member to the reply given to part (h) of Seth Govind Das’
starred question No, 770 on 17th March, 1938.
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(b) The question is not clear. Appointments of Commissioners during
the last decade were as follows:

four I. C. 8. Officers were appointed direct;
four were promoted from the I. C. 8. Assistant Commissioners, and

gix from the departmental Assistant Commissioners.

{c) and (f). I must ask the Honourable Member to await the publi-
cation of the Resolution on the special pool of officers for the Finance and
Commerce Departments.

(d) Two. Both were filled by I.C.8. Officers.

(e) The periods of training were in both cases short but this was due
to the fact that no entirely suitable candidates were available from the
existing income-tax service.

Mr. 8. Satyamurti: With reference to cluuses (cj und (f) where my
Honourable friend referred the House to some Resolution to be issued
kereafter, may I ask for an answer now to this question whether there

has been any change in the policy, and, if so., what the reasons are for
shat change of policy?

The Honourable 8ir James QGrigg: This particular question is absorbed
in the much larger question of recruitment and training of a special pool
of officers for posts in the Finance and Commerce Departments; and the
extent of that change of policy and the scope of it will be shown by that

Resolution. Honournble Members have been given some general indica-
tion of it already.

Mr. S. Satyamurti: 1f the Resolution intends to train members of the
[.C.S. Jor employment in these departments, may T know how members
of the 1.C.S. are posted to these appointments, without any previous
training whatever, in supersession of offiecrs in the department itself?

The Honourable 8ir James Grigg: The onlv answer that I could give
to the Honourable Member is that I myself while in England was appoint-

ed to the Chairmanship of the Board of Inland Revenue without ever
having been in the department.

Mr. 8. Satyamurti: T know my Honourable friend is an exception, but
1 want to know why the Government of India have made up their minds
to fill up a number of these income-tax appointments, specially Commis-
sloners, with members of the I.C.S. withous any previous experienee.
Does it mean that the prize appointments for the I.C.S. ought to be

increased in view of losses on other sides of Government service?
. X

The Honourable Sir James @rigg: No, Sir; but it so .happens that
there is at the present moment a shortage of fully qualified perrons in the
department and as the obverse side of the medal which the Honourable
Member has described, the members of the Income-tax service will in
fudure be eligible for the pool and be given posts outside their own service.
But there must be a certajn amount of give and take.
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(b) WRITTEN ANSWERS.

AssgsSMENT or INCOME-TAX FROM HOLDERS oF PosTAL CaSH CERTIFIOATES
AND DEPOSITORS IN PoSTAL SAVINGS BANK.

1850. *Mr. Brojendra Narayan Ohaudhury: Will the Honourable the
finance Member please state:

(a) whether it is intended to discontinue the exemptions in articles
(10) and (11) of paragraph 17 of the Income-tax Manual;
. (b) whether Government are aware that most holders of postal cash

certificates and most depositors in postal sayings bank are
below the level of assessable income;

(c) whether Government are prepared to consider the.question of
not taxing the yields on the above at the source but arranging
for getting information as to who amongst the holders have
assegsable income and for taxing those at the time of assess-
ment of their total income;

(d) whether the difficulties of getting refunds by the holders of
Government paper with no assessable income have been
brought to the notice of Government through the Central
Legislature for the last thirtv vears; whether anv remedy has
been suggested against ignorance of the rustic about procedure
and smallness of amounts which do not epver the cost of the
lengthy correspondence required; and

(e) whether the Honourable Member can givé his rough estimate of
‘probably due refunds’ from income-tax collected at sourca
on Government paper biit not claimed and recovered?

The Honourable Sir James Grigg: (11 No.
(b) to (e). Do not arise,

“ WINE oR BAND FUND ”’ MENTIONED IN THE INCOME-TAX MANUAL.

1851, *Mr. Brojendra Narayan Chaudhury: Will the Honourabla the
Finance Member please state what is the ‘Wine or band fund' mentioned
in article (8) of paragraph 17 of the Income-tax Manual (list of exemp-
tions from tax) and what is its purpose?

Mr. 0. M. G. Ogilvie: A Band Fund is maintained by British Service
and Indian Army units whose establishments include a band. Tts pur-
pose is to defray the incidental costs of maintenance of a band. 1 am
meaking enquiries regarding the wine fund and will give the Honourable
Member the information he requires in due course.

HowLpiNg UP oF VERIOULAR TRAFFIC oN THE RIvER Bank Roap 1N Derel
ProvincE.

1852. *Mr. Brojendrs Narayan Ohaudhury: ‘Will the Honeurable the
Home Member please state:

(s) whether his attention has particularly been drawn to the com-
plaint by Mr. R. Ratan Gupta in the Hindustan Times,
dated the 24th November, 1938, regarding holding up of all
vehicular traffic on the River Bank Road (Delhi Province) by
the police on the occasion of the hunting expedition of His
Excellency the Viceroy on Sunday, the 30th October last: and.
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{b) whether the complaint is substantially correct, and whether he
proposes to consider if the convenience of His Excellenc,
and public convenience cannot be better accommodated,
leaving no room for public complaint?

The Honourable Mr., R. M, Maxwell: The information has been called
for from the Chief Commissioner, Delhi, and will be laid on the table of
the House in due course.

.

CRITERION FOR SELECTION OF PERSONNEL FOR P0STS ABOLISHED IN THE OFFICR
oF THE DEPUTY ACCOUNTANT GENERAL, PosTs AND TELEGRAPHS,
MADRAS, ’

1858. *Mr. M. Ananthasayanam Ayyangar: Will the Honourable the
Finance Member be pleased to state: .

(a) whether it is a fact that in selecting posts for abolition in the
office of the Deputy Accountant General, Posts and Tele-
raphs, Madras, consequent on the separation of Burma from

fndia, a new principle, viz., the requirements of the new
oftice te be formed at Rangoon, was made the chief criterion?

(b) whether it is n fact that owing to such a departure, Govern-
ment have to pay u larger amount of compensation pension
to certain officials at Madras than what they would have to
pay if the rules that the selection of posts for abolition should
be so made that there will be the least cost for compensa-
tion pension to Government, and if so. what is the reason
for such a departure;

{c) whether it is a fact that while statutory provision hag been made
in the Government of India Act for the compulsory transfer
to Burma of persons specifically recruited for service therefor,
aome persons who were informed at the time of their appoint-
ments at Madrag that they were liable for service in Burma
have been retained at the Madras office in preference to
others who were not so recruited, and if so, whether Gov-
ernment are prepared to transfer such men now to Burma and
repatriate an equal number of persons who were made to take
up appointments in Rangoon, or reappoint those who have
been granted compensation pension; '

(d) whether it is a fact that while the services of all gazetted
officers and some non-gazetted officers belonging to the Posts
and Telegraphs Department have been lent to the Burma
Government for a period of three to five years on foreign
service conditions and ‘eave up to 28 months granted to
officers of the Posts and Telegraphs Department who chose
to retire prematurely, the former concession was not at all
extended to the staff of the Postal Audit Office and the latter
conceesion was restricted to 12 months, and if so, whether
the differentiation is now proposed to be rectified by the

issue of fresh orders; and .
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(e) whether it is a fact that although a number of vacaneies arose
subsequently in the Postal Audit Office, Madras, none cf the
officials retired on compensation pension has been taken back,
in spite of repeated requests by the officials concerned, and
if so. what is the reason for such a refusal?

The Honourable Sir James Grigg: The information is being obtained
and will be laid on the table of the House in due course.

L
INTERPELLATION IN THE HouUsE oFr CoMMoNs re ConNTrROL oF PoLioY oF
CoNGRESS GOVERNMENTS BY THE WORKING COMMITTEE.

1854. *Mr. K. 8. Gupta: Has the attention of the Honourable the
Home Member been drawn to the recent interpellation in the House of
Commons, in which it was suggested that the control of policy of Cangress
Governments by the Working Committee is a Government parallel to the
Government of India?

The Honourable Mr. R. M. Maxwell: I have seen the interpellation to
which the Honourable Member prohably refers, but it does not contain a
suggestion in the terms of the Honourable Member’s question.

CENSORSHIP OF CORRESPONDENCE OF AGENCIES AND NEWSPAPERS Or BRITISE
INpia I THE UniTEp KINGDOM.

1855. *Mr. K. 8. @Gupta: Will the Honourable the Home Member
please state whether it is a fact that the correspondence of reputable
agencieg and newspapers of British India is not allowed uncensored into
the United Kingdom? If so, why?

The Honourable Mr. R, M. Maxwell: 1 am not aware of any such
censorship.

DACOITIES COMMITTED IN OERTAIN VILLAGES oF DAapU DisTRIOT IN SIND.

1850A. *Mr. Lalchand Navalrai: (a) Will the Honourable the Home
Member be pleased to make a full statement on the recent dacoities
committed in the village of Kathia in Dadu district in Sind and at
Rohal-Ji-Kund on the evening of the 10th and the morning of the 11th
November, 1988, showing the loss of life and property, respectively, and
state how dacoits passed through the ghats of the hill connecting the
Kalat territory with Sind? '

(b) Was there any permanent or temporary police guard posted on
these borders by the Baluchistan, Kalat or S8ind Government? If so,
when and for how long? If not. what is the arrangement for safety and
security on these borders? i

(c) Is it a fact that since the pust few vears daeoities and murders
have occurred on the horder sides in Sind and evem in the interior by
persons residing in the hills and the Kalat territory? 1f so, have the

dacoits in any of these atrocities been secured and brought to book? If
not, v:hy not? '
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. {d) Will the Honourable Member be pleused to refer to my derni-
official letter to the Secretary to the Government of India, Home Depart-
ment, on the subject of dacoities in Sind, dated the 10th November, 1982,
snd the correspondence which ensured in consequence between the Gov-
ernment of India and the Government of Sind and Baluchistan, and
state what steps were taken to eradicate the recurring evil of dacoities in
Sind by the Brohis and other Baluchistan tribes?

(e) Is it a fact that the Baluchistan authorities then agreed to work
in co-operation with the Kalat State authorities and Sind Government,
to watch and ward off these nefarious happenings? If so, what steps
were taken, and did they continue till the recent dacoities referred to
in part (8) occurred, in which an officer, Mr. Majumdar, and some Hindus
and Muhammadans were killed and some injured?

(f) What steps do Government propose to take now to stop a recur-

rence of such heinous offences?

The Honourable Mr, R. M. Maxwell: This question should have been
addressed to the Becretary for External Affairs.

Levy or Tax oN PERSONS CROSSING THE INNER LiNE oF THE ExcrupEp
' AREAS ‘IN AsSAM. -

1855B. *Mr. Brojendra Narayan Chaudhury: Will the Honourable the
Finance Member please state under what authority or law the tax of eight
lems' g%r person crossing the inner line of the excluded areas in Assam
is levied?

The Honourable 8ir James Grigg: The fee for issue of a pass is levied
under séction 4 of the Bengal Eastern Feontier Regulation, 1878.

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

Mr. President (The Honourable Sir Abdur Rahim): The Hc;use will
now resume consideration of the Bill further to amend the Indiag Income-
tax Act, 1922, as reported by the Select Committee.

The Honourable 8ir James Grigg (Finance Member) : Sir, may I muke
a report of progress to the House. 1 think I am in & position to state that
so far as the Congress Party, the Muslim League Party and Government
are concerned, a basig for an agreed compromise in regard to questions
raised by clause 4 has been reached. Certain amendments have been
drafted and have been submitted by telegram for the Governor General’s
sanqtion. If the Governor General’s sanction is received, I propose to
hand those amendments in today, and so, with the permission of the House
T muggest that they might be taken up tomorrow. ’

Sir Cowasji Jehangir (Bombay City: Non-Muhammadan ‘Urhan): Sir,
may I ask what opportunity will be given to Members to move amend.

men:l; to the amendments that are to be moved on behalf of Govern-
men
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The Monourable Sir James Grigg: That is a matter within the diseretion
of the House. I said that if the House approves, they will be taken up
tomorrow. But if the House objects, 1 understand the position is that
it will not then be possible to take them up tomorrow. In that case, if
Honourable Members want to move amendments, I imagine that the
Chair, just as it dispenses with the normal period of notice on .an agreed
compromise, will be prepared to dispense with the period of notice for
Members' amendments.

Mr. President (The Honourable Sir Abdur Rahim): If the Chair finds
that the House will not be able to proceed with the amegdments at once,
the Chair may give further time. -

The amendment now before the House was moved by Mr. Chetty
yesterday and the Honourable the Finance Member gave a certain assur-
ance which the Chair thinks the Honourable the Leader of the Opposition
wanted time to consider.

Mr. Bhulabhai J. Desai (Bombay Northern Division: Non-Muham-
madan Rural): We are not pressing it.

Mr. President (The Honourable Sir Abdur Rahim) - As the Honourable
the Mover is not here to withdraw it. the Chair will have to put it to the
vote. The question is:

d"Thnt.-to sub-clause (d) of clause 23 of the Bill, the following be added at the
end : .

‘the following further provisos shall be added, namely :

‘Provided further that in respect of the account books and other records
E:zhining to foreign business the officer shail noi call for such account

ks and records if a certificate of income of the income-tax authority

in the country of business is produced or in regsrd to countries where

there is no income-tax, pr where such certificates cannot be produced
without delay, audited estatements of accounts are produced :

Provided further that for the purposes of section 23 (#) such certificates or
zudiud statemenis of accounta shall be taken to be conclusive evi-
ence’."’

The motion was negatived.

Mr. President (The Honourable Sir Abdur Rahim): The question is:
“That clause 23, as amended, stand part of the Bill.”
The motion was adopted.

Clause 23, as amended, was added to the Bill.

Mr. President (The Honourable Sir Abdur Rahim): The question is:
“That clause 24 stand ‘part of the Bill.” '

Mr. Lalchand Navalrai (Sind: Non-Muhammadan Rural): Sir, T beg
to move:

“That before sub-clause (a) of clause 24 of the Bill the following be inserted :
‘(a) in sub-settion (#) after the word ‘officer’ in the fi '
reasons in writing’ shall be inur&dgl: ™ he first Lne, the words ‘for
Sub-section (2) reads thus:

If the Income-tax officer has reason to believe that a return made ]

. e I ficer under sec-
tion 22 is incorrect or is incomplete he shall serve on the person who made the
return a notice requiring him, on a date to be therein specified, either to attend at
the Income-tax Officer’s office or to produce or to cause to be there produced any
evidence on which any person may rely in support of the return.”
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1 only want that when the Income-tax Officer gives that notice after
finding that the return is incorrect or incomplete, he should give some
reasons for his view that the return is incorrect or incomplete, so that
the person notified may know what he is required to do before the Income-
tax Officer. If he is simply called upon to appear before the Income-tax
Officer he will not know what things the officer wants. 8o, it is neces-
sary to say, in that notice, what things he has to explain. If they keep
something on the record and give a copy of it to the assessee that would
be something, but they have not been doing that. It is the duty of the
Income-tax Officer to specify in what respects the return is incorrect or
incomplete and so nothing will be lost by the officer putting down the
reasons or the grounds upon which that notice is issued, and I think that
will be a great convenience to the people, and justice also requires that he
should come to know what he is required to do. Therefore. I think this
amendment should be accepted by the House.

Mr. President (The Honoursble Sir Abdur Rshim): ‘Amendment
moved - .
**That before sub-clause (a) of clause 24 of the Bill the following be inserted :

‘(a) in sub-section (2) after the word ‘officer’ in the first line, the words ‘for
reasons in writing’ shall be inserted’.'’

‘Mr. 8. P. Chambers (Government of India: Nominated Official): S8ir,
I oppose this amendment. The section gives power to the Income-tax
Officer to caull for accounts and other information in connection with the
return. It is not possible in most cases for the Income-tax Officer to know
anyvthing about the amount of profits or even to know whether the figure
is right or wrong before he has obtained information from the assessee.
All that he has, in front of him, is a return with a figure in it showing
the amount of profits. He may think that that figure is too small, but he
cannot say why it is too small before he has called for the evidence upon
which the return is based. For that reason it would be quite impracticable
to ask the Income-tax Officer, when he is asking for accounts, to state pre-
cigely the reasons which led him to think that the figure was wrong. To
add the words ‘‘for reasons in writing’’, if the reasons have to be specified,
would, therefore, prevent an Income-tax Officer taking action in almost
every case of business profits. The returns that have been published by
the Central Board of Revenue show that business profits have been under-
returned by assessees bv at least 30 per cent., and that 30 per cent.
has been discovered by the Income-tax Officers on examination of accounts
and other evidence. Tf we were to put this condition in and prevent them
from examining accounts unless they knew, in advance, that the return
was wrong, a good deal of that extrn 80 per cent. would not. in fact, be
collected. I understand. however, there is another point which has not
been raised by the Honourable Member in connection with the same
amendment and that is this: it is suggested that the words *‘if the Tncome-
tax Officer hga reason to believe that a return made under section 22 is
incorrect or incomplete” imply that in every case in which he asks for
accounts or for further information the Tncome-tax Officer is virtually
accusing the assessee of making a false return. That iz not the intention.
and I quite acree that if these words are read in that way there is some
Ob,)ec-tionab'le i;nphcation. As far as Government are concerned we would
have no objection to the elimination of the implication in these words if it

» 3
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[Mr. 8. P. Chambers.]

can be done. Unfortunately, the amendment before the House and other
amendments on the same point do not do that. What they do is-to tie
the Income-tax Officer down in what, T think, is quite an impossible
manner

Mr. Lalchand Navalral: Does the Honourable Member know that in-
variably the Income-tax Officer issue a notice and not in certain cases
only?

Mr. 8. P, Chambers: T am well aware of the fact that in the case of all
business assessments the Income-tax Officer does invariably issue notice
and for that reason he does not assume that everybody will be dishonest.
He does not issue notices in all other cases such as property income which
remaing unchanged and salary income. He does not issue notices in those
cases because the figure is known to be correct or hecause he has had
suthentic verification from another source—from *the emplover or from
municipal records; so that, although the Honourable Member’'s state-
ment is correct as far as business assessments are concerned it is not
sorrect for other assessments. T make this offer to the Honourable the
Mover of this amendment, that if we can devise a form of words at a
later stage so as to get rid of this objectionable implication and if that
is put right in the Council of State, he might, if we give an undertaking
to do that, see fit to withdraw his amendment at this stage. 8ir, T oppose
the amendment.

Mr, Lalchand Navalrai: Sir, T bec leave of the House to withdraw

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

Pandit Krishna Kant Malaviya (Benares and Gornkhpur Divisions:
Non-Muhammadan Rural): Sir, T move:
“That before sub-clause (a) of clause 24 of the Bill, the following new sub-clauses
be inserted, and the existing sub-clauses he re-lettered accordingly :
‘(a) sub-section (I) shall be omitted:

(b) in sub-section (#) the words ‘has reason to believe that a return made under
section 22 is incorrect and incomplete. he' shall be omitted;’.”

I do not propose to make a speech about it. The amendment is so
reasonable. T commend it to the House.

Mr. President (The Honourable Sir Abdur Rahim): Amendment
moved :
“That before sub-clause (a) of clause 24 of the Bill, the followi b-clanses
be inserted, and the existing sub-clauses -b: re.legttelnd m:&,;:;;s new su
‘(a) sub-section (7) shall be omitted ;
(b) in sub-section (2) the words ‘has reason to beli that
section 22 is incorrect and incomplete, ho'“:lgl.ll .ba‘o::rt:(.l ,m??e under
Mr. 8. P. Chambers: Sir, T oppose this amendment. (a) of the amend-
ment seems to me, with respect, to make nonsense: it suggests that we
;hlri\nld omit the whole of sub-section (1) of section 28, which reads as
ollows : ‘

“If the Income-tax Officer is satisfied that a return d i
correct and complete, he shall assess the total income of t.h:“ u:u:;d.:n;m stl::lri tf .
mine the sum payable by him on the basis of such return.* ' ter-
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1 take it that it is not the wish of Honourable Members that the income-
tax officer should, unnecessarily, harass assessees if, in the case of a
salaried assessee, Lie is quite certain that the return is correct: he does not
want to issue notice; he merely wants to make an assessment on the basis
of the return. I suggest, therefore, that that part of the amendment would
make nonsense of the whole clause. I have already dealt with (b) under a
similar amendment in No. 874, and I have nothing to add to what I said

under that amendment. 8ir, I oppose.

Mr. Huseinbhai Abdullabhai Laljee (Bombay Central Division: Muham-
madan Rural): Sir, 1 rise to support the amendment. From the speech
of Mr. Chambers it is clear that Government have got an unwritten law
80 far as business and other avocations are concerned that they do want
the books of accounts to be examined. In fact he admitted that without
going to the books he could not make oyt whether the return is true or
otherwise; and, although he tried his level best to give the impression
that they have very great regard for evervbody’s honesty, still the wayein
which he could find out the honesty or correctness of the return was by
asking for the accounts. T do not know by what law that could be found

out without looking into the account or without trusting the return . . . |
The Honourabie Sir James Grigg: The law of experience : the best of
all laws.

Mr. Huseinbhal Abdullabhai Laliee: Quite right. I hope my friend
will stay more in India and gain more experience.

The question is this. I think the Government ought to make it quite
cleur as to what their intentions are. It is no use saying thev give this
or that undertaking. The fact is, that the income-tax officers want to
examine the account books of all businessmen and others. Therefore, why
should you not make it quite clear? Let all people know it. Don’t say
that because it will reflect upon vou, vou don't like to put it; you should
clearly say that you do want to examine all the returns except those
returned by salaried officers. I don't know why we should be satisfied
with the mere undertaking given by the Honourable Member. I, for my
part, think that some indication must be given saving that vou want to
verify the returns with the account books. .

Mr. Sri Prakasa (Allahabad and Jhansi Divisions : Non-Muhammadan
Rural): Sir, I think the purpose of this amendment clearly is to avoid
discrimination. As matters stand at present, the income-tax officer has a-
great deal of discrimination, and, if you will permit me to say so, the dis-
crimination, go far as I know, is exercised entirely in favour of his brother
officers of the Government. . . .

The Honourable Sir James Grigg: I do not think the Honourable Mem-
ber ought to make that assertion without producing specific instances in
support of what he says. It is a very- serious accusation.

Mr. Sri Prakasa: I am very sorry if T hurt my Honourable friend’s
feelings.

The Honourable Sir James Grigg: Not my feelings. You have accused
t.he: officers of th_a Department of giving special treatment to brother officers.
It is o very serious accusation indeed, and the Honourable Member ought
not to make it publicly from his place of privilege without producing or
undertpking to produce instances of it.
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Mr, 8ri Prakasa: If my friend has uny doubts on the subject, I shall
walk out of this place with him and go out of the privileged circle and make
the statement again if that will satisfy him, becuuse T um not one of those.
and I think the Honourable Member knows it, who take advantage of their
privileged position here. I happen to be here, and that is the only place
where I can put this matter before the public, and that is why T do so. . .

Mr, President (The Honourable Sir Abdur Rahim): Yes, what the
Honourable the Finance Member says is that it is an unseemly remark, as
it is a reflection on all income-tax officers. \

Mr, Sri Prakasa: No, Sir, I am not casting any reflection at all on any
body. I am only expressing my suspicion, and I will quote a specific
instance in support of what I say. In fact, on one occasion I actually
tabled a question. . . . .

Mr. President (The Honourable Sir Abdur Rahim): What the Chair sug-
gested was that, so far as the Honourable Member's experience goes, that

nust be confined only to certain cases, but it cannot apply to all income-tax
officers. .

Mr. Sri Prakasa: It would be a simple test if the Honourable Member
himself can find out whether all Government officers are served with notices
of this sort. If it is so, is the Honourable Member himself served with a
notice and has he to produce his books; ure the Honourable Membors
bebind him or by his side served with notices and have they to produce
books? If that is so, I shall have nothing to say. . . .

The Honourable 8ir James Grigg: I certainly get notice.

Mr. Sri Prakasa: Sir, | have a specific instance within my knowledgn
where s gentleman, who was a Deputy Magis‘rate and who later became a
District Magistrate, in my province, who had not been served with any
notice whatsoever. That may have heen duc to carelessness of to some-"
thihg else, but when this gentleman retired from service, it was suddenly
discovered that he had not paid and was fined. . . .

Mr. President (The Honourable 8ir Abdur Rahim): All that the Chair
wants to point out to the Honourable Member is, there may be cases Tika

that, but it does not justify a general sweeping remark with reference to
all income-tax officers.

Mr. Brl Prakasa: Sir, I do not know what I am to say and what T am
not to say on this subject, but if you will permit me, I will say what T know
as facts, and 1 am willing to substantiate them from such knowledge as 1
possess. The fact is, that diserimination ie exercised, and the law gives
that discrimination to income-tax officers. What my friend, Pandit
Krishna Kant Malaviya, seeks to do is to try to eliminate this
element of discrimination and see that these income-tax officers’ do not
axercise any discrimination whatsoever. They should send notices to every-
body and say to any objector that the law requires that notices should be
sent to everybody and, therefore, they have no choice but to send them.
My friend wants to strengthen the hands of the Income-tax officers. 1 was
greatly relieved by what Mr. Chambers has said, because he said he would
see to it that the language of the section is so improved as to remove the
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sting from it. As my Honouruble friend himself admitted, the language of
the section as it is, is such that people may suspect that all persons on
whom such notices are served have been prejudged by the Income-tax
officers as dishonest, and so my friend rightly wants to eliminate those
words and substitute some others. There is a suggestion of some words in
the next amendment, but the words may not be very happy. I am very
glad that my friend will make the necessary changes, and when that change
13 made, then the other section now sought to be deleted, may also remain
us it is, because the element of discrimination will disappear. Therefore.
Sir, in view of the assurance given by my friend, Mr. Chambers, I should
myself request Pandit Krishna Kant Malaviya, because he and I are alike
responsible for the two amendments now under discussion, to withdraw
them at this stuge and to depend upon Government making suituble changes
luter.

Pandit Krishna Kant Malaviya: Sir, I beg leave of the House to with-

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

Babu Baijnath Bajoria (Marwari Association: Indian Commerce): Sir,
I beg to move:

““That for part (i) of sub-clause (a) of clause 24 of the Bill, the following be
substituted :

‘(ir) after the word ‘judgment’, the words ‘after making necessa inquiries
and give in his order of assessment the detailed basis thereof and deter-
mine the sum payable by the assessee on the basis of such assessment’
shall be inserted’.”

Sir, 1 should like to read u few lines from the section so that the House
may understand the object of my amendment. This refers to section 23 (4),
and it runs thus:

“If any person fails top make a return. . . .or a revised return. . . . .or fails to
-comply with all the terms of a notice issued under sub-section (4) of section 22 or having

e a return. . . ... ... the Income-tax officer shall make the assessment to the
best of his judgment and determine the sum payable by the assessee”, stc.

What I want is, in arriving at his judgment, the Incoine-tax officer shall
do so after making the nesessary inquiries and shall also in his order of
assessment give the basis of such assessment in detail, and then he shall
determine the sum payable by the assessee. Sir, the administration of this
sub-section (4) of section 23 has been very distressing from the point of
view of assessees, and numerous complaints have been made on this score.
I am supported in this not only by the Chambers of Commerce but also by
my fnends‘. the Honourable Mr. Chambérs and the Honourable the Finance
Member himself. This is what the Income-tax Inquiry Committee Report,
of which Mr. Chambers was a member as an expert, says, at pages 74 and
75 in Chapter 14, section 5C. 1 do not want to read the whole of this
section to the House but it is very clear that they recognised that in the
working of this section by the department there is large room for improve-
ment and we have got a definite and real source of grievance against the
department. To verify my statement that I am also supporied by the
Honourable the Finance Member, I will try to read a few lines from Circular
No. 3 of 1987, dated 26th April, 1987. . . .

The Hounourable Sir James Grigg: I was on leave then.
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Babu Baijnath Bajoria: These are the instructions which have been
given by the Central Board of Revenue to the Income-tax Department
about some of the irregularities or the improper way in which the depart-
ment was conducting its affairs, as brought to light by the Inquiry Com-
mittee. In paragraph 2 the Circelar says:

“Estimation of profits in the absence of reliable evidence—Chapter XIV, aection
5 (c) of the Report.
The Report finds that the assessee’s sense of grievance in thiy matter is acute.
It appears that many officers make estimates of profita which are based on little or
no evidence or are against the weight of Lhe evidence. The remedy is careful survey
and enquiry work in order to obtain as much evidence as possible.. When obtai
the evidence should be acted upon. In particular the attention of assessing of
15 drawn tp two points : . .
(a) The principle of progressive enhancement should be applied only where
there is reason to believe that the assessee has made default in the hope
of obtaining an assessment lower than his real income.

(6) The report finds that in some cases oxcessive assessments are made under
section 23 (4) where there is only a technical default. This practice
is indefensible. An assessmen: under section 25 (§) must be made fairly
and honestly to the best of the officer's judgment.’

1 only want to put on the Statute-book the instructions which they have
given in this Cipeular. The assessment under section 23 (4) is always an
arbitrary assessment and also a penal assessment, because invariably the
assessment under this sub-section is always—if 1 say twice, it is very low,
it is always, say, about three times or four times the previous year's assess-
‘ment. There are other penslties which are provided when assessinent
under section 23 (4) is made. First what they do is that they cancel the
registration of the firm. 1 huve got an amendment in regard to that. T
will speak about it at the proper time. First, they make this arbitrary and
penal assessment.; the assessment is too high and then they cancel the
registration, and there are also the penalties which are to be imposed by
section 28. These things are sufficient to ruin any firm. 8o, I would like
that these words should be inserted as proposed in my amendment. Sir, 1
move.

Mr. President (The Honourable 8ir Abdur Rahim): Amendment inoved :

“That for part (if) of sub-clause (a) of clause 24 of the Bill, the following be
substituted :

‘(ii) after the word ‘judgment’, the words ‘after making necessary inquiries
and give in his crder of assessment the detailed basis thereof and deter-
mine the sum payable by the asseseee on the basis of such assessment’
shall be inserted’.”

The Honourable Sir James Grigg: The Honourable Member addressed
to the House an impassioned appeal against the tyranny of the Income-
tax Department. But let us just look at the class of persons in whose
favour he is addressing his appeal. The class of persons who absolutely
refuse to furnish any information in regard to their income, whatever, and
leave the income-tax officer no alternative but to make an assessment, . . .

Mr. Srl Prakasa: On a point of order. 8ir? My Honourable friend
makes a general accusation of this sort when it refers to non-officials hut
strongly objects when it refers to officials.

The Honourable Sir James Grigg: I am making no such accusation.
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Mr, Bri Prakasa: Is it not s general accusation to say that the whole
class generally returns false returns?

Mr, President (The Honoursble Sir Abdur Rahim): He specified the
class who refuse to make any returns.

Mr. 8ri Prakasa: No, Sir. He said that the class to which the Honour-
a_ble Member refers. . . . :

Mr. President (The Honourable Sir Abdur Rahim): There is no point.
of order.

Mr. Sri Prakasa: [ am not very sensitive about my or any other clase,
and, I thought the Honourable Member opposite need not be very sensitive-
rither when his class is referred to.

The Honourable Sir James @rigg: The Honourable Member, as usual,
has quite misunderstood what was said. This question only deals with the
class of assessees who do not make returns, who refuse to make returns and
give the income-tax officer no material on which he can make the assess-
ment The circular to which Mr. Bajoria referred, although I was not res-
ponsible for it, but with every word of which 1 agree, tells the income-tax
officer that it is his business to make enquiries and try and get any informa-
tion he can and make the assessment to the best of his ability, and that he
is not to use it as a means of effecting a penal assessment. Buf, surely,
there will always remain cases in which he cannot get information in spite
of his best efforts, and in those cases he has no alternative but to make &
guess and in that sort of case he cannot possibly give any basis of justifica:
tion for his assessmemt. The Honourable Member must know that there
are classes of cases where people do not make any returns, do not give
information and take the chance of the income-tax officer making an assesa-
ment which is too small. If it is too small, they are quite happy, but if it
is too large, then they produce figures and ask for revision. Incidentally,
when the Bill was originally introduced, Government proposed to give an
appeal under this sub-section. The Select Committee cut out that appeal
because it preferred one of the existing provisions of the Aet. But if the
House decides or wishes to reverse the recommendation of the Select Com-
mittee, Government have no objection whatever, and if there is, in fact,
restored the provision for appeal under section 23(4), the whole of my
-Honourable friend’s case falls to the ground completely. S8ir, I oppose.

Mr. M. 8. Aney: (Berar: Non-Muhammadan): T at once confess that I
“have no symapthy with those who refuse to comply with the notices duly
issued by the income-tax officer and drive the income-tax officer to use his
discretion in making an assessment on them. But what this amendment
requires is of a limited nature and the relief which the amendment seeks to
get is of a circumscribed nature. It is no doubt true that the income-tax
officer, unfortunately, gets no assistance from the assessee in this case and,
therefore, his position in making the assessment is somewhat difficult. Still,
after all, he has to assess him one way or the other and when he comes
down to the figure of assessment, he must come to a conclusion by way of
certain reasoning. What that process of reasoning of that man is must be
stated in the judgment by which he assesses that man.
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The Honourable Bir James @rigg: You give him a chance of continuing
to obstruct.

Mr. M. 8. Aney: What I say is that it should not be a judgment based
on no reasoning at all. The income-tax officer will probably be guided by
the income in the preceding years in arriving at his conclusion and, I say,
it should be made incumbent upon him to give the data on which he has
come to his conclusion. He should not write an arbitrary order unaccom-
panied by no reasons at all. My friend, the Leader of the Opposition, is a
lawyer of great reputation and legal acumen and he knows very well that if
a judgment in a civil court was based on no reasons at all it would not at
all be a judgment in law. Whether it is under the Criminal Procedure Code
or the Civil Procedure Code, the judgment must be based on some grounds.
If no grounds are given, the right of appeal will be meaningless. What
will he appeal against? What are the grounds on which he will base . an
appeal?

The Honourable 8ir James @rigg: He will appeal against the judgment.

Mr. M. 8.-Aney: I am putting it in a legal way. How will the matter
be argued in court? Sir, I am sure that this matter does not require to be
explained further. My friend in this amendment does not say that the in-
eome-tax officer should not use his discretion at all. He is right in using his
discretion but he must be guided by some judicial principles of reasoning.
Law does not recognise discretion as arbitrary proceedings in the sense in
which it is understood by executive officials. I believe that in asking for
this change in the section my friend is supported by the procedure which is
generally observed by the courts in arriving at a judgment and this should
also hold good in the case of a judgment of an income-tax officer in a case
like this. I, therefore, support the amendment.

Mr. Bhulabhai J. Desal: As the matter of uppeal has been mentioned,
I ask for leave to say one word about if. Tt was pointed out by my Honour-
able friend that the Select Committee did drop the appeal from an order
under clause 4. I confess that it is an error. What was intended was thab
we only looked at the first part of it, and if T may read the section, my
Honourable friend, Mr. Bajoria, will recognise that there is a great deal of
hot air in what he was talking. The section says:

“If the principal officer of any company or any other person fails to make
a return, etc.”

Suppose a man produces no books and produces no information. Then,
you are going to put & premium on such acts by saying—make no assess-
ment. This is the most extraordinary thing I have ever heard. ' Mr. Aney
knows very well that, under the Civil Procedure Code, if an affidavit or a
document is not made, the defence is struck off. Decree follows without
any defence. Suppose a return is incomplete. This is where the error
came in inadvertently. It may be that he is able to argue on that that the
assessee ougth not to have been assessed in the manner and to the extent to
which he has been assessed. Therefore, I hope that when we come to the
appeal section, the appeal will be restored.
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Mr, President (The Honourable Sir Abdur Rehim): The question is:

“That for part (ii) of sub-clause (a) of clause 24 of the Bill, the following be
substituted :

‘(1) after the word ‘judgment’, the words ‘after making necessary inquiries
and give 1n his order of nssessment the detailed basia thereof and deter-
mine the sum payable by the assessee on the basis of such assessment’
shall be inserted’.”

The motion was negatived.

(N
Mr. President (The Honourable Sir Abdur Rahim): Amenmdent No. 28
-on List No. 8*,

The Honourable Sir James Grigg: We have just now disposed of a simi-
lar amendment. .

Maulvi Abdur Rasheed Ohaudhury (Assam: Muhammadan): This is a

.different amendment-from that of Mr. Bajoria.

Mr. President (The Honourable Sir Abdur Rahim): It is worded different-
ly and the Chair is not sure whether he is not technically entitled to move
ib. He can move it. ‘

Maulvi Abdur Rasheed Chaudhury: Sir, I move:

“That in part (i) of sub-clause (a) of clause 24 of the Bill, after the word
‘judgment’ the words ‘after putting Jown his reasons in writing' be inserted.”

In this Act we are providing for the appointment of a number of
Appellate Assistant Commissioners. In addition, we are also providing
for a tribunal. 1f the aggrieved assessees are not allowed to complain
against the order of the income-tax officer, it is futile.

The Honourable Bir James Grigg: May 1 submit that there is no ques-
tion of appeal here? It arises on the appeal section.

Mr. Presgident (The Honourable Sir Abdur Rahim)y 1 take it that it is
-only an argument.

. Maulvi Abdur Rasheed Ohaudhury: My mmendment is very innocent.
In arriving at his judgment, he must put down the reasons. He cannot
dream of the income of a person; he will have to find out some sort of data
from which he will arrive at the conclusion that this man has got so much
mcome. He may even say that ‘I have seen that man, and from his
appearance it appears that he has an income of two thousand rupees’’, and
then he will have to write that. Without any data, he cannot come to &
-conclusion that this man has got so much income. S0 my amendment
wants that whatever may be the reason for his coming to the decision, he
should put that in writing, so that the assessee, if he feels aggrieved, may
file an appeal to the appellate authority. It is a very innocent amendment,
end I hope the House will accept it.

. "“That in part (i) of sub-clause (a) of clause 24 pf the Bill, after the word
‘judgment’ the worda ‘after putting down his reasons in writing' be inserted.”’
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Mr. President (The Honourable Sir Abdur Rahim): Amendment moved:

“That in part (ii) of sub-clause (@) oi clause 34 of the Bill, after t.ho word
‘judgment’ the words ‘after putting down his reasons in writing’ be inverted.”

The Honourable 8ir James Grigg: 1 have nothing to say.

Mr, President (The Honourable Sir Abdur Rahim): The question is:

“That in part (i) of sub-clause (a) of clause 24 of the Bill, after the word
‘judgment’ the words ‘after putting down his reasons in writing' hl inserted.”’

The motion was negatived.

Babu Baijnath Bajoria: Sir, I move:

“That for part (iii) of sub-clause (d) of clause 24 of the Bill, the following be-
subatituted :

‘(i) the words ‘in the case of a registered firm, may oancel its registration’
shall be omitted ;" " .

I do not understand why, under this section, the registration of firms
may be cancelled. Assessment proceedings and registration proceedings are
quite different. We have already provided here for more than sufficient
punishment for persons who do not submit returns or who do not produce
their books when called upon to do so. Why then should there be this can-
cellation of registration of a firm? The firm exists, and it is only acrbitrary
to say that it does not exist. I would request the House that they will
kindly give due consideration to this. I do not want to make a long speech,
because 1 know I would not be able to convince the Leader of the Opposi-
tion, and as he is nodding his head, I see I have got no chance.

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

“That for part (iii) of sub-clause (a) of clause 24 of the Bill, the following be
substitnted :
‘(s6i) the words ‘in the case of a registered firm, may cancel its registration’
shall be omitted;’.”

The Honourable Sir James Grigg: 8ir, I oppose the amendment.

Mr. M. 8. Aney: May I ask for one explanation? Suppose there is a
firm registered under the Act of 1932 and it is also required to be registered
under the Indian Income-tax Act. 1f this registration is cancelled and that
registration remains, what would be its effect?

Mr. Bhulabhai J. Desai: I am prepared to answer it. With great defer-
ence to my Honourable friend, reyistration under the Indian Partnership Aot
is for purposes entirely different from the purposes of registration under:
this Act. A registration under the Partnership Act confers certain privi-
leges which without registration they are unable to secure, and there are
certain other consequences. Those consequences do not follow from the
cancellation of registration here. The only advantage of registration under-
this Act is that instead of the whole of the firm being taxed as an entlty,
that is to’'say, at a higher rate it will be otherwise; they cannot escape in-
comie-tax; they will pay at a higher rate.
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Mr, President (The Honourable 8ir Abdur Rehim): The question is:

‘““That for part (i) of sub-clause (a) of clause 24 of the Bill, the following be
substituted : .
‘(iif) the words ‘in the case of a registered firm, may cancel its registration’
shall be omitted;’."”

The motion was negatived.

Mr. Lalchand Navalral: Sir, I move:
“That after sub-clause (a) of clause 24 of the Bill, the following ‘be inserted :

‘(aa) to sub-section (§) the following proviso shall be added, mnamely :

‘Provided that no assessment shall be made under this sab-section before the
expiry of fifteen clear days after the notice intimating him that his
application for extension of time, if any, has been refused’.”

Bir, I think this is a very reasonable amendment, if a man applies for
extension of time for the purpose of sending in his return. Now if he is not
informed of its rejection and no time or respite is given between the time
when the asgessment is actually made and the time within which he may
send in his return thereafter, my only submission is that is not fair. When
an assessment has to be made, if it is made forthwith, then the assessee has
no time to send in a return. -1f he has already made an assessment what re-
mains? Sir, this amendment is a reasonable one.

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

“That after sub-clause (a) of clause 24 of the Bill, the following be inserted :
‘(aa) to sub-section (4) the following proviso shall be added, namely :
‘Provided that no assessment shall be made under this sub-section before the
expiry of fifteen clear days after the notice intimating him that his
application for extension of time, if any, has been refused’.” S
The Honourable Sir James Grigg: This is another attempt on the part
of the Honourable Member to make things easier for the tax-dodger, and I
oppose the amendment.

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

“That after sub-clause (a) of clause 24 of the Bill, the following be inserted :
‘(aa) to sub-section (4) the following proviso shall be added, namely :

‘Provided that no assessment shall be made under this sub-section before the
expiry of fifteen clear days after the notice intimating him that his
application for extension of time, if any, has been refused’.”

The motion was negatived.

.

Babu Baljnath Bajorla: Sir, I move:

‘‘That in sub-clause (4) of clause 24 of the Bill, clause (b) ‘of the proposed sub-
section (5) be omitted.’’’

Sir, this sub-section gives the power to the income-tax officer to tax
an unregistered firm either as an unregisterad firm or as a registered firm
at his option. This option he can vary also every year. Tf this year he
chooses to assess that firm as an unregistered firm, he may, in the next
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year, assess that firm as a registered firm, by which I mean that he can
assess the partners of that firm as such and not the firm as a whole. What
I want by this amendment is that there should be a uniform policy.
Either the firm should be assessed as an unregistered firm or the partners
of that firm should be assessed. It should not be open to the income-tax
officer to change his views and assess the firm in cne year as an unregistered
firm and again in the next yvear as a registered firm by taxing the unregis-
tered partners. I think this will also cause some difficulty in assessment
and also will give trouble to the assessees.

There is one point more which I wish to mention. If-this amendment

1 of mine be deemed to be too wide and is not accepted,

P M then I have another amendment by which I propose that

where it seems to the Income-tax officer that the firm is not registered

merely for the sake of escaping the liability or being taxed at a less rate,

then he sheuld assess it as an unregistered firm. With these few words I
commend my amendment to the House.

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

““That in sub-clause (b) of clause 24 of the Bill, clause (b) of the proposed sub-
section (5) be omitted.”

The Honourable 8ir James Grigg: S8ir, I understood the Honourable
Member to have moved both of his amendments or to have spoken on both
of his amendments. What he seeks to do is in the interests of the very
large cases of very large tax-dodgers to make it easier to dodge the tax,
and the penal provisions of this section, according to the Honourable Mem-
ber, are not to be invoked unless the taxing authority can prove the
motive of tax-dodging on the part of the tax-paver. As legal Members of
this House know, it is the most difficult thing in the world to prove motive.
In fact, T understand it 1s almost impossible to do it. The whole object
of this amendment is to make it easier for the kind of man who twrns
himself into five or six unregistered firms and thereby dodges the super-
tax. 8ir, I oppose the amendment.

Mr, Huseinbiai Abdullabhai Lalfee: Sir, 1 rise to support the amend-
ment and T do so because I do feel that there must be some uniformity
of action. Tf a firm is going to be put as an unregistered firm, then let
it be treated as an unregistered firm. There are several reasons for a firm
for not being able to register itself and then to be registered afterwards.
Tc is not due always to tax-dodging. If the principle as is now being
adopted here generally that everything should be done to realise us much
tax as possible without caring for 2,40,000 tax-payers for the large popula-
tion of India say 22,00,00,000 (22 crores) then I have very little to say.

Mr President (The Honourable Sir Abdur Rahim): The question is:

“That in sub-clause (b) of clause 24 of the Bill, clause (/) of the proposed sub-
section (5) be omitted.”

The motion was negatived.
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Babu Baijnath Bajoria: Sir, | move:

“That in sub.clause (b) of clause 24 of the Bill, to clanse (b) of the proposed
sub-section (5) the following be added at the end: \

‘and it appears to escape greater liability the partners are deliberately with-
holding from claiming registration for their firm’.”

Sir, it is said that all these amendments are moved only to make the
task of tax-dodgers easy. That is far from my intention. My intention is
to save the assessees from arbitrary assessment at the hands of the Income-
tax officer. This amendment specifically says that he will tax as provided
in sub-section (b) if it appears to him that the partners are deliberatsly
withholding registration of the firm to escape assessment, otherwise not.
I think this is a very modest demand and I hope the Finance Member-
will see his way to accept it. :

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

“That in sub.clanse (b) of clause 24 of the Bill. to clause (b) of the proposed
sub-section (5) the following be added at the end: )

‘and it appears to escape greater liability the partners are deliberately with.
holding from claiming registration for their firm’.”

The motion was negatived.

Mr, M, Amthmyanm Ayyangar (Madras ceded Districts and Chit-
toor: Non-Muhammadan Rural): 8ir, I beg to move:

“That in sub-clause () of clause 24 of the Bill, to clause (b) of the proposed sub-
pection (5), the following proviso be added :

‘Provided that when in any year an unregislered firm has been asscssed in
the manner laid down in clause (a) as applicable to registered firma, it
shall thereafter continue to be assessed in the same manner’.”’

8ir, by this proviso the rigours of treating an unregistered firm in any
perticular year, at the pleasure of the Income-tax officer, as a registered
firm to a large extent will disappear. I am not referring, at this stage, to
the previous clause which says that bn Income-tax officer can treat, in any
particular year, an unregistered firm as a registered firm. In that case,
the partners should be individually assessed. If there be a loss under sec-
tion 24 of a particular partner of a recistered firrn, then the loss that he
has sustained can be carried forward to subsequent years and set off against
the profite that he makes in those subsequent years. But no specific pro-
vision is made with respect to the case where an unregistered firm is
treated as a registered firm in a particular vear. The losses that the indivi-
dusl partners might sustain that year are not allowed to be carried forwurd
to subsequent years' losses because the next year the unregistered firm may
be treated once again as an unregistered firm. If this year a firm is treated
as registered firm and the partners are assessed, there is nothing to prevent
the same Income-tax officer reverting to the old position and treating it
os an unregistered firm, in which case how can the losses sustained by the
individual partners without the partnership or sustained as a registered firm
can be carried forward? Therefore, when amendments relating to section
18 were being tabled, my friend, Mr. Santhanam, made a reference to this
lacuna and the Honourable the Finance Member and his Assistant Mr.
Chambers gave an assurance that they will introduce a suitable amend-
ment.



3036 LEGISLATIVE ASBEMBLY, [6rm DEc. 1988.

Mr, 8. P. Obhambers: On a point of explanation, Sir. All that T said
was that the matter would be looked into, not that any suitible amendment
would be introduced, unless it was considered that such an amendment wus
necessary. '

Mr. M. Ananthasayanam Ayyangar: As it is, two days have elapsed and
there is no visible indication of this inatter being taken up at all. And that
is the reason why I am moving this amendment.

[ have also given notice of another amendment which appears as amand-
ment No. 2, in Bupplementary List No. 11, and which runs thus:

“That in sub-clause (b) of clause 26 of the Bill, after t-h;._ first proviso to the
proposed sub-section (£) the following further proviso be inserted':

‘Provided furiher that where an unregistered firm is assessed as u registered
firm under section 23 sub-section (5) clause (b) during any year; its losses
shall also be carried forward and set off under thies section as if it were
a registered firm’."’

Now, it is open to the Government to accept either the one or the
«wother. ' :

Mr. 8. P. Ohambers: Not the amendment which the Honourable Mew-
ber has just moved.

Mr. M, Ananthasayanam Ayyangar: If the Government are willing to
accept the other amendment which might come later on, I do not want to
pursue the present amendment. Tf necessary, I ghall withdraw it.

Mr. President (The Honourable Sir Abdur Rahim): The Chair takes it
that the Honourable Member does not want the amendment to be put to
the House.

Mr. M. Ananthasayanam Ayyangar: Sir, I do not want it to be put.

Mr, President (The Honourable Sir Abdur Rahim): The question is:

“That clanse 24, stand part of the Bill"
The motion was adopted.
Clause 24 was added to the Bill.

Mr. President (The Honourable Bir Abdur Rehim): The question is:
*“That clause 25 stand part of the Bill.”

Mr, H. 8. Town (Nominated: Non-Official): Bir, I beg t0 move:

“That in part (i) of sab-clause (b) of clause 25 of the Bill in the proposed sub-
section (7) after the word ‘period’ in the third line the words and figures ‘being a
previous year not earlier than the previous year for the assessment for the year 1830-
40" be inserted.’’ ’

Sir, wherever it has been felt necessary to make sure that a clause ahall
not have retrospective effect, words similar to these have been inserted. I
do not think it is the intention of the Government that the new section
23 (a) shall have a retrospective effect and if it is not their intention I think
“these words should be inserted to make the matter clear. I would be gnite
prepared if it is not their intention to receive an assurance that that is
40, - .
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Mr. 8. P. Chambers: On a point of explanation I can inforin the Hon-
ourable Member that the section cannot be retrospective unless it is speri-
fically made retrospective. The assurance that he requires can be given at
once, so that he may withdraw his amendment.

Mr, President (The. Honourable 8ir Abdur Rahim): I take it that the
Honourable Member does not want the amendment to be put to the House.

Mr. H 8. Town: The amendment need not be put to the House.

Sir, 1 beg to move:

“That in part (i) of sub-clause (b) of clause 25 of the Bill, in the proposed sub-
section (7), after the word ‘dividend’, in the fifteenth line, the words ‘or a larger
dividend than that declared’ be inserted.’” _

8ir, as I read the proposed new section it would seem that a company
must either declare no dividend whatever or be deemed to declare a divi-
dend, of at least 60 per cent. That is to say if & company does declare any
dividend, perhaps only five per cent. of its assessable profits, it will
automatically he deemed to have declured 60 per cent. There may be
cases in which a company might quite rightly and fairly distribute 80 per
cent. of its assessuble profits but be running into danger if it attempted
to distribute any more. I think it is advisable to put into this section
words that will make the section read thus: -

“having regard to the losses incurred by the company in previous years or to
the smallness of the profit made, the payment of a dividend or a larger dividend than
that declared would be unrewsonable, make with the previous approval,’’ etc.

I submit, this amendment appears to be very necessary to the clause. and
I commend it to the House.

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

“‘That in part (i) of sub-clause (4) of clause 25 of the Bill, in the proposed sub-
section (I), after the word ‘dividend’, in the fifteenth line, the words ‘or a larger
dividend thmn that declared’ be inserted.’”

_ The Honourable Sir James Grigg: This remedy is an obvious drafting
mistake in the clause, and, therefore, the Government accept the amend-
ment.

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

"‘That in part (i) of sub-clause (b) of clause 25 of the Bill, in the proposed sub-
section (I), after the word ‘dividend’, in the fifteenth line, the words ‘or a larger
dividend than that deciared’ be inserted."

The motion was adopted.

ol T}::.e Assembly then adjourned for Lunch till Half Past Two of the
ock.

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

Mr, K, Santhanam (Tanjore o Trichi lv - i}
Rural): Bir, I beg to mov(e: jore cum Trichinopoly: Non-Muhammadan

"That in part (i) of sub-clause (b) of clause 26 of the Bill, in the propose
‘ G f cl | d sub-
;euﬂo:p(& bu‘:::r‘a dt_l:'e words ‘the undistributed portion’ the words ‘the wlp!e or any
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[Mr. K. Santhanam.)

As the clause stands the Income-tax Officer has no option but to order
the redistribution of the entire undistributed part. By this amendment ' 1
am giving an option to Income-tax Officers to order a redistribution of - the
whole or a part of the undistributed portion. I think the peasounableness of
this is 8o evidenf that it does not require any speech. 8ir, I move.

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

“That in part (i) of sub-clause (b) of clause 25 of the Bill; in the proposed-sub.
section (I), before the words ‘the undistributed portion’ the words ‘the whole or any
part of’ be inserted.”

The Honourable 8ir James Grigg: Sir, I am sorry that I must oppose
this smendment, because it gives the Income-tax Officer a discretion which
Goverriugnt would rather he did not have. The object of the clause is to
find an automatic test in order to make the profits taxable, and one of its
essential features is to get away from the indefinite criteria which were
applied before you got the automatic rule. In this case the Honourable
Member proposes to give the Income-tax Officer power to determine what
would be the proper distribution, and I think if you do that you will get
back to all the difficulties which you had in regard to the previous clause,
and I do not think it is a discretion which the Income-tax Officer is qualified
to exercise. Sir, I must oppose the amendment.

Mr. M. Ananthasayanam Ayyangar: Sir, some discretion is given in the
latter part of the proviso itself, in the case where not more than fifty-five
per cent. are distributed. There the Income-tax Officer can, if so ad’wsod,
give an opportunity to the company to raise it to sixty. Here if the
company itself distributes 80 per cent. of its profite this clause does not
ocome into operation. If the distribution should fall short by even two or
three per cent. it is obligatory on the Income-tax Officer to treatethe entire
profits as assessuble profits. It is left to the income-tax Officer to in-
crease it.

The Honourable Sir James Grigg: The Honourable Member is wrong.
In no circumstances can the Incoine-tax Officer free any profite distributed
from taxation.

Mr. M. Ananthasayanam Ayyangar: 1 am only saying that so far as the

assessable profit is concerned you give an opportunity to that person to ask
him why it ought not to be increased.

The Homourable 8ir James Grigg: That is u very small percentage.

Mr. M. Ananthasayanam Ayyangar: Even that small discretion between
55 and 60 is not given to the other man. There can always be a difference
of opinion in that matter. The person who is in charge of ths company and
the shareholders and the general body and the directors-who are i® charge
of the administration,—all of them put their heads together and come. to
the conclusion that in a particular year 60 per cent. eannot be distributed ;
the Income-tax Officer comes to a different conclusion. Then is it to be
loft to the Tncome-tax Officer to treat the entire profits as divisible profith,
wnen having regard to the various circumstances the company itself, at a



THE INDIAN INCOME-TAX (AMENDMENT) BILL. 3989

shareholders’ meeting, has decided that 55 per cent. ought to be distributed
that year and the rest ought not to be distributed? 8ir, it would be unfair
if the autonomy of the administration of companies should be interfered
with by the Income-tax Officer who has not got any hand in the day to
-day administration of the company and who cannot realise all the diffi-
culties which the company may have to meet. Therefore, some discretion
ought to be given. It is not such an important matter where the Income-
tax Officer ought not to be trusted. There are various other provisions.
Take for instance an unregistered company. My Honourable friend says
the Income-tax Officers ought not to be allowed a discretion. But it bas
been allowed at an earlier stage. las he not allowed the Income-tax Officer
to treat an unregistered company as a registered company, if it suits his
purpose? Instead of declaring all the profits divisible he will be declaring
some portion of it divisible. Then my Honourable friend savs that the
Income-tax Officer is a fool and he ought not to be given any discretion in
this matter. It is not as if by hook or by crook, irrespective of conse- -
quences, in the face of the considered opinion of many of the shareholders
even in & bena-fide case no discretion ought to be allowed. B8ir, it is a
Draconian law and I oppose it.

Mr. 8. P. Chambers: Sir, I think the Honourable Member who has just
spoken has really failed to see the whole point of the section. The object
of this section is to say that when a company fails to distribute profits we
shall take a certain action. We should, in effect treat that company as
if it were a firm and treat the shareholders as if they were partners and
ask them to pay super-tax, or, rather, insist upon them paying super-tax,
just as if all the profits had been distributed. What he suggests I think
18" that there should be some discretion left to the Income-tax Officer to
determine whether it would have been reasonable to distribute 80 per cent.
‘or 85 per cent. or 90 per cent. or something like that. That is not the
intention of this section. The section says that we will fix some figure; if
the amount distributed is lgse than that then we are going to go the whole
way and then treat the whole of the profits as if they had been divided.
We do not intend . . . . ., .

. Mr. M Avanthasayanam Ayyangar: My point is this: If the company
itself had distributed 60 per cent. the Income-tax Officer would not
exercise any jurisdiction here. If the company had distributed only 56
per cent. the jurisdiction of the Income-tax. Officer comes into play. ~ What
I submit is that the Income-tax Officer can do what the company ought
to %mve done. T do not sav that the Tncome-tax Officer ought to have
ggiﬂ:d 60 per cent. or otherwise. Whatever is over 60 per cent. is a
y.

M Mr, 8. P. Ohlmborl’ I think T- have understood the Honourable

ember 8 point but I think he has not understood mv point. What I
suggest 1s.jahat we do not want the Income-tax Officer to sav to the
%c};‘mpany, You ought to have done this or you ought to have done that'".
wat type of power was given in the old section which worked so badly.

& want to say now just this: If the profits that have been ‘distributed
;rahﬁo per cent. or more then thin section does not come into operation.
f they are lepa t.!:an ﬁO per cent. then, subject to the second proviso which
gives a certain time limit where it in over 55 per cent. subject to- that.
we say that we do not want to give the Income-tax Officer any discretion :

N2
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he must sutomatically treat the company as though it were a firm and
assess the shareholders as though they were partners in the firm. And T
suggest that to give any discretion to an Income-tax Officer in a matter like
this is very undesirable. Sir, I oppose the amendment.

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

*“That i i) of sub-cla: b) of clause 25 of the Bill, in the proposed sub-
section U]:nbepf.onm {&eow:rdlc‘tl'::ougnd’iltribuud portion’ the words ‘the Ethoh or any
part of be inserted.” X

The motion was negatived.

Mr. M. Ananthasayanam Ayyangar: Sir, I move:

“That in part (i) of sub-clause (b) of clause 25 of the Bill, in the proposed sub-
section (1), for the words ‘profits and gwins', occurring in the nineteenth and twan-
tieth lines, the words ‘assessable income’ be substituted.”

Profits and gains are much larger than assessable income. What is
really intended, I think, is so much of the profits and gains as is assess-
able income. 1t is n mistake in drafting and T want to correct it.

Mr. Deputy President (Mr. Akhil Chandra Datia): Amendment moved :
““That in part (i) of sub-clause (b) of clause 25 of the Bill, in the proposed sub-

section (7), for the words ‘profits and gains’, occurring in the nineteenth and twen-
tieth lines, the words ‘assessable income’ be substituted.’

The Homourable Sir James Q@rigg: Sir, 1 think this amendment is a
definite improvement on the Bill and T am grateful to the Honourable
Member for putting it forward. Government are agreeable to this amend-
ment and to No. 8334 which is a consequential amendment to it.

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

“That in part (i) of sub-clause (b) of clause 25 of the Bill, in the proposed sub-
section (1), for the words ‘profits and gains’, occurring in the nineteenth and twen-
tieth lines, the worde ‘assessable income’ be mblﬁtulo%"’

The motion was adopted.

Mr. B. Das (Orissa Division: Non-Muhammadan): Sir, T move:

“*That in part (i) of sub-clause (b) of clause 25 of the Bill, i i
the pr:;poaed l:.ub-stoctrion (1), the wo:'d}n 'whi:h is the pmpert; o;nwtfe.}?::t‘hglrg::? buo'
omitted.”

The object of the amendment is to remove the restriction unde
proviso to loan capital from the shareholders only. It is fair that i; :ﬂ:
case of a business having to borrow loans, either from its shareholders or
from outsiders on credit of fixed or floating assets, before arriving at the
per:;ntnge of resel;-ve;adftl;r thi purposes of thig section, the total borrowings
of the company should be taken into account and not th i
the shareholders only. ® borrowings from
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1f the clause were to stand without any amendment, it will greatly handi-
«<ap the maintenance and developient of the business, ns borrowings would
be necessary for the purpose of successfully carrying on the business in
the case of companies which are started with a small share capital and
whose subsequent business needs warrant an increase of capital. I hope
this is a fair amendment and that the Government will accept it.

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

“That in part (i) of sub-clause (b) of clause 25 of the Bill, in the first pm\ri.l? to
the proposed l:lb-s{e(]:tioll (1), the words ‘which is the property of the shareholders’ be
.omitted.”

Mr. 8. P. Chambers: Sir, 1 oppose this amendment. 1 think the
Honourable the Mover has not reslly appreciated the intention behind this
proviso. The object of this proviso is, put in popular words, just this:
that where the undistributed profits belonging to the shareholders is equal
to the capital of the shareholders or more then this rule shall apply. The
existence of any loun capital belonging to outside persons hag nothing to
do with the matter. If the company consists of several shareholders who
also have put up money in the form of loan. then in effect the whole of
the profits belong to them as shareholders und as loan holders; but when
they borrow money from outside persons and pay outside persons interest,
then we are not in any way concerned with the interest or anything that
goes to those outside persons. We only want to make a comparison
-between the capital which belongs to the shareholders who are entitled to
the profits and the ameunt of undistributed profits. Therefore, these
words: *‘which is the property of the shareholders’ are absolutely neces-
sary and 1 oppose the amendment.

Mr. ‘ Banthanam: Sir, if it is the intention of the Government to
-exclude capital which has been borrowed from outside persons, 1 venture
to suggest that this is not at all a proper expression because even if the
company borrows from an outsider, it is the property of the sharehqlders
-and it cannot be said ‘to be the property of the outsiders. Suppose I have
:borrowed money und built a house. (an we say the property is not my
_property ?

Mr. 8. P. Chambers: On u point of explanation, I would like to explain
that the property in the money which he borrowed will belong to the per-
son who receives the loan, hut the loan itself constitutes the property of the
person who lends it.

Mr. K. Santhanam: Therefore, T can understand lonn capital borrowed
-outside; but loan capital is the property of the whole company which with
all ite assets and liabilities is the property of the shareholders so far as I can
understand. T am afraid this phrase is guing to be the matter of much liti-

gation. T do not think it will convey the meaning suggested by the Honour-
able Member. )

8ir Cowasjl Jehangir: Is that the interpretation of Government?

The Honourable 8ir James Grigg: The interpretation is quite clear, that

if loans have been taken from outside and translated into assets, it is covered
by another expression in the clause.
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Mr. M. 8. Aney: What is that expression?

The Honourable Sir James Grigg: ‘‘Together with any loan capital
which is the property of the shareholders or the value of the fixed assets

whichever is greater.’

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

“'That i rt (i) of sub-clause (b) of clause 25 of the Bill, in the first proviso to-
the propoa:::i p:abatltioc:m (1), the wnﬁ-da ‘which is the property gf the shareholders’ be
omitted.” ‘

The motion was negatived.

Mr. H. 8. Town: Sir, I move:

““That 1 rt (i) of sub-clause (b) of clause 25 of the Bill, in the first ruviso to
the ropm::.l P:ub-é:a]:t{i)on (), for tha) word ‘value’ the words ‘actual cost’ nlublt-i-
tut.atr."

The expression ‘‘value of the fixed assets’’ is too vague altogether. It
does not give us any idea as to who is to value the assets. A tln‘ng may
have cost quite a large sum of money and yet be valueless. The intention
here I think is to use the word ‘cost’ and, therefore, I think that if in place
of the word ‘value’ we use the words ‘actual cost’ we get at the real value
of the assets. 1 suggest the amendment should be accepted.

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

““That in part (i) of sub-clause (b) of clause 25 of the Bill, in the first iso 0
the J;ropcud sub-section (), for the word ‘value’ the words 'actual cost’ E: subati-
toted.” '

The Honourable 8ir James Grigg: Sir, 1 have no objection to this
amendment. '

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

*“That in part (i) of sub-clause (4) of clause 25 of the Bill, in the first provise to-
the Jn'upaed sub-section (), for the word ‘value’' the words ‘actual cost’ substi-
tuted.” :

The motion was adopted.

Mr. K. S8anthanam: Sir, I move:

““That in part () of sub-clause (b) of clause 25 of the Bill, in the second proviso.
to the proposed sub-section (I), for the words ‘profite and gains', where they occur
for the last time, the words ‘assessable income’ substituted.'’

ﬁ' Deputy President (Mr. Akhil Chandra Datta): Amendment
Inov .

*That in part.(i) of sub-clause (b) of clause 256 of the Bill, in the second proviso.
to the proposed sub-section (), for the words ‘profits and gains’, where they ooccur
for the last time, the words ‘assessable income’ substitated."’

Mr. 8. P. Chambers: We have no objection to offer to it, Sir.

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

““That in part (i) of sub-clause (b) of clause 25 of the Bill, in the second proviso.
to the proposed sub-section (1), for the words ‘profits and gains’, where they occur
for the last time, the words ‘assessable inuoma’-%e substitu g.f" ’ ore Ty ooear

The motion was adopted.
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Mr. H. 8. Town: Sir, I move:
“That for part (i) of sub-clause (b) of clause 25 of the Bill, the following be
substitoted :
(i) for the proviso the following shall be subetituted, namely :

‘Provided further that this sub.section shall not apply to any company i
which the public are substantinlly interested or to a subsidiary com-
pany of ruch a colnﬁun'{\' if the whole of the share capital of such snbai-
diary company is held by the parent company or by the nominees
thereof’."’

Sir, if the whole of the share capital of the subsidiary company is held
by s company which is exempt from the provisions of this clause, there
would sppear to be no reason why that subsidiary company should itself
eome within the mischief of the clause, for the simple reason that it is
merely, as it were, a department of the main company which is itself
exempted, and were it being run as a department of the main company it
would be exempted, and as it has merely been turned into a subsidiary,

there would appear to be no reason why it should be brought within this
clause. Sir, I move.

Mr. Deputy President (Mr. Akhil Chandra Datta): Amendment
moved:
“Thut for purt (i) of sub-clause (b) of cluuse 25 of the Bill, the following be
substituted :
(ii} for the proviso the following shall be substituted, numely :

‘Provided further that this sub.section shall not apply to aby cowpeny in
which the public are substantially interested or to a subsidiary com-
pany of such a company if the whole of the share capital of such subsi
:l;ary f‘f‘:‘mp““-“' is Keld by the parent company or by the nominees

ereof’.’’

The Honourable Sir James Grigg: Sir, this, 1 understand, merely seeks
to provide that a company which is & hundred per cent. subsidiary of a
parent company, which is a public company, shall be regarded as a public

company. If that is the intention, Sir, Government accept thé amend-
ment.

Mr. 8. Satyamurti (Madras City: Non-Muhammadan Urban): 8ir, I
should like this point to be examined further by the Government. 8o far
a8 the original olause is concerned, it was there. It was omitted by the
Select Committee . . . . .

The Honoaurable Sir James Grigg: 1 said 100 per cent subsidiary.

Mr. 8. Satyamurti: I want to know the difference. If it is 100 per
cent subsidiary, does it mean that the public are or are not interested . . .?

The Homourable Bir James Grigg: The complete share-holding of the
subsidiary is held by the parent company which is itself a public company.
That is the position; that is, the complete shareholding of the subsidiary
company which is owned by a public company.

Mr. 8. Satyamurti: The provieo, as it is in the recommendation of the
Select Committee on the Bill, is that this safeguard shall not apply to
any company in which the public are substantially interested. I submit
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that a company which is called subsidiary will not be taken out of the
provisions of this proviso, because the 100 per cent. shares are held by the
shareholders of the parent company. I want to know if there is any catch
init. ... '

The Honourable 8Sir James QGrigg: There is no catch in it.

Mr. 8. Satyamurti: Well there may be no catch in it, but considering
the source from which it is coming, I want to see whether there is or there
is not a cateh in it. I should be obliged if some light were thrown on this
simple point. I want to take the proviso as it is recommended by the
Select Committee. It says it shall not apply to a company in which the
public are substantially interested. Why ir it argued that a subsidiary
company owned cent per cent. by a company in which the public are sub-
stantially interested is not & company in which the public are substantially
interested also? If, really, according to the legal interpretation, such
subsidiary companies sre not companies in which the public are substan-
tially interested, they ought not to have the benefit of this provieo. If, on
the other hand, such subsidiary companies are companies in which the
public are substantially interested, this amendment is unnecessary,—
either it is unnecessary or it is mischievous. $So I want to know whether
some light can be thrown on this simple point, I am taking. I have no
objection to the clause as it stands, but I want the proviso to the clause
to be confined to companies in which the public are substantially interest-
ed. Tf it is there, then why do you want the exception?

Mr. S. P. Chambers: Sir, I think I can answer the Honourable Mein-
ber's point by referring hiin to sub-clause (b) in the original 28-A. There
a company in which the public are substantially interested is defined and
the shares have actually to be allotted to the public and dealt with on the
Stock Exchanges. If you have a company which is a subsidiary eompany of
a public company, the shares in that subsidiary company are not directly
owned by the public and they are owned by this company, and therefore
technically that may count as a private company, because the sharehold-
ers may be only three or even less and nominees of the public company.
It is purely a technieal point, and I can assure the Honourable Member
it has no effect whatever beyond bringing it into the exception of all true
public companies. There is no catch whatever in it, but if we left it as it
was originally, that would have been wider, because a subsidiary company
was originally defined in much wider terms before. We have now the
definition of a subsidiary company to meet this objection.

Sir Oowasji Jehangir: Sir, a subsidiary company is a separate entity
from the parent company. If the parent company is a public company
in the proper sense of the word, that is to say, if more than 25 per cent.
of the shares are in the hands of the public, and they are negotiable on
the Stock exchange, then if such a company holds , every share in the
subsidiary company, should you force the subsidiary company to give
certain amount of dividends? It is all one capital; the owners of the
shares are all one, the compuny is one, but legally it is a separate com-
pany. Therefore, you cannot penalise a separate company which is a part
and parcel of a public company simply because it has a separate entity.
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Mr. Deputy President (Mr. Akhil Chandra Datta): The question is:

*“That for part (if) of sub-clause (b) of clause 25 of the Bill, the following be
substituted :

(i) for the proviso the following shall be substituted, namely :

‘Provided further that this sub.section shall not apply to any company in
which the public are substantially interested or to a subsidiary com-
pany of such a company if the whole of the share capital of such subsi-
sl:nry ft:omplmy is held by the parent company or by the nominees

em ‘!l

The Motion was adopted.

Mr. T. 8. Avinashilingam Chettlar (Salem and Coiinbatore cum North
Arcot: Non-Muhammadan Rural): Sir, I move:

*‘That sub-clause (¢) of clause 25 of the Bill be omitted.”

Sir, it will be seen from the Bill that sub-clause (c) seeks to omit the
preﬂen{, sub-section (3) of 23A. The BSeleet Committee has introduced the
words ‘with the previous approval of the inspecting Assistant Commission-
er’ in the main section. That is, the discretion given to the income-tax
officer to order the distribution of profits is qualified by the consent that
he has to get from the Inspecting Assistant Commissioner. That having
been introduced there, they cannot move here for the deletion of sub-sec-
tion (3), and sub-section (3) says that an opportunity will be given to the
firm, association, company or concern of being heard whether this distribu-
tion can really be made, and we think that that opportunity of being heard.
should be given to the assessce hefore any order is made under 23A. Sir, T
move.

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

““That sub-clause (c¢) of clause 25 of the Bill be omitted."

The Honourahle 8ir James Grigg: 1 was under the impression that the
Honourable Member’s point would be met by the amendment
No. 309, which is the same as No. 12 on Supplementary List
No. 9, plus No. 13 on Supplementary List No. 9. (Government, were pre-
pered to asccept those two amendments and I am at a little loss to know
why the Honourable Member wants to move this one No. 398,

3 p M

Mr. T. 8. Avinashilingam Ohettiar: By mere accident. Even if this is

moved, those others also could be moved. Because this amendment came
before, T moved it. These are not contradictory.

The Honourable Sir James Grigg: The Hohourable Member will with-
draw his amendment and satisfy himself with amendment No. 309 or take
his own amendments Nos. 12 and 18 on Supplementary Tist No. 9.

Mr. T. 8. Avinashilingam Ohettiar: Very well. I beg leave of the
Houge to withdraw my amendment.

The amendment was, by leave of the Assembly, withdrawn.
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Mr. T. 8. Avinashilingam Ohettiar: Sir, T move:

“That for sub-clause (c) of clause 25 of the Bill, the following be substituted :
‘(¢) Sub-section (2) shall be re-numbered as sub-section (2), and, in the sub-seo-
tion, as so re.numbered, before the words 'Assistant Commissiomer’ the
word ‘inspecting’ shall be inserted'."

In addition to the reason thut I gave for the previous amendment,
there is one more. The sub-section provides for the Assistant Commissioner.
In the Bill as framed now there are either Inspecting or Appellate Assist-
ant Commissioners. The main section refers to the Inspecting Assistant
Commissioner, so I have sought to introduce the word., '‘Inspecting’’.

Sir, I move:
-

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

*“That for sub-clause (¢} of clause 25 of the Rill, the following be substituted :

‘(¢) Sub-section (7) shall be re-numbered ae sub-section (2), and, in the sub-sec-
tion, as so re-numbered, before the words 'Assistant Commissioner’ the
word ‘inspecting’ shall be inserted.’’

The Motion was adopted.

“Mr. T. 8. Avinashilingam Ohettiar: Bir, I move:

““That in sub-clause (d) of clause 25 of the Bill, for the words ‘sub-sections (§)
and (7) shall be re-numbered, reepectively, sub-sections (2) and (3), and in sub-section
(2), as so re-numbered’ the words ‘sub-sections (§) and (5) shall be re-numbered, res-
pecti\':{y, sub-sections (4) and (§) and iu sub-section (%) as so re-numbered,” be sub.
stituted."”’

This is merely consequential.

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

“That in sub-clause (d) of clause 25 of the Bill, for the words ‘sub-sections (4)
amd (5) shall be re-numbered, respectively, sub-sections (#) and (), and in :sub-sestion
{#), a5 s0 re-numbered’ the words ‘sub-sections (§) and (5) shall be re-nambered, res-

" pectively, sub-sections (%) and (4} and in sub-section (3) as so re-numbered,” be sub-
stituted.”’

The Motion was adopted.

. Deputy President (Mr. Akhil Chandra Datta): The question is:
“That clause 25, as amended, stand part of the Bill,”’

The Motion was adopted.

Clause 25, as amended, wus added to the Bill.

Mzr. Deputy President (Mr. Akhil Cbandra Datta): The question .is:
“That clause 26 stand part of the Bill.”’

Babu Baljnath Bajoria: Sir, I move:

“That in clause 26 (a), :liter.the proposed proviso to sub-section (I), the following
further proviso be added :

‘Provided further that where nn assessee proves to the satisfaction of the
Income-tax Officer that any income which has been assessed to income-tax with refer.
emce to the amount becoming due snd payable under ‘the Az in that year but Which
income subsequently hecomes bad snd irrecoversble the assessee ahall be allowed
‘to claim such unpaid income ag a loss of income, profits and gains in his assessment
in such subsequent vear'.”
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There are so many supplementary lists that it is impossible for us to
follow. What I suggest is that there should be one consolidated list
including all the supplementary lists, so that it would help Members.

Mr. Deputy President (Mr. Akhil Chandra Datta): The amendments
are coming every day. The Chair understands that the amendments have-

been consolidated twice.

Babu Baljnath Bajoria: This is merely an accounting matter. When
in one vear the income on a particular item has been assessed and if,
afterwards, it has been found that that income has hecome-bu_d or irre-
coverable the assessee should be allowéd to claim such unpaid income.

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

““That in clause 26 (a), atter the proposed proviso to sub-section (I), the following
further proviso be added :

‘Provided further that where an ussessee proves to the satisfaction of the
Income-tax Officer that anv income which has been assessed to income-tax with refer-
ence to the amount becoming due and pavable under the Act in that year but which
income subsequently becomes bad and irrecoverable the assessee be allowed
to claim ruch unpaid income as 8 loss of income. profits and gains in his assessment
in such subsequent year'.” .

Mr. S. P. Ohambers: I oppose this amendment. In 8o far as the
nmendment relates tp debts which are bad in a business, they are allow-
able in the year in which they are bad and to that extent this amendment
is unnecessary. There are, however, two other possible cases which it
meets. One is where income, not. being business income, proves subse-
quently to be bad. The type of case I can give as an example is salary.
Salary is, under the section as amended by the Bill, assessable when it
is due, whether it has been paid or not, and this would seek to allow
against subsequent income that part of the salary which was due in the
earlier year but subsequently proved to be bad. To that the reply is that
if the income was never paid at all, if it became bad, then it is not assess--
able when it is due. That point I think I made clear some days ago in
another connection; that is to say, income which was never réceived does
not come in and, therefore, is no longer income. There again, to that
extent, it is unnecessary. There is, however, the third type of case which
it meets, the case where bad debts are incurred in the business, where
the business is finally discontinyed. That is to say, the debt is incurred
during the currency of the businers, the business ceases and in some later:
year the debt proves to be bad. This amendment would cover that case
and would allow the assessee to set off against subsequent income this debt
which was originally incurred in & business no longer existing. In that
case we would regard the debt becoming bad in this later year as loss of
capital and losses of capital we do not allow against income.

Babu Bailnath Bajoria: Why do you call it loss of capital. It is the
third item which T had in mind when I moved this amendment.

Mr. S. P. Chambers: When the business is continuing the outgoings
ere revenue expenditure and the incomings are revenue income. When
the business is no lgnger existing, any loss is loss of capital. For that
reason, I oppose the amendment.
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Mr. Deputy President (Mr. Akhil Chandra Datta): The question is:

“That in clause 26 (a), after the proposed proviso to sub-section (), the following
further proviso be added : ’

‘Provided further that where an assessee proves to the satisfaction of the
Income-tax Officer thai any income which has been assessed to_income tax with refer-
ence to the amount becoming due and payable under the Act in that year but which
income subsequently becomes bad and irrecovarable the assessee shall be allowed
to claim such unpaid income as a loss of income, profits and gains i his assessment
in such subsequent yeor'."

‘The motion was negatived. A

Mr. S8ami Vencatachelam Ohetty (Madras: Indian

Comumerce): Sir, I
move:

“That in clause 26 (6) of the Bill, in the proposed sub-section (#), the worcia
“from the same buriness, profession or vocption' be omitted.”

The carry forward of losses is one of the few sugar coated pills which
have been put into this Bill in order to oblige the assessees to make great
sacrifices in respect of other matters. We appreciate, however, this bene-
fit of what is called the carrying forward of losses for a period of six years
‘but T am afraid when the intention was put into actual wording of the
clause, much of'the benefit that was expected of that clause was whittled
down by various restrictions imposed on such carrving forward. One of
the means is that the loss may be set off only ugainst the profits of the
same business, profession or vocation. That is to say, if a person loses in
a particular business and he changes the business in a succeeding year but
makes a profit in another line of business, the loss which he has sustained
in the previous year is not taken into account while the profit of the new
‘business will be taxed to its fullest capacity. This, naturally, minimises
the benefit which we expect from the provision of carry forward of losses
to succeeding years. Either you tie down the person_to one line of busi-
ness and compel him to incur loss after loss, year after year, or you won't
give the benefit of setting off this loss against income which may be

_derived frdom another line of business. Moreover, the wording of the
clause leaves very little scope for the assessee to get the henefit of this
provision even when he has sustained loss but had been carrying on other
Tines of business. An individual or A company may be carrying on a
number of lines of business. In nne line he might have sustained loss;
in another he might have made profit. Though the fact is that the whole
control and the management of various lines of buriness was resting in one
hdnd, so far as the setting off of losses against the profits in other lines
are concerned. they are treated as two separate avocations. One can under-
stand with some amount of reservation that when a vocation is changed
into business and vice versa, the loss under one source night not be set
oft against another source. Even then there are difficulties. Take for
instance the profession of a doctor. A doctor might be running a dispen-
sary and also be carrying on his profession. He might be losing in his
dispensary; according to the strict interpretation of this provision his
profits as a doctor will' be charged without taking into account the loss he
may have sustained in his dispensary. If that ia the difficulty even with
regard to professional people, greater is the difficulty in respect of husi-
nessmen. 1 know of persons in this position and 8ir Homy Mody gave
one instance. A merchant may be carrying on business in cotton and
cotton seeds. Are they to be considered as two different lines of business.
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You might be a general merchant carrying in a commission agency business
and also business on his own account and responsibility. Are we to con-
sider that the loss sustained as & commission agent cannot be set off
against the profits of his own business? This will work as o great hard-
ship. [ am amazed at the- illiberality of the gentlemen on the Treasury
Benches when they come over to this country. A perusal of the report
of the Codification Committee of Lord Macmillan will show how liberal
they have been in interpreting this - provision of setting off of losses of

one concern against the profits of another.” I will quote to the House &
few instances: : '

“A carries on one husiness as an individusl, and another business as a pariner in
the firm AB.

If A's individual buriness makes a loss, and the firm AB make a profit, A is

allowed to set off hix loss ngainst the profit of AB up to the amount of A’s share
in that profit.

1f the firm AB make o loss, and A's individual business makes a profit, 4 is
allowed to set off his share of AB'a loss ugainst the profit of his individual business.

A carries on one business as a partner in the firm AB and another business as a
partner in the firm AC.

If firm AB makes a lcss, and firm A( makes s profit, A is allowed to met off

hisﬁahare of AR's loss aguinst AC's profit up to the amount of his share in that
profit.

This interpretation of the exisiing Rule has been followed in the clause.”

Buch are the liberal provisions in the United Kingdom law, and I am
told also, Sir, that a similar provision exists even- in Ceylon, nearer to
India, and 1 ask if what has been extended to Ceylon should now be denied
to the parent country, India. I hope that if the Government really intend-
ed that the benefit of this provision should accrue to the assessee, then it
is desirable that the losses of one line of business should be allowed to be
set off against the profits of another line of business. I do not think there
would be much loss of Government's revenue if this is allowed. After all,
if this is not allowed, the provision can only benefit the very big businesses
und big businessmen who carry on only one line of business and get immense
profit or immense loss as the case may be but in respect of the small busi-
nessman who has got to change his lines of business as circumstances require
it is very desirable that the benefit should be extended to him so that he
may really enjoy the benefits of this provision.

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

“That in clause 26 (4! of the Bill, in the proposed sub-section (2), the words
‘from the same business, profession or vocation' be omitted.”

- Mr, M. 8. Aney: Sir, | support the amendment and it is on a very
simple ground which 1 hope will be quite intelligible to my Honourable
friend, Mr. Chambers. Sir, 1 have more faith in his liberal interpretation
of our speeches than in any other Member of this House. My position is
this. Here in this Bill it is the total income of the individual that is being
tuxed. For the purpose of computing his total income, every item of in-
come that the man makes in all his business is pooled together and the total
inccme of the man is made up. If this is 8o, it does not stand to reason
why the losses made by that man in one business or in any other business
should not also be allowed to be pooled together and deducted from the total
income 8o that the net income only can be found out and on which alone he
rhould be taxed. Tf the bringing in of all of the man's income together for
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the purpose of income-tax is necessary, then the bringing in of all his losses
together for the sake of finding out his net income is also, in my opinion, u
perfectly logical and a mathematically correct proposition. But _there ‘is
only one thing. Those who wanu to get more monev in the name of a tax
this way or that way will introduce rules and make distinetions whioch
really bave no meaning in reality. What does it matter to the Income-tax
Department whether iy loss is in business A or business B? That Depart-
ament should be cOncerned only with the fact—what ig the net income |
have got with me which s available for taxation? '

An Honourable Member: That is provided for.

Mr. M. 8. Aney: Not in the year; when you want him to deduct the
loss and confine him to the loss in the same business and not carry it over
to be available for deduction out of the total income, it is not the same
thing at all. There is a difference, in my opinion. If so, I think logieally
there is good reason on the side of the smendient which iny friend, Mr.
Vencatachelam Chetty, has moved. Of course, the only difficulty is that
it is likely to give less money to the Income-tax Department at times. But
whether that should be a dominant consideration or whether we should pro-
ceed on what is really equitable, that is the point. Sir, I support the
A 2ndment.

The Honourable 8ir James Grigg: Sir, I would like to make an appeal
to the House to let us hasten slowly in this matter of the carry-forward of
losses. This has been a concession that has been demanded by business
interests for a great many years.

Mr. M. 8. Aney: We thank you for that.

The Honourable Sir James Grigg: . . . and you show your thanks by
wanting more like Oliver Twist—and it has been impossible to give it for
two reasons, the first being because it was impossible to incur the loss of
revenue, and secondly, we are proceeding to an unknown country and no-
body could tell how much any particular concession would cost; and the
potential loss of revenue from the indiscriminate allowance of losses is so
big that I make an appeal to the House to allow us to hasten slowly. What
the Honourable Member proposes is to allow a business loss to be set off
against all other income, even after they are carried forward. They are
allowed in the year of assessment, as the Honourable Member knows, but in
the clause as drafted they are not ullowed to be carried forward. I am
very frightened that to widen the scope of the clause might cause a greater
loss of revenue than I can afford and it has only been possible to give the
concession st al! by providing revenue from other sources to meet the cost of
it. If there were enough money for it, there is a great desal to be said for
this, if one was certain there was money to pay for it, but I hope that the
party opposite, after having ventilated this question, will not however press
1t to a division.

Mr. T. 8. Avinashilingam Ohettiar: Sir, I perfectly agree with many of
the arguments which the Honourable the Finance Member has advanced
hut I want to bring to his notice one matter. When a business is continued
there is a possibility of the loss in question being recoupad in one, two,
three, four or five years bul there is the question of a business which may
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be closed, because that may not have proved profitable, amongst so many
vther businesses. In those circumstances I do think it would be u denial
of the concession sought to be given under this clause if the man is not
sllowed to adjust his losses in the other business. 1 suggest to  my
Honourable friend that there is an amendment No. 410 which provides that
if a business is closed, then the man’'s losses may be adjusted to the in-
come from the other business; and I think, Sir, in justice, he should bhe
nllowed to adjust it out of the profits in his other business. I hope my
Honournble friend will see his way to accept that amendment.

The Honourable Sir James Grigg: Sir, it is exactly for fear of cases like
those which the Honourable Member, Mr. Avinashilingam Chettiar, has
put forward that I expressed the hope that the House would ailow us to
hasten slowly in this matter. Bir, it is precisely that kind of case which
should not be allowed. When a business is being discontinued and the
question is of carry-forward of the losses from the discontinued business and
setting it off against other income, it is precisely to avoid the possibility ot
there being a business in dud companies with a carry-forward of losses that
1 am sceptical of this provision, and after hearing from - the Honourable
Member the method proposed, my scepticism has increased.

Mr. Brojendra Narayan Ohaudhury (Surma Valley cum Shillong: Non-
Muhammadan): Sir, this small amendment has raised a very big question
of the exact principle of taxation. What are we going to tax? It is the
year's income. The point which next arises is this: shall we take into con-
sideration the capacity of the man in that year to pay? Suppose in the past
Year I had two businesses, one was known as A and the other as B. 1In
business A I incurred in the previous year a loss of Rs. 30,000 which T could
Dot write-off and in the current year I have made a profit only of Rs. 10,000
in business B and none in A. 8o, the losses of last year I have to pay for
either out of my accumulated capital or by loan. As regards my capacity to
pay this year, my income should be Rs. 10,000 minus the previous loss of
Rs. 80,000 a debit account. So, if I am asked to pay any tax at all, I will
have to pay it out of my capital or by loan. Are you going to levy on income
or you do not mind if sometimes the income-tax is a capital levy as in the
«<case I have cited? The Honourable the Finance Member may contend that
if he is to go on considering the previous losses, than his income-tax yield
may become very much less, because sometimes we do find that people
take up very hazardous business, speculative business and do make a profit
although they may have been incurring losses for previous few years. But
he is going neither this way nor that way. Had he refused to set off the loss
‘even against the same business, 1 could have understood it. How does he
make a distinction between the income or loss of the same business and
meome derived from or loss incurred in another business? Is the latter
marked coin and tainted like the police informer’s coin with which culprita
are decoyed. My income from this business and my income from the other
business will fetch me the same interest if invested and will have the same
purchasing power if I spend. (Bo, either do away with this *‘carry-forward
losses’’ business or allow it for all kinds of losses. There is no.sense in say-
ing carry-forward losses in the same business.

Babu Baijnath Bajorla: Sir, the Honourable the Tinance Member has
sccepted the equity of the arguments advanced by my Honourable friend,
Mr. Avinashilingam Chettiar, but he pleads that for financial reasons it is
not possible for him to accept this amendment. This amendment is worded
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rather in a wide sense because it allows the earry-forward of a business loss
not only to be set off against profit of any other business but also against
the income which may be derived fromn other sources as, for instance, in-
terest, property and other things. 1 think he should give his consideration
and accept amendment No. 406 which says ‘not from the same business but
from any business’. That is, from the same source if the source of income
is the same under the head ‘business’. So, a business loss should be allow-
ed to be set off against a business loss whether it is from the same business
or from any other business. 1 hope the Finance Member will give due con-
sideration to it.

Dr. 8ir Ziauddin Ahmad (United Provinces Southern Divisions : Muham--
madan Rural): Sir, I was not tuken in by the arguments of my Honour-
ehle friend who moved the motion, because I know that the Members of the-
Treasury Benches are very much afraid of politicians.

Mr, Sami Vencatachelam OChetty: May I intervene, Sir, and ask your
permisgion and the permission of the House to withdraw my amendment?

Dr. 8ir Zisuddin Ahmad: On a point of order, can an Honourable
gentleman withdraw his amendment when another Member is speaking?

Mr. M. 8. Aney: It is an importunt point of order. When a Member
in in possession of the House, is it open to any other Member to withdraw
his amendment ?

Mr, Deputy President (Mr. Akhil Chandra Datta): The ruling of the
Chair is that when a certain Member is on his legs and is in possession of
ihe House, the motion cannot be withdrawn.

Dr. Bir Ziauddin Ahmad: Then, 1 resume my seat.

The amendment was, by leave of the Assembly withdrawn.

Babu Baijnath Bajoria: Sir, I move:

“That in sub-clause {b] of clause 26 of the Bill, m the proposed sub-section (#),
for the words ‘the same’' the word ‘any"” be substituted.”’

8ir, I do not want to make a speech on this and 1 would request the
Honourable the Finance Member to accept it.

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

“That in sub-clause (b) of clause 26 of the Bill, in the proposed sub-section (f),
for the words ‘the ume' the word ‘nny’ be substituted.’

The Honourable 8ir James Grigg: Sir, 1 am not insensitive or insensible
t the appeal of the Honourable Member, but, apart from the general finan-
cial question about which I spoke on the last amendment, there is the eoat,
if I may so call it, which Mr. Avinashilingam Chettiar has let out of the
and it i8 covered by this amendment. That is, a8 company which is on 1its
death-bed and has a large amount of losses is bought up by a man who is
then able to carry forward the losses in order to reduce the rest of his
income. I cannot possibly ask the House to accept an amendment which is
going to start a new kind of industry intended to Euy up dud businesses.
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Mr, Deputy President (Mr. Akhil Chandra Datta): The question is:

“That in sub-clause {bL of clause 26 of the Bill, in the proposed sub-section (1),
for the words ‘the same' the word ‘any’ be substituted.” :

The motion was negdtived.

Babu Baijnath Bajoria: Sir, I move:

“That in clause 26 (b) of the Bill, in the pmﬂoled sub-section (2), all the 'words
beginning with the words ‘and a loss arising in the previous years' and ending with
the words ‘five years, respectively’ be omitted.’

Bir, the object of this amendment is to delete the following words:

“but no loss shall be so carried forward for more than six years, and & loss aris-
ing in the previous years for the assessment for the years .40, 1040-41, 1941-42,
19%2-43 and 1843-44, respectively, shall be carried forward only for ome, two, three,
four and five years, respectively.”

I do not know exactly why the provision has been made that the losses
during these years will be carried forward only for so many years. I think
this is also for financial considerations. In this connection, 1 would submit
that I am prepared that the carrying forward of the losses should be restrict-
ed only to three years instead of six years as is proposed in this section,
provided the period mentioned in section 34, which allows the re-opening
of the assessment to four yenrs and in certain cases eight years, is also re-
duced to three years. My Honourable friend, Mr. Aikman, need not be
surprised at this statement. 1 may tell him that I am speaking not only
for my Association in this matter but also for other Chambers of Commerce
and there is a principle involved also in this suggestion, i.e., the general
principle of limitation. They are definitely opposed to the re-opening of the
cuse under section 84 for more than three years. When I was making my
speech in the general discussion I was interrupted by the Honourable the
Finance Member and he asked: ‘“how do you claim your losses for more
than three years''. If the Honourable the Finance Member is prepared to
sgree that the losses should be carried forward for three years, the assess-
ment under section 34 should also be made for three years. In that case I
would be prepared to withdraw this amendment. I do not mean to say that
if this amendment is not carried, I would agree to four years or eight years.
As a matter of fact I will move that the section 84 should not be used for
more than three.years.

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

“That in clause 26 (b) of the Bill, in the proposed s:._lb-section (2), all the words
beginning with the words ‘and a loss arising in the previous years’ and ending with
the words ‘five years, respectively’ be omitted.”

The Honourable Sir James Grigg: The Honourable Member has made
a series of more or less unattractive offers, none of which T regret to say
are acceptable. At the beginning of my remarks on the amendment
to this clause I said that we have got to proceed very cautiously in this "
matter of carry forward of losses. The Honourable Member wants to-
throw in losses of the whole six years at once and that will increase . .

Babu Baijnath Bajoria: It will not have retrospective effect.
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The Honmourable Sir James Grigg: . . . . and the losses for the

. past six years will become operative at once. That is what you want. I

imagine that the effect of this will be certainly to double and probably

treble or quadruple the cost in the early years of the concession made. 1
gimply cannot afford it.

Babu Baijnath Bajoria: I beg leave of the House to withdraw the
ameudment.

A

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

Mr, XK. Santhanam: Sir, I beg to move:

“That in sub-clause (b) of clause 26 of the Bill, after the first proviso to the pro-
posed sub-section (#), the following further proviso be inserted :

‘Provided further that where an unregistered firm is assessed as a registered
firm under section 23, sub-section (5), clause (&), during any year, its
losses shall also be carried forward and set off under this section as if
it were a registered firm'."”

The scope of the amendment has been explained more than once, and I
content myself with moving it.

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

“That in sub-clause (b) of clause 26 of the Bill, after the first proviso to the pro-
posed sub-gection (2), the following further proviso be inserted :

‘Provided further that where an unregistered firm. is assessed as a registered
firm under section 23, sub-section (5), clause (b), during any year, its
losses shall also be carried forward and set off under this section as if
it were a registered firm'."’

The Honourable 8ir James Grigg: The Government accept this amend-
ment.

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

“That in sub-clause () of clause 26 of the Bill, after the first proviso to the pro-
posed rub-section (2), the following further proviso be inserted :

‘Provided further that whore an unregistered firm is assessed as a registered
firm under section 23, sub-section (5), clause (b), during any year, its
losses shall also be carried forward and set off under this section as if
it were a registered firm'.”

The motion was adopted.

Mr. M, Ananthasayanam Ayyangar: Sir, I beg to move -

*“That in sub-clause (b) of clause 26 of the Bill, in the second proviso to the pro-
Posad sub-section (2), before the word ‘firm’, occurring i second li wp rd -
registered’ be inserted.” in the line, the

The proviso reads:

ﬁ.rn:Pmﬁded" further that where a change has occurred in the constitation of »

I want to qualify the word ‘irm’ by ‘registered’. This i
that if there should be a succession to the ﬁglm even if ib‘bep?;“xr:;l??
tered firm, the losses ought not to be carried over to the succeeding firm.
I would restrict by this amendment the proviso to registered firmg in
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which case the assessment falls on the partners and in the case of &
change or addition to partners the losses have to be divided among the
other partners who come into being next year. Therefore, in the case of
& registered firm, there is a real change in the constitution of the firm.
In the case of an unregistered firm, it is treated as an entity. We will
take it, in its place there is a company and s shareholder may transfer
his share to another and a new shareholder may came into being. 8o
far as the directors are concerned, there may be a change of management
in which case, though several parts of the company might be changed
from time to time, the company is being treated as entity, and the losses
are allowed to be carried forward. Why should there be a difference
made in the case of an unregistered firm which is treated as a single
entity as if it was a person? I want this proviso to be confined only to
the case of registered firins where the partners are individually assessed
and the losses or profits are allowed to be carried forward so far as the
partners are concerned. -

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

“That in sub-clause {b) of clause 26 of the Bill, in the second proviso to the pro-
posed sub-saction (£), before the word ‘firm’, occurring in the second line, the word
‘registered’ be inserted.’

Mr, 8. P. Ohambers: Sir, I oppose the amendment. I appreciate the
intentions behind the amendment. I will put forward the point of view
of the Honourable Member so that I may get quite clear what he intends.
If there is an unregistered firm consisting of three partners and a fourth
partner is brought in and it remains an unregistered firm, then, technically
it is not the same firm and, therefore, the losses made by the first three
persons constituting an unregistered firm cannot be carried forward and
set off against the losses by the four subsequent partners who constitute
the firm at a subsequent date. I agree at once that as worded the Bill
does not provide for the carry forward in that case. But I think ¥ we
allow that not only do we allow a dangerous precedent but
we are also doing something which would encourage the
non-registration of firms where the shares are known, where they
are specifically determined and  where, presumably, for some
reason the partners are not registered. I cannot see that in a case of
that kind we ought to say these partners although they have failed to
register should have some benefit which the Bill only intends to give to
persons who have made losses and who specifically stated their shares of
losses. I suggest that it might be dengerous because you may get this
kind of thing happening. A firm consists of three persons and makes a
very heavy loss and practically becomes bankrupt. A fourth person comes
in .and, of course, he brings his business to this firm and he can then
get the losses made by the other persons set againgt his profits. In the
case of a registered firm we refused that and T think rightly. We sav that
A being a partner can set off the losses only against his own profits. Here,

* we should be conferring upon a firm which has failed to register a benefit
which we do not give to a registered firm. For these reasons I oppose the
amendment.

Mr.. K. Santhanam: Sir, I want one explanation. Suppose the firm
we have allowed as unregistered goes on many years and the loss of a

r2
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lakh of rupees has been accumulated and simply because somebody comes
in- is the whole loss not to be carried forward in the next year?

Mr, 8. P. OChambers: That would in fact be the position, and the illus-
tration I have just given shows why we should have that position. The
remedy is clear; the remedy is registration.

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

““That in sub-clause (&) of clause 26 of the Bill, in the second proviso to the pro-
posed sub-section (2), before the word ‘firm’, occurring in the second line, the word
‘registered’ be inserted.”

The motion was negatived.

Mr. M. Ananthasayanam Ayysangar: Bir, I beg, to move:

“That in sub-clause (b) of clause 26 of the Bill, in the second proviso to the pro-
posed sub-section (#), after the words ‘amother person’, oocurring in the fifth line,
the words ‘otherwise than by inheritance’ be inserted.”

Whatever might be said with respect to the change of the constitu-
tion of a firm, whether it is registered or unregistered, so far as an indi-
vidual is concerned, if the individual dies and is succeeded by his son,
I do not want that the carrying forward of losses ought to die with the
death of the individual. It ought to be carried over in the hands of the
son and he must be entitled to set off the losses against the profits that
may acerue. On the other hand if a man voluntarily transfers it to some
other person for consideration then he will take the losses also and sub-
ject to that the other man will take it, except in the case where it is trans-
ferred by inheritance. The clause may be allowed to stand as it is
because by purchase conslderaticn is there to that extent. Therefore, so
far as inheritance is concerned, I want this exception. 8ir, I move.

Mr. Deputy President (Mr. Akhil Chandra Datta): Amendment
moved :
*“That in sub-clause (b) of clause 26 of the Bill, in the second proviso to the

ro-
posed sub-section (2), after the words ‘another person’, occurring in the fifth IEM,
the words ‘otherwise than by inheritance’ be inserted.’”

Mr. 8, P. Ohambers: Sir, I oppose this amendment. The whole
scheme of the Act is to charge tax upon the person who gets the income;
and similarly we-have provided that the carry forward of lossgs should
be set off only against the profits of the same person. Here, we are asked
to make an exception, and it is not an exception in the case of a poor
person or & person in special difficulties. '

) hlr. M. Ananthasayanam Ayyangar: He may be poor or he may be
rich,

Mr. 8. P. Chambers: Yes, he may be poor or he may be rich. It is a
case of inheritance. 1T have tried to imagine the circumstances which will
make it more virtuous for &8 man to come into possession of a business
because his father has died than because he has bought the business.
For myself I cannot see that there is any reason why & man who has
:inherit.ed a business should have somebody else’s losses against his pro-

ts. .
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Bir Oowasji Jehangir: Who is the ‘‘somebody’’?

Mr, 8. P, Chambers: May be his father or his uncle or his grandfather
or grandmother. I cannot see why there should be any special reason
why such a person should get the losses set off when we refused it to
everybody else. Sir, T oppose the amendment.

Mr. Bhulabhai J. Desai: Sir, it is not at ull surprising that my Hon-
oursble friend does not-know the law and does not know the Indian law
particularly. The exception that is being made is a perfectly legitimate
one and a right one. In one case, of course, if you give it or sell it to
another, as my Honourable friend pointed out, you make over with the
losses that vou have suffered and a man who takes it over is an independent
person and he is not liable for the debts of the person whose firm if
was. I hope my Horlourable friend. the Law Member, will assure my
Honourable friend on the otfher side that, when a mah inherits -a
business, he is liable to pay the debts of that business incurred
by the father out of the assets which come to his hands. Whereas, on
the other hand, if a man has bought a business, he is not liable for the
debts incurred by his predecessor. For that reason I expected that in
this particular case at all events this would be accepted.

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

*"That in sub-clause (b) of clause 26 of the Bill, in the second proviso to the -
posed sub-section (2), after the words 'another person’, occurring in the fifth E;:,
the words ‘otherwise than by inheritance’ be ingerted.’’

The motion was adopted.

Mr. T. 8. Avinashilingam Ohettiar: Sir, 1 beg to move.
“Thst in sub-clause (b) of clause 26 of the Bill, to the proposed sub-section (#),
the following further proviso be added :

‘Provided further that if & firm converts itself into  limited company, such
that the identity of the firm and the shareholders is the same, the firm
shall be allowed to carry forward losses to be set off against subsequent

dividend income from the company’.
By this amendment I seek that when a firm is incorporated into a
limited company and the partners of the firm are the same as the share-
holders of the company, the losses incurred by the firm should be
allowed to be carried forward to the company. The fact that they have
changed in mere name should not affect the ability to carry forward losses,
for the reason that the people who are the partners of the firm and the
shareholders of the company are just the same.

In this matter I would like to point out the English law. The English

ep 2 BV makes a broader provision than the present one in that

* ™ they provide that where the shareholders are substantially the

same as the partners of n company, even then the losses may be carried

forward. The provision that I seek to incorporate is much stricter than

the English law. 1 would like to point to section 30 of the English
Finance Act of 1927—the relcvant portion reads as follows:

“If where a business carried on by any individual or by any individuals in
partnership has, whether before or after the passing of this Act, been transferred to a
'eom‘rgsny_ in consideration solelx or mainly of the allotment of shares of the company
to that individual or to those individuals, the provisions of section 33 of the Finance
Act of 1926 shall apply.”
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: The provisions of section 83 of the Finance Act of 1926 read as fol-
OWS : :

. ““Where a person has in any trade, profession or vocation carried on by him
either solely or partly, sustained a loss to be computed.. . . .

he may claim that any portion of the loss for which relief has not been given .
shall be carried forward and as far as may be, deducted or. .. .. "

By this provision of the English law they provide that when a private
firm has been converted into a limited company, the shareholders of the
company and the partners’ firm being the same, the mere change of
entity in a legal sense should not affect their right under section 24 to
carry forward their losses. I think it is a very just provision which
should be incorporated in our law also. I move. *

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

“That in sub-clause (&) of clause 26 of the Bill, to the proposed sub-section (),
the following further proviso be added :
‘Provided further that if a firm converts itself into a limited company, sﬂurcnl:

that the identity of the firm and the shareholders is the same, the
shall be allowed to carry forward losses to be set off against subsegment

L]

dividend income from the company’.

The HonoOurable Sir James Grigg: Sir, I do hope the Honoursble
Member will be satistied with the breach in the clause already made.
His Leader pleaded with some force, as I am bound to admit, that in the
case of inheritance it might be held that there was no substantial change
in the identity of the business.

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

It was acquired by inheritance and the liability for debts continues.
There is no doubt that the transmogrification of a firm into a company
changes the legal entitv and there you are embarking on a new principle
and one which I think should be deprecated. The Honourable Member
referred to the English legislation on the subject. I have some knowledge
of the circumstances in which that legislation was passed and I remember
the department of Inland Revenue were extremely uncomfortable about
the breach in the principle of continuity of legal entity which had been
made by that amendment and there is no doubt that they have been
embarrassed by that breach in the case of claims to widen the breach. I
think in this matter the House ought to be content with maintaining
the principle that only the same legal entity can carry forward the losses
and not try at this earlier stage in this experiment of carrying forward
losses to make a breach in it from the start.

Mr. T. B. Avinashilingam Ohettiar: Sir, I ask leave of the House to

withdraw the amendment.

The amendment was, by leave of the Assembly, withdrawn.
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Mr. President (The Honourable Sir Abdur Rahim): The question is:
““That clause 26, as amended, stand part of the Bill.”

The motion was adopted.

Clause 26, as amended, was added to the Bill.

Clause 27, was added to the Bill.

Mr. President (The Honourable Sir Abdur Rahim): The question is:
“That clause 28 stand part of the Bill.”

Mr. T. 8. Avinashilingam Ohettiar: Sir I move :

‘‘That after sub-clause () of clause 28 of the Bill, the following new sub-clause
be inserted : .

‘(c) to sub-rection (3) the following Explanation n‘hn.ll be added, namely :

‘Explanation.—When the deceased is a person having limited interest in the

estate and that interest terminates with his or her death the reversioner

or the remainderman will be }is or ‘her legal tative and the

estate in the hands of such reversioner or the remainderman will be

;i::tz;q to be the estate of the deceased person, for the purpose of this

I am sure, the Government will accept it, for it is to their advantage.

They are prepared to grab at the money wherever they can find a little.

Sub-section (3) of section 24B provides that the income-tax officer may,

by the issue of appropriate notice, make an assessment of the total income

of such person and determine the tax payable by him on the basis of such

assessment and f[or this purpose may require from the executor, etc., any

documents, etc., etec. I seek by this, where there is a limited estate

and where the tax has not been paid, that the money may be recovered
from the reversioner or the remainderman, Sir, I move.

Mr, President (The Honoursble Sir Abdur Rahim): Amendment
moved :
“That after sub-clapse (b) of clause 28 of the Bill, the following new sub-clauss
be inserted :
‘(¢) to sub-section (3) the following Ezplanation shall be added, namely :

‘Explanation.—When the deceased is & person having limited interest in the
estate and that interest terminates with his or her death the reversioner
or the remainderman will be his or her legal gpresentutive and the
estate in the hands of such reversicner or the remainderman will be
gxei.;medot,'w 'lze the estate of the deceased person, for the purpose of

section’.’’

The Honourable Sir Nripendra Sircar (Law Member): Sir, I oppose this
amendment. My Honourable friend, Mr. Chettiar, has held out the
temptation that if this is accepted, it will mean more money to the Gov-
ernment. There is no more effective way of bribing the Government.
But, I submit that if the House will just pause for a moment to consider
the situation

M, Bhulabhai J. Desal: We will withdraw the amendment.

Mr, T. 8. Avinashilingam Ohettiar: I ask for leave of the House to
withdraw the amendment.

The amendment was, by leave of the Assembly, withdrawn.
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Mr. President (The Honourable Sir Abdur Rshim): The question is:
“That clause 28 stand part of the Bill."

The motion was adopted.
Clause 28, was added to the Bill.
Clause 29, was added to the Bill.

Wr. President (The Honourable Sir Abdur Rahim): The question is-
“‘That clawse 30 stand part of the Bill.” A
Babu Baijnath Bajoria: Bir, I move:

“That clause 30 of the Bill be re.numbered as 30. (b), and, before the clause, as
80 re-numbered, the following be inserted :

30. (a) In sub-section (1) of section 25A of the said Act, the words ‘that a
separation of the members of the family has taken place and' shall be
omitted ; and after the words ‘Joint family property’, the words ‘or the
income thereof’ shall be inserted.’

This is an important amendment, and I would like the House to
give serious consideration to it, and not to laugh it out. This relates
to the division of property of a Hindu Joint family. 1 will read the
section as it will read after it is amended: ‘And if he is satisfied that
the joint family property or the income thereof has been partitioned
among the various members in definite portions, he shall record an erder
to that effeet’. It is the same as 419. 8Sir, assessees who live under
the Hindu joint family system are already suffering from several handicaps
80 far as the income-tax Bill is concerned, and I have already atated
it in some detail in my speech on the general discussion, and I will
speak more about it when the amendment to section 3 comes to be
discussed. Now, we have to prove to the satisfaction of the income-tax
officer that the property has been partitioned by metes and bounds.
8ir, in many cases it is absolutely impossible to comply with this demand.
If there are four or five members in a family, and they have got only
gne property, it is not physically possible to partition it into small units
or by metes and bounds.

Mr. K. Ahmed (Rajshahi Division: Mubammadan Rural): Then sell it.

Babu Baijnath Bajoria: Please be quiet. Then, it is not possible to
divide it into four or five parts. What is generally done is that in the
deed of partition it is mentioned that each partner will get one-fourth
or one-fifth share of the income of the property, and if the house is
rented out to another person, then the rent which is derived from that
property will be divided and credited to each partner according to his
share. This is the best which can be done. What is wanted is you
must divide the property into small units or parts. The Leader of the
Opposition says it i8 not so, but, Sir, I have been not only informed, but
1 know from personal experience that Income-tax officers have insisted
on this. They ray that by division the partners must live separately,
they must have separate hearths, separate places of worship and so on.
It is only to avoid ull this harassment that 1 have tabled this amendment.
When the members of a Hindu joint family decide to divide their
ancestral property, they just divide it among themselves by a deed of
partition, and if they decide that the income should be divided, then
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they should get the benefit of this legislation also. 8ir, I would request
the House with all the emphasis I can command to kindly consider this
smendment seriously and accept it.

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

moved :

“That clause 30 of the Bill be re.numbered as 30. (b), and, before the clause, as
80 re-numbered, the following be inserted :

30. (a) In sub-section (1) of section 25A of the said Act, the words ‘that a
separation of the members of the family has taken place and’ shall be
omitted ; and after the words 'Joint family property’, the words ‘or the
income thereof’ shall be inserted.”

Mr. T. S. Avinashilingam Ohettiar: Sir, In this connection I would
like to point out to the House and the Finance Member that there is
redl harassment which some of the assessees suffer from at the hands
of income-tax officers, and this is because some words are found in this
section. Tt is said here that the Income-tax officer, before making an
order, must satisfy himself; thut is to say, he should satisfy himself
that a separation of the members of the family has taken place and
that a joint family property has been partitioned among the various
members. Under the Hindu law and under the decisions of the Privy
Couneil it is not nccessary for a Hindu joint family, to be partitioned,
that it should be partitioned by metes and bounds, but the words found
here are constuntly taken by the Income-tax officers to mean that the
property must be partitioned by metes and bounds, and there must be
separate worship, separate messing and so on, which is not warranted
by the Hindu Law or by the decisions of the Judicial Committee of the
Privy Council. So, Sir, there is 'a genuine case in which there is a
" lot of room for inisunderstanding by the Income-tax officers,
and the assessoes are put to various troubles. If the Govern-
ment are not able to accept the amendment of Mr. Bajoria, I
would request them to at least give us the assurance that, hereafter,
instructions will be issued to Income-tax officers to the effect that partition
by metes and bounds is not necessary in order to prove that a genuine
partition has been effected. I would like the Honourable Member to
'make this point clear.

Mr, M. 8. Aney: Sir, before the Honourable Member makes the point
.clear and takes up the hint that has been thrown at him, I should like
to say something for his consideration. Now all that the Income-tax
-officer has to know, in the case of a joint family, is this, whether the
joint family is separate or joint, and if he is satisfied that the joint
family is purtitioned, then he ought to feel that his requirements for
the purpose of Income-tax are satisfied and, nothing more is needed.
Now, there are two things mentioned here, and that has created the
-difficulty. Before he is ratisfied that a separation of the (amily members
has taken place and that the joint family has been partitioned, he
thinks that two conditions must be satisfied before he can apply this
section to the particular case. He does not know that these two condi-
tions in law virtually mean one and the same thing, 'and he, therefore,
puts a different interpretation upon the two different clavses. He
thinks by the term ‘*‘the separation of family members has taken place’
that an actual partition by metes and bounds has taken place, and
persons who live in different quarters, etc., come under the first clause.
As a matter of fact, the legal effect of separation comes into existence
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immediately the intention to separate is disclosed, that is, enough to
determine the status of separation of the members of the Hindu family.
Joint status of a iamily is altogether destroyed by the declaration. There-
fore, in my opinion, those words ‘separation of family members has taken
place’ are virtually redundant. If they are taken out, the Income-tax
Department will certainly not suffer at all, because they will be able
to know frum other things whether a joint family has been partitioned
. or not. And if they are satisfied on that point, then they will be able
to apply all that they want to do under this section.  Therefore, I
submit, without leaving this matter to instructions to be issued hereafter-
and so on, Government would do well in accepting the amendment which
has been moved, that these words should be taken out. The other words.
that he mentioned, namely, ‘‘joint family property’’ or ‘‘income thereqf’’
are more intended to illusirate the matter and even if the words are not
inserted, it would not matter much. But, so far as the first part of the:
amendment iz concerned, the deletion of those words ‘‘that a separation
of the memberg of the family has taken place” is necessary. The pre-
sence of those words has been a source of constant harassment to a
number of persons to prove the case of partition between them. We are
here to make a new law. We have, therefore, to take into consideration
the various conditions under which the law has  been enforced, the
defects that have been noticed. If at this time we do not take those:
defects into consideration and make the necessary amendment in the
law but leave the matter to be decided upon by mere instructions, we
probably leave untouched the very source of the evil which has been
the cause of torment and trouble to a number of assessees. I submit that
it would be better for the Government to accept the amendment moved
by Mr. Bajoria and put an end to the trouble that a thing like this
creates.

The Honourable Sir Nripendra Sircar: I submit that this amendment
is wholly unacceptable having regard to the policy of the Bill and
speakers who have preceded me have proceeded on a wrong assumption.
The assumption which is being made is this. .If accarding to Hindu law
a certain set of facts amounts to partition, then for the purpose of income-
tax the family will be regarded as a divided family. That is the funda-
mental fallacy. Under the law, as my Honourable friend, Mr." Aney,
has very rightly stated, what is wanted is 8 mere declaration, provided
it is unequivocal, of intention to divide, to remain separate, and that is
enough. Instead of reading long extracts, I may read one line from
Mulla’s Hindu Law:

‘ ‘;}A partition is an unequivocal indication of his intention by a member of the join%
amily. . . ...

Let us stop there for one moment. Is this present Income-tax Act
going to be that—provided Mr. Bajoria writes a letter to his brother,
‘“My dear brother, I declare that I want to be separate from you,”
whereas, in point of fact, their business is common and they have all the
other, may I use the word, symptoms of a joint Hindu family. . . .

Babu Baijnath Bajoria: But there is the provision that the income-
tax officer will make such enquiry as he may think fit, and if he is
satisfied it is all right.
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The Honourable 8ir Nripendra Sircar: The idea, as I understand, is
this. If a family is really divided, separate, their property has been
divided, then that is a family which will escape the provisions relating
to a joint Hindu family. We have no occasion here to enquire, what
in law or under the Privy Council decisions, amounts to a partition of
joint Hindu family. It is a question of policy and not a question of
discussing the law. I do not suggest'for a moment that the law which
was enunciated by my Honourable friends here is in any way incorrect.
Coming to the amendment here, what Mr. Bajoria wants is that if the
income is being divided then the family becomes divided. This is
pushing the doctrine to its extreme. That is to say, the members
continue as members of & joint family, they have their common mess,
théir common worship and common estate. All the three incidents are
still common. Yet, because they choose to divide the net income, they
will have to be treated for the purpose of the Income-tax Act to be separate
individuals and not members of a joint Hindu family. What thig will
really mean to the income-tax Department is & matter more for the
Honourable the Finance Member than for me. I do not know what the
effect of this will he, or what expenditure will be incurred, or what
trouble has got to be taken if this law is enacted or what the loss of
revenue will be. About that I cannot make any statement. That is
really within the province of my Honourable colleague. But what I
mean to point ‘out is this. Even under the decisions if the persons remain
joint in food, worship and estate but they simply choose to divide the
income—whelher that amounts to partition or not according to the
authorities, I think the Leader of the Opposition will corroborate me,
that it is always a question of fact as to whether a given set of circum-
stances amounts to a division or disruption of property. As my Honourable
friend, Mr. Bajoria, may remember, there are so many cases where it
has been held that a mere cessor of commensality is not conclusive on the
question of partition. That is, although the joint kitchen may have been
substituted by many and each member has his own kitchen, they are
cooking their food separately, they have ceased to be joint in mess, yet,
that is not enough on the question of partition, that is a question of
fact. But from the point of view of the Income-tax Act the policy of the
Act is, as I understand it, more limited. They have not in every case
got to make thess enquiries to find out what in law may amount to
partition. If, in fact, their properties are divided, they have separated
and the properties, e.g., if the properties have been divided by metes and
bounds, and not merely resting on a declaration of intention, and not
merely resting on the division of the income, then this Act will apply.
Perhaps my Honourable Colleague will be able to tell you what the conse-
quences will be if, as a matter of fact, in every case where there is a
declaration of intention the members of the joint family are taken to be
individuals to be assessed and not as members of a joint Hindu family.
Before I sit down, I would enquire from Mr. Bajoria, because we both
come from Calcutta, whether he is not aware of documents being executed
by some members of the community to which my Honourable friend bhas
the honour to belong, solely for the purposes of income-tax. . . . .

Bllfbn Baljnath Bajoria: You have greater knowledge about it than
myself.

The Honourable Sir Nripendra Sircar: . . . containing an unequivocal
declaration of a desire to separate, a desire which never culminates in:
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practice. The properties are undivided, the members live together, they
‘g0 on as before, but here is a registered document between A of the first
part and B of the second part, ‘we hereby unequivocally declare our
desire to separate’.

Babu Baijnath Bajoria: Drafted by yourself!

The Honourable Sir Nripendra Sircar: Some of them.

Mr. Bhulabhai J. Desai: I rise to address the House for a very limited
purpose, because I am not one of those who yet can speak about policies
-of Governments except in a very remote way. But the question of
taxation is essentially a question of taxing income. 1 do not think that
my Honourable friend suggests that it is a question of taxing the joint
-clothes and food of the women, and I do not know how he can distinguish
this question in the manner in which he has done it. The fact remains,
whether or not the joint family qua property—I do not deny that in Hindu
law joint in food, worship and estate is an expression which has almost
become so common that it took some time for the decisions in Courts to
say, you may have separation in estate without any other separation.
That is a correct legal position, not only legal position, but that is the
-correct position in reference to property. In other words, as soon as the
members of the joint family qua the property have a partition, may be in
some cases, according to my Honourable friend's information—I do not
say that they are not possible—by documents which are not intended to
be acted upon. T shull deal with that in a moment, but the point for the
foment is this. 1 do not see why it should be demanded that there must
be a separation of the members of the family. They must necessarily
quarrel. They must wear different clothes. That is an extraordinary
argument to be addressed to the House. They must not even meet
fogether. If they are found talking together and driving in the
game car, the income-tax officer will be able to say you are
a joint family. I think you ought to be a little more serious even
from the point of view of policy. After all, we must take a transaction
and a document to be bond fide unless it is proved to be a fraud. I have
no objection to any provision being made saying: unless the income-tax
qfficer has reason to believe or it is proved that the document is a faked
document. That is another matter. How can you prove the fact of
partilion except by a partition document? Here is a genuine document,
and once it is conceded, then the legal consequences are well known.
The shares become defined. You are partners in the eye of the law.
The shares connot be augmented or diminished by new births or deaths.

Now, we are told without any further proof that the members of the
joint family must necessarily separate in food and worship and estate.
I do not know what is meant by that. These words are not there. I
do not know what, this extraordinary income-tax dfficer is going to say,
is a separation. What is the kind of separation with which he is going

-to be sntisfied? Notwithstanding the fact that I have been a lawyer
for some vears, 1 am not one of those who will take every transaction to
be a mala fide transaction. That is entirely beginning at the wrong end.
‘Therefore, what 1 am submitting to the House is this—that the words
that the joint family property has been partitioned ought to be sufficient
for any honest purpose of taxation. I do not deny that, in a particular
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case, my Honourable friend may be able to prove that the letter which.
was written by Mr. Bajoria and which was well paid for was not intended
to be acted upon. That is another matter. One of the very first
elementary things that we learnt from Mr. Robertson, our Professor, was
that young men should not mix up partition and division by means of
metes and bounds. The two things are entirely different in the eye of
the law.

The Honourable Sir Nripendra Sircar: Assuming for the suke of argu-
ment that all that my friend has said is correct, may 1 draw his attention
to the words of the amehdment? Apart from the omission of the words.
about which my friend is making a submission, the amendment says:

“‘after the words ‘joint family property’ the words ‘or the income thereof’ shall.
be inserted.”

Mr. Bhulabhai J. Desal: While trying to be fair to myself, I wish
to be fuir to the other side also. All I am trying to point out is, once
you have.a proper document of partition, it does not matter whether you
live in the same house or not. Why should you say that people who.
have partitioned must necessarily quarrel and abuse each other. It is an
extraordinary argument.  What does my friend want? Does he want
physical separation? S8hould the husband go away from the wife. I de-
not know what they mean by the word ‘‘separation’’. Do they insist.
that the husbund and the wife should not live together?  Therefore, I
submit that to insist that there should be separation in food and worship.
is wrong, und contrary to law, and contrary to commonsense, and
contrary to the ordinary decency of families. Why should not partners.
in business have a conmon mess at which they can eat? They, of course,
contribute in their own proportions. My Honourable friend knows that
once a partition has taken place, no one can take more as compared with.
the others. Each contributes in his own proportion. In the non-
partition stage, one man may have ten children, and another only one.
Still the family bears all the expense. That is one of the conditions of
the joint family. There are advantages and disabilities. I am not
objecting to an inquiry as to whether the document in question is &
faked one or a genuine one. No faked document will do, however highly
paid for. T know it is sometimes done to evade tax. That is a different
proposition. Courts of law have held that in such a case the partition
document, not being a genuine one, was not intended to be acted upon.
The principle that my Honourable friend propounded was that because.
there may be a few dishonest people, therefore you must also catch the
honest people. Where is going to ba the limit in any scheme of taxation?

The Honourable Sir Nripendra Nath Sircar: May I interrupt my friend
for a minute ? His idea 8 that a partition being valid if it rests solely on a
declaration of the intention to separate; that case ought not to be hit by
the provision ?

Mr. Bhulabhal J. Desai: If it is genuine, yes.

. The Honourable Bir Nripendra Nath Sircar: The Honourable Member-
is contending that although there may be no partition by metes and bounds,
and nothing mort has happened than mere declaration of intention te-
separate, still it will be a partition, within the sector.
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Mr. Bhulabhai J. Desai: Yes.

The Honourable 8ir Nripendra Bircar: Then, 1 have nothing mmore to
#ay, a8 it is not a disputed question of law, but a question of policy. I
was suggesting that we would be quite willing to take out the words about
separation provided .after the partition it is added ‘‘partition by metes and
bounds'’ ar it is made clear that cases resting on mere declaration of inten-

tion are kept out.

Mr. Bhulabhal J. Desai: My Honourable friends at least concede that
there need not be separation in worship and food. Now, wé come back to
property. A partition is nonethe'ess a valid and genuine parfition whether
it is divided by metes and bounds or not. Does not. my Honourable friend
know of cases of two or three persons owning o house? Has it ever been
required that it should be separated into so many tenements? My Hon-
ourable friends themselves carried an amendment that an association of
persons who are owners of property shall be taxed on their own proportion
of the share in the property. Now, a divided Hindu family is an association
of persons holding property in definite shares. They have already done it
here in this House, there is an amendment passed by which, in the case
of an association of individuals holding property in definite shares, each
one of them will be tuxed on his own share; and in the net result of a
genuine partition—you can question the authenticity, that is another mat-
ter—but 1 am assuming thmt it is perfectly genuine, that they have not
broken the walls and so on. I would put it to my Honourable friend whe-
ther there is any distinction between an association of individuals holding
property in definite shares and divided members of a Hindu family. Sup-
pose we three of us buy a property, myself, Mr. Aikman and Mr. Aney, it
i8 not required that we must necessarily have three partitioned walls before it
is done. We may be letting out the property. The metes and bounds is a
matter which makes it still worse, because it can easily happen that in a
dwelling house you may divide it by metes and hounds, but, in the case
of a property which is only intended to produce income, I do not see
where the law comes in, that you must do it by metes and bounds. Why
must you do it? What the law requires is that you must divide the pro-
perty. Supposing there is a chawl, and thirty rooms belonging to each
brother, and it is said: ‘‘You must be taxed on a hundred, all of you toge-
ther unless there is a partition of thirty rooms each’’. My Honourable
friend is mistaken. I can well understand your going to the primitive stage
of an ordinary field, where perhaps the metes and bounds idea has some
.gense, but we are dealing with people belonging largely to urban areas who
"have varieties of kind of properties. That is an-expression which is a
purely physical one. Supposing we had a share of Sholapur mills. Does he
want that the parapets should be divided into three parts? 1 am amazed
at the idea of those wanting a provision which in law cannot possibly be
given and nobody can insist upon that. They can inquire as much as they
like whether the particular document in question is genuine. That T admit
but if the document is genuine, I hope this House will not be inveigled into
the belief that you want an actual division for the purpose of what other-
wiso any three other persons might hold as property. 8ir, T support the

amendment.

Babu Baijnath Bajoris: Sir, with the leave of the House T wish to with-
draw the second part of my amendment, and I wish only to move the first
portion of it, if there is no objection. (Cries of *‘There is no objection’’.)
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Mr. President (The Honoursble Sir Abdur Rahim): The question is:

“That clause 30 of the Bill be re-numbered as clause 30 (b), and, before the clause,
is 80 re.numbered, the following be inserted :

30 (a) In sub-scction (I) of section 25A of the said Act, the words ‘that s
( ]uparstion of the members of the family has tnkon’phoe and’ shall be
omitted’.’’

'The motion was adopted.

Mr. President (The Honourable Sir Abdur Rahim): The question is:
“That clause 30, as amended, stand part of the Bill.”

T'hie motion was adopted.

Clause 80, as nmended, was added to the Bill.

Mr. President (The Honourable 8ir Abdur Rahim): The question is:
*““That clause 31 stand part of the Bill.” '

Mr, B. Das: 8ir, I beg to move:

“That in sub-clause () of clause 31 of the Bill, in the proviso to the proposed sub-
section (#), after the word ‘assessment’ the words ‘for the previous year onmly' be
inserted.’

Bir, this amendment is very simple. I do not see any reason why the
income-tax officer should saddle the successor to the purchaser of a com-
pany with the consequences of action of the previous company or uny
partner so a8 to tax his successor for any income-tax that ought to huve
been assessed on any partner of the presdeding firm. 8ir, if this amendment
is not accepted, thereby the purchaser will be very much handicapped, and,
therefore, the successors thereby will be loaded with a very heavy liability
of the amount of tax to be recovered or due from the firm or any partner or
the partner who has succeeded to the business for a period of more than
one year in case proceedings for adjustment have not started under section
84 of the Act. That would mean for all outstanding assessments of the
purchaser, and, there may be cases pending.before the income-tax officer.
I, therefore, ask the Government and the Houss to accept this amendment
No. 422 and also the consequential amendment No. 423.

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

‘“That in sub-clause (3) of clause 31 of the Bill, in the proviso to the proposed sub-

;;s:md.(-?)' after the word ‘assessment' the words ‘for the previous year omly’ be

The Honourable Sir James Grigg: Sir, T understand the Honourable M
: ! Sir, em-
beu“i wishes to go_back to only one year instead of going back indefinitely,
;n thi;z. same point is raised in the next amendment, a consequential one.
am bound to say that my generosity has not received much encourage-

ment but, nevertheless, I shall persever G t Wi
these two amendments. pe e, and so Government Wwill accept

Mr. President (The Honourable Sir Abdur Rahim): The question is:
“That in sub-clause (3)

8 | _ of clause 31 of the Bill, in the proviso to the proposed
lmub-eec:ﬂ?’n (2), "after the word ‘assessment’ the words ‘for theppnvioul yesr only’ he

The motion whs adopted.
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Mr. B. Das: S8ir, I beg to move:

~ “That in sub-clause (b) of clause 31 of the Bill, in the proviso to the ;:m:ud
sub-section (2), ufter the words ‘recoverable from the person succeeding’ the w ‘in
respect of the previous year only’ be inserted.”

8ir, this is only a consequential amendment.

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

‘“ That in sub-clause (b) of clause 31 of the Bill, in the proviso to the pro
sub-section (£), after the words ‘recoverable from the person succeeding’ the words ‘in
respect of the previous year only’ be inserted.” A

The motion was adopted.

Mr. President (The Honourable Sir Abdur Rahim): The question is:
“That clause 31, as amended, stand part pf the Bill."”

The motion was adgpt.ad.

Clause 31, as amended, was added to the Bill.

Babu Baijnath Bajoria: Sir, I gave notice of an amendment this
- morning for the deletion of section 27 which will be inserted after clause
81. It was only this morning that the Honourable the Finance Member
agreed thai if the House wants to delete section 27, he will have no
objection. '

Mr. President (The Honourable Sir Abdur Rahim): Has this amend-
ment been circulated in any of the Lists? :

Babu Baljnath Bajoria: No, Sir, because it was only this morning
that I gave notice of this amendment.

Mr. President (The Honourable Sir Abdur Rahim): In that case, the
Chair cannot »llow that amendment to be moved.

Babu Baijnath Bajoria: But, 8ir, it has been agreed by all Parties.

Mr. President (The Honourable Sir Abdur Rahim): It must be cir-
culated to all the Honoprable Members. Tha Chair cannot allow it.

The question is:

“That clause 32 stand part of the Bill."

Babu Baijnath Bajoria: Sir, I move:

“That in sub-clause (a) of clause 32 of the Bill, in clause (b) of the proposed sub-
section (I), after the word ‘has’ the word ‘deliberately’ be inserted.”

The Honourable Sir James Gl‘.lg' : Am T to understand that the Hon-
ourable Member’s smendment reads like this: ‘‘deliberately without

reasonable, canse’'? ‘
[The Honourable Member (Babu Baijnath Bajoria) then did not proceed
with his amendment.]

Mr. President (The Honourable Sir Abdur Rahim): The Chair takes
i, the Honoursble Member does not want to proceed further with his

amendment
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Babu Baijnath Bajoria: BSir, I move:

“That in sub-clause (@) of clause 32 of the Bill, in the proposed sub-section (I),
for all the words beginning with the words ‘in the case referred to in clause (a)’
and ending with the words ‘accepted as the correct income’ the following be sub-
stituted : .

‘in the cases referred-to in clauses (g) and (b), in addition to the amount of
the income-tax and super-tax, if any, paysble by him, a sum not exceed-
ing half the smount of tax paynble or half the amaunt of tax, which
would have been avoided if the income as returned by such person
had been accepted nn the correct income and in the cnse referred to in
clause (c), not exceeding the amount of income.tax and super-tax, if any,
which would have Leen avoided if the income as returned by such per-

LI

son had heen accepted as the correct income’.

The operative part of myv nmendment is that for the default of sub-
clause (a) und sub-clause (b) the penalty should be 50 per cent. of the
amount of tux which would have been lost to the Government and in case
of sub-clause (¢) it should be 100 per cent. of the loss which would huve
occurred to the Government, whereas in thig Bill it has been proposed
that for all these offences there will be a uniform fine of 200 per cent.
Sub-clauses (8) and (b) have been inserted only in this Bill. There was
no penalty imposed under the present Act and T think that 50 per cent.
of the tax is a very deterrent penalty. As regards sub-clause (c), the
penalty proposed is 100 per cent. which is the same as at the present
moment. Besides these penalties, there will be other penalties which
will be imposed indirectly on the assessees. Sir, the law should be made
not to ruin the business or to ruin the person but to meet the ends of
justice. Hc should be allowed to carry on his business at least so that he
may pav up the penalty otherwise, if a man is caught, it will surely mean
the end of hia business. His registration will also be cancelled and he
will be faxed in an arbitrary fashion. So, T hope that this amendment
will be nceepted by the House.

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

“That in sub-clauge (@) of clause 32 of the Bill, in the proposed sub-section (1),
for all tho words bheginning with the words ‘in the case referred to in _clnuoe (a)’
and ending with the words ‘accepted as tha rorrect income' the following be sul-
stituted :

in the cases veferred to in clansea (0) apd (b). in addition to the amount of
the income-tax and super-tax, if any, payable by him, a sum not exceed-
ing half the amount of tax paynble or half the asmoumt of tax, which
would have been avoided if the income as returned by such person
had been accopted as the correct income and in ‘the -oase referred to in
clause (r), not exceelding the amount of incomse.tax snd super-tax, if any.
which would have been avoided if the income as reburned by sufh per-
son had been accepted as the correct income’.”

The Honourable Sir James Grigg: Sir, I have no doubt that on some
of the other amendments of this clause a good deal will be said on the
aubject of penaltier but I cannot really treat the present nmendment as
a serious contribution to this discussion.

Babu Baijnath Bajoria: Which of these amendments are you nrepared
to accept?

The Honourable 8ir James Grigg: T do not, therefore, propose to
unmask fullv mv batteries until more important amendments come along.
T will mention one case to show that the Honourable Member's suggestion
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[8ir James Grigg.]

is really not a just one. Supposing a man who comes within the cate-
gories of (a) and (b) has avoided income-tax for a period of ten years.
Under section 84, you can charge him tax for four years plus two years:
so, the penalty is only for six vears. He makes a profit on his misdeeds
and T do not think any system of penalties which enables the delinquent
to make a profit by cheating iz severe enough. 8ir, T oppose the
amendment.
N

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

“That in sub-clause (a) of clause 32 of the Bill, in the proposed sub-section (7).
for all the words beginning with the words ‘in the case referred to in clatse ‘(a)’
and ending with the words ‘accepted as the correct income’ the following be sub-
stituted : -

‘in the cases referred to in clauses (a) and (b), in addition to the amount of
the income-tax and super-tax, if any, payable by him, a sum not exceed-
ing half the amount of tax payable or half the amount of tax, which
would have been avoided if the income as returned by such
had been accepted as tie correct income and in the case referred to in
clause (¢), not exceeding the amount of income.tax and super-tax, if any,
which would have heen avoided if the income as returned by such per-
son had been accepted as the correct income’.’

The motion was negatived,

The Honourable Sir Nripendra Sircar (Leader of the House): Sir, T have
got to request you to order a sitting of the House on Saturday
the 10th December. Honourable Members can well realise
that if they sit on Saturdav, there is—T cannot put it higher than that—
the probablity that this Bill will be finished and T hope no Party will
thject to sitting on Saturdav.

5p. M.

Mr. M, 8. Aney (Berar: Non-Muhammadan): T think it is right that
the House should sit on Saturday. We shall probably be able to finish
the Bill earlier. '

Mr. Bhulabhiai J. Desai (Bombav Northern Division: Non-Muham-
madan Rura!): T support the proposal.

Mr. President (The Honourable Sir Abdur Rahim): Then the Hous>
will sit on Saturday next.

The Assembly then adjourned till Eleven of the Clock on Wednesdlay,
the 7th December, 1988.
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