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LEGISLATIVE ASSEMBLY.
Wednesday, 20th March, 1940.

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 QUESTIONS AND ANSWERS.

(a) ORAL ANSWERS.

RxpUcED RaTES OF FOOD AND REFRESHMENTS FOR RAILWAY EMPLOYEES.

462. *Maulvi Muhammad Ahdul Ghani: (s) Will the Honoursable
Member for leways be p]essed to state whether it is a fact, t.ha,t food and
refreshments are sold to railway employees at reduced’ tatés or half rates
of what they are sold at to the travelling public? If so, on which Rail-
ways ‘g?md at what varying rates for the employees and the travelhng
public

(b) I:Is 1t a fact that on Assam Bengal Rallway, Eum‘pean refreshment
rooms sell food to railway employaes at half the chargea charged irom
passengers ?

(o) Is such .concessmn made to railway employees by the Indian refresh-
ment rooms and the platform vendors?

(d) Is one anna a month charged as'rent from the European caterers
on Aasam Bengal Railway for catering rooms?

'I‘he Eonol.lrable Sir Andrew Clow: (a) Generally speaking, Refresh-
ment Room and Dining Car contractors have agreed to supply railway
employees with food at rates lower than' those sanctioned by the Adminis-
tration for charge to the public. As regards the second part of the
question, I understand that such contractors on all major railways give
concessional rates which vary approximately between 10 and 83 per cent.,
according to the nature of the meal supplied but that on some items of
refreshment no concespional rates are given.

(b) No.

(¢) On the assumption that the question refers 'to-thé: Assam Bengnl
Railway, the reply is in the negative.

(d) The Assam Bengal Railway charge a nominal rent of one anna-per
wronth.

Mr. Lalchand Navalrai: Why is it that this concession is made .to
them? Is it because they work as watch-dogs over them?

The Honourable Sir Andrew Olow: I do not think so. It is a long-
.atanding concession, and I presume it has some relation to the fact that a
;good deal of custom is secured thereby.

( 1686 ) A
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Mr, Lalchand Navalrai: May I have a definite answer from the
Honourable Member whether it is not a fact that this concession is given
to them because they are the Inspectors over their food? Is the same
concession being given to the other Inspectors also who actually inspect?

-The Honourable Sir Andrew OClow: I do not think it is a concession
covifined to Inspectors.

Maulvi Muhammad Abdul Ghani: Is it not a fact that they are being
given bribe? ’

The Honourable Sir Andrew Olow: Not when recognised rates are laid
down.

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

MEMORIAL SUBMITTED BY THE TRAIN CLERKS OF THE NORTH WESTERN

: _ Ramwway. :

463, *Shaikh Rafluddin Ahmad Siddiquee: Will the Honourable the
Railway Member be pleased to state whether he is aware that train clerks
of the North Western Railway submitted to the General Manager, North
Western Railway, memorials No. 12, dated the 3rd March, 1989, and

No. 13, dated the 22nd September, 1939, and if so, what action was taken
on those memorials?

The Honourable Sir Andrew Olow: As regards the first part, I have
seen a copy of memorial No. 13 submitted to the General Manager, North
Western Railway, by ‘the Trains Clerks Association. As regards the latter
part, Government have taken no action on the memorial which is address-
ed to the General Manager, North Western Railway.

Mr. M. S. Aney: What is the subject on which the memorial was
sent?

The ‘Honourable Sir Andrew Olow: From the memorial itself, it is
difficult to summarize precisely what the subject is. The general plea is
that ‘‘the Trains Branch should be made attractive so that nobody should
hesitate to go in” and it refers to previous requests.

ProvisioN oF UNIFORMS TO THE TBRAIN CLERKS ON THE NORTH WESTERN
RATLWAY.

464, *Shaikh Rafiuddin Ahmad Siddiquee: Will the Honourable the
Railway Member be pleased to state whether it is a fact that train clerks
on the North Western Railway have to work for major part of their time
in the yard in all sorts of weather and that, while the staff working with
the train clerks in the yards is provided with uniforms by the Railway,
the train clerks are given no uniform, although train clerks serving in other
Btate-owned Railways discharging similar duties are provided with uniforms,

and if so, whether Government propose to remove this grievance of train
clerks?

The Honourable Sir Andrew Olow: The answer to the first part is in
the affirmative. As regards the second part, the uniform issued to staff
on railways is laid down by General Managers and differs on different
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railways. On the North Western Railway, trains clerks are issued with
overcoats and, in some cases, with waterproof coats. As regards the last
part, the matter is one within the competence of the General Manager,
North Western Railway, and Government do not propose to interfere.

RETRENCHMENT OF SEARCHING-PORTERS IN THE DELH1 DIVISION OoF THE NORTH
WESTERN RAILWAY.

465. *Maulvi Muhammad Abdul Ghani: Will the Honourable the
Railway Member be pleased to state:

(a) whether searching-porters in Delhi Division, North Western
Railway, have been retrenched;

(b) if so, whether Government are aware that, as a consequence of
such retrenchment, train clerks have no one to show them
light when recording particulars of trains in yards at night
and that they have to carry the rnecessary registers, or cards,
writing material and lamps and are put to great inconvenience,
besides injury to their eye-sight and lungs done by the kero-
sinéz oil lamps which they have to carry for the purpose;
an

{c) if the above state of things exists, whether Government propose
to make some arrangements for light being shown to train
clerks when working in yards at night?

The Honourable Sir Andrew Olow: (a) Yes.

(b) I understand that where searching-porters were employed these
porters were utilised by trains clerks to carry their lamps although this
‘was not the purpose for which they were specifically provided. At stations
where searching-porters were not sanctioned, trains clerks have always
-~carried their own lamps. It is more convenient to have one’s lamp
.carried than to carry it oneself, but I have no reason for supposing that
the carrying of lamps produces the results suggested by the Honourable
Member.

(c) Trains clerks requiring them are each provided with hand lamps,
-and no other steps are contemplated.

Mr. Lalchand Navalrai: Does the Honourable Member know that
‘these train clerks carry the lamp in one hand and write with the second
‘hand with great difficulty? Will the Honourable Member, therefore, make
some arrangemient to give them some help so that they may be able to do
their work better?

The Honourable Sir Andrew Olow: I am not prenared to provide staft
for this purpose.

Mr. Lalchand Navalrai: Even when they undergo this difficulty?

The Honourable Sir Andrew Olow: Most Gcvernment servants have
“to face some difficulty and inconvenience in their service.

Mr. Lalchand Navalrai: If they carry the lamps also, there wili be
“loss of time, because they shall have to keep the lamps down and then
~write and that will take time? 9

A
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The Honourable Sir Andrew Clow: I have said in my answer that it is
more convenient to have one’s lamp carried than to carry it onesslf.

DEMOTION OF STAFF AS TRAIN CLERKS ON THE NORTH WESTERN RAILWAY.

466, *Manlvi Muhammad Abdul Ghani: Will the Honourable the
Railway Member be pleased to state:

(a) whether it is a fact that on the North Western Railway. staff
serving in other categoriés are frequently demoted as train
clerks, which very often has the effect of making senior train
clerks juniors of those demoted and blocking the formers”
promotion ; .

(b) whether the majority of train clerks in the North Western Rail-
way remain at the end -of the grade of Rs.. 830—3—60 for as
many a8 15 years and even more, and, if so,  whether Gov-
ernment propose to consider the advisability of amalgamating
grades 1 and 2, or, in the alternative of providing a larger
number of higher grade posts in order to create gn opportunity
of speedier promotion for train clerks;

(c) whether it is a fact that railway staff recruited on the basis of
, the same educational qualifications as train clerks has much
greater chances of promotion than train clerks, and, if so,
whether Government propose to take steps to bring train
clerks up to the level of other subordinate staff in the matter
of promotion; and : o

(dj whether it is a fact that on other State-owned Railways (East
Indian Railway, Great Indian Peninsula Railway) train clerks
are promoted to Interchange Stock Verifiers and Tracers,
while on the North Western Railway such promotion is denied
to train clerks, and is given to the General Manager’s office
clerks, in spite of the fact that train clerks possess better
experience of the kind of work entrusted to Interchange Stock
Verifiers and Tracers; and, if so, whether Government pro-
pose to throw open such promotions to train clerks?

The Honourable Sir Andrew Clow: (a) No. Such cases are rare.

(b) The answer to the first part is in the negative. The second part
does not, therefore, arise, but I would refer the Honourable Member to
the observations on this subject made in my reply to Mr. Joshi’s cut
motion on 26th February.

(c) Prospects of promotion depend on many factors and are not
governed by the educational qualifications of the staff recruited. It is not
practicable to ensure equal chances of promotion to. staff with the same-
educational qualifications in different departments or divisions of the
Railway.

(d) The normal channel of promotion for out-door clerks is laid down:
in the rules for the recruitment and training of non-gazetted staff omn
State-managed Railways, a copy of which is in the Library of the House.
On the Eastern Bengal Railway, there are no Interchange Stock Verifiers
or Tracers. On the East Indian Railway, trains clerks are not denied pro-
motion outside their normal avenue provided thev are suitable, and they
are -eligible for promotion as Junction Stock Verifiers. On the Great
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Indian Peninsula Railway, Head Number Takers, who are in the normai
<hannel of promotion of Number Takers, who correspond to trains clerks,
may be promoted as Stock Verifiers. On the North Western Railway,
Interchange Stock Verifiers are drawn from staff with a knowledge of the
Conference Rules relating to the interchange of stock between Railways.
Trains clerks do not generally possess this qualification. The latter part
does not arise. :

Maulvi Muhammad Abdul Ghani: May I know what are those other
factors which weigh with Government in giving.promotion to. the clerks?

The Honourable Sir Andrew Olow: 1 said it depends on many factors.
Experience is obviously an important one: capacity to do the work, which
is not necessarily related to the educational qualifications, is another.

PROMOTION OF TRAIN CLERKS TO GUARDS’ PosSTs oN THE NORTH WESTERN
' Ramwway.

467. *Maulvi Muhammad Abdul Ghani: Will the Honourable the
Railway Member be pleased to state whether promotion to special ticket
-examiner’'s posts on the North Western Railway is confined to ticket col-
lectors only and, if so, whether Government are prepared to consider the
nature of train clerk’s work and experience, and confine promotion to the
posts of guards to train clerks only?

The Honourable Sir Andrew Clow: The answer to the first part is in
the affirmative. As regards the se¢ond part, the matter is one within the
competence of the General Manager, North Western Railway, to decide and
‘Government do not propose to interfere.

REVISION OF THE PAY OF THE SUBORDINATE STATION STAFF ON THE NORTH
' WESTERN RAILWAY.

488. *Maunlvi Muhammad Abdul Ghani: Will the Honourable the
Railway Member be pleased to state:

(a) whether it is a fact that the subordinate station staff on the
North Western Railway has to work gemerally for 56 hours
in a week and may have to work for 60 hours while clerks in
other Government offices work for 36 hours a week;

{b) whether subordinate station staff gets no public holidays while
clerks in others Government offices do; and

(c) whether Government propose to revise and enhence the pay and
grades of subordinate station staff so as to compensate them
for loss of holidays and for more working hours?

The Honourable Sir Andrew Olow: (a) and (b). Subordinate station
staff are normally governed by the Hours of Employment Regulations and
their attendance on public holidays is dependent or. the nature of their
work. The hours of work for clerks in Government offices vary from office
to office; but such staff do normally get public holidays.

(c) No. The scales of pay of non-gazetted subordinate staff are fixed
'by the General Manager taking into due consideration the nature of the
work and the hours of duty.
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ADVERSE TREATMENT OF THE OLD EAST INDIAN RAILWAY STAFF TRANSFERRED
co 170 THE NORTH WESTERN RAmILwayY.

469. *Bhai Parma Nand: Will the Honourable Member for Railways.
please refer to starred question No. 790, regarding adverse treatment of
the old East Indian Railway staff transferred to the North Western Rail-
way, answered on the 28th February, 1939, and state when the reply to
parts (e) and (f) of that question may be expected?

A

The Honourable Sir Andrew Olow:. The answer was laid on fhe table of
the House on 6th February, 1940.

SENIORITY OF OERTAIN STAFF TRANSFERRED TO THE NORTH WESTERN RAILWAY.

470. *Bhai Parma Nand: (a) Will the Honourable the Railway Member
please state whether it is a fact that the seniority of certain old East
Indian Railway Station Mausters or Assistant Staticn Masters, taken over
by North Western Railway before 1927 and retained afterwards, has been:
fixed on the system referred to in the reply to starred question No. 790,
dated the 28th February, 1939, from 1917 and of others from 1920, whereas..

under the East Indian Railway system, the latter staff ranked senior tc.
the former?

(b) Are Government prepared to order an investigation and a re--
arrangement of the order of seniority?

The Honourable Sir Andrew Olow: (a) I presume the Honourable Mem-
ber refers to the Station Masters and Cabin Assistant Station Masters,
belonging to the D. U. K. portion of the East Indian Railway, which was
taken over by the North Western Railway in 1925. If so, the answer is
that all Station Masters were treated on similar lines, and all Cabin Assist-
ant Station Masters were treated on similar lines; but the latter were
not senior to the former on the East Indian Railway, although they could
reach a higher maximum pay. Under the arrangement made none of
the latter were granted seniority as Station Masters from a date before-
1920 whereas those actually in the Station Masters’ grade could count:
seniority from earlier dates, if their position in the Station Masters’ scale-
was such as to justify that.

(b) No.

SELECTION OF CANDIDATES FOR THE POST OF TRAFFIC INSPECTOR ON THE:
NorTH WESTEEN RArLway.

471, *Bhai Parma Nand: (a) Will the Honourable the Railway Member-
plesase state whether it is a fact that on the 8rd July, 1989, a Central
Selection Board was held at the General Manager, North Western Railway
Office, Lahore, to select candidates for the post of Traffic Inspector?

(b) If so, how many appeared before it and how many were selected?
Was the selection based on communal representation of the employees in:
this cadre? How many members of each community were seleected and
for how long will the results of this selection remain valid?

. (c) Will Government please state if there is any standard of minimuny
educational qualifications for these appointments laid down or observed?

How many of the gelected candidates were non-Matrics, Matrics or its
equivalent standard, or graduates?
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(d) Is the Honourable Member prepared to enquire from the General
Manager of the said Railway as to what is the system of calling ¢andidates
from each division for such Central Selection Board? Do the divisions
hold their own Selection Boards, or individual officers nominate? -

(e) Does the Honourable Member propose to ask the General Manager,
Narth Western Railway, Lahore, that, as the standard of selection differs.
with individuals, all candidates having eligible qualifications should be:
granted a chance to appear before the same Selection Board to warrant.
uniformity of tréeatment and not selected at different centres with different:
mémbers of the Board as the latter course causes differential treatment?

i

The Honourable Sir Andrew Glow: (a) to (d). I have called for informa-
tion and will lay a reply on the table of the House in due course.

(e) I have no such proposal under consideration.

"Mr. Lalchand Navalrai: ‘May I know from Government whether it is
the policy of Government to take Inspectors from Station Masters and
others, and not by direct recruitment?

The Honourable Sir Andrew Clow: Speaking from memory, they are
generally recruited from Station Masters..

KipNAPPING OF MumAMMAD SaLmM Kuax, Excise SuB-INSPECTOR, NORTH-
WssT FRONTIER PROVINCE.
$472. *Maulvi Abdur Rasheed Chaudhury: Will the Secretary for
External. Affairs kindly state:

(8) when Muhammad Salim Khan, Excise Sub-Inspector, North-
West Frontier Province, was kidnapped by the trans-border
dacoits ; ' ’

(b) the circumstances in which he was kidnapped;

‘ (c) whether he is still in tribal custody; '

{d) the 'steps tiken by Government to secure his release, and' the
nature of the obstacles, if any, in the way;

(e) whether the tribesmen concerned have been and are demanding
ransom money from his father and other relatives; if so,
the amount demanded;

(f) whether Government propose to pay the ransomm money and
secure his release; and

(g) when he is likely to be released?

_Mr. 0. K. Caroe: (a) On the 8th January, 1940.
( i topped by raiders on & road in the Hangu Sub-
Div(i:)i)og “;cf)»ltg:r:els(:};ize ]%ist?i’ct vagd four persons, including Mul?ammad
Salim Xhan were kidnapped. -
(c) No. He was released on the .5th Mareh.
-(d) to (g). Do not arise.
1 should however add that it is understood that the captives’ relatives
in this case paid Rs. 2,300 to hostiles to secure his release.

+Answer to this question laid on the table, the qaestioner being absent.
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ARREST OF MuEAMMAD ALl KHAN OF JAHANGIRPURA, PESHAWAR CITY.

t478. *Maulvi Abdur Rasheed Chaudhury: Will the Secretary for
External Affairs kindly state:

(a) whether Muhammad Ali Khan, son of Mubammad Hussain
Khan, of Jahangirpura, Peshawar City, was arrested in June,
1939, under the orders of the Central Government;

(b) whether he is the authorised agent of the ez-King Amanullah
Khan of Kabul, to manage his estates in Peshawar district;

(c) the nature of the charge against him, and the law under which
he was srrested; : o

(@) how long it‘is proposed to detain him;

(e) waere he is being detained and why;

(f) whether he will be made to stand his trial; if so, where, when
and under what law;

(g) whether Government have fixed any allowance for his de-
pendents ; if not, why not;

(h) whether the management of the estate of ex-King Amanullah
Khan is suffering owing to his detention in prison; and

(i) whether Government are prepared to order his release?

Mr. 0. K. Oaros: Muhammad Ali is an Afghan subject and is being
detained under Rule 26 of the Defence of India Rules. It is not in the
public interest to reply to the Honourable Member’s question in moré
detadl.

LANGUAGE USED BY THE ALL-INDIA RADIO IN BROADCASTING.

474. *Dr. Sir Ziauddin Ahmad: (a) Will the Honourable Member for
Communications please state whether the All-India Radio has abandoned
the use of the word Urdu in its announcements and programmes as well as
in its publications and uses the word Hindustani in its place?

.. (b) Is such s language as Hindustani in existence in India?
(c) Is it the paliey of the All-India Radio to carve out.a new language

for Indians in addition to Urdu and Hindi, at the expense of both these
languages?

(d) Are Government aware that a great deal of propaganda is going on
in the country for some time agdinst the Urdu language?

(e) Is it not the policy of Government to keep neutral in such political
controversies? If so, are Government prepared to issue instructions to
the "All-India Radio, which is a Department of the Government, to
dbserve this policy and ‘not to’spoil the Urdu language by using unfami-
liar Hindi words and expressions which are foreign to the Urdu language
under the false name of Hindustani?

(f) Are Government prepared to issue instructions to the All-India
Radio to abstain from using the word Hindustani in place of Urdu? T not,
why not? )

tAnswer to this question laid on the table, the questioner being absent.
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The Honourable Sir Andrew Clow: (a) The term ‘‘Hindustani'' is
frequently employed by All-India Radio, but it is not correct to suggest
that the use of the word *“Urdu’’ has been abandoned.

(b) Yes.

(¢) No. The policy of All-India Radio is to endeavour as far as practi-
cable to use a vocabulary which is understood by the largest number of
listeners.

(@) No.

.. (¢) Government have o intention of taking sides in the political impk-
¢ations, if any, of what it regards as essentially a linguistic matter. I do
not agree that the Urdu language is being spdilt by All-India Radio, whose
policy it has always been:to avoid, as far as possible, unfamiliar words and
expressions, whatever their origin. .

(f) No, for the reasons I have already giver in-reply to part (b).

- Mr, Lalchand Navalrai: May I know from the Honoursble ‘Member
whether, in view of the fact that at present the announcers use Persian
words and also very abstruse words in their announcements which are not
very familiar to the public, he will make some sugestions to see that easy

words are used?

The Honourable Sir Andrew Clow: I am not prépared to avcept the
Honourable Member’s premises.

Mr. Lalchand Navalrai: Has the Honoursble Member been hearing
Hindi and Urdu announcements?

The Honourable Sir Andrew Olow: Yes, Sir.

Mr: Lalchand Navalrai: Has the Honourable Member been following
those abstruse words which are ;unintelligible ?

Mr. Precident (The. Honourable Sir Abdur Rahim): The Honourable
Member is raising a debate; he is not asking a question.

Dr. Sir Ziauddin Ahmad: May I know what difference  does the Honour-
able Member make betwen Hindustani on the one side and Urdu and Hindi
on the other? Will he also keep in mind the ‘rerharks of my Honourable
friend, Mr. Lalchand Navalrai, that the anncuncer does not use Urdu or
Hindi words, but high flown and abstruse Persian words?

" The Honourable Sir Andrew Olow: I think the All-India Radio is guided
by the definition given in the Linguistic Survey of India which, as the
-Honourable Member is aware, is:the standard work on the subject.  This
£8Y8 : o .

“Hindustani is primarily the language of the Upper Gangetic Doab and is aleo
the lingua fronca of India, capable of being written in bosh Persian and Devanagari
characters, and without purism, avoiding alike the excessive use of either Persian or
Banskrit words when employed for literature.’”’ K

Dr. Sir Ziauddin Ahmad: Will he define *“Urdu’’ also?

The Honourable Sir Andrew Clow: All living languages tend to change;
but I myself understand Urdu and Hindi as distinguished mainly by the
extent to which they use Persian and Sansktit words, respectively.”



1894 LEGISLATIVE ASSEMBLY [20rE Mar. 1940

Maulana Zafar Ali Khan: What is the difference between Urdu and
Hindustani?

Mr. President (The Honourable Sir Abdur Rahim): This controversy
cannot be settled in question hour. .

STAFF OF THE RATLWAY CLEARING ACCOUNTS OFFICE SUFFERING FROM
TUBERCULOSIS.

475. *Sardar Sant Singh: (a) Will the Honourable the Railway Mem-
ber please state the total number of deaths that have taken place amongst
the staff of the Railway Clearing Accounts Office, Delhi, ever since its
formation, from all kinds:of tuberculosis?

(b) Is he aware that this dreadful disease is’ spreading amongst the
staff of that office? If not, was any examination of the staff ever carried
out by the experts in:the disease and what were their findings?

(c) Is he now prepared to set up a board of expert doctors to report
on the general health of the staff of that office and to find out how many
of them are now suffering from tuberculosis at present in any of its
stagea? '

(d) How far has the location of the Municipal Tuberculosis Clinic in
close proximity to that office been responsible for spreading the digease
in that office ever since its location? T SRR

(e) Were any obje'cfions_ raised by the authorities of l_;hatﬁoﬂ:'_lge in
regard to the location of Municipal Tuberculosis Clinic next-door to that
office? If so, at what times and what were they? * =~ = '

(f) What does he propose 6 do to check ‘the’ difease in” that office?

(g) Is he prepared to have that office shifted' from ‘its présént bullding
to new Delhi, or to some other suitable site, or at least to have. the
clinic shifted from its present site and to stop further increase in the death
rate of the staff of that office from this disease? If not, why not? " -

The Honourable Sir Andrew Olow: (a). The total number pf daaths
reported to be due to tuberculosis since 1934 is eleven. Information prior
to 1934 is not readily available.

(b) In 1934, the District Medical Officer. North Western Railway, Delhi,
drew attention to the number of clerks in the Railway Clearing Accounts
Office seeking his advice for tuberculosis of lungs or pleura. In consulta-
tion with him the Director, Railway Clearing Accounts Office, drew the
attention of the staff to the need for paying more regard to ventilation and
cleanliness in the office and later it was thoroughly fumigated and cleaned.

No general examination of the staff was ever carried out by experts in the
diseases.

(¢), (f) and (g). There appears to be no increase in the incidence of the
disease and I am not satisfied that any steps are necessary, but the
medical authorities will be consulted regarding the question of the desirabi-
lity of having a medical examination of the staff employed in the Clive
Building. '

(d) It cannot be said that the location of the Municipal Tuberculosis
Clinic in close proximity to that office has emhanced the spread of the
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disease; on the contrary, the number of deaths reported as being due to it
amongst the staff during the period of three years before and after the
opening of the Clinic in November, 1936, is seven and four, respectively.

(e) The matter was referred by the authorities of the Clearing Accounts
Office to the Chief Commisioner, Delhi, in 1938 when the location of the
Clinic was under consideration. The Director of Public Health expressed
the opinion that there was no danger to public health from the location
of the Clinic at its present site and explained that it was neither a hospital
nor a sanatorium where patients are kept for a considerable’ l‘eng’tg of’
time and that one of its main activities would be to educate the public in
the methods of prevention of tuberculosis.

TONGAS PERMITTED T0 RUN FROM THE MEERUT CANTONMENT RATLWAY STATION.

476. *Bhai Parma Nand: (a) Will the Honourable the Communica-
tions Member be pleased to state whether it is a fact ‘thal’ there is a
tonga-shed just outside the Railway Station, Meerut Cantonment? It
g0, 15 it taken on rent?’ '

(‘b) Is it a fact that a special licence for running a tonga is needed
by the tongawalas?

(c) Is it a fact that not more than 15 tongas are permitted to run from
the Cantonmment Railway Station, Meerut?

(d) If the answer to part (c) be in the affirmative, are Government
aware that it causes trouble and annoyance to the passengers?

The Honourable Sir Andrew Clow: Enquiries are being made from the
Railway Administration and a reply will be laid on the table in due course.

NoN-RECRUITMENT OF MUSLIMS TO CERTAIN PosTs ON THE BoMBAY, BARODA
AND CENTBAL INDIA RAILWAY. '

477. *Maulvi Syed Murtuza Sahib Babadur: Will the Honourable-
Member for Communications be pleased to state if it is a fact that no.
recruitment has taken place since 1922, of Muslims in the Bombay,
Baroda and Central India Railway, as Assistant Signal Engineers, Signal
Inspectors, Assistant Signal Inspectors, Head Mistries, Sub-Inspectors-

and Head Fitters? If not, why?

The Honourable Sir Andrew Olow: With your permission, Sir, I propose
to reply to questions Nos. 477, 478 and 479 together. Theése relate to
details of administration on a Company-managed Railway in regard to

" which Government have no information other than the communal returns of
recruitment published in the Report by the Railway Board on Indian Rail-
ways. Under the terms of the contract, the Bombay, Baroda and Central
India Railway has full powers in regard to recruitment of staff. It has
agreed to conform to the principles of the Government of India’s Resolution
of 1934 on the subject of recruitment of minority communities; but the-
percentages fixed in accordance with that Resolution apply to the railway
as a whole and not to particular categories of staff. I am, however, send-
ing copies of these questions to the Agent & General Manager, Bombay,
Baroda and Central India Railway, for such action as he may consider

necessary.
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Dr. Sir Ziauddin Ahmad: Do I understand from the Honourable Mem-

ber that in this House we cannot ask any question about Company-managed
Railways?

The Honourable Sir Andrew Clow: Honourable Members are entitled to
-ask questions, if they are admissible.

H!Preﬁdant (The Honourable Sir Abdur Rahim): The question has
been fully answered. Next question.

‘NoN:RECRUITMENT OF MUSLIMS TO CERTAIN PosTs oN THE BoMBay, BARODA
AND CENTRAL INDIA ‘RAmLWAY. '

1478, *Maulvi Syed Murtuza Sahib Bahadur: (a) Will the Honourable
the Railway Member be pleased to state whether it is a fact that there hag
‘been no recruitment of Muslims in the Bombay, Baroda and Central Indis

Railway as Watch and Ward Inspectors, Sub-Inspectors, Chief Overseers
and Office Clerks?

(b) If the answer to part (a) be in the affirmative, what is the reason?

(e) 1t it is a fact that some educated Muslims have been taken as
watchmen on the understanding, atier representation made to the Agent,
that they will soon be promoted to higher grades and that the further
recruitment of Guzratis and relatives of the Watch and Ward Assistant
Superintendent would be stopped? 1f so, from when will this take effect?

MusLiM WATERMEN ON THE BoMBAY, BARODA AND CENTRAL INDIA RAILWAY.

1479, *Maulvi Syed Murtuza Sahib Bahadur: Will the Honourable the
Railway Member be pleased to state whether it is a fact that on the
Bombay, Baroda and Central India Railway no Muslim waterman is given
preference to become a permanent Muslim bhishti (waterman)? If so,

why?

Hours oF WORK OF THE STAFF ON THE BoMBAY, BARoDA AND CENTRAL
INDIA RAmLWAY.

480. *Mauivi Syed Murtuza Sahib Bahadur: Will the Honourable the
Railway Member be pleased to state whether it is a fact that the railway
staff in the North Western and East Indian Railways works eight hours
8 day whereas all the railway staff in the Bombay, Baroda and Central
India Railway has to wark twelve hours a day? If so, why?

The Honourable Sir Andrew Clow: 56 hours per week may be taken as
normal for many classes of staff on the North Western Railway. The facts
are not as stated on the Bombay, Baroda and Central India Railway, to
which also the Hours of Employment Regulations are applicable.

tFor answer to this question, see answer to question No. 477.
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PROVISION OF RENT-FREE QUARTERS TO BLOOK MAINTAINERS ON THE NORTE.
WESTERN RAILWAY.

481. *Mr. Lalchand Navalrai: Will the Honourable Member for Rail-
ways be pleased to state :

(8) whether certain Block Mistries on the North Western Railway
were promoted to the posts of Block Maintainers with effect.
from 1st May, 1931 or subsequent dates;

(b) whether it is a fact that they were allowed the privilege of
rent-free quarters, if any of them was appointed to Railway
service prior to 1st August, 1928, in any capacity in the-
inferior service;

(c) whether it is a fact that these Block Maintainers promoted from
Mistries enjoyed the privilege of rent-free quarters till 31st:
August, 1931, when orders were issued by the Agent, North
Western Railway, Lahore, depriving them of the privilege of’
rent-free quarters;

(d) whether it is a fact that deductions from the wages of Block
Maintainers towards rent for occupying Railway quarters
were made only on three divisions of the North Western
Railway; if so, what was the reason for this discrimination;

(e) whether it is a fact that these men continued to send representa-
tions and as a result thereof they were told nide the General
Manager, North Western Railway, Lahore’s letter No. 540-
E./104, dated the 27th January, 1936, that, with the con-
currence of the Chief Accounts Officer, it had been decided
that Block Maintainers whose original appointment was that
of a Block Mistry, and if he had enjoyed the concession of
rent-free quarters prior to 1st August, 1928, the date from
which the Revised Rent Rules were brought into force, would
continue to enjov the privilege as Block Maintainers also;

(f) whether it is a fact that these Block Maintsiners were again
asked in May, 1939, to pay house-rent for quarters occupied
by them; if so, what was the reason for this change, since
their case was once decided with the concurrence of the Chief’
Accounts Officer;

(g) whether the Railway Board or the General Manager counter-
manded 1936 orders; and

(h) whether Government propose to allow the concession of rent-
free quarters to this class of staff as decided in 1986; if not,
why not?

The Honourable Sir Andrew Clow: T have called for information and will
lay a reply on the table of the House in due course.

DEVALUATION OF ASSISTANT STATION MASTERS’ GRADES ON THE NORTH
WESTERN RATLWAY.

482, *Mr. Lalchand Navalrai: Will the Honourable Member for
Railways he pleased to state :
(a) whether it is a fact that Assistant Station Masters’ posts on the
North Western Railwav have been devalued from grade V to
grade IV as they fall vacant;
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(b) whether it is a fact that a very large number of Assistant Station
Masters are officiating against these posts and drawing the pay
of grade V owing to their being in continuous officiating
service in these posts prior to their devaluation; if so, how
many such persons are officiating in grade V;

(c) whether it is a fact that, under the present rules, if an Assistant
Station Master, officiating in any of these posts, proceeds on
leave on average pay, or is taken ill and the period of such
absence is treated as leave on average pay, and on resuming
duty if he is put to officiate as senior Assistant Station
Master, he is relegated to the scale of pay in grade IV
Assistant Station Masters only, as the leave is considered to
constitute a break in officiating service;

{d) whether Government are aware that this has caused hardship on
the employees and they cannot enjoy any leave on average
pay for the fear of losing their grade in pay;

(e) what steps Government propose to take to ensure that no hard-
ship is caused on this account; if not, why not;

{f) whether it is a fact that most of these Assistant Station Masters
are officiating against permanent vacancies; if so, why they
are not placed on probation and confirmed after the usual
period of one year;

1g) whether it is a fact that officiating service also counts towards
probationary period, provided it is continuous; if so, whether
Government propose to direct confirmation of such Assistant
Station Masters who have been officiating against permanent
vacancies for more than one year; and

(h) if the reply to second portion of part (g) be in the negative, what
steps Government propose to take to end the suspense of
Assistant Station Masters officiating in these grades since
long; if not, why not? —~

The Honourable Sir Andrew OClow: (a) Posts of Assistant Station
Masters, grade V, were abolislied in October, 1938.

(b) Incumbents of grade V posts who had been confirmed or were
wcontinuously officiating prior to the abolition of the posts retain the pay
of grade V. as personal to themselves. There are 18 Assistant Station
Masters officiating in grade IV who are drawing the pay of grade V.

(c) Yes.
(d) and (e). The matter is under consideration.

___(f) As regards the first part, there are 10 permanent vacancies in grade
IV.  As regards the second part, the question of filling the vacancies is
under consideration.

(g) The answer to the first part is in the affirmative. As regards the
second part, I would refer the Honourable Member to the reply I have
;given to the latter part of part (f).

(H) Does not arise.
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TREATMENT OF BLOCK MAINTAINERS ON THE NORTH WESTERN RAILWAY aS
INFERIOR STAFF FOR PURPOSES OF LEAVE RULES.

., 483. *Mr. Lalchand Navalrai: Will the Honourable Member for
Railways be pledsed ‘to state:

(a) whether Block Maintainers on the North Western Railway were
tnlaated as members of inferior staff for the purpose of leave
rules;

(b) whether it is a fact that the Railway Board were pleased to treat
this class of staff as subordinate service employees for the
. purpose of leave, in 1934;

(c) if so, whether this will have effect from the date these men were
appointed as Block Maintainers; if not, why not;

(d) whether it is a fact that this change would involve only book
entries in the leave registers ‘o permit Block Maintainers to
accumulate leave as subordinates with effect from the date of
their appointment; if so, what is the reason for admitting
them to the subordinate leave rules only from 1st January,
1935, and

(e) whether Government propose to give them the benefit of Leave
Rules for subordinate staff with retrospective effect; if not,
why not? ' :

The Honourable Sif Andrew Olow: (a) Yes, prior to 24th December,
1934.

(b) Yes.

(¢) Yes, if their appointment is subsequent to 24th Décember, 1934.

(d) and (e). Government are not prepared to give retrospective effect
beyond 24th December, 1934, to the change for the purposes of calculating
leave, because they see no reason to credit men now with leave. whioch,
under the conditions of service as they then stood, these men did not earn.

CoMMUNAL COMPOSITION OF JOURNEYMEN APPOINTED IN CERTAIN SHOPS ON
THE NORTH WESTERN RAILWAY.

484, *Mr, H. M. Abdullah: Will the Honourable Member for Commu-
nications please state community-wise the number of journeymen appointed
by direct recruitment after the issue of Government of India Resolution of
1934 on the North Western Railway in the following shops, separately :

(1) Loco. Shops, Moghalpurs,

(2) Carriage and Wagon Shops, Moghalpura,
{8) Mechanical Workshops, Sukkur, -

(4) Karachi Division Sheds,

(5) Quetta Division Sheds,

(6) Multan Division Sheds,

{7) Lahore Division Sheds,

(8) Ferozepore Division Sheds,

(9) Rawalpindi Sheds, and

(10) Delhi Division Sheds?
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The Bohotrable Sir Andfew ®low: I'have celled for information - and
will lay a reply on the table of the House in due course.

A

CoMMUNAL COMPOSITION OF TRAIN CLERKS AND TICKHT COLLECTORS ON THE
NorTH WESTERN RATLWAY.
485, *Mr, H, M. Abdullah: Will the Honourable Member for Commu-

nications please state community-wise the number of Train Clerks and
Ticket Collectors in the following divisions of the North Western Railway :

(1) Lahore,
(2) Rawalpindi,
3) Fe_rozepiyn', v )
(4) Delhi,
(5) Multan,
"' (6) Karachi, and
(7) Quetta?

The Honourable Sir Andrew Olow: The returns submitted by Railways
regarding communal composition of staff are not given either by particular
categories or by divisions, and I understand that even in the returns sent
by divisions to the Headquarters office separate particulars are not given
of categories such as Ticket Collectors.. : I.regref, therefaye, that 1 gannot
furnish the information desired. .

RECRUITMENTS T0 THE TELEPHONE REVENUE OFFICE, DELHI.

486. *Bhai Parma Nand:{ (a) Will the Honourable the Communica-
tions Member be pleased to state whether it is a fact that the Telephone
Rewenue Office; -Delhi, is under the direct control of the Deputy Director
General, Finance, Posts and Telegrapbs, New Delhi, and that the recruit-
ment to the latter office is based on the communal ratio fixed for the cen-
trally administered departments? . . .

(b) Is it & fact that the rectuitment to the Ministerial Establishment of
the Telephone Revenue Office is based on the Punjab Modgi Retation?

() If the replies to parts (a) and (b) be in the affirmative, will the
Honourable Member please state-how he reconciles the position as regards
the recruitment to the T. R. G. Office on the basis of the Punjab Model
Rotation? How and when do Government: propose to rectify. the mistake ?

(d) If the reply to part’ (b) be in the negative, will the Honourable
Member please state how many appointments Were made to the ministerial
establishment of the T. R. G. Office in the years 1937-38, 1938-39, and
1989-40, giving the number of clerks so employed community-wise ?

The Honourable Sir Andrew Clow: (a)‘The reply to the first part is in
the negative.  The office is under the Direchor-General who is agsisted in its

supervision and control by the Deputy Director-General, Finance : that
officer has no separate office.

(b) Yes.
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(c) This: does .not wstrictly arise, but I would - cbeerve that there has
“been no mistake. Recruitment to this office, as. to, other offices: under
-the Director-General’s control, (excluding his headquarters office) is made
‘on thedbaais of the ratios fixed for the circle in which the offices are
- gituated. :

(d) Does not arise.

+COMMUNAL COMPOSITION OF CERTAIN STAFF OF THE BROADCASTING STATIONS
AT LAHORE AND PESHAWAR.

487. *Sardar Sant Singh: Will the Honourable the Communications
‘Member be pleased to state the number of Hindus, Muhammadans, Sikhs
.and others, holding various posts carrying salaries of Rs. 100 or more per
.mensem at the Lahore and Peshawar Radio Stations of the All-India Radio?

The Honourable Sir Andrew Clow: 12 Hindus, 7 Muslims and 1 Sikh
.at Lahore, and 5 Hindus and 3 Muslims at Peshawar,

«CoMMUNAL COMPOSITION OF OERTAIN STAFF OF THE BROADCASTING STATIONS
AT LAHORE AND PESHAWAR.

488, *Sardar Sant Singh: (a) Will the Honourable the Communications
.Member please state whether Government are aware that there is not a
:single 8ikh employed as a Station Director, Programme Director, or Pro-
.gramme Assistant, anywhere in the All-India“Radio?

(b) If not, will Government be pleased to state the number of Hindus,
.Muhammadans, Sikhs and others employed on these posts at the Lahore
.and Peshawar stations and the period of their employment?.

The Honourable Sir Andrew Clow: (a) Yes.
"-(b) Does not arise. ' e

Sardar Sant Singh: Is it a fact that there have been several applicants-
for these jobs when advertised, and no Sikh was: ever taken?

The Honourable Sir Andrew Clow: I am not sure what job the
Honourable Member is referring to. . If he. refers. to the jobs mentioned
in part (a) of the question, my answer was in the affirmative.

Sardar Sant Singh: Why were Sikhs consldered to be disqualified for
‘these jobs?

A

The Honourable Sir Andrew Olow: It is not a question of disqualifica-
tion; these are selection posts and other candidates happened to be
:selected.

Sardar Sant Singh: How is it that during all these veurs that the
.department has been in existence, not a single Sikh could be employed
or come under selection?

The Honourable Sir Andrew Olow: Thie relates to individual selec-
tions, and, without going back over these, T could not give the Honourable

Member a categorical answer. ]
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Non—Bnommma ‘QF Pnoammm RELATING m Smkn Onrri'un

489. *Sapdar Sant Singh: (a) Will the Honoursble the Commumcatlona-
Member please sfate wh h.er Government are aware that a good deal of
matter broadcast from the various Radio Stations relates to the culture of
various communities ?

(b) Are Government aware that there is a good deal of dissatisfaction
among the Sikhs, because very little useful material is broadcast by the
Adl-India Redio in the Punjabi-lariguage or concernmg' the Sikh culture? '

The Honourable Sir Andrew Clow: (a] Yes
(b) No.

Mr. Lalchand Navalrai: In view of the fact that broadcasting is done

in several languages, will the Honourable Member consider the claims of
the Sindhi language also?

The Honourablq $ir Andrew Olow: This question does not relate to
Sindhi.

Sardar Sant Singh: What did the Honourable Member mean when he
said that there was no dissatisfaction among the Sikhs for want of broad-

casting in the Punjabi language? What inquiries did the Department
make about this? '

The Honourable Sir Andrew Clow: I did not say there was no dis-
satisfaction. The question was whether I was aware of a good deal of dis--
satisfaction, and I said that I was not so aware.

Sardar Sant Singh: Will the Honourable Member make an inquiry
and propose some remedy ?

£l

The Honourable Sir Andrew Clow: I am prepared to take it that the
Honourable Member is dissatisfied; T do not know about others.

UNSTARREP QUESTIONS AND ANSWERS.

Crrrarx DUTIES PERFORMED BY THE ENQUIRY 'CLERES AT OERTAIN STATIONS:
ON THE Nonm WESTERN RATLWAY.

89. Mian Ghulam Kadir Muhammad Shahban: W:Il the Honourable-
Member for Railways be pleased to state:

(8) the number of (i) First Class and (ii) Second Class, tickets

issued, (iii) Reservation coupons given and (iv) enquiries.

attended to at the following stations on the North Western

Railway by enquiry clerks, from 1lst July, 1939 to 3lst
December, 1939.

(i) Amritsar,

(ii) Peshawar Cantonment,
(iii) Rawalpindi, and

(iv) Quetta; and

b) whether it ds proposad to have separate Reservation Glarks at
these stations?
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.. Fhe Honouwrable Sir Andrew Glow: (a) The irtformation required
tegarding tickets and reservations is as follows -

Tickets issued
. ! : . Reservation
‘Stiction - Coupans issued
1st 2nd Total
Amritser .. 186 2,416 2,602 181
Peshawar Cantonment . 815 2,671 3,286 1,087
Rawalpindi ' 1,171 3,096 4,267 2,586
Quetta . . . . 444 1,157 1,601 841

Figures for enquiries in respect of Peshawar are not available; if
reliable figures can be secured for other stations, they will be supplied at a
later date:

(b) No.

TICKETS ISSUED FROM THE HYDERABAD (SIND) RAILWAY STATION.

90. Mian Ghulam Kadir Muhammad Shahban: (a) With reference to
the reply to starred question No. 132, asked on 23rd February, 1940, will
the Honourable Member for Railways be pleased to state whether the
figures for tickets issued from Hyderabad (Sind) also include the figures
uf tickets issued to stations on other than the North Western Railway ?

. (b) If the reply to part (a) be in the negative, will the Honourable
Member please supply this informétion also? '

The Honourable Sir Andrew Olow: (a) No: I regret that further
inquiries have shown that these were not included.

(b) 68 first class und 2,063 second class tickets were issued from
Hyderabad for stations on other railways.

PROMOTIONS OF SHUNTERS ON m.l‘{om Wisteex Ratrway.

91. Bhai Parma Nand: (a) Will the Honourable Member for Railways
piease state how many grade IIf shunters on the North Western Railway
have been promoted to drivers in 19397 o ‘

(b) Will the Honourable Member state whether only 22 grade III posts
have been given instead of 83 as per answer to starred question No. 179 (¢)
put by Mr. Lalchand Nevalrai on the 14th September, 1939, i.e., ‘33
vacancies in grade IIT held in abeyance in 1934 have been recently
restored. '’

- The Honourable Sir Andrew Clow: (a) and (b). 26 shunters grade III
have been promoted to drivers’ grade III, since the restoration of the 88
vacancies in grade III held in abeyance since 1934 referred to in the repl
to part (c) of Mr. Lalchand Navalrai’s question No. 179 on the 14th Sep-
temnber, 1939. The promotion of a further seven men is under considera-
tion.

B2
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PosTs oF DRIVERS HELD IN ABEYANOE ON THE NORTH WE2STERN RAILWAY.

92. Bhai Parma Nand: (a) Will the Honourable Member for Railways
state -approximately-how much monetary loss has been sustained indivi-
dually by grade III staff (mostly Indians) on account of holding in abey-
ance 26 vacancies of this staff vide Agent, North Western Railway’s letter
No. 755-E./157-11, dated the 7th September, 1934?

(b). Does the Honourable Member propose to keep in view the loss sus-
tained by 45 promotions of grade IV drivers (of whom 100 per cent. were
Europeans) and compensate grade III Indians and sanction 11 more (as
stated in part (b) of the preceding question) plus 26 drivers’ posts (which
were held in abeyance)? : '

(¢) Will the Honourable Member please state how many grade IIT staff
have been debarred from Loco. Shed Foremen and Locomotive Inspecs
tor’s posts while holding 83 vacancies in abeyance?

(d) Is it a fact that grade IV drivers numbering nine have been pro-'
moted to Loco. Shed Foremen and Loco. Inspectors posts, instead of

those being given to grade III drivers whose vacancies were held in
abeyance?

The Honourable Sir Andrew Clow: (a) It has not proved practicable
to caleulate this ag the assurhptions which it would be necessary to' make
are too arbitrary to make aceuracy attainable.

(b) ‘The Honourable Member is referred to the ;eplsr to par£ (e) of Mr.
Lalchand Navalrai’s question No. 179 on the 1l4th. September, 1989, and
the reply to his own question No. 91 laid: on (the table today. It is not

proposed to restore imore than the 83 posts in grade ITI which were held
in abeyance in 1934.

(¢) None. Since posts of drivers, grade II.I, were held 'in abeyance, 11
drivers, grade IV, and six drivers, grade III, have been promoted to the
posts of Shed Foremen and Loco. Inspectorsi. - . A

(d) No. The Honourable Member is referred to the reply to paﬂs‘ (¢)
above. The holding of posts of drivers, grade III, in abeyance has made
no difference in respect of these pron.lotions.

IXNDIANISATION OF THE PoSTs OF 1.00c0. FOREMENX : AND INSPROTORS: ‘ON THE
NorTH WESTERN RAILWAY.

98. Bhai Parma Nand: (a) Will the Honourable Member for Réilways
please state how many Indians (Hindus, Sikhs and Muhammadans) are
working as Loco. Foremen and Locomotive Inspectors over ;the North
Western Railway? "

(b) If the reply to part (a) be nil (as given by Sir Thomas Stewart to
Mr. N. M. Joshi’s starred question No. 80 on the 18th March, 1938), deo
Government now propose to change the policy and Indianize this depart-
ment too, as promised, since qualified (i.e., T. 13 Course) Indians on re-
commendation rolls for such posts on the North Western Rglway are
available? T as

(e) Ts it a fact that all the sonior posts of all the departments’sver the
North Western Railwav are represented bv Indians except the ‘})dsts of
Loco. Foremen and Loco. Inspectors? If so, do Government now propose
to take early steps to promote Indians to the above posts?
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The Honourable Sir Andrew Olow: (a) On the 80th September, 1939,
the last date. for which information is available, there were none. :

(b) No question of change of policy arises. There is no racial discri-
mination in the selection of staff to fill these posts, and when qualified
Hindus, Sikhs-or Muslims become eligible for promotion they will be pro-
moted in due course.

(c) There. are Hindus, Sikhs or Muslims in the senior subordinate *
grades of the North Western Railway in practically all departments. As
regards the second part the Honourable Member is referred to the reply
given to part (b) above.

FILLING UP OF VACANOCIES OF FOREMEN FOR SHOPS BY INDIANS.

94. Bhai Parma Nand: (a) Will the Honourable the Railway Member
please state whether it is a fact that Foremen for Shops are generally
recruited direct from England?

(b) If the reply to part (a) be in the affirmative, will the Honourable
Member please state why Indians are not given a chance?

(c) Are the Railway Authorities now prepared to take Foremes for
Shops from Sheds and vacancies thus occurring be filled by qualified
Indians?

The Honourable 8ir Andrew Clow: (a) No, but it has proved necessary
to import a limited number of supervisory staff for the Mechanical Work-
shops of Railways, and 1 would refer the Honourable Member to the Pro-
cetdings of the Meeting of the Central Advisory Council for Railways, held
in Simla on the 16th September, 1939, and, the memorandum prepared for
+his meeting by the Railway Board.

.(b): Does not arise. B

(c) The class of work done n sheds differs from the class >f work done
in shops, and the transfer of foremen from sheds.to«shops, even if practi-
cable, would not obviate the necessity for the importation of a limited
number of foremen for shops until staff with experience in advanced
technical processes become available from firms in India.

WORKING OF MAIL AND ExrrEss TBAINS BY INDIAN DRIVERS ON THE NORTH
WESTERN RalLwayY.

95. Bhai Parma Nand: (a) Will the Honourable the Railway Member
please state whether grade IIT Locomotive staff belongmg to educated class
of Indians are not given chances to work on mail and passenger trains on
several divisions? If not, why not?

' (b) Is it a fact that grade III drivers are senior in service and more
experienced than grade IV drivers (Europeans) who were recently
promoted ? i

(c) If the reply to part (b) be in the affirmative, how is it that grade
ITT men have not been given equal chances to work on mail and express
trains when they have already done so previous to the promotion of grade
IV drivers? .

(d) Is it & fact that in 1939 promises were made to fix percentage for
working mails and express trains for grade III and IV drivers? If so, why
has it not been given effect to?
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(e) Since grade IV is an abolished grade and the present grade IIT" is
its equivalent, are Government prepared to fix a reasonable percentage for
working mail and express trains over the North Western Railway?

(f) Are Government prepared to distribute grade III staff egually on
all divisions of the North Western Railway, to give the benefit of the
percentage mentioned in part (e) above?

The Honourable Sir Andrew Clow: (a) As regards the first part, the
instructions are that grade IIT drivers on the maximum of their grade,
viz., Rs. 180 (old scales), should be given preference over grade IV driyers
drawing less than Rs. 190 (old soales) in the working of mail and other
irnportant trains. The second part doeg not arise. -

(b) There are certain drivers, grade III, who have longer semce than
cartain drivers, grade IV, but before a driver can be utilised on mail and
other important trains, he must establish his ability to drive such trains.

(c) The Honourable Member ig referred to the answers given to parts
(a) ‘and (b).

(d) Government are-informad that no such promise is traneable The
secand part-does not arise.

(e) Grade IV has not been abolished. but is a dlmmlshmv cadre whmh
has been amalgamated with grade III. No percentage can be fixed for the

working of mail and express trains .as thisi 8- demnden& et the: abikitiesof
the dnvqrs

(f) This’ does fiot arise, but it should be observed that the dlstnbutxon
of running staff by Divisions is ‘dependent on' the requlrements of - each
Division ‘andi cannot be made equally between Divisions.

DEPRIVING OF CERTAIN EMPLOYEES OF RENT-FREE QUARTERS ON THE Gm'r
InpiAN PENINSULA RAILwWAY. e

. Sardar Sant Singh: Will the Honourable the Rallway Member be
pleased to state:

(a) whether the Great Indian Peninsula Railway Admlmstrablon heas
recently issued instructions, vide Weekly Notice No. 28 of the
e . 14th July,: 1889, dépriving its' employses iof the Woticession of '
rent-free quarters, or -an.alowance in lieu thereof, during the
time they are away from duty owing to lllnesg“ Qs F
(b) whether it.is a fact that such concessions used to be enjoyed. by ..
the employees all these years; and

(E) if the replies to parts (a) and (b) be in the affirmative," whether
Government are prepared to cancel the orders?

The Honourable Sir Andrew Clow: (a) and (b). Employees un privi-
lege leave, injury full pay or hospital leave, special casual leave or un-
recorded sick leave admissible under the Great Indian Peninsula Railway
Company rules, are entitled under the rules to get rent-free quarters or an
allowance in lieu thereof. Employees on lnqve of other kinds are not
entitled to this concession. It was noticed that certain staff falling under’
the latter category were getting the concession by mistake and oontrarv

to rules. Thls mistaks was corrected in the Weekly Notice to which my
Honourable friend refers.
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(¢) This does not strictly arise; but Government do not propose to
take any action.

NON-APPLICABILITY OF THE FUNDAMENTAL LEAVE RULES To INFERIOR STANF
orF THE (Goops Deror oeT WanI BUNDEE ON THE GREAT INDIAN PENINSULA
RamLway.

97. Sardar Sant Singh: Will the Honourabla the Baﬂway Member be
pleased to state:
@ whether it is a fact that certam members of t..he inferior staff
employed at the Goods Depot at Wadi Bunder on the Great
Indian Peninsula Railway, who were eligible for the Funda-
mental Leave Rules, were treated under other sets of leave
rules;

(b}l .whether ‘a8 a result of this, the said staff were put to a loss;

(c) ‘whether it is a fact that in 1939 it was decided that the mistake
. " twas to be rectified from 1st January, 1937 and not from the
At date of appointment of the staft concerned; and
£d) if the a.nsyver to part (c) above be in the affirmative, the reasons
for nqt rectifying the mlstake with proper retrospective
eﬂwf.?-l

The Eonou:ablo Sir Andrew Clow: (a) and '{b)" Yes-"-

{(*) Effect was given to the change from the lst January, 1937.

(d I have called for certain mformat.mn and will lay a iurther reply
<n the table of the House in due course., et

Lmv:n Ruixs CoNcBsSIoNs GIVEN 70'SHED 8TA¥F AT WADI BUNDER ON THE
0 © O GREAT hmnn PENINSULA RATLWAY.

98" Sardat Saﬁp Siﬁgh Wi]l the Honourable the Bmlway Member be
pledsed to staté: '

(a) whether it is & fact that (mde thexr letter No. 1243 E. G. of 2nd
¢ April;: 1932) the Railwa: dy ‘Board gave-as a concession the
‘Shed Staff ai Wadi Bunder, Great Indian Peninsula Railway,
who were engaged between 1st September, 1928 and 31st
Mareh, 1980, the option either of remaining under the Funda-

4 mental Leave Rules or the Revised Btate Railway Leave

Rules;

(b) what was the ground, if any, for granting this concession;

{c) whether it is a fact that there were several other employees
similarly appointed elsewhere during the period in question;

(d) whether the employees, referred to in part (c) above, were
granted the concession given to the Wadi' Bunder Staff; and

(e) if -the reply to part (8) be in the negative, what are the reasons
for making such dlscnmmatxon bet-weer the different cate-
gories -of staff?

The Honourable Sir Andrew Olow: (a) Yes.

(b) The reason given was that they were not appointed on the condition
that when the revised léave rules for State Railway employees weére in-
troduced, they would be brought under them.
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(c) Yes.
(d) No. t
(e) I understand that the railway regarded the case of the Wadi Bunder-

staff, who would not have secured the concession but for an oversight, as
exceptiohal. ‘ ' '

APPLIOATION OF FUNDAMENTAL RULE 32 (@) (ii) To THE COMMERCIAL

DEPARTMENT OF THE GREAT INDIAN PENINSULA RAILwAY.

99, Sardar Sant Singh: Will the Honourable the Railway Member-
be pleased to state:

(a) whether it is a fact that the Railway Board have decided that.
in the case of staff governed by the Fundamental Rules, all
posts in the grades the maximum of which is less than.
Rs. 120 per mensem are held to carry equal responsibilities,
and the fixation of pay in the higher grades at a stage above-
the substantive pay as a general rule is inadmissible and
that the initial pay in such cases should, therefore, be fixed.
strictly in acecordance with Fundamental Rule 82 (a) (ii);

(b) whether it is a fact that, unlike any other Government Depart-

ments, there are several grades on the Railways up to the
grade of Rs. 120;

(¢) whether it is a fact that in the Commercial Department of the
Great Indian Peninsula Railway there are more than seven
grades up to Rs. 120;

(d) whether it is & fact that by reason of this Fundamental Rule an
employee on the Railway would be required to go without
increment for several years, as there are grades through which
he has to work up his career unlike an employee in any other
Department of Government Bervice;

(e) whether it is a fact that representations in regard to the applica-
tion of the Fundamental Rule were received from and on.
behalf of the staff concerned;

(f) whether Government are aware that the Great Indian Peninsula.
Railway Administration had approached the Railway Board
to seek an exception from this rule in the case of Railway-
workers ;

(g) what the outcome of the same was;

(h) what the reasons were for non-compliance with the request in-
this connection; and

(i) whether Government are prepared to review the position?

The Honourable Sir Andrew Clow: (a) No such general principle has-
been laid down by the Railway Board. A decision to this effect affecting
certain staff on the Great Indian Peninsula Railway was taken by the
General Manager, and the Railway Board, acting on this decision, gave
instructions to him regarding the fixation of pay for such staff on promotion.
to & higher grade.
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(b) There are several grades for the same type of work on the railways;
but I am unable to assure the Honourable Member that this is not the
case elsewhere.

(c) Yes.

(d) This is possible, but I doubt if it is petuliar to the railways.

(e) No such representations have come to my notice.

(f) Yes; for staff on the old scales of pay in two patti¢ular grades.

. (g) and (h). The request was not granted as it appeared that no suffi-
cient case had been made out for the relaxation of the rule.

(i) The question will be considered.

TraN CoLLiSIONS ON THE HARBOUR BRANCH OF THE GREAT INDIAN
PENINSULA RAILWAY. ‘
100. Sardar Sant Simgh: Will the Honourable the Railway Member
be pleased to state:
(a) whether there were train coliisions on the Harbour Branch of the
Great Indian Peninsula Railway on 18th May, 1932;
(b) if so, how many persons were injured as a result of these
collisions; _ : '
(c) what damage was done to the railway tracks in terms of money;
, (d) whether any claim was réceived from injured passengers and, if
sl "+ 80, how the same was disposed of; ‘
(e) whether it is a fact that this section of the Railway is controlled
by ‘Automatic Signals’ and not by ‘Block System’ as in the
"ctise of other sections;
(f) whether it is a fact that these stations are msunned only by
~'" Clerks-in«charge;
(2 v‘vhet_;her they know anything about train working;
(h) whether they are responsible for the train working as in the
case of Station Masters at other stations; and
., (i) whether it is a fact that the Guards and Drivers cannot get any
", _assistance from the Station staff on the Harbour Branch
-,. owing to there being no Station Masters?

The Honourable Sir Andrew Clow: (a) Yes.

(b) 22 persons were slightly injured. - -~
" (¢) Bs. 17-4-0. o 4
(d) Rs. 1,500 were paid in claims from six persons. 3
~ (e) The section is worked under the Automatic Block system to which:
all rules appertaining to the Absolute Block System are applicable except
as otherwise provided in the rules in Chapter XI of the General Rules for
the working of Open Lines.
(f) No. There are two signallers-in-charge, one at Reay Road ‘and the-
other at Sewri, in.addition to the Clerks-in-¢charge.
(g) The signallers-in-charge are qualified in train working. :
(h) No. TEPITIRY
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(i) No.. The train stafi ean obtain the assistance of the slgnaller\-m-'
charge and the Controller. :

TrAIN COLLISIONS ON THE HARBOUR BRANCH OF THE GREAT INDIAN
.. PENINSULA RarLwAY.

101. Sardar Sant Smgh. Will the Honoursble the Railway Member
be pleased to .state:. -

(a) whether it is a fact that the Home. Signal at Reay Road,
Bombay, which :was the scene of ‘dccidents in Bombay on
18th May, 1938, stands at the end of a sharp gradient of
1 m 42 and that there is a curve also;

{b) whether itis a fact that the rgils on the curve are greased
" 'to facilitate ea negotlatmn for .the moving wheels of the

trains, but owing to which’ the “trains could not be stopped
all of & sudden to prevent an-accident; ' RN

{c) whether it is a fact that owing to these facts and also” owing

to an_adjoining tree, near the curve. which was subsequently

prune«i the train-staff were_ greatly. handicapped ;

(d) whether it in.a fact that the.Guards and Drivers of some of
these trains were removed from service only on the ground
that they did not _carry out Geperal Rule 280;

e whether it is, .2 fact that, Station Staff at qutona Terminus,
* who were aware. of the failure of the ﬁ.rst, train, did not take

o _any pr@cauthns whlle allowmg subsequent trains to leave the
" " station; :

4t REAP PN

) what actxon if any, was taken agamst chtorm Termmus station
staff;

{g) whether it is a fact that there are. ﬂulu.res in. the ‘Automatlc
l’ system
t(h) what is the number of fallu.res of thm type d}m.ng the year
- '1988-39 and ‘what cost ‘the’ Admxmqtrahon had to incur on
that aecount; ‘and

‘h) vﬂhéther Government' propose to get the ques'mon of replacmg

the systém'of ‘Automtic Signals’’ 'by the “Block System’
examined on ‘this service in 'the mterests of ‘public safety;
if not, why not?

vohe T ey T

The Honourable Sir Andrew Clow: (s) I understand ‘that it is some
distance away from the end of the gradient but there i8 & curve. The
-accident occurred in May, 19389. s

(b) The outer rail of a.curve is greased on ‘Lhe runping edge and not on

the table of the rail. The reply to the second part of the guestion is'in
the negative.

(c¢) No.
(d) Yes.

(e) There was no failure 'en' the part of the staff at Vlctona Terininus
o comply with any rules.: v

{£) Does not arise.

’



UNSTARRED QUESTIONS AND ANSWERS 1611

(g) Yes. The number of failures to the number of tram ruovemenh is
in the ratio of 1 to 19,000.

(h) 189. The small cost involved is not readily ascertainable. .

(i) No. As. the accident was the result of failure of the train steff' to
obey orders and not due to the failure of the automat:c sugnala, the ques-
tion does not arise.

ProMOTION OF FIREMEN ON THE GREAT INDIAN PENINSULA RAILWAY.

102. Sardar Sant Singh: Will the Honourable the Railway Member
b2 pleased to state:

(a) whether it is a fact that on the Great Indian Peninsula Railway
Firemen have been engaged in class ‘A’ with qualifications
distinct from those engaged in other lower classes and with
prospects of their promotion a8 ‘A" Glass ’Dnvers direct

~{b) whether it is a fadt that since recently thls channel ‘of their
promotion has been aﬁected and they are now being asked to
seek promoblon along with ‘B’ and ‘C’ Class Firemen;

) whether any representations were made by thesé Firemhen and
the Great Indian Peninsula Railwaymen'’s Unién 'in regard to
restoration of their prospeceb in the Hght of which they were
entertained in the service; 1f 8o, with what results

(d) what the present number of these ‘A’ Class Fmemen ls, ]

{e) whether most of them. are not Inrhans, Lo

{f) whether there was any racial dlscnmmatmn practlsed by the
Administration; and e

(g) whether Government atre: prdpa!'ed to reconsxder the question
and allow these Firemen to'enjoy the prospects’that were open
to them at the tlme of thewr engagement. if not, why ndt?

+

The Honourable Sir Andrew Olow: I have called for mformatlon and
~will lay a reply on the table of the House in due course ‘

STATEMENT OF BUSINESS

' The Honourable 8ir' Muhammad ‘Zafrullah Xhan .(Leader of the
House): Sir, as the House is aware, Tuesday, the 26th, is at present fixed
for the transaction of nan-official business (Bills). T understand that there
is a general desire that. that day should be fixed for the transaction of
-official business; and that being so, the Governor General is willing to
:allot in the followmg week a dav for the transaction of non-official business
(Bills) in respect of which the 26th was fixed, and the 26th may, therefore,
‘be fixed for the transaction of official business. On the date which is
fixed in the following week for the:  transaction of non-official business,
(Rovernment propose to pit on the agenda a oertain. amount of official
business, so that if the non-official Business is concluded before 5 o’clock,
some of that official business may them e transacted.



LEGISLATIVE ASSEMBLY [20ra Mar. 1949

NOTIFICATION RE CERTAIN AMENDMENTS TO THE MOTOR
VEHICLES INTERNATIONAL CIRCULATION RULES

The Honourable Sir Andrew Olow (Member for Railways and Com-
munications): Sir, I beg to lay on the table a copy of the Department of
Communications’ Notification No. R.-63, dated the 21st February, 1940.

regarding certain amendments to the Motor Vehicles International Circula-
tion Rules, 1933. ’

* “DEPARTMENT OF COMMUNICATIONS

N OTIFICATION
Roads

New Delhi, the 21st February, 1940

No.. R.-6%.—In exercise of the pewers conferred by sub-section (I) of section 92 of
the Motor Vehicles Act, 1839 (IV of 1939), the Central Government is pleased to direct
that the following further amendments shall be made in ghe Motor Yehlcles Intex:na-
tional Circulation- Rules, 1933, the same -having been previously published as required
by sub-section (1) of section 133 of the said Act, namely :

1. For sub-rale 12) of rule 1 of the said Rules, the following sub-rule shall be
sgbstituted, namely :

“(2) They shall .extend to the wilole of British India, including Berar.”

2. In the Note to Annex. C. in the First Schedule to the said Rules, for the
entries— :

“Colony and Protectorate of Kenya )

Colony and Protectorate of Uganda

Colony and Protectorate of Zangibar.

Colony and Protectorate of Nyassaland

Tanganyika Territory

Northern Rhodesia j
th]e following entries shall be substituted, namely :—

‘‘Colony.. and Protectorate. of Keyna- EAK

Colony , and Protectorate of Uganda EAU

Colony and Protectorate of Zanzibar EAZ

Colony and Protectorate of, Nyassaland NP :

Tanganyika Territory. : EAT

Northern Rhodesia NR.”

B A"

8. N. ROY,
Secy.. to the Govt. of India.’”

THE EXCESS PROFITS TAX BILL—concld.
Mr. President (Thé Honourable 8ir Abdur Rahim): The House will now
resume. consideration of the Excess Profits Tax Bill. The question is:
“That Schedule I, as amended, stand part of }.he Bill."

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

““That in sub-rule (£) of Rule 4 of Schedule I to the Bill, after the words ‘recdived
from investments’ the words ‘other than investments in companies the:profits. of ‘which
haye been subjected to excess profits tax jn British India’ be inserted.” T

(1612)
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The effect of this is to give relief to that portion of the income which
has already been subjected to the excess profits tax in British India. It
relates to the dividends received from companies by shareholders. The
profits have already been subjected to the excess profits tax and the balance
distributed to the shareholders as dividends should not be calculated for
the imposition of this tax. In part (c) of sub-clause (8) of clause 27 relief
is provided for by rules to be. made by the Central Board of Revenue in
regard to the very case I am referring in mny amendment. I do not,
however, like that it should be left on rules to be made by the Central
Board of Revenue but that it should be made a statutory provision so that
this income should not be taken into account for computing the excess
profits tax. Once the principle has been accepted, I hope Government
will see no objection to this amendment. Sir, I move. o

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

“That in sub-rule (2) of Rule 4 of Schedule T to the Bill, after thé words ‘received
from investments’ the words ‘other than investments in companies: the profite of which
have been subjected to excess profits tax in British India’ be inserted.” :

Mr. S. P. Chambers (Government of India: Nominated Official): Sir, I
oppose this amendment. As the Honourable Member has pointed out,
the matter has been dealt with in clause 27, and an additional sub-clause
has been added in Select Committee. The reason for putting this matter
in clause 27 and for giving the Central Board of Revenue power to make
rules for giving the relief and not putting it as a specific itemn in Schedule
I of the Bill can be explained on these lines. ‘

First of all, the excess profits tax is not like income-tax charged upon
the whole income of any company. It is only a tax upon the excess profits
in one period over the profits made in a standard period or over a statutory
percentage. - For that reason it is difficult to say that any particular item
©f income .in one company’s accounts is subjeated to the excess profits tax
:glthough such can be said in relation to income-tsx. . For that reason any
.attempt to put the relief in a rule such.as this . would have very awkward
-consequences and would be very difficult to work in practice. . Perhaps: I
can explain that point by an illustration. If the profits in the standard
jperiod of the first company, among whose investments there is ,an. invest-
apent in a second company, is one lakh of rupees, and if the invested ogpital
consists of investments some of which have suffered excess profits tax in
‘the chargeable accounting period, and if in the standard period the profits
of the investment company include profits from another company which
‘has not suffered excess profits-tax, then if one excludes from the profits of
‘the -chargeable accounting period the dividends which have been subjected
‘bo.excess profits tax in the hands of the subsidiary company, we are not
comparing like with like, even though the investment$ company may be
‘making more profits. It will be necessary to take out of the profits of the
«chargeable accounting period a certain amount. and then also take out a

«corresponding amount from the profits of the standard period . . . . .

‘Babu Baljnath Bajoria: The Honourable Member’s speech is very
«confusing.

‘Mr. S. P. Chambers: The Honourable Member has apparently not
equite seen the point. I will state it again. The company which owns the
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investments has in the standard period certain investments including in-
vestments in & company which in the chargeable accounting period- will
pay excess profits tax. . When we come fo the chargeable accounting period. .
it is found that the  amount coming from that company is greater, the
amounts coming from other companies is less, but the total profits made by
the investment company is much greater. If we attemp{ to exclude from
the profits of the chargeable accounting period the profits of the company
which has paid excess profits tax we must go back to the standard period
and exclude correspondingly the amount received from the same company:
But even if we do that, gje results may be quite peculiar. You may get a
large excess when there is no real excess profit, or you may actually get a
deficiency even though the investment company is doing extremely well
and is making large excess profits. The matter is entirely different from:
the position for income-tax purposes, where one is only taxingtite profits:
of one period and we can say that the whole of the profits of that period
bave been subjected to income-tax in the hands of the first company. That
is one point. :

In respect of another point, I should like to draw the attemtion of the
House to another difficulty. Even if some measure of relief can be grant-,
ed, as the Bill provides for an allowance for deficiency if the. profits of the
company which has paid exeess profite tax are smaller in a subsequent
period, there may be a' deficiency computed. under the deficiency clause,
and the whole of the excess profits tax paid by the subsidiary company may
have to be repaid. We will then have the position that you have granted
the relief to the investment company in respect of income from the com-
pany which has paid excess profits tax, but subsequently the whole of the:
.excess profits tax has been refunded to the original company. Thaf wouldi
make the position still more complicated. For that reason'it has beem
found ‘practically impossible to devise any rule to be put into the statute to
give specific relief which will'be equitable and which would not have quite
absurd results. What we have done is to put into this rule-making' clause
a provision to give the Central Board of Revenue power to grant relief.
The Central Board of Revenue can' then draw up rules to deal with specific
types: of cases that may arise. The drafting of those rules will not be
easy, but I may say that an attempt has already been made to draft a rile
in such's way that relief car be given and can be given only in cases in
which it is quite clearly due. As I say, the rule is a long and complicated
one because the matter is long and complicated: and in practice when the
rule is being worked it may be found to be working unsatisfactorily, ‘and
then the Central Board of Revenue may have to amend that rule.’ That is.
a much simpler process than coming to the Assembly with an amending
Bill. T suggest that whatever can be done has been done in clause 27
and that this amendment is impracticable.

Babu Baijnath Bajoria: May I ask one question? In principle vou
have accepted that dividends received from companies which have been
subjected to excess profits tax will not be again taxed:in +he Lands of-the
shareholders. T have followed the speech of the Honourable Mr. Chambers
—it is a long and complicated one and it will take me a long time to under-
stand 1(".1 but T want to know -specifically whether .the prineipte has been
accepted. - ¥ . -
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The Honourable Sir Jeremy Raisman (Finance Metnter): In the case:
of inyestment companies. ’ -

Mr. S. P. Chambers: The other companies are, df tourse, not affected;.
because their dividends are not included in their assessment for excéss pro--
fits tax. So we-are only concerned with investment ‘conipanies. ' The ‘prin--
ciple that if one company receives dividends from another company which-
has paid excess -profits tax some measure of relief should be given to the-
second company: but how much relief and how it should be given'is a-
difficult thing to work out because it is quite clear that you cannot take out.
of the profits of the ‘chargeable accounting' period dividendd from ‘bhe first:
company without going back and taking something out of the profits of the-
standard period also. Otherwise, if both companies are making more pro-
fits' you'mav have the absurd result that ‘the second compaty; aléHbugh-
both - of them are doing well  and hoth' dre making excess profits, your
may have a deficiency shown because you are taking out-of the profits of”
the chargeable accounting petiod without taking out anything correspond-
ingly from the standard period. ‘Of course, if we said, ‘‘take out exactli-
the same amount from both periods’s, then of course no relief:would be
given at all, because if you take out one lakh from thé profits of the stand-
ard period and one lakh from the chargeable accounting period, that of
course gives no relief. I think T have said sufficignt about the difficulty of
granting relief in this manner . . . . . '

Babu Baijnath Bajoria: What about dividends received by persons and!
firms? o

Mr. S. P. Chambers: As the Honourable Member will see in the clause-
to which he has tabled an amendment, dividends received in.those vases
are nct chargeable to excess profits tax. Sub-rule (I) of rule 4 says:

“Income received from investments shall be included in the profits in the cases and
to the extent provided in sub-rules (2) and (4) of this rule and not otherwise.”

Some Honourable Members: Withdraw, withdraw.:: @ e
Babu Baijnath Bajoria: In view of the explanation given; I beg: léave:
of the House to withdraw the amendment. R

The amendment wsié,.by..»léave .of the Assembly, wi_t.hd,'réfvjv‘n.

Mr. F. E. James. (Madras: European): 8ir, I move:

“That in sub-rule (5) of Rule 4 of Schedule I to the Biil, for the words ‘as if the
principal of the borrowed money were reduced by the value of’ the words ‘after setting
off the gross income received from’ be substituted.' . :

_ This particular rule, rule 4, deals with income received from invest-
ments and explains in pellucid .language which is very difficult for any
one to understand the extent to which they are to be includéd in the profits
in certain cages. This particular sub-rule is I think likely to be extremely
complicated in. practice, and the purpose of our amendment is to remove:
the complication attached to the estimate of the value .of the investments.
I have no doubt that my friend, Mr. Chambers, will rise and explain tHe:
complications with his usual clarity, and I should, if T may, aclmawledge:
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on behalf of this Group his graceful reference yesterday to something he
bad said on a previous occasion. We accept that explanation, and I
should like here to express my own regret, and I am- sure the tegret of all
of us in the House, at Mr. Chambers’ impending departure. I think
seldom has a civil servant combined with his competence in that direc-
tion the rare parliamentary gifts which Mr. Chambers possesses. (Hear,
hear). - He appears to be able to know the unknowable, explain the unex-
plainable and unscrew the inscrutable . . . . . ’

- 8ir‘H. P. Mody (Bpmbay Millowners’ Association: Indian Commerce):
And compute the uncomputable. .

Mr. ¥F. E. James: Now, Sir, coming to the particular amendment,
under the rule as it stands in the Bill, it will be necessary to ascertain the
value of investments. How is that to be ascertained? For instance, take
the case of the cost of investments. . Does the value mean the original
cost or does it mean the market value on any given date,—either at the
beginning of the period or on the date on which, for example, an overdraft
anay have been taken? Will it not be neeessary also to ascertain the inter-
-est charged in the case of a rumning overdraft for such period as the over-
draft exceeds the value qf the.investments? It also appears to be unfair
that if an investment actually brings in no income, it should be treated as
if it had brought in the same rate of interest as was paid on the overdraft.
Perhaps my Honourable friend will explain precisely how it is proposed
to compute the value of those investments. If his explanation is as clear
as it usually is, perhaps we may not be obliged to press this amendment,
but I do hope he will clear up our doubts.

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

““That in sub-rule (5) of Rule 4 of Schedule I to the Bill, for the words ‘as if the
principal of the borrowed money were reduced by the value of’ the words ‘after seiting
off the gross income received from’ be substituted.”

Mr. S. P. Chambers: Sir, this sub-rule wasdnteNded to hdve this effect
that, if a company borrows more money than is required for the purpose
«of its business, the profits from which are chargegble-to excess profits tax,
then as it borrows partly for the purpose of the business. and partly to
invest in outside investments, such part of the loan as is for the purpose
of investment cutside shall be deemed to be no part of the capital of the
business, and the interest is not to be allowed in arriving at the profits:
Generally speaking, I think it is true that a company or ah idividual for
that matter borrows from the Bank at one rate of interest with the object
of investing and getting interest at a higher rate; that is to.say, one does
not borrow from a bank at six per cent..in order to earn three per cent.
In business normally one does it the other way round, he pon-pws at. four
per cent. and gets six per cent. or seven per cent. 8o, I think in a normal
case the sub-rule as worded in the Bill is somewhat more favourable to
the assessees than the rule as it would appear if the amendment were
accepted. But there is the difficulty of determining hovy much of the
overdraft is to be cut out by reference to the value of the investment. I
think in practice this is not likely to cause so much difficulty as my
Honourable friezd apprehends, because when one borrows from a Bank for
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the purpose of making an investment part of the money borrowed is forth-
with paid away a8 the cost of the investment, and I think the natural
thing to do would be to deduct that amount, that part of the overdraft
which has been applied to the purchase price of the overdraft. Subse-
quent fluctuations either up or down in the value of the investment would
not have any effect on the cost of the investment or on the overdraft which
was used for the purpose of buying that investment, and I- think as the
object is to determine how much of the overdraft or loan was taken out in
order to invest in the business itself, once we have excluded that part
which has been used to purchase an investment, then we have done all
that need be done, and I don't think anything else is required or that subse-
quent adjustment is necessary. In cases where there is a fluctuating over-
draft, I am afraid all that can be done is to trace it back to see how much
‘of the overdraft was used for making the investment. I do not think the
“practical difficulty would be great in any case of any importance.

As regards the other point, some money may have been borrowed from
the Bank and part of it put in investment which yields no income, but
that is a point, I think, which cannot very well be taken into account.
As I said the most normal case is that the amount of interest on the invest-
ment will exceed the interest on the loan, and as in the normal case the
assessee i8 benefited by the rule as drafted, I think in the exceptional case
nothing can really be done about it,—it is just that the assessee has been
unfortunate; but with the fule as it stands, it doesa at least effect whut is
intended to effect. namely, to point out how much of the overdruft is used
for the purpose of the business. Perhaps with this explanation the
‘Honourable Member may see fit to withdraw hie amendment. : g

Mr. F. E. James: After this explanation, I beg leave of the House to
withdraw the amendment.

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

Babu Baijnath Bajoria: Sir, T move:
“That for Rule 5 of Schedule I to the Bill the following be substituted :

‘5. If the person carrying on the business proves to the satisfaction (f the
Excess Profits Tax Officer that the whole or any part of the borrowed
money or debts which are required to be dedmeted from the average
amount of the capital employed in the business, under the -provisions of
Rule 2 of Schedule II are hona fide utilized for the purpose of such
business only, and for no other purpose, the interest on so much of the
borrowed money or debts as has been so utilized. shall not be deducted
in computing the profits for the purposes of excess profits tax and.
notwithstanding the provisions of Rule 2 of Schedule TI, that amount. of
such borrowed money or debts, shall not be deducted in arriving at the
average amount of the capital employed in the business’.” -

Sir, though the amendment is rather a long one, yet it is much more
clear thut the explanation given by my friend, Mr. Chambers, on the last
few amendments. The short and simple effect of my amendment is that
all borrowed money bona fidely for the purposes of business and utilised
in the business should be counted as capital employed in the business.
No differentiation should be made in favour of a bark or money raised on
debentures. Though we very much value the addition which was made
‘in the Select Committee, giving the assessee the right to compute as capital
_employed in the business money which has been borrowed from a bank or
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som 'debentures, I think that did not go far enough and there should be no
distinction. AIl capital that has been borrowed,—if the assessee proves to
the satisfaction of the Excess Profits Tax Officer that that money has been
utilised for the purpose of the business, there is no reason why that amount
should not be treated as capital of the business. I do not want to prolong
my speech. ‘T hope that my amendment will be given due consideration
by the Honourable the Finance Member.

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

“That for Rule 5 of Schedule I to the Bill the following be substituted :

‘5. If the person carrying on the bnsiness proves to the satisfaction of the
Excess Profits Tax Officer that the whole or any part of the borrowed
money or debts which are required to be deducted from the average
amount of the capital employed in the business, under the provisions of
Rule 2 of Schedule YI, are bona fide utilized for the purpose of such
business only, and for no other purpose, the interest on so much of the
borrowed money or debts as has been so utilized, shall not be dedueted
in oomputing the profits for the purposes of excess profits tax and,
notwithstanding the provisions of Rule 2 of Schedule IT, that amount. of
such borrowed money or debts, shall not be deducted in arriving at the
average amount of the capital employed in the business’.”

The Homourable Bir Jeremy Raisman: I must oppose this amendment.
“The point has had a very chequered history. It was the subject of a good
deal of discussion in the S8elect Committee, and as most Honourable Mem-
bers of the House know, it has been the subject of a good deal of discussion
since. I have come firmly to the conclusion that I should stand on the
Bill as drafted. The position is this. The effect of allowing increases in
capital of the nature of loans to be treated in this way is that an allowance
of the standard percentage of eight or ten per cent. is given as against the
actual rate of interest which would normally be much less,—this higher
allowance is given in computing the profits. Originally, there was no such
provision in the Bill, and there is, as far as I am aware, no such provision
in the English Act. But we were impressed with the desirability of
making some concession in this direction if it could be done without greatly
cemplicating the administration of the tax and opening a wide door to
evasion. We advanced as far as it was possible to do without opening a
- wide door to evasion and I am quite convinced that if we advance a step
further, we shall make it possible for loans to be given and taken and
for the oapital ranking for standard percentage to be inflated in an un-
warrantable manner. This, no doubt, would be resisted by the officers
administering the tax, but it would lead to a tremendous amount of argu-
mentation and altercation and would very greatly complicate the adminis-
tration of the tax. My own position was at one time that since the.con-
cession which was embodied in the Bill as it emerged from the Select
Committee seemed to be causing a good deal of heart burning and since we
were charged with discrimination as between banks and other people
lending money,—my own feeling at one stage was that I ought to withdraw
this clause altogether, but the objection to that was that, having put it in
in ‘the Select Committee and the provision having been accepted, I felt
that I was bound to stand by it provided that no attempt was made to ex-
tend it further in a way which I thought would be dangerous to the

administration of the measure. I think I have explained exactly where I
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stand on Ahis which has been a very controversial point. .. wild neither go
forward nor will I go back. I stand on the provision of the Bill g8 it .is,
and therefore I oppose the amendment.

Mr. President (The Honourable Sir Abdur Rahim): The guestion is:
“That for Rule 5 of Schedule I to the Bill the following be mubstituted :

‘5. If the person carrying on the business proves to the satisfaction of the
Excess Profits Tax Officer that the whole or any part of the borrowed
money or debts which are required to be deducted frem the average
amount of the capital employed in the business, under the provisions of
Rule 2 of Schedule II, are bona fide utilized for the purpose of such
business only, and for no other purpose, the interest on so much ~f the
borrowed money or debts as has been so utilized, shall not be deduct
in computing the profits for the purposes of excess profits tax and,
notwithstanding the provisions of Rule 2 of Schedule II, that amount, of
such borrowed money or debts, shall not be deducted in arriving at the
average amount of the capital employed ip the business’.”

The wmotion was negatived.

Dr. 8ir Ziauddin Abmad (United Provinces Southern Divisions : Muham-
madan Rural) : Sir, I beg to move :
“That in Rule 5 of Schedule I to the Bill, after the words ‘banking business’,

occurring in the fourth line, the words ‘or an individual carrying on ordinary husincss
of a private bank.’ be inserted.” )

My opinion was the same a8 that of the Honoureble the Einance Member
that the whole of Rule 5 should not have been there at all, but once you
have given this concession to banks, then I think it is but just and equitable
that it should be.extended to private banks as well because we know that
in the country a good deal of business is being carried on before the
introduction of banking system by -private individuals . . . . . .

Babu Baijnath Bajoria: Do you mean by a private bank or a private
banker?

Dr. Sir Ziauddin Ahmad: T mean persons who really act a3 public banks
s0 that anybody could go and get money. or bill of exchange.

Dr. P. N. Banerjaa (Calcutta Suburbs : Non-Muhammedan Urban) : A
moneylender you mean?

. Dr. Sir Zianddin Ahmad: No. Moneylending is only a part of the
functions. They write hundis—those who carry on a regular banking
business. There arg certain individuals—I know one in Delhi, Ali Jan—
though they are not registered banks, they carry on ull the banking business
in the same manner as a registered bank does. Onece you have extended
this concession to registered banks, it is reasonable to demand that it should
be extended to & bank which is not registered, and is not of the nature
described in the Banking Act, but which functions in the same manner
as a registered bank. I do not mean that it should be extended to money-
lenders of Shylock type. Moneylenders are not banks.  Therefore, I
think it is but reasonable that this principle should be extendod to private
banks as well. With these wordas I movs.

63
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‘Mr, Pregident (The Honoursble Sir Abdur Rahim): Amendment
moved : :

“That in Rule 5 of Schedule I to the Bill, after the wprds ‘bank.ing busiaess’,
occurring in the fourth line, the words ‘or an individual carrying on ordinary business
of a private bank,’ 'be inserted.”

Pandit Lakshmi Kanta Maitra (Presidency Divisions :. Non-Muham-
12 Noox madan Rural) : I want to know from the Honourable Member
O0M- it an individual, who carries on banking business, is to be called

a bank and brought under the provisions of this Bill?

Dr. Sir Ziauddin Ahmad: The transactions carried on by a person who
under normal conditions carries on the functions of a bank should be includ-
ed in this exception.

Mr. Akhil Ohandra Datta (Chittagong and Rajshahi Divisions : Non-
Muhammadan Rural) : T rise to support this motion, although ordinarily on
most of the matters, so far as this Bill is concerned, I could not see eye to
eye with Dr. Ziauddin. There are two kinds of banking in this country.
‘8o far as banking in the modern sense of the term is concerned, "if is a

new institution and it is a growing institution, not yet fully established in
. India.

Dr. P. N. Banerjea: And the other is indigenous banking.

‘Mr. Axhil Ohandra Datta: There is another class of banking business in
this country which has been in existence for a long time and which has up
to now been financing all business and all industries. = What is the attitude
of this Bill so far as banking is concerned with regard to the first type of

" business? I had’an arhendment moved, but that was negatived by the
Honourable the Finanice Member. My real point in that connection was
that banking business being new to this country, it is absolutely essential
that for financing industries and business banking should ‘be encouraged.
Now, that was not accepted. At the same time indigenous banking is
also being discouraged unless this amendment is accepted. On a superfi-
cial view this matter may be considered to be very' unimpottant, but the
effect of this rule, as it stands, is to make a distinction between capital
borrowed from & registered bank and capital borrowed from an indigenous
‘bank. The result will be that.this will hit hard so far as indigenous bank-
ing is concerned. I feel we are between the devil and the deep sea.
When you talk of regular registered banking, it has no blessings from the
Honourable the Finance Member. The question with regard to the indige-
nous banking is also not countenanced. ~ The result will be that banking
business in its entirety will be in jeopardy, and so far as this amendment
is concerned, 'if that distinction is made, the result will be that all private
banking by indigenous banks will be stopped altogether. The question is
whether a revolutionary change like that ought to be made by & rule in
this Schedule. = That is the whole question. It is a very important matter,
and I am strongly in favour of this amendment. C

The Honourable Sir Jeremy Ralsman: On the question of making any
actual change in this provision I have-already made my position clear. I
do not think that I can advance further without positively endangering the

AN
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administration of the measure. I am not quite sure myself at this moment
whether many of the cases which my Honourable friend has in mind would
Dot be covered by the terms of the rule as drafted, namely, a bank carrying
on bona fide banking business. At the moment I do not see why they
should not be but at any rate I regret that in view of the danger of any’
further extension I cannot accept any amendment which would tend to
widen the scope of the rule. I oppose the amendment. o '

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

“That in Rule 6 of Schedule I to the Bill, after the words ‘banking business’,
oceurring in the fourth, line, the words ‘or an individual carrying on ordinary husiness
of a private bank,” be inserted.” . o

The motion was negatived.

Sardar Sant Singh (West Punjab: 8ikh): Sir I beg tp move:

“That after Rule 5 of Schedule I to the Bill the following be, inserted :

‘5A. In the case of the business of shipping, to which this Act applies no
deduction shall be made on account of allowance under section 10 (2) (vii)
of the Indian lncome-tax Act, 1822, o _

5B. In the case of the business of shipping, to which this Act ‘applies, onf of
the amount carried to a special reserve fund for the purpose of replacing
tonnage lost during the war or tonmage in commission at the end of ihe
war, the Excess Profite Tax Officer may allow such: gum to be deducted
out of the profits of any chargeable accounting period as he thinks

(1]

reasonable’.
i

This amendment relates to the shipping industry, and we have received
wnany representations about the necessity of this amendment from interested
quarters.  The first part of the amendment, namely, 5A, refers to the
question of the computation of standard profits. In computing the profits,
certain allowances are made under the Indian Income-tax Act. For
instance, depreciation allowance is deducted from the profifs.  Similasly,
if any obsolescence allowance is granted to the business in question, the
same is also under the Act liable to be deducted in arriving at the taxable
profits. In the case of ships such obsolescence is bound to be considerable
amounts, sometime running to lakhs, and if it is deducted from the quentum
of profits in the standard,period, the standard profit is bound to be depleted
to an insignificant figure.  In- computing chargeable profits under the
Excess Profits Tax, the principle of like for like may not be translated into
actual practice if, in the computation of standard profits, large sums by way
of obsolescence is allowed to be deducted. This is a peculiar ppsition ta the
shipping industry alone, as the unit of asset in the industry, namely, a ship
is of considerable value compared to assets in other industries. Moreover,
in the chargeable accounting period, obsolescence may not be allowed, such
an allowance or claim not being an annual feature, with the result that
the chargeable profits in the latter period would show an artificially inflated
position compared to the profits of the standard period. In a repott sub-
mitted to His Majesty’s Government by the Chamber of Shipping of the
United Kingdom the above difficulties are pointed cut and the position is
summarised in the following words : :

“E. P. T. being a tem x. obseolescence allowance m i
period should not beg tmudp::a?c]::rge against trading profits. gzechlzll?::an?:auﬁ::
result from insufficiency of annual wear and tear allowances in previous years and it
might be unfair that obsolescence should be deducted from the standard “profits since
it might so happen that there was no corresponding deduction in the chargeable
accounting period.”
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In view of the special position of the shipping companies due to hostii-
ties, I hope the Honourable the Finance Member will assure the industry
and thus remove the apprehensions prevailing therein.  8ir, I move.

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

moved :

“That after Rule 5 of Schedule I to the Bill the following be inserted :

‘5A. In the case of the business of shipping, to which this Aot applies no
deduction shall be made on account of allowance under section. 10 (2) (wii) .
of the Indian Income-tax Act, 1922. :

5B. In the case of the business of shipping, to which this' Act applies, out of
the amount carried to a special reserve fund for the purpose of veplacing
tonnage lost during the war or tonnage in commission at the end of the
war, the Excess Profits Tax Officer may allow such sum to be deducted
out of the profits of any chargeable acoounting period as he thinks
reasonable’.”

Mr. A. Aikman (Bengal : European) : Sir, I would just like to ask the
Mower one question in order to enable us to- understand more fully the
motion which he has made. Perhaps he could explain to us exactly how
obsolescence allowances are calculated in the case of shipping?

Sardar Sant 8ingh: I do not know how they are calculated, but if a ship

becomes obsolete on account of wear and tear, no allowance will be made at
all.

Mr. A, Aikman; Thank you very much.

8ir H. P. Mody: Sir, I am not expressing any opinion upon this amend-
ment. All that T want to do is to emphasise the special difficulties of
the shipping industry in times such as these. From such discussions as 1
have had it seems to be common ground between the Government and our-
selves that the shipping industry stands in & peculiar position during times
of war and that its particular difficulties have got to.be taken into considera-
tion. The object of my intervention in this debate is to invite Govern-
ment to give us categorical assurance on the subject.

Mr. S. P. Chambers: Sir, there are really two points now at issue. The
first one is the one which is specifically covered by the amendment which
is now before the House. The position in the United Kingdom, as T ex-
plained on an earlier amendment, is that no obsolescence deduction can be
given unless the asset is replaced. The position in India is quite different,
and the allowance in respect of the residual value of the asset is given as
and when the asset goes out of the business, whether by sale or by any
other means, and it is not dependent upon the replacement of that asset.
In the case of ships, it is quite clear that the replacement of ships in the
normal course of peace time need not be delayed. But during war time
if several ships are sunk at the same time, they will not be replaced in the
same year. But, as I said, that is an important matter which has to be
taken into conmsideration in the United Kingdom. But as replacement is
not taken into acoount in India in fixing the deduction for the obsolescence
allowance, the amendment is unnecessary.
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Then, my Honourable friend, Sir Homi Mody, said, that shipping is in a
special position, that is to say, there are special difficulties with regard to
shipping and special difficulties with regard to the determination of the
profits of shipping.  Sir, these difficulties will receive very special con-
sideration and if it is found, when the work of the assessment of the excess
profits tax comes to be taken up, that some specific amendment is required
to the Act, that amendment will be put forward by Government.

Mr. M. S. Aney (Berar : Non-Muhammadan): Will the Government
put themselves in touch with those who are interested in the shipping
industry before they make any rules on account of these specigl difficulties?

Mr. 8. P. Chambers: No rules are necessary at the moment for this
industry. If any special relief is required and it is not given in the Bill

at it stands, then Government will come forward with an amendment to the
Act.

Sardar Sant Singh: Sir, in view of the assurance given by Gevernment,
I beg leave of the House to withdraw the amendment.

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

Mr. F. E. James: Sir, I move:

“That at the end of Rule 8 of Schedule I to the Bill the words ‘except where’
such remuneration is included in the profits of the managing agents’ business for the
purpose of Excess Profits Tax’ be added.”

Sir, I remember hearing from an eminent Parliamentary draftsman in
England that one day he was asked to draft a particular Bill in more
simple language. He expressed his horror at the suggestion. His grounds
for opposing the idea were that if the Bill was drafted in more simple
language, Members of the House of Commons would not understand it and
ita passage through the House would be delayed. Well, Sir, we have
understood this particular rule and we suggest that it does, as it stanrds,
inflict & hardship. Under the rule, an increase in the remuneration of
the managing agent is not taken into consideration in arriving at the
profits of the assessee, in this case the company: but it is taken into
consideration in arriving at the profits of the Managing Agent. Hence the
Excess Profits Tax is really charged twice on the amount of the increase.
This, we suggest, is really inequitable and there would be a number of
cases affected. The House will recollect that the Companies Act was
passed in 1936 and, as a result of the passing of that Act. a large number
of new agreements were entered into or a number of the agreements of
managing agents were revised. I am thiuking of the particular case of a
company in connection with remuneration. Before the Act came into
force, it was charged on the basis of a percentage of tke dividends. Whep
the Act was passed, the agreement was amended and the remuneration 18
now based upon the net profits. Similarly, there heve been many other
agreements altered in order to bring them into line with the provisions of
gection 87-C of the Companies Act. Then, again, a company, quite apart.
from the Companies Act, may take one of the earlier options pr.ovxde.d in
the Bill for the standard period. The agreement of the managing agent
may have been terminated and may have been replaced by a new agree-
ment on & different basis of remuneration. We suggest, therefore, that it
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is(',‘not'equita.ble that the excess profits tax should be charged doubly on .
the actual amount of the increase which, we fear will be the case if the

rule stands as it is. It may be argued that if the amendment we have.
proposed is accepted, (Lere will be o time when trade is bad and when the -
remuneration from other companies is reduced and thus the total assess-

able profits of the managing agents will be lessened. That, in our view,

does not really justify a provision which involves taxing increased remu-

neratiori twice. I do; therefore, hope that my Honourable friends will be

ready to aceept this modification of the rule. ° '

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

~“That at the end of Rule 8 of Schedule I to the Bill the words ‘excépt where"
such remuneration is included in the profits of the managing agents’ business for -tbe -
purpose of Excess Profits Tax’ be added.”

Mr. 8. P. Chambers: S8ir, T admit at once that the rule as provided
would in some cases involve ‘double excess profits tax, that is to say- there
would be a disallowance in the company’s assessment and the same re-
muneration would appear in the managing agent’s assessment and-I admit
that that is a hardship which should be remedied. On the other hand as
the Honourable the Mover has himself pointed out this amendment has
its dangers in that as worded if the profits are included in the managing
agent’s profits for the purposes of excess profits tax, that does not mean
that the excess profits tax will in fact be payable on that remuneration.
What I would like to suggest is that if the Honourable Member can with
the permission of the House withdraw his amendment and substitute one
which differs from it very slightly and which deals with the principle of
his amendment, then it would be acceptable. The amended words would
read like this ‘‘except where such remuneration is subjected to exceas
profits tax in the hands of the managing agents’’. The original wording.
i8: ‘‘except where such remuneration is included in the profits of ihe
managing agents’ business for the purpose of excess profits tax’’. The

substituted wording is more precise and does exclude the possibility of
abuse.

‘Mr, F. E. James: I have supplied copies of the amendment to the
amendment to the other Parties. I would beg leave of the House to with-

draw my present amendment. \

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

Mr, F. E. James: Sir, I move:

*“That at the end of Rule 8 of Schedule I to the Bill the following words be added,
namely : )

‘except wllxere such remuneration is subjected to excess profits tax in the hands
of the managing agents’.”

- 8ir, I move.
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Mr. President (The Honourable Sir Abdur Rahim): The question is:

“C{‘hat at the end of Rule 8 of Schedule I to the Bill the following words be added,
mnamely :

‘except where such remuneration is subjected‘ to excess profits tax in the hands
of the managing agents’.”

The motion was adopted.

Mr. President (The Honourable Sir Abdur Rahim): The que'stioﬁ is:
“‘That Schedule I, as amended, stand part of the Bill.”

The motion was adopted.
Schedule I, as amended, was added to ‘the B#l, ™

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

*‘That Schedule II stand part of the Bill.” ¢ v

Sir Abdul Halim Ghuznavi (Dacca cum Mymensingh: Muhsmmadan
Rural).: 8ir; I beg to move: :

¢ “That after Rule 3 of Schedule II to the Bill the following be inserted :

‘3A. Notwithstanding anything contained in' Rule 3 in the case of the busiaess
of shipping, to which this Act applies, the sale proceeds of any tonnage
sold or the amount of compensation in respect of loss of ships ar the
amount of accumulation of reserves, whethér invested or not, shall be
taken into account in computing the average amount of capital empioyed
in such business :

Provided that any income received from investment of such funds rhall be
included in computing profits for purposes of the excess profits tax’.”

Sir, the position of the shipping industry, particularly the Indian ship-
ping industry is of momentous importance duflng the war particularly.
Ships are requisitioned for war services and if they are lost. it is difficult
to replace them. It is also not always practicable to utilise the reserves
for depreciation for replacement of old ships, the cost of replacement
under conditions of war being a very important factor. It is therefore
quite essential that funds lying with shipping companies either as cash or
as investments being the procceds of the sales or the amcunt of compensa-
tion for losses of ships or the sccumulation of the amounts of dcpreciation
should be treated as capital emploved in the business. Unless such a con-
sideration is shown, the position of the shipping industry will be rendered
very difficult. It must be remembered that even after the war, for a'few

. years at any rate, the cost of replacement is going to be substantially
higher than it would be the case under normal circumstances.

In this connection the report of the Joint Taxation Committee of the
Chamber of Shipping and the Liverpool Steamship Owners’ Asscciation is
of interest. They say:

“A special reserve should be allowed out of Proﬁts to replace vessels lost during
the war, or vessels in commission at the end of the war, which would have to bo
replaced at a cost which would exceed the cost of the fleet replaced. and this is
of paramount importance if the shipping industry is t> be maintained after the war.
The creation of any such reserve should not be confined to the excess profits tax
provisions, but provided for if necessary against the national defence committee ™

Sir, I move.
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Mr.. President (The Honourable Sir Abdur Rahim):- Armendment
moved :

““That after Rule 3 of Schedule IT to the Bill the following be inserted :

‘3A. Notwithstanding anything contained in Rule 3 in the case of the business
of shipping, to which this Act applies, the sale proceeds of any tonnage
sold or the amount of compensation in respect of loss of ships cr the
amount of accumulation of reserves, whether invested or not, shall be

taken into account in computing the average amount of capital employcd
in such business : i

Provided that any income received from investment of such funds shall be
included in computing profits for purposes of the excess profits tax’.’

The Honourable Sir Jeremy Raisman: As far as I can see, the amend-

ment proposed by my Honourable friend embodies a reasonable principle,
and I am prepared to accept it.

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

“‘That after Rule 3 of Sehedule Il to the Bill the following be inserted :

‘3A. Notwithstanding anything contained in Rule 3 in the case of the busiuness
of shipping, to which this Act applies, the sale proceeds of any tonnage
sold or the amount of compensation in respect of loss of ships “r the
amount of accumulation of reserves, whether invested or not, shall bhe

taken into account in computing the average amount of capital employed
in such business :

Provided that any income received from investment of such funds +hall be
. included in computing profits for purposes of the excess profits tax’.”

The motion was adopted.

My, President (The Honourable Sir Abdur Rahim): The question is:
“That Schedule II, as amended, stand part of the Bill.”
The motion was adoptaed.

Sehedule II, as amended, was added to the Bill.
Schedule 11T was added to the Bill.

Mr. President (The Honourable Sir Abdur Rahim): The question is:
“That clause 2 stand part of the Bill.”

Mr, S. P. Chambers: Sir, I beg to move:

““That in the first proviso to sub-clause (5) of clause 2 of the Bill, after the words
‘company or’ the words ‘of a' be inserted.”

Sir, this is a small drafting point. Sir, I move.

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

“That in the first proviso to sub-clause (5) of clause 2 of the Bill, after the wardg.
‘company or’ the words ‘of a’ be inserted.”

The motion was adopted.

Babu Baijnath Bajoria: Sir, T move:

“That in the first proviso to sub-clause (5) of clause 2 of the Bill, after the word

‘property’, where it occurs for the second time, the words ‘other than immovable
property’ be inserted.’’
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The proviso runs as follows : f

‘“‘Provided that where the functions of a company or society incorporated by or
under any emactment consist wholly or mainly in the holding of investments or other
property, the holding of the investments or property shall be deemed for the purpose
of this definition to be a business carried on by such company or society.’” "

It means that even income from immovable property held by a com-

. . . % .
pany will be treated as business carried on by the company and this income
will be liable to taxation. The intention of this Bill, as I understand it,
is to tax excess profits of business and not income derived from immov-
able property by way of investment. I move this amendment to clarify
the point that property will mean only moveable property and not im-
movable property. Sir, I move. ’

Mr. President (The Honourable Sir Abdur Rahim): Amendment
moved :
“That in the first proviso to sub-clause {5) of clause 2 of the Bill, after the word

‘property’, where it occurs for the second time, th. words ‘other than immovuble
property’ be inserted.”

Mr. S. P. Chambers: Sir, I oppose this amendment. It was definitely
intended, when the definition was put in the Bill, that in the case of a
company which has as its only business the holding of investments or the
holding of real property and the letting out of real property on hire, that
that should be regarded as business for the purpose of the Act. And I can
see no reason why, if there is such a company and if owing to the increase
of rent in certain areas it makes excess profits, these profits should not be
charged to the tax. This does not apply to individuals but only to com-
panies and societies incorporated specially for the purpose. Sir, I oppose.

Mr. M. S. Aney: Will a house building society come within the
meaning of this Act?

Mr. S. P. Chambers: A building society is in any case carrying on a
business whether it is holding property or not. This deals with a different
class of cases,—the actual holding of investments in real property wnd
any other property for the purpose of the company’s business. In the
case of a building society the main source of income is interest although
it does also hold property as part of its business. Both the cases are

liable to excess profits tax.

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

““That in the first proviso to sub-clause (5) of clause 2 of the Bill, after the word
‘property’, where it gccurs for the second time, the words ‘cther than immevable
property’ be inserted.”

The motion was negatived.

Babu Baijnath Bajoria: Sir, T wmove:

“That in part (a) of sub-clause (6) of clause 2 of the Bill, for the word
‘September’ the word ‘October’ be substituted.”

When I was speaking on this matter in the general discussion the
Finance Member remarked that half a loaf is better than no loaf This
amendment carries out that intention and gives half a loaf. The financal
year is from April to March. So 1st October to March will give six months
as the chargeable accounting period and-April to- September will: ndt’ be
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so included. .'I also explained then that there will be difficulties of admi-
nistering the Act and also harassment to the assessees'if the 1st Septem-
ber ‘is retained because most of the companies close their half-years in
September and March. For that reason also October is better suited than
September. Again, war was declared on 3rd September and the Govern-
ment cannot go before that date. So it should be the 1st of the next -
month following the declaration of war.  On these grounds I move this
amendment. "It will not make any heavy inroads on the Government
revenues whereas it will be casier and simpler both for the assessees as
well as for the department to administer the Act. 8ir, I move.

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

_“That in part.(a) of sub-clause (6) of clause 2 of the Bill, for the word
‘September’ the word ‘October’ be substituted.”

The Honourable Sir Jeremy Raisman: Sir, I must oppose this amend-
ment. The date which now stands in the Bill was the result of the delilyer-
ations of the Select Committee and in spite of the alluring arguments
based on a priori ideas and symmetry and on some fractions being more
aesthetic than others I regret I must accept the difficulties, such as they
may be, of administering the 1at day of September rather than accept the
postponement to the first day of October. Although war was declared on
8rd September we all remember. that the 1st and 2nd September were for
all practical purposes days of war. S8ir, I oppose.

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

“That in part (a) of sub-clause (6) of clause 2 of the Bill, for the - word
‘September’ the word ‘October’ be substituted.’”

The motion was negatived.
‘Mr. Akhil Chandra Datta: Sir, I move:

“That in part (a) of sub-clause (6) of clause 2 of the Bill, for the wora ar fgures
‘September 1839’ the word and figures ‘April 1940’ be substituted.”

My first ground for moving this amendment is that in the ordinary
course the chargeable accounting period should begin from 1st April. For
two-reasons: it should not have retrospective effect—that is one reason.
The second reason is that the 1st of April is not only the time when this
will have been passed, but it happens to be the first day of the financial
year. I do appreciate that a certain concession has been made by changing
the date from 1st April, 1939 to 1st September, 1939; and although we are
thankful for small mercies, I may point out that the concession is more
illusory than real as was explained by my Honourable friend, Mr. Aikman.
He said that it is only fair to point out that although.the months from April
to August are not now to be reckoned as coming within the first chargeable
accounting period, this does not mean that in every case the assessee will
pay a smaller amount of excess profits tax. I do not wish to say that that
was the reason why Government made that concession, but I am only
stating a:fact that the concession is not so real as it might appear to be .

The Honourable Sir Jeremy Ralsman: Then go back to April, 1989,
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Mr, Akhil Chandra Datta: I should not be misunderstood.*1-do &ppre-
ciate the concession so far as that portion of the period is concerned. -Other
grounds have been discussed on other amendments, and I do not like to
repeat them now. Sir, I move.

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

“That in part (a) of sub-clause (6) of clause 2 of the Bill, for the word and ?‘igures
‘September 1939’ the word and figures ‘April 1940’ be substituted.’

The Honourable Sir Jeremy Raisman: Sir, I oppose the amendment.

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

“That in part (a) of sub-clause (6) of clause 2 of the Bill, for the word and:ﬁg'ures
‘September 1939’ the word and figures ‘April 1940’ be substituted.”

The motion was negatived. !

‘Babu Baijnath Bajoria: Sir, I move:

‘“That for sub-clause (§) of clause 2 of the Bill the following be substituted :

‘(8) ‘Company’ has the meaning assigned to the expression in section 2 of the
Indian Imcome-tax Act, 1922°.” i

I do not understand why a differentiation has been made in .the defini-
tion of the word ‘company’ in this Bill from what it obtains in the Indian
Income-tax Act. The difference is this : whereas company as defined in
the Indian Income-tax Act includes a foreign association carrying on busi-
ness in British India whether incorporated or not, and whether its principal
place of business ig situate in British India or not, the words ‘‘carrying on
business in British India”’ and the words ‘‘whether its principal place of
business is .situate in British India or not’’ have been omitted from the
definition as has been given in this Bill. I do not see any reason why the
definition of company should be enlarged for the purposes of this Aet and
the word should not have the same meaning as is assigned to it in the
Indian Income-tax Act, 1922, as amended by this House in 1939. in this
connection I would like to refer to the Minute of Dissent of my Honourable
friend, Sir Cowasji Jehangir. He would have explained this amendment
in more details but, unfortunately, he is not with us here today. He says
in his Minute:

“From the definition of ‘Company’. as given in, the Inccme-tax Act, it is clear
‘that a ‘Company’ which is incorporated in a Native State and which does not carry
on business in British India, is not a ‘Company’ within the meaning of that
definition. If such & company capitalises a part of its accumulated profits mnd “educes
its capital by return of capital, then the amount of such capital received by a share-
holder, who is a resident of British India, is not subjected to income-tax. From the
definition ‘of ‘Company’ as given in the Bill, the return of such capital receivéd by o
shareholder, who is a resident of British India, would bs subjected to Excess Profits
Tax. Whatever may have been the intention of Government when the Incomaz-tax
Act was amended last year, there is no reason why profits not legally subjected to
income-tax should be subjected to Excess Profits Tax by this Bill.” ‘

For the sake ,of_.ﬁniformity and in order that the meaning of the word
“‘company’” may not be enlarged, I would request Government to accept
this amendment,
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Mr. President (The Honourable Sir Abdut Rahim): Amendment
moved:

“That for sub-clause (8) of clause 2 of the Bill the Tollowing be substituted :

‘(8) ‘Company’ has the meaning assigned to the expression in section 2 of the
Indian Income-tax Act, 1922’."

Mr. S. P, Chambexs: Sir, 1 oppose this amendment. My Honourable
friend has said that he did not see any reason why there should be any
differentiation in the definition of ‘‘company’’ in the Excess Profits Tax
Bill and in the Income-tax Act of 1922. On that point I entirely agree
with him. The definition in the Income-tax Act has been found to be
defective and a suitable opportunity will be taken to put that right and
to bring it into line with the definition in this Bill; and in that case I
think that his first objection will fall to the ground . . . .

Mr. ¥. E. James: Will that be in this Session too?

Mr. S. P. Chambers: No. I would like first of all to point out why a
different definition was taken and in what way the definition in the Income-
tax Act is defective. The principal difference is the omission of the
words ‘‘carrying on business in British India’”’. TUnder the definition in
the Income-tax Act if a foreign association is carrying on business in British
India, the Central Board of Revenue may declare it to be a company.
That definition was put in when other sources of income available to a
non-resident eompany were not chargeable to ineome-tax. But the Indian
Income-tax Amendment Act of 1939 made chargeable certain items of
ineome which were not formerly chargeable. It also provided for the
deduction of super-tax from dividends paid to foreign associations; and
we have found this difficulty in practice that the payment of a dividend by
a British Indian company to a foreign company is liable to income-tax
and super-tax at the rates appropriate to an individual, even though the
company is quite obviously an ordinary public company registered in a
foreign country. That was mever the intention. Formerly there was no
such liebility to super-tax. Amd we have been faced with the difficulty
that ithe super-tax will be deduetable from such companies’ dividends at a
very high rate. That was never intended, and as I said, a suitable oppor-
‘tunity will be taken to put that right. At the same time, there was no
reason why when we were drafting the Excess Profits Tax Bill we should
carry into that Bill a defect which existed in the Indian Income-tax Bill.
For that reason the definition in the Excess Profits Tax Bill was put in
‘that form. That was the reason why we had the definition in this form.

‘Mr. ®. B. James: Will it be precisely in this form?

Mr, 8. P. Chambers: I cannot prophesy what this House will do, but
‘the intention is that it will be in this form. Sir Cowasji Jehangir, how-
ever, has raised in his Minute a different point. It is a very interesting
point. He says that if a company is registered in an Indian State and
carries on business in an Indian State then it can either declare dividends,
or capitalise its profits and pay those profits to a company in British ‘India
in a form which i3 not Eable to'incometax or super-tax. That is a sur-
prising statement, and it is argued in a rather peculiar manner. He does
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'3t in this way. He says that dividend is defisied in the Indian Income-

tax Act as distribution by a company in a certain form. If a compeny is
registered in an Indian State and does not carry on business in British
India, it cannot be deemed to be a company for the purpeses of income-
tax, and then any dividend or distribution by & company would not be a
dividend chargeable to income-tax and comespondingly it will not be
chargeable to super-tax. Frankly, the object of putting in this definition
of dividend was to prevent avoidance of tax—super-tax mainly, not
income-tax,—by large corporations by distributing their profits in a
capital form. This House passed that amendment, and it was generally
agreed that an amendment of this kind declaring such distribution to be
income was necessary and desirable. However, the Honourable Member
comes along and says
companies is defective, and as that is defective we think we can still get
over your definition of ‘dividends’ in respect of companies floated in an
Indian State’’! That is precisely what he says in the words of his minute.

we think there is a flaw because your definition of

. He says whatever may have been the intention of Government when the

\

Income-tax Act was amended last year, there is no reason why profits not
legally subject to income-tax should be subjected to excess profits tax by
this Bill. It is quite clear, therefore, that the object in trying to go back
1o the defective definition of ‘company’ is to utilise this defective defini-
tion for the avoidance of excess profits tax. 'Well, 8ir, I find myself in a
peculiar position, that having first of all suggested a definition of ‘com-
pany’, for one reason the Honourable Member shows me a much better
reason. I think had T heard about it before, I would have welcomed the
additional reason for making this definition different from that in the
Income-tax Act. His reason is a belter one even than mine, and T feel
sure that this House will not wish to go back to a defective definition for
the ‘purpose of enabling corporations to avoid excess profits tax.- ‘Bir, I
oppose the amendment.

Mr. Pregident (The Honourable Sir Abdur Rshim): The gquestion .is:

“That for sub-clause (8) of clause 2 of the Bill the following be substituted :

‘(8) ‘Company’ has the me: assigned to the expressiom in section 2 of the
lndian Income-tax Aect, 5922'.”

The motion was negatived. -
Mr, 8. P. Chambers: Sir, I move:

“That sub-clause (I7) of clause 2 of the Bill be omitted,”’—-

and I would iike, with the permission of the House, o add to that, Sir, the
consequential words ‘and the subsequent clause.s be renumbered accard-
ingly’. The object of this is to cut out a definition which is rendered un-
necessary hy another amendment.

Mr. President (The Honourable Sir Abdur Rahim): The question is:
“That sub-clause (17) of clause 2 of the Bill be omitted, and the sibsequent

<lauses be rennmbered accordingly.’

The motion was adopted.



1832 LEGISLATIVE ASSEMBLY [20rH Mar. 194

Babu Baijnath Bajoria: Sir, I move:

*“That in the second proviso-to sub-clause (22) of clause 2 of the Bill, for the word:
and figures ‘December, 1938’ the word and figures ‘September, 1937’ be substituted.”

This proviso gives an additional percentage of two per cent. in the case
of new companies, but the date that has been provided there is *‘Decem-
ber, 1938”", and as such very few companies will be able to take advantage
of this date. If the intention of the Government is that new companies.
should be given the benefit of this extra two per cent. then the date; as I
have suggested in my amendment, that the companies which have been
in existence only for two years before the date of the application of this
Bill should be treated as new ocompanies for the purposes of this Act.
After all, companies of two years’ standing are merely babies, and if
babies are to be fed, nine months are not sufficient. Sir, I move.

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

“That in the second proviso to sub-clause (22) of clause 2 of the Bill, for the word
and figures ‘December, 1938’ the word and figures ‘September, 1937’ be substituted.”

Mr. F. E. James: Sir, I am afraid that the House should not accept
this amendment, because if they did so they would be defeating the pur-
pose of the Select Committee. The change mude in sub-clause (22) of
clause 2 was specifically made for the purpose of mitigating the hardship
which might otherwise be suffered by new business which had no standard
period. Now, if my friend, Mr. Bajoria’s amendment is accepted, it would
apply to companies which would have a standard period. Therefore, .in-
asmuch as options were extended to include the year 1938-39, the real date
must be the 1st July, 1938; any company started after that date has no
standard period and has therefore this concession. Any company started
before that date would have a standard period to refer to and, therefore,
is not entitled to have this particular concession which is limited to busi-
nesses with no standard period. I would suggest, therefore, that my friend
should withdraw his amendment, and that he should support amentdment
No. 22 which fixes the date as the 1st July, 1938. ’

Mr. 8. P. Chambers: Sir, the amendment No. 22 which has been
tabled by Mr. James and Mr. Chapman-Mortimer is consistent with the
amendment (No. 112) as modified yesterday, which amended clause 26
sub-clause (2) (a) of the Bill, and I accept the Honourable Member’s sug-
gestibg that if this amendment is withdrawn, Government ghould wccept
No. 22.

Babu Baijnath Bajoria: In that case there will be only one standard
period and you cannot judge the company by the results of its working
of only nine months.

Mr. S. P. Chambers: The Honourable Member accepted the amend-
1».u. ment in the corresponding place yesterday.
Mr. President (The Honourable Sir Abdur Rahim): The question is:

““That in the second pl;c;viso to sub-clause (?2) of clause 2 of the Bill, for the word
and figures ‘December. 1938’ the word and figures ‘September, 1937’ be substituted.”

The motion was negatived.
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Mr. ¥. E. James: I move: et S

.

‘‘That in the second proviso to sub-clause (22) of clause 2 of the Bill for the words’
and figures ‘lst day of December, 1938’ the words and figures ‘lst day of July, 1938”
be substituted.” -

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

““That in the second proviso to sub-clause (22) of clause 2 of the Bill for the words
and figures ‘lst day of December, 1938’ the words and figures ‘1st day of July, 1838"
be substitated.”

The ‘motion was adopted.

Sir @George Spence (Secretary, Legislative Department): I move:

“That in the second provtso to sub-clause (22) of clause 2 of the Bill for the wards
‘by two per cent. in each case’ the words ‘from eight, ten and six per cent. to ten,
twelve, and eight per cent., respectively’ be substituted.”

This is a drafting amendment. The intention has always been as ex-
pressed in the amendment but it is believed that if the existing wording
stood the increase in the percentage could not be from eight to ten per
cent. but from eight to eight plus two per cent. of eight per cent. which is
not what is intended. Sir, I move.

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

“That in the second pl‘OVlso to sub-clause (22) of clause 2 of the Bill for the words
‘by two per cent. in each case’ the words ‘trom eight, ten and six per cent. to ten,
twelve, and eight per cent., respectively’ be substituted.”

The motion was adopted. 'y

Pandit Krishna Kant Malaviya (Benares and Gorakhpur Divisions: Non-
Muhammadan Rural): I move:

dd“'ghat to sub-clause (£2) of clause 2 of t.he Bnl] the followmg further provxso be
adde

‘Provided further that in the case of business t.he profits of which accrue or
arise without British India, the foregomg .percentages shall be iucreased

by two per cent. in each case’.

I do not entertain any hope that this amendment will be accepted,
but the reason underlying the amendment is this. Unless we can provide
sufficient incentive for those of our brethren who are trading outside Tndia,
there is no inducement for them to earry on trade in foreign countries and
add to our national wealth.

Mr. F. E. James: Do you mean Indian States?

Pandit Krishna Kant mhviya: I am talking of overseas. I, therefore,
want that a concession of two per cent. which does not cost very much to
the Government nor involve a big loss to the nevenues of the Government,
should be given to persons trading in foreign countries by increasing it by
two per cent., that is, twelve instead of eicht and ter. Sll‘ I move.

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

;"ghat to sub-clause (22) of clause 2 of the Bill the following further proviso be
adde
‘Provided further that in the case of business the profits of which accrue or
arise without Bntlsh India. the fol:egomg percentages shall be increased
by two per cent. in esch case’.

D
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. Mr, ¥. E. James: I should like to accept this on behslf ‘of‘the Chamber
of Princes!

Mr. Muhammad Nauman  (Patna and Chota Nagpur cum Orissa:
Muhammadan): Sir, I rise to support the amendment. Its object. is
gimple and it does not really interfere with any big amount in the matter of
taxation. I think that people who are trading in foreign countries deserve
some better treatment than those who are placed with better facilities in_
this country. Those people who are trading in foreign countries run greater
risks than they do usually, and in the circumstances there is very good
ground that an incentive should be given to our people to go and establish
their businesses abroad. With these few words I support the amendment.

Mr. S. P. Chambers: I oppose the amendment. The second proviso
which gave special relief to new companies has no application to businesses
which are conducted abroad. In so far as those businesses are liable to
income-tax and to excess profits tax, I cannot see any difference between
them and the profits of anybody else ordinarily resident in British India,
and if they are making excéss profits I cannot see why they should not pay
the tax in the same way as other persons.

Pandit Krishna Kant Malaviya: May I suggest to the Honourable
Member that the difference between those who trade in India and those
who trade in foreign countries is that those who trade in foreign countries
run greater risk of life, greater risk of property, and a thousand and one
other difficulties theyhave to face, which those who are trading in this
country have not to undergo., What is demanded ig oply . . . .. .

Mr. President (The Honourable Sir Abdur Rahim): The Honoyrable
Member is making a second speech.

Mr., 8. P. Chambers:: May I suggest that we do not take into account
elements of risk. Some people run a lot of risk in India, risks are much
greater in some industries than in other industries, but the factor of risk
cannot be taken into account. -

Mr. President (The Honourable Bir' Abdur Rahim): The question is:
“That to sub-clause (22) of clause 2 of the Bill the following further proviso be
added : . . g

‘Provided further that in the case of business the profitse of which accrue or
arise without Britieh India, the foregoing percentages shall ‘be imoreamed
by two per cent. in each case’.” -

The motion was negatived.

Pandit Krichna Kant Malaviya: T move:

“That after sub-clause (2%) of clause 2 of the Bill the following be inserted :

‘{2}) for the purposes of this Act a firm is resident in British India in any
chargeable accounti iod (a) if the control and management of its
affairs is situated wholly in British India in that period, or (b) if its
profits arising in British India in that period exceeds its profits arising
without British India in that period’.”
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Mr. President (The Honourable Sir Abdur Rahim): Amendment moved: -

“‘That after sub-clause (23) of clause 2 of the Bill the following be inserted :

‘(24) for the purposes of this Act a firm is resident in British India in any
chargeable accounting ﬁeriod (a) if the control and management of its
affairs is situated wholly in British India in that period, or (b) if its
profits arising in British India in_ that period exceeds its profits arising
without British India in that period’.”

Mr. Lalchand Navalrai (Sind: Non-Muhammadan Rursl): Sir, I
-support this amendment.

Mr. S. P. Chambers: I oppose the amendment, but I would like to
:say this that I have some sympathy with a certain type of case which I
believe may exist, but that type of case will not be dealt with by this
.amendment. The type of case I am referring to is where there is a firm in
which the principal partners are ordinarily resident in British India, where
the control is in British India, but where there are working partners out-
side British India who have profits which are, under the Indian Income-tax
Act, liable to income-tax, because the firm is resident. I think there may
be one or two cases in which the Bill may work a little harshly. This
.amendment, however, goes much further than that.

Mr. M. S. Aney: How are you going to meet those cases?

Mr. S. P. Chambers: The position with regard to those cases is some-
‘what - obscure, because I believe that in many cases these persons have
‘been called partners, but are not strictly partners. They are local non-
resident managers. What I suggest is that this matter can be dealt with
.executively if there are cases of hardship of ordinarily non-resident manager
partners or working partners who may be liable only if a very rigid inter-
pretation of their partnership agreements is followed. That is, I think,
as far as we can go. The amendment goes much further than that. I
«oppose it.

Dr. P. N. Banerjea: Will there be any general instructions?
Mr. S. P. Chambers: Yes. .

“Mr. President (The Honourable Sir Abdur Rahim): The question is:
“That after sub-clause (23) of clause 2 of the Bill the following be inserted :

“(24) for the -purposes of this Act a firm is resident in British India in any
chargeable accounting period (a) if the control and management of its
affairs is situated wholly in British India in ths;esenpd,‘ or (b) if its
profits arising in_British Tndia in_that period exceeds its profits arising
without British India in that period’.”

The motion was negatived.

Pandit Krishna Kant Malaviya: Sir, I move:
“‘That after sub-clause (23) of clause 2 of the Bill the following be inserted :

“(24) for the purposes of this Act a Hindu undivided family is deemed to be
resident in British India in anv chargeable accounting period if the
control and management of its affairs is wholly situated in British India
in that chargeable accounting period’.”’

: D2
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There are cases in which the karta of the family or the manager carries
on trade in foreign countries and remains outside India all the year round
or for years together. What would be the position of the members of his

family? Will they continue to be taxed or will they escape from this
Excess Profits Tax?

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

““That after sub-clause (23) of clause 2 of the Bill the following be inserted :

‘(24) for the purposes of this Act a Hindu undivided family is deemed to be-
resident in British India in any chargeable accounting period if the

control and management of its affairs 1s wholly situated in British India
in that chargeable accounting period’.”

Mr. Lalchand Navalrai: I support this amendment. It is quite plain:
that the undivided Hindu family will be the loser and there will be great
hardship if the manager is working outside. In that case, some conveni-
ence should be given to him and I hope that if this amendment is not
accepted, assurance of some nature will be given.

Mr. S. P. Chambers: I oppose this amendment. I think there is some:
misunderstanding about this. A Hindu undivided family under the:
Income-tax Act is resident unless the control or the management is out-
side British India. If the manager is not ordinarily resident im Britishk
India, then in respect of the foreign income the family will not be liable
to excess profits tax. I think in many cases the control of the affairs of
the Hindu undivided family is in British India and if its manager is ordi-
narily resident in British India, I cannot see that there is any reason why

we should exempt the profits from the Excess Profits Tax. Sir, I oppose
the amendment.

Pandit Krishna Kant Malaviya: What will happen in the case of a.mana-
ger who trades outside India and remains outside the country for a length
of time, a year, four or five years together. Will the members of the

family get relief. What will happen to the members of the family? Will
they be liable to this Excess Profits Tax?

oo
RARESY RO

- Mr, President (The Honourable Sir Abdur Rahim): The Honourable:
Member is making another speech. '

Pandit Krishna Kant Malaviya: T am only putting a question. Will he

be regarded as an ordinary resident of the country, while he is staying i
foreign countries for four or five years?

Mr. S. P. Chambers: If the manager is outside British India for : four
or five yvears, he is neither resident nor ordinarily resident.

Mr. M. 8. Aney: I think the Honourable Member should take time to
think over this during the lunch interval.

Mr. S. P. Chambers: I am quite clear on the point.
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‘Mr. President (The Honourable Sir Abdur Rahim): The question is:
“‘That after sub-clause (28) of clause 2 of the Bill the following be inserted :

“(24) for the purposes of this Act a Hindu undivided family is deemed to bLe
* resident in British India in any chargeable accounting period if the
control and management of its affairs is wholly situated in British India

in that chargeable accounting period’.”

The motion was negatived.

‘Mr. President (The Honourable Sir Abdur Rahim): The question is:
"“‘That clause 2, as amended, stand part of the Bill.”
The motion was adopted.

‘Clause 2, as amended, was added to the Bill.

‘Mr. President (The Honourable Sir Abdur -Relim): The question is:
"“‘That clayse 1 stand part of the Bill.”

‘Mr. Lalchand Navalrai: Sir, I move:
“‘That - after sub-clause (8) of clause 1 of the Bill. the following be added :
“(4) It shall remain in force only until the present hostilities cease’."

This is a point which we raised at the time of the genbral discussion as
-well. In the Preamble it is not quite clear whether it is‘the intention of
the Government that this Bill will last only till the end of the war. What
I want is that this point should be made definite and clear. There are
:amendments Nos. 2 and 3, but my amendment is a very comprehensive
-one and makes the intention quite clear. If it is the real intention of
‘Government that this Bill should be in force only till the end of the war,
:nothing ‘will be lost by making it clear. In all Acts, we find that the
period is given and I do not know why the period should not be given
-clearly and why it should be left vague and indefinite, Therefore, I move
this amendment.

Mr. President (The Honourable Sir Abdur Rahim): Amendment moved:
“‘That after sub-clause (3) of clause 1 of the Bill. the following be added :

LI

‘(4) It shall remain in force only until the present hostilities cease’.

Mr. M. S. Aney: The main object of this amendment is that the opera-
tion of the Excess Profits Tax Bill should be confined to the war period
and should not go beyond. I believe that is in consorance with the ob-
jects with which the Excess Profits Tax Bill has been introduced in this
House. The idea is to make certain money to cover war expenditure. It
may be that even after the war, we shall have to make some more money
in order to finish off the various liabilities that we may incur during the
course of the war. A period of a year or two may be required as we did
find it necessary in the case of the previous war. -Immediately after the
expiry of the war, all expenditure in regard to the war will not necessarily
be over. In that case, an enabling clause may be introduced to enable
the Government to extend the operation of the Act by a year or two more
if they think it necessary after the expiration of the war. But the main
purpose of this Bill being to raise certain money to cover war expenditure,
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it ordinarily ought not to go beyond the period of hostilities. With that:
" object in view, my Honourable friend, Mr. Lalchand Navalrai, has tabled
this amendment. I know that we have already restricfed the operation
of this Bill to the end of the financial year. On that point I have already
made my observations at the time of the general discussion of the Bill.
I do not want to repeat them now. All that we are likely to gain by that
is to consider the question of the rate when the specific clause in the:
Finance Bill relating to the extension of this particular Act for another year
comes before us. What is now intended is that they need not have that
kind of annual restriction at all if the period of the operation of the Act is
definitely restricted to the period of hostilities. I, therefore, think that
this is a more reasonable position and the Government should think over
the matter before they give any reply off-hand.

The Honourable Sir Jeremy Raisman: Sir, I must oppose this amend-
ment. There are a number of considerations to be borne inv mind when
determining the operation of a measure of this kind and many of those
considerations operate in favour of the tax-payer. It is to be remembered
that the exact date chosen on which the validity of this legislation should
cease is one of great importance as between different assessees. In any
case, it will be quite impossible for this Act to cease on some date in the
middle of the financial year because the position then would be that
certain people who happened to have been assessed would have paid the
tax and others would not. Therefore, the operation of the tax must be:
over a complete financial year. By the amendment which the Select
Committee made in clause 4 and the amended definition of the accounting
period, we have already secured that the measure comes under our consi-
deration each time at the end of the financial year. If the war should
have ceased by thab time, obviously a new situation would have arisen
which would have to be taken into account. It would be quite inappro-

priate to make the Act suddenly cease on the date on which the hostilities
cease.

Mr, Lalchand Navalrai: Sir, in view of the explanation of the Honour-
able Member, I beg leave of the House to withdraw the amendment.

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

Mr. President (The Honourable Sir Abdur Rahim): The questiom is:
““That clause 1 stand part of the Bill.”

The motion was adopted.

Clause 1 was added to the Bill.

The Assembly then adjourned for Lunch till a Quarter to Three of the
Clock.

The Assembly re-assembled after Lunch at a Quarter to Three of the
Clock, Mr. Deputy President (Mr. Akhil Chandra Datta) in the Chair.

Mr. Deputy President (Mr. Akhil Chandra Datta): The question is:
*That the Preamble stand part of the Bill.”"
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Mr. M. 8. Aney: Sir, I beg to move:

“That in the Preamble of the Bill, for.all the words oocurring after the words
‘excess profits’ the words .‘which accrue in certain businesses as & result of the
special conditions prevailing during the war’ be substituted.” ’ )

Sir, when this Bill was first introduced, the preamble stood like this:
‘‘whereas it is expedient to impose a tax on excess profits arising out of
-eertdgin business’’. Now, that was later on altered in the Select Commit-
tee as it stands at present, ‘‘whereas it is expedient to impose a tax.on
excess profits arising out of certain businesses in the conditions prevailing
during the present hostilities’’. These words have been added by the
Select Committee to bring out what they considered to be the real objects
of this Bill. I concede that it is certainly an improvement upon, the
original Bill and goes to some extent to meet the objections that the
excess profits were intended to refer to the conditions of business prevail-
ing during the hostilities. But I do not think it goes sufficiently far
enough to achieve the real object which we ought to aim or which the
Honourable the Finance Member had declared in the first speech which
he made while introducing this Bill. .I may remind him of a very import-
ant admission made by him on the 13th March, 1940, when this Bill was
under discussion. In justifying his Excess Profits Tax he gave the reason
why the Government were entitled to claim a share on certain kinds of
profits: )

“The State in a war emergency had the undoubted .right to a very large propar-
tion of profits which accrued—these are the important words to which I wish to
draw the attention of the Honourable the Finance Member—demonstrably and
directly as a resunlt and in the conditions of war.” :

 That is what has been stated there. Later on, of course, he has given
‘some explanation about these matters. My amendment is really intend-
ed to bring sbout in the preamble with full force the import of what he
has stated in explaining the object of this Bill in the statement which I
have just read out. The words which I want to introduce now are,
‘““which accrue in certain businesses as a result of the special conditions
prevailing during the war’’. The present wording is only “‘in the condi-
tions prevailing during the present hostilities’’. 'Here we want to confine
the profits to arise in the business as a result of the special conditions pre-
vailing during the war. That is the only difference I have made. In
justification of the change which has been made in the Select Committee
in para. 8 of the Select Committee Report certain reasons are given which
also in my opinion if properly read go to support the position which I
have taken:

“Having regard to the professed objects of the Bill, to tax additional business
profits which accrue as a result of the conditions prevailing during the war, we
congider that the preamble should contain a definite reference zo this aspeet »f the
proposed legislation. We have therefore amended the preambie to indicate clearly
that this new taxation is related to war conditions and we have altered the date on -
which excess profits become liable to taxation from the 1st day of April to the 1st day
of September, 1939.” :

Of course, by making that change we have made the profits to have
relation to war conditions. That is true. But we have not been sble to
declare properly. It is only profits arising out of conditions existing due
to the war and war alone that we are going to tax. That position is not
made perfectly clear in the preamble and this amendment is intended to
‘do that. I have spoken about the matter before and the Honourable the
Finance Member has also more than once given his reply to my criticism

N 1"
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in explaining his conception of excess profits ete., during the course of the
debate on tnis Bill. ‘I need not therefore repeat the grounds over now.
This amendment is intended to bring about certain points of view which
we have been pressing on the floor of the House since this Bill has come
up for discussion here. 1 believe my amendment will be accepted. All
that they wanted out of this Bill to come from the people will be secursd
by them. We are making their objects more clear and more intelligible
and less equivocal. That is all we are doing by bringing about this change.
I hope the Government will ‘accept my amendment,.

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

“That in the Preamble of the Bill, ‘for all the words occurring after the words
“excess profits’ the words ‘which accrue in certain businesses as a result of the
special conditions prevaxlmg durmg the war’ be substituted.”

The Honourable Bir Jeremry Raisman: Sir, I am ready to admit that
for all practical purposes, or for most p"actlcal purposes the amended
words do actually describe the intentions which I have in mind, but my
reluctance to accept an amendment of this kind is simply this: that if
words of this kind are put into the preamble it will give ground for the
“possible argument that certein types of brofits although they arise in the
_gonditions of the war are not due to . the special conditions’ prevailing
during the war and therefore legal argumentation might result as to whe-
ther certain profits which are .undoubtedly liable to tax fall within the
scope of| this measure. I expldined at some length the other day that I
was not prepared to leave scope for that type of argument. I felt myself
that practically all cases of excess profits arisirig during the war are cases
of excess profits arising out of the war. But it would not be desirable to
leave a precise point like that to be open to doubt and argumentation and,
therefore, 1 feef that it is the practical course to adopt a preamble which
while it relates the measure quite definitely to conditions prevailing during
the war, does not purport to establish a direct casual connection between
every case of excess profits and the war. For these practical reasons,
namely, to avoid litigation of this character, I must oppose this amendment.

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

“That in the Preamble of the Bill, for all the words occurring after the words
‘excess profits’ the words ‘which accrue m certain businesses as a result of the
special conditions prevailing during the war’ be substituted.”

The motion was negatived. .

Dr. Sir Ziauddin Ahmad: Sir, I beg to move:

“That in the Preamble of the Bill, for the words ‘in the conditions prevailing
during the present hostilities’ the words ‘on account of war conditions’ be
substituted."’

The object is that as soon as war ends, the operation of the excess
profits tax will not end on that very day. Hostilities may end but war
conditions may continue. Therefore my intention is to make it clear that
the operation of the Bill will cease only on such day as the. Governor
General in Councii may notify in the official Gazette. Sir, I move.
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Mr. Deputy President (Mr. Akhil Chandra 'Datta): Amendment
anoved :

‘‘That in the Preamble of the Bill, for the words ‘in the conditions prevailing
-du!z)'mg th; present hostilities’ the words ‘on account of war . conditions’ be
.substituted.’’

The Honourable Sir Jeremy Raisman: Sir, I am afraid my Honourable
friend was not in the House this morning when I spoke on Mr. Lalchand
Navalrai’s amendment No: 6. 1 then ' explained that it would not be
possible for the period of the Bill .to be determined automaticslly the
.moment war ceases. My main objection to Sir Ziauddin's amendment is
.the same as the one I have just explained, namely, that it implies direct
«casual connection between avery case of excess -profits and the war; and
that would give grounds for legal arguments. Sir, I oppose the amend-
.ment.

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

» “That in the Preamble of the Bill, for the words ‘in the conditions prevailing
udu;ing t.hde present hostilities’ the words ‘‘on  account 6f war conditions’ ‘be
:substituted.”

’ PARERN

The motion was negatived.

. My, Deputy President (Mr. Akhil Chandra Datta): “Thé qlestion is:
| That the Preamble stand part of the BilL”

The motion was adopted.‘ _

‘The Preamble was added to the Bill. "

The Title was added to the Bill.

The Honourable Sir Jeremy Raisman: Sir 1 oy

“That, the Bill, as amended, be passed.” '

On' the motion for the consideration of the Bill I gave my view that the
‘Bill as it had emerged from the Select Committee was a greatly improved
-measure and I indicated the various features of the Bill in which improve-
‘muents had been effected in the Select Committee. The Bill has under-
.gone a few changes in the course of the consideration stage, the two main
ones being the raising of the exemption limit to Rs. 86,000 and the widen-
iing of the scope of clause 26 to cover certsin additional types of cases.
On these amendments I feel that the possibilities of genuine hardship
‘have been very greatly reduced. 1t is true that the corsideration stage of-
-this measure might have been described as a debate as to whether Sindhi
merchants should or should not be subjected to the Excess Profits Tax,
because curiously and very disproportionately that aspect of the measure
:seems to have occupied by far the greater part of the time of the House
-during this stage. I trust that that microsegpic fraction of the assessees
who will be affected by the measure will feel that even they managed to
«carry off some victories at the consideration stage; in my opinion, they
certainly got all that they were entitled to expect. But whether thaf is
an adequate return for their enormous and persigtent labours in the pre-
cinets of this House 1 a matter which I must ieave to them to decide.
Sir, I will not make a long speech at this stage. 1 move.
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Mr. Deputy President (Mr. Akhil Chandra Dattd): Motion moved:
“That the Bill, as amended. be passed.”

Sir H. P. Mody: Sir, the battle is over, the ground is being cleared
3pa, 080d the killed and the wounded will presently be removed from
“™*  the field. This is the time in which to say a word or two about
the principal combatants. The judiciousness of Sir Jeremy, the change-
lessness of Mr. Chambers, the levity of the Law Member, the cuteness of
the Commerce Member, the dignity of Mr. Datta, the adaptability of Mr.
Aikman, the jugglery of Mr. James, and last but not the least, the mathe-
‘matical miscarriages of Sir Ziauddin have all left their impress upon the
Bill. Bo far as I am concerned I would certainly have liked the Bill to be-
“‘mody-fied’’ a little further. However, the tax is there and we have got:
to put the best face upon it. I have too great a confidence in the judg-
ment and fairness of Mr. Sheehy, who is the principal officer, who will
be connected with the administration of the Act, to feel that in his hands
it will be an instrument of oppression. Of course, it is a heavy impost.
and I shall look very indulgently upon the efforts of my ingenious friends.
in Calcutta and Bombay to get round it in some way or other.

Mr. F. E. James: It is like with like.

8ir H. P. Mody: So far as Madras is concerned, of course, it would not.
have the wits to do anything. At one time it occurred to me that I might
as well get back to Bombay and start a society for the protection of Excess
Profits Tax payers. However, 1 shall lenve that alone. I shall be brief
because 1 know 1o my cost how tiresowe this Bill has been. I shall just
refer to the Finance Member, the principal author of the measure, and,
if I may say so, the principal culprit in this business. There will be many
occasions on which we shall differ from him and differ, I expect, w
violently. There will be msany occasions, on which we shall feel he has
been as misguided and wrong as he has been on the present occasion. But
if 1 may have the presumption of speaking for the non-official Benches, I
shall say that they could not expect to have a fairer or more straight-
forward opponent. If, as I think, this tax is going to bear heavily upon
certain interests, if in the course of its operation it really comes about
that a great maunv anomalies and instances of injustice are brought “to:
light, I am certain, as I said on a previous occasion, that he will be the
first to come to us and put them right. I would also repeat what I said
on a previous occasion that I expect the department to set about its busi-
ness in a spirit of fairness and reasonableness. The tax is going to cut
_very heavily into the profits of industries, and as I have said before, they
may be forgiven if they object very strongly to it. Finally, T would like-
to say with regard to myself that it has been with a heavy heart that I
have assisted at. my own execution.

Mr, Deputy President (Mr. Akhil Chandra Datta): Mr. Aney.
(Mr. ,Muha.mmad Nauman slso rose in his seat.)

Mr. Deputy President (Mr. Akhil Chandra Datta): If Mr. Naumam
wishes to speak now, the Chair will allow hira to speak, though Mr. Aney
has already been called upon to spesk. : .

i
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_ Mr. Muhammad Nauman: Sir, I am glad that the Honourable the
Finance Member has been able to pilot this Bill with the best possible-
support in this House. Although a measure of taxation can never be wel--
come in any country, we feel that faced as we are with a deficit budget:
and living as we do under conditions of world turmoil, we have to bear
certain hardships, which certainly are not as much as in countries which.
are situated near the theatre of war, like England, France and others,
where even rationing of food has been ordered. I am glad that in spite of
their virtual majority, the Government have not coerced us: they have
tried to meet the view points of the elected Members as much as possible,
though not to the extent that we would have liked. They have met us.
on some of the most vital points that we urged. The Finance Member has.
on the whole been sympathetic. The absence of the Congress Party made-
the positim of the Opposition very weak and left us in a very embarrass--
ing position where we could not have compelled the Government to accept-
any of our amendments whatsoever. But I must say that the Government
were fair in not accepting amendments designed to increase the yield of
the tax, as for instance, the aniendment moved yesterday which I support--
ed regarding protected industries where we wanted that the statutory
profit calculated on the recommendation of the Tariff Bosrd should be-
taken as the standard profit and any profit over that should be considered
as excess profit. Mr. Chambers explained that the preamble of their Bill
did not aim at that sort of taxation, though he was rather loth to oppose:
the amendment which would have brought some more money. I mentior
this only to show that the Government were fair and tried to see that the
rigour of the Bill did not affect too many people

I am certainly glad that they accepted the suggestion to increase the
limit from 80,000 to 36,000—as a matter of fact it was from 20,000 to
36,000, as the Select Committee had already raised it from 20,000 to
30,000. Our intention was to raise it to 40,000, as therec was a feeling
among some sections of the people that amendments in the Select Com-
mittee were made more in the interests of the bigger capitalists rather
than the middle classes. I will not say that the burden falls on the poor
because in the matter of direct taxation, normally, effort is always made
to see that the incidence of taxation does not fall on the poor people and
that is so in the case of this Bill as well. But it does to a certain extent
fall on the shoulders of the middle class people because the limit is only
3€,000. It would have been very much worse if the limit had been kept
at 20,000 as originally proposed. However, we are glad that the limit has
been raised and we hope that it will save a lot of merchants who may be
called middle-class merchants. I again appreciate the fact that the
Government have understood the difficulties of foreign merchants and of
fluctuations in the foreign exchange and inflated currercies because of the
depreciated value of the sterling, and they have accepted some of our
amendments—such as the one saying that inflated currency will not affect
those countries where there is an embargo and the profit will be re-
estimated at the time they bring back the money. An assurance has also
been given by the Government that no hdrdship will be caused in the
matter of bringing the books in those cases. I pressed their case because ¥
honestly believed that those merchants who are trading outside India run
greater risks at this particular period of war thaa they normally do, and
they do deserve a certain amount of encouragement and differentiation
from the average trader in this country who has more security of life and

property.
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Sir, I am sorry that my friend, Mr. Chambers, did not appreciate the
‘pcint when Pandit Krishna Kant Malaviya brought an amendment to in-
crease two per cent. statutory standard of profits in their case. However,
I shall not stress this now, but I hope in the light of the assurances given
io us, their difficulties will be minimised, and I am also glad that Govern-
ment have been good enough to accept our amendments wherever possible.
I am really glad, Sir, that the Bill as originally introduced has been
modified in a manner which will be appreciated by every one in the
~country, and people will feel greater confidence in the Government now
~and will feel that they had ng intention to strangle the industries. In fact.
after we had gone through the Budget picfure we were impressed with the
pusition’ as it has arisen as a result of the war conditions, but we hope and
“%rust that as soon as the budgetary position improves and as soon as the
‘war is ovef, we will be able to repeal this law at the earliest possible

anoment. This is all what T have to say. and, with these remarks, I
‘Tesume my seat.

Pandit Krishna Kant Malaviya: Sir, I was opposed to this Bill as it
“was originally introduced in the House, and I want to say that I am
-opposed to it even now, because, Sir, I feel even after all that has been
done to mitigate its rigours, no case has been made out for the imposition
-of this excess profits tax. Even our business expert, Sir Homi Mody,
-although he does not say in so many words that our business and industries
would be crippled, feels even today that the development of our industries
will be hindered. I do not question the motives of the Honourable the
FPinance Member or those of his friends who are piloting this Bill in this
House, but there is a feeling, not only here in thig country,—we of course
‘have no voice here,—but in the Dominions also that the mother country
‘thas been anxious to-stop their industrial development during the war
period. The fear is that the industrial development even in the Dominions
‘might be so great that it would be impossible for the mother country to
find an export trade. Whatever might be the reason behind the piloting
of this measure, the fact remains that we are not yet convinced of the
Tnecessity for imposing this heavy burden on the industries when they
were just expeeting to have some prosperous times after they had met with
great depression for some years. We would certainly have reconciled our-
selves to the imposition of such a tax if, as we had suggested, the revenue
out of this excess profit tax were to be earmarked for the development of
our industries or for the creation and establishment of new industries in
this country. But that was not done. I feel, Sir, thdt the Honourable
the Finance Member was not free. He must have had instructions . . . .

The Honourable Sir Jeremy Raisman: Certainly not.

I entirely repu-
diate any suggestion of that kind.

Pandit Krishna Kant Malaviya: I believe the statement of my Honour-
able friend. I did not want to hurt his feelings, and if I did so, I withdraw
the words and apologise to him. What I meant was that he, not as an
individual or in his personal capacity, but as a Member of the Government,
naturally felt that he wanted money in the conditions that prevail owing
to the war; and he wanted to have extra money in his exchequer to meet
new contingencies that might arise in view of the hostilities prevailing in
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Europe. I did not think, Sir, that he got orders from somewhere &nd he
was going to carry them out in spite of himself, as individual, but as.
Finance Member he had to provide for contingencies that might arise
owing to the prevailing conditions. I would make this difference. How-
ever, the Bill as it has emerged from the Select Committee, is a substantial
improvement on the Bill as it was originally introduced, and I think that
my friends, Mr. Chambers and Mr, Sheehy, deserve the thanks of this
House for making concessions and for giving us certain assurances and for-
trying to be reasonable as far as they could be. But even acknowledging
the fact "that they have bzen reasonable much yet remains to be done.
There has been cool and calm atmosphere during all the iime the debate
has been carried on in this House, we at times felt that it was a dull
House, some people making a few speeches by saying ‘I oppose, I support’;
but there is no gainsaying the fact that the Bill, as it has emerged after-
consideration by this House, has some good things in its favour.

My friend, the Finance Member, referred to the Sindhi merchants.
Naturally they can be called adventurers who at great risks leave the
shores of this country and inhabit far off lands where they do not know-
anybody, and at the risk of their life and property, work hard to add &
little more to our national wealth. Naturally we were and we are anxious:
that they should be given some more concessions as compared to those:
given to traders carrying on business in this country. As pointed out by
the Honourable the Finance Member, they have been granted concessions:
which will go a long way to help them, but still someththg more remains.
to be done for them. For instance, if we could change the definition of &
firm to a different form, it will be a great boon to those friends of ours. who
go and trade in foreign countries. Under section 4A of the Income-tax
‘Act,-a firm is defined to be ‘‘resident in British India unless the control
and management of its affairs is situated wholly without British India”'.

In other words, if only a part of the control and managemert of a firm is
" exercised in British India, it is held to be resident; and even non-resident
or not ordinarily resident partners are taxed on their share of foreign:
incomes. The vague term ‘‘control and management'’ is in actual prac-
tice much misunderstood and misapplied and payment in British India of
allowances to th> dependants of staff and temporary residehce of some
partners have been held to be sufficient to constitute ‘‘control and manage-
ment”. As compared to this picture, the definition of residence is more
favourable to a company which is defined to be ‘‘resident fp; Bptls}:} Indm‘
in any year (a) if the control and management of its sffaird is situated
wholly in British India in that year, or (b) if its income arising in British
India in that year exceeds its income arising without British India in that
- year.

The main distinction between a firm and a company as regards control

"+ and management lies in the fact that in the case of a firm slight exercise
of control and management in British India make a firm resident and
therefore liable on its world income; whereas in the case of a company
although major part of the control and management may be situated in
British India, if only a part of it is exercised abroad the company is
treated as non-resident, and is immune from faxation on foreign inecome.
The difference is this. In case of companies, though ?9.9 per cent. contrpl
is held in India but if one meeting of the board 'of dmcb?m is- held in
TLondon, they are immune from taxnt.ion-on their world income they are
not taxed on their world income, whereas in the case of our traders trading
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An foreign countries, if 99.9 per cent. of their business is controlled outside
-this country and if they pay even the salaries of their employees or their
~dependants here, they are liable to tdxation on their world income. I hope
that my Honourable friend, the Finance Member, and his philosopher,
-friend and guide, pilot of this Bill, Mr. Chambers, will see that this sort of
-distinction is removed, and Sindhi merchants who are trading outside
:should not be taxed on their world income simply because they have to
~engage men here or to keep their families here or to pay the salaries of
-their staff which at times remain here. ‘

The other point to which I wanted to draw the attention of my
Honourable friend, Mr. Chambers, is regarding the production of bocks.
"We have the declaration of Sir James Grigg while he was speaking on the
‘Income-tax Act, but what I want is this. It has been held that the pro-
-duction of books is not necessary. We plead that they should be allowed
to go to the income-tax officer with an affidavit of the profits and loss
-account and that affidavit should be treated as audited accounts. I know
‘there will be loopholes and it might lead to dishonesty and various other
things, but the difficulty in the case of these foreign traders is that they
“have their accounts in Sindhi, a language which is not known to auditors
in foreign countries.- If certificates of income-tax authorities in foreign
.countries could be accepted in lieu of the books, it will go a long way to
‘meeting the degnand of our merchants trading abroad. With these few
-words I resume my seat.

Mr. Lalchand Navalrai: As reference has been made to those who re-
-presented the case of the Sindhi merchants and Indian merchants in general
-trading abroad, I feel it my duty to speak on this motion. The Bill is
-now nearing its completion. I have from the very beginning opposed this

Bill and have said that it should not be passed. Yet I believe in this
.dictum that it is no use crying over spilt milk. I think we should, on the
.contrary, make use of the little milk that has been left for us.

Dr. Sir Ziauddin Ahmad: Milk and honey, both.

_Mr, Lalchand Navalrai: I do not know. It may be honey for you.

‘Dr. Sir Ziauddin Ahmad: For me nothing.

Mr. Lalchand Navalrai: T do not know.

Dr. Sir Ziauddin Ahmad: I will explain.

Mr. Lalchand Navalrai: Now, what we want is that the Act should be
-administered well. The whole responsibility for administering it will lie
.on the lieutenant of the Honourable the Finance Member, Mr. Chambers,
-and the Central Board of Revenue.

An Honourable Member: Mr. Chambers is going.

Mr, Lalchand Navalrai: T am very sorry. Anyway the responsibility
-for administering this Bill in a reasonable manner falls on the Central
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Board of Revenue and Mr. Sheehy has been here helping in the piloting of
this Bill. He has heard what has been said in the House and also knows
the spirit in which these provisions have been passed, and ‘I hope that the
Central Board of Revenue will act according to the spirit in which this Bill
is going to be passed. T hope that instructions will be given to the Excess
Profits Tax Officers that they should not be too greedy to get as much as
they possibly can. The past experience of the income-tax officers has
been a sorry one. They know one thing and only one thing. They do not
care for the public interests. Whether a poor man is going to be assessed
or a rich man is going to be assessed their business is only to get money
and they think—I do not think wrongly—that their promotion depends
upon as much money as they can get for the Central Board of Revenue.
That is a wrong view that they take. I do not say that the Central Board
or the Finance Member wish that, but all the same that is a wrong men-
tality, a vicious mentality. In the case of the Excess Profits Tax which is
a more onerous tax, the officers should show reasonableness and demon-
strate that they are not only for the Govern'nent but for the public as
well. I will start by stating that I thank Mr. Chambers for the courtesy
he has shown in receiving a deputation of Sindhis and understanding and
realising their difficulties. I am also thankful to the Honourable the
Finance Member for showing sympathy towards them, though on the
ground of their being too few their case is condemned. Because they
happen to be few, is not a good ground for refusing relief to them. That
ground does not appeal to me at all. Because they are few it is said they
are negligible, but I do not think that in equity it is a proper view to take
of the case. They went satisfied from here that they have put their case
before the authorities and it is for the Honourable the Finance Member
and his lieutenants to consider it in the best manner they could. I con-
gratulate the Honourable the Finance Member on having excelled his
predecessor. I shall explain what I mean by excelling his predecessor.

Mr, M. S. Aney: Excess profit

Mr. Lalchand Navalrai: That is one, but what I mean is this. I had
been in this House during the time of his predecessor also. I congratulate
my Honoursble friend on so smoothly snd dispassionately piloting this Bill
through the House. There was no hitch or ‘fight, there was nothing.
Quietly he is taking away all the money from our pockets, and without
showing any offence. -

The Honourable Sir Jeremy Raisman: I was not offended.
' 8ir H. P. Mody: He means no harm.

Mr. Lalchand Navalrai: In that sense I should say that he deserves
our congratulations but in taking this excess profit he should not go in
excess. He should tell the Central Board of Revenue not to take the
blood out of the people but to take some blood out of those capitalists
who are fat.

Anyway, Sir, to proceed further, there were two important points in
which the Honourable the Finance Member has yielded. Anywav he
showed no obstinacy in that. He was moved in the Select Committae
Lo some extent and then even in the House at least, with regard to the
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raising of the limit from 30,000 to 86,000, he has yielded. (Interruption.)
He has raised it. This is very well done. Then, Sir, with regard to
extending the scope of section 26 also, with regard to the interests of
small merchants and my Sindi merchants, he has at any rate shown
sympathy and also included them for consideration under section 26 of
the Bill. These are the two important points in which he has given
relief. From that point of view also I must congratulate him. Then,
Sir, coming to the question of the Sindis again, we cannot forget it. We
live in Sind. I eat the salt of Sind. Thev bring money from foreign:
countries. They undergo so many difficulties. = They live there under
very difficult conditions. Our Sind is now very important. Sind will
rule some day. At any rate you have seen how the Ministry is there now..
We have got to the old Talpur days.

Sir H. P. Mody: Your Ministry has not resigned for a whole week!

Mr. Lalchand Navalrai: We have now at the head a Mir, who is =&
ruling race man.

Mr. Deputy Presidént (Mr. Akhil Chandra Datta): We are now in the
third reading stage of the Bill.

Mr. Lalchand Navalrai: By the by, some liveliness is necessary at the
end of this Bill and T think up to 5 o’clock we can carry on. What I
mean to submit is this, that so far as the Sindis are concerned, with
regard to the exchange question that has been disturbing them and that
might come in their way when excess profits tax is levied. With regard
to the exchange question and the exchange difficulties it has been ssid
and an assurapce has been given that the question will be considered by
the Central Board of Revenue under clause 26. If it is done m &
sympathetic manner, certainly it would be doing them some good. But
Sir, when I asked that that option of the exchange should be given to
them; they as I said. were in a better position to show to the Central
Board of Revenue that the exchange that was at the time of the standard
profits may be .detrimental to them:and. the present exchange is favcur-
able to them. That. option has not been given to them but. as that has
not been given [ again say that we must depend upon the sympathy or 1
might call the mercy of the Central Board of Revenue. ,

Then, Sir, with regard to books, ‘th&y have real difficulty gbout the
books. That has not been realised. When the Sind merchants explained
this to me and I believe to Mr. Chambers also, it will be realised that
they have really a difficulty. No one understands that they have %
peculiar script. They don't get- their books wrifter¥by any man ‘who
knows English or French. They take away their own writers from here,
their Mehtas as thev are called. Thev live there for four or five vears
nnd they write the book in their peculiar seript. Though my friend, Sir
Abdoola Haroon, is & communalist in the sense that he is a member of
the Muslim League, vet he keeps a Mehta who is a Hindu. The seript
is such that even he will not be able to read it. That being the difficulty,
even if the Central Board of Revenue sends for the books, they will not
be able to make head or tail of it. Therefore, the best course was to accept
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my amendment that they should be believed on the affidavit or the sole
testimony that they give, because Government can prosecute them for
giving false affidavit.

Mr. Deputy President (Mr Akhll Chandra Datta): The Honourable
Member is going & httla too far.

Mr, Lalchand mwalni Thig is. pertaining to: the Blll I am oound
by what the Chair says but I am now speaking on the Bill itself.: I am
not speakuig of Bind or the Ministry in Sind. "I stopped there. 8o far
as this Bill i concerned, I think I am within ‘my rights but I' will bow
to the ruling of the Chair and if the Chair is anxious, I will finish it soon.

Then with regard to the Indian. industries. The Commerce Member
is looking at me, What I am submitting is this.. If this is really a war.
measure and the money is being realised for war purposes, the articles
should be purchased from India for war purposes and what I am sub-
mitting is this. If there are mo such industries now, the money should
be employed for starting those industries or if the industries are in an
infant stage, the money from this excess profits tax should be utilised in
helpmg those industries. For instance, if they are making small things,
in their infancy they require subsidv. They require some help. Give
them that help from this so that at the time the war is over, we shall
have a substantial advantage from this tax, in the sense that at the time
* when war is over when there will'be no need for ‘the use of this money,
we will have the satisfaction that our industries have been hélped substan-
tially and permsanently. S8ir, I do not want’ to take up any more. time of
the House,’

Mr. A. Aikman: Mr. Deputy Presudent in one of my recent speeches
I said that the Honourable the Finance Member had taken over the
responsibilities of his important office in times of great difficulty. What-
ever may be the tasks that lie ahead of him, I feel sure he will not regard
the Excess Profits Tax Bill as a work of minor importance. I desire to -
offer the cong‘ratulatlons of my Partv to him on its smooth conduct through
this House. No such tribute would be complete which ‘does not inciude
Mr. Sheehy and Mr. Chambers t6 whose talents and .experience as well a8
unfailing assistance and courtesy the House owes a very heavy debt

Mr. Chambers will be leaving us WLthm the next few days and we. wish
him a safe journey and the best of luck in his new appointment.:

As I remsarked on a former occasion this Excess Profits Tax is levxed
in a different manner from' any other tax; it is very difficult to forecast
exactly how it will affect different assessees, Much must depend on the
options offered and the methods “of ° comp&tiﬁg chargéable accounting
period with sta.ndani penod matters very difficult to foresee.

[At this stage, Mr. Premdent (The Honourable Su- Abdur Rahim)
resumed the. Chair.]

My colleague in ‘the Sélect Comn'nttee Mr. Jaraes, and I, therefore,
adopted from the outset in our consideration of all the. 1mportant details
of the Bill the principle of trying to ensire that the incidence of the tax
would fall fairly and equitably on  all =assessees. “The Honourable the
Finance Member has :eo- operated whole- hesrtedly in, ‘this ‘endeavour and
~ven if he has .conceded’ points with this end in view and reduced the
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amount of tax he will receive, he has still cause to congratulate himself
for 1 feel the entire House is of the opinion that the measure is now as
nesrly equitable as can possibly be foreseen at this stage.

Now, Sir, I am not a mathematician like my Honourable friend, Dr.
Sir Ziauddin Ahmad, but I am an accountant of a sort and while I am not
prepared to drrive at results without data I am prepared to recognise the
very material difference which the amendments to certain clauses have
made to the original estimate of the amount of tax the Bill 'would
produce. Consequently, if ever the rate under clause 4 of the Bill has
to be raised, I would like Honourable Members to realise that such rate
would be applied to a very much smaller proportion of the profits of the
businesses concerned than under the original Bill. What I mean is that
75 per cent. under the Bill as it now stands might be equivalent to 50
per cent. a8 it was originally drawn from the point of view of yield of tax
on the cost to the assessee. I feel sure we shall all watch with interest
the financial results to the revenues of this measure.

One small matter of detail, Sir, the Honourable the Finance Member
has made perfectly clear his attitude to new Rule 5 of Schedule I, but I
am sorry that in conceding a point to certain interests under this Rule,
certain forms of finance have been put at a disadvantage. Under this
provision bank finance is put in a better position than other forms of
finance notably, that of managing agencies. I am sorry that my Honour-
able friend, Sir Abdul Halim Ghuznavi, is not present in the House now,
for he accused me of not being sympathetic to Indian banks. I had
hoped, Sir, to point out to him that we have refrained after consideration
from any attempt to disturb the position created by this Rule. I always
think it is a pity that those who have borne the burden of pioneer work
shoyld not be recognised. So, 1 feel that managing agencies were,
therefore, entitled to more considerate treatment for thev have been
financing industry for well over a century, long before banks did so,
when institutions like the Central Bank of India were unthought of and
its distinguished Chairman no more than a gleam in his grandfather’s eye.

Quite apart from this consideration, I feel that the provisions of the
Rule must tend %o encourage methods of finance which cannot but be
regarded as unsound. Well, Sir, T hope in this matter as in other
matters which are bound to transpire as the Act is applied, that the
Government will not-be slow in implementing the assurances given in the
Select Committes, namely, that they will promote any legislation which
is necessary to remedy the shortcomings which may reveal themselves in
the working of the Bill when passed. 8ir, I support the motion.

Dr. Sir Ziauddin Ahmad: Sir, T wish first of all to record our appre-
ciation for the work which Mr. Chambers has done during his two vears
stay in this country. When his appointment was announced, one of the
Parties in the Assembly did not hail the announcement with cheerfulness.
But the experience of the past two years has changed the mind of every
one and I am sure had they been here, they would have joined me in re-
cording their vote of appreciation for all the work that he has done.

T will just tell him a little story which I hope he will carry with him
and relate to his colleagues in the United Kingdom. Once a person cut a
lemon into two and asked another man to squeeze out the juice. I, as an
honest man, first made the attempt and squeezed out as much juice as I
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possibly could and then I gave up the attempt and declared mo inore. juice.
Then came in Mr. James and with the skill and dexterity he posseases,
he began to squeeze it at a proper angle and he got a few more drops out
of it and then he declared ‘no more juice in it’. Then followed Sir Homi
Mody who is accustomed to take out the last drop of blood from out of
the consumers and shareholders and he squeezed out some more drops
from that lemon and, afterwards, he certified that no more juice was
possibie. Then followed a very big wrestler and he managed to take out
severa] drops of juice from that lemon which was certified by three people
as having no juice at all. We were all looking at each other and tried to
find out who that man was and then, afterwards, we found that he was
an Income-tax officer trained by Mr. Chambers.

Before 1 come to the subject matter of this Bill, I also wish to record
our appreciation at the work done by the Honourable the Finance Member
and his colleague Mr. Sheehy whose silent assistance at every stage was
indispensable. We are now closing the drama and the tiger mentioned by
the Honourable the Finance Member not only had the Finance Member
inside, buf the demon also had inside many other persons and in its in-
satiable greed began to bite all persons who stood in its way and I
nappened to be one of the unfortunate victims.

Now, Sir, Sir Homi Mody conceives his ideas very correctly but he
always miscarries them by his wrong arguments. Now, Sir, as regards
Mr. James, he showed good humour in using suitable words for everybody
in his opening speech and had several pleasant hits on that occasion. Now,
Sir, I was reading the debates of a previous year and one speaker, refer-
ring to Mr. James, said: ‘‘He is the de facto leader’’. I am sorry he is
not present in the House. 'I'here was an interruption on this remark, and
one Honourable Member who interrupted said: ‘‘No, not a de facto leader
but self-elected leader.”” That was the remark made on that occasion.
Whatever may have been said on that occasion, I believe that he is a
gentleman and adorable gentleman. Now, Sir, we have heard a number
of speeches from Mr. James. I have heard very humerous speeches from
him and I have heard very serious speeches from him and I bave also
heard very angry speeches from him. He is very humerous when he
wants to gain some points from the Government Benches. He becomes
very strong and serious when he has to disagree on any question with the
Honourable the Home Member and he becomes very angry if his legs are
pulled by some of his friends who are absent today. It was once asked,
which of his speech belonging to these three categories is the best and a
prize was offered to the man who could give the correct answer.

Mr, President (The Honoursble Sir Abdur Rahim): The Honourable
Member is delivering an after-dinner speech.

Dr. Sir Ziauddin Ahmad: So did Mr. James. The person who had
the prize said that his speeches are always the best when he is out of
gear. The runner-up salso had a very good argument. He said: ‘‘He
always has two speeches.”” He called him a double-dealer, because he
has two types of spceches ready, but that is a bad word and can’t be used
on this occasion. Very often, when he ought to be very serious, he
delivers a very humerous speech and vice versa. 2

B



1852 {. LBGISLATIVE ASSEMBLY [20rE Mar. 1040

Mg, Presifent (The Honourable Sir.Abdur Rahim): The Honourable
Member should .devote his attention .to the motion. before. the House.

Dr. Sir Zisuddin Ahmad:, Now, my friend, Sir Abdul Halim
Ghuznayi, is not here: today, so 1 leave him.

Now, Bir, I come to the Bill. I tried several times to put a knife in
the hands of the Finance Member to tear the belly of the tiger under which
both he and myself were being huddled, but he never tried to come out
‘of it and remained inside it all. the time. ) '

Now, Sir, 1 wish to say a few words about my friend, Mr. Lalchand
Navalrai . . . .. .

Mr. President (The Honourable Sir Abdur Rahim): The Honourable
 Member must confine himself to the motion before the House.

Dr. Sir Ziauddin Ahmad: Now, Sir, coming to'the provisions of the
Bill, we tried, at least 1 tried and pressed very hard that-we
ought to modify sub-clause (2) (d ) of clause 6 of the Bill and

should not give away a very large amount of the profits which we have lost
under that sub-cluuse. 1 think it will be very difficult now to modify it even

next year. If, unfortunately, the war conditions continue and if, unfortu-
nately, the Finance Member may require larger amount, then it is impos-
_sible in the future years to modify this particular sub-clause because it
will then be two yeaws old. The only way in which he ean get money in
" future years will be to increase the quantum of the excess profit and
increase it as is done in the United Kingdom from 50 to 60. It will then
rope in smaller people. Now, it was pointed out by one of the speakers,
and I think the Honourable the Commerce Member took note of it, that
those industries which make enormous profits during the war should not give
them away to their shareholders but should keep a part of that amount in
reserve. That is a very good advice and Professor Keynes put the same idea
in another language. He said that we cannot trust these businessmen and
we cannot expect that they will not be able to give larger dividends to the
shareholders. He thougnt that the best way of securing this object would
be to take away the money from them and put it in the custody of the

Government and hand it over to them after the war was over, when the

conditions will not be so lucrative and so good from their point of view.

As we all know, after the war, as happened last time, we will have a

period of depression and nobody can say that there will not be a similar

period of depression after the present. war. Therefore, the suggestion
+idoade by Yhe Commerce Member as, a. practical man and the one given
by Professor Keynes ns o part of his theory of political economy deserve
the consideration of the Government. The Government should see that
those industrics which make enormous profits and from whom we fail to
collect the, amount that we oughtt to have ocollected, ,de not-squander away
their money by giving high dividends. Of course, they should give reason-
able dividends to their sharebolders but they should at the same time keep
something in reserve either with themselves or under the custody of the
Government of India or the Reserve Bank.

Now, 8ir, coming to the other points of the Bill, T am sorry that I
failed my colleagues in the Assembly to induce them to have adifferent

4 PN
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definition of standard profit for the ‘protected industries’; .That is the
definition which I pressed hard, namely, that the amount of profit given
by the Tariff Board ought to be taken to be a standard profit. I drew the
attention of tl:e House several times to the steel industry and also to the
textile industry and 1 pointed out that the consumers of India, over and
above the real price, pay thirty crores per annum to the textile industry
of this country over and above the real price. It was but fair for the Gov-
ernment to take away some portion of this contribution at a time when it
was in great need of money and when money is required for the prosecution
of the war. I am sorry that I failed to assure the Government Members
about the justice and equity of this particular proposal but I-am sure time
will come when people will recognise the wisdom of this suggestion and find
out for themselves that the protection is given only in the interests of the
consumers and in the interests of the smaller industries ‘snid- not in the
interests of the capitalists or shareholders.

Now, Sir, T wish to touch just s few other points in connection with
the Bill. Another very important change—and I consider it to be the
most important change—that we have made in the Bill is to raise the
income-tax level .of the excess profits tax from Rs..30,000 to Rs. 36,000
per annum. This is a great, concession for the smaller industries which will
be highly appreciated. The loss under this head will be' a few lakhs .only
and it is an important change. ° S )

The second important amendment is in regard to clause 26. In new
sub-clause (c) of this clause we have provided -both milk and honey for
. Mr. Lalchand Navalrai which he wanted, milk in the shape of relief to the
capital which cannot be brought to this country and honey in the shape
of relief in the matter of exchange. But I am sorry he paid no fee for
all this. At one time I was sorry that I did not become a Barrister which
I could easily be when I was an  undergraduate at Cambridge. In this
debate I found that a lawyer ‘or:a Barrister can plead on either side with
equal magnanimity, for-his clients. . Thank God I did not take up that
profession. So I speak like an honest man and not pleading for my clients.

. The next important change is the relief to the subsidiary compenies.
At first there was some doubt as to whether the subsidiary companies and
the parent companies. will be charged this tax twice over, but now that
doubt has been ‘removed. B

These are some of the important changes made. It is of course
difficult to visualise the amount of financial loss which will result from
the amendments carried here and in the Select Committtee, but purely
as a guess, I think it will come to approximately three crores in the full
chargeable accounting period and about one crore during the half period,
i.e., 1940-41. It is difficult to estimate the results of the smaller amend-
ments made which can only be visualised by those who are actually in the
‘trade, that is, what industries will be affected and to what extent, e.g.,
the change from September to:February and from February to January.
It is an important change the results of which can be understood only by
those who are benefited.

Sir, we have fought a good deal for the benefit of the various bodies
and sll throughout I have.adopted an attitude, in which I got no support,
of supporting and safeguarding the consumers and small industries. The
Deputy President also stood out for the smaller and nascent industries
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but he also fell a prey to the combination of the bigger people. If he had
not co-operated with these bigger business people and industrialists who
are accustpmed to swallow up the smaller industries he would have been
much better off than he was with them. It is our duty to protect the
smaller industries and though we have succeeded partially, we could have
done much better if we had removed the sub-clause (d) to clause 2 of
clause 6 because that would have helped the smaller industries largely.

Babu Baijnath Bajoria: Thank God you did not succeed in your amend-
ments. ' '

Dr. Sir Ziauddin Ahmad: Now the cat is out of the bag.

In the end I congratulate the persons who piloted the Bill and also
my colleagues who helped to remove the difficulties in its working and
-also the difficulties of those who will be affected by it. Sir, I support the
motion. - ) T

Mr. M. S. Aney: Sir, we have now comeé to the last stage of the Bill.
Most of my friends who have preceded me have paid a well deserved
tribute to the Finance Member as well as to Mr. Chambers and Mr. Sheehy
and I shall not fail in my duty by not expressing my appreciation of all
these three gentlemen who have shown a. very accommodating spirit
during the course of discussion of this Bill .in the House as well as the
deliberations in the Select Committee. I want particularly to say a word
about Mr. Chambers. He has been in this House for the last few years
and he belongs to that class of criminals who commit great offences and
yet succeed in eliciting the admiration and appreciation of the world. He
has committed two major offences. One is the perpetration of the offence
of getting the Income-tax Bill through and-the other is the one which he
is inflicting now. But in spite of these big offences he has succeeded in
securing a good deal of sympathy for himself from this House and I am no
exception to it. It is really a matter of deep regret that the Honourable
Member is leaving this country. 1 should have very much liked that the
working of this Act and the Income-tax Act had been in his hands for some
time more in order that the high principles which he enunciated in this
debate may be properly carried out and permeated through the service
which he would control from his place in the Central Board of Revenue.
.However, as my Honourable friend, Mr. Aikman said, I wish him a safe
journey and a safe voyage and good luek in the new appointment which he
is going to assume

Sir, as regards the Finance Member I will not say much because we
shall perhaps have to deal with him for some longer time yet. I ean only
'say, without being presumptuous, that he has made a very commendable
start and we hope the relations that he has succeeded in establishing in
this House will contintue hereafter and that they will give a very salutary
- tone to the discussions in this House. The bitterness has ‘almost dis-
appeared although his achievements do not give satisfaction to us. After
having said that, I must emphatically state that I am one of those who
have declared our opposition to this Bill on principle; and though'I am
not slow in appreciating the important modifications -that have been
made in the Bill in the Select Committee as well as on the floor of this
House, I must say that certain objections’ which ‘we hdve raised - remain
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practically unanswered there. That being the case, my Group shall have
to oppose this motion. Anyhow, I must say this, that it was mainly left
to my Group to move most of the amendments in this House and the
brunt of the opposition was borne by them. There are now three nom-.
official Groups here—my Honourable friends of the European Group, and
my Honourable friends of the Muslim League Group and ourselves: but
in this Bill we three Groups did not pull together, and though we succeeded
on certain occasions, it was unfortunate that we found ourselves practi-
cally stranded most of the time; and in spite of our trying to make over-
tures to the other Groups, they successfully resisted us all along.

One of the things that struck me most during the course of the.debate
was th'e generous spirit of my Honourable friend, Dr. Sir Ziauddin Ahmad. |
He, with a few of his colleagues, was profuse with liberality and was pre-
pared to offer much more than the Honourable the Finance Member
demanded. When I saw this classical instance of liberality on his part and
the other classical instance of the Finance Member rejecting his offer, I
was reminded of an old incident narrated in Raghuvamsa. The story is
narrated by the great poet, Kalidasa, of a mendicant Brahmin called Kantsa
who went to King Raghu. Kantsa was asked by his preceptor to give him
as his dakshina at the end of his period of tuition 14 crores of muhurs,
because he had taught him 14 branches of learning. He said ‘‘All right,
I will pay you 14 crores.”” Then he was thinking whom he should
approach. He knew there was a very great and liberal king who was
known for his generosity and patronage of learning, of the name of King
Raghu; and he went to him and found that King Raghu had finished a big
sacrifice called the Vishwajit sacrifice which was performed at the end of
his conquest of the world; and one of the things that the conqueror had
to do was that all the wealth owned by him or gathered in world conquest
had to be distributed among worthy people and nothing should be left with
him; and so when he went and saw King Raghu he found that King Raghu
had nothing left except a few earthen pots—not a bit of gold or silver or
any other metal. Then he said to himself what is the use of asking this
man who had nothing left except earthen pots. But King Raghu saw him
and asked him why he had come and he said ‘‘I came for something but
now 1 see you cannot help me and I am therefore returning.” Then King
Raghu said ‘‘No beggar and no worthy Brahmin has ever come to0 my house
and gone back without getting what he wanted. That is the tradition of
my family and so I must know what you want." Then he reluetantly told
the King that he wanted 14 crores of mohurs for his Guru Dakshina. The
King said “‘Never mind; sit down.”” Then he thought he had conquered
all the world and drained it of all its precious metals and whom could he
approach. There was only one person left called Kubera and so he thought
he would go and fight Kubera and get the money. But as soon as Kubera
learnt of this intention of King Raghu he sent a shower of gold on the
house of King Raghu and the house was full of gold and King Raghu sent
for this man and said ‘‘AM this gold is yours. Take it away.”” But the
man said “I only want 14 erores and not 8 pie more.”’ But King Raghu
told him *'T do not want anything for myself: I wanted 14 crores only for
you, but somebody has sent something more: the whole thing is for you
and you take it away.”’ And on this, the poet Kalidasa says:

)  “Janasya Saketanivasinaston

Dwavapya bhutemabhinandyasatwon
Gurupradeyadhikanisprahorthi
Apyarthikamadodhikapradashcha.™

!
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Both the mendicant and the monarch were the subject of praise and
compliments from the whole of the people of Ayodhya, for the beggar was
reluctant to take a pie more than what was asked by his Guru, and the
King was reluctant to retain anything for himself out of what came
voluntarily for the sake of that man. I have found that scene enacted
on the floor of this House. I was reminded of that story . . . . .

Dr. Sir Zianddin Ahmad: T will complete your story later on.

Mr. M. S. Aney: My Honourable'friend, Sir Ziauddin Ahmad, has been
~very generous; but anyhow my friends there do not want a bit more. I
have heard his speech now and he tells some stories and he calculates
that the losses which the Treasury Benghes will incur on account of not
having accepted his suggestions on the one hand, and on the other for
having yielded to the requests of others, will come to three crores. .If that
is 80, I want to know what is left. The Government’s calculations are
that they will get three crores, and if they lose these three crores, the
Government of India are practically left in the same condition in which
we found King Raghu at the beginning and at the end of the above story a
penniless King.

The only other point I would refer to at the end of my speech is this:
I really feel that by putting such a heavy tax upon excess profits of certain
businesses, we are probably creating a situation in which the development
of new industries would be seriously handicapped. I regard this period as
one of .which it should have been possible for the industrialists of this
country to take full advantage and to start on a systematic movement of
establishing new industries and industrialisation of the country as much as
possible. I feel that what should have gone to the reserve to strengthen
old industries and keep {them from demanding protection hereafter and
what should alsg have gone back into the industrial activities in the form
of starting new industries is being absorbed in the Government treasury
and no real vitality is left for the country to enter upon a reguiar era of
new industrialisation hereafter. That is the great difficulty 1 feel and I
think that it means the great wrong. As I am labouring under this appre-
hension which I am afraid notwithstanding all the persuasive eloquence of
my friend, Mr. Chambers, there, and all the serious and well-measured
words of my Honourable friend, the Finance Member, they have not
succeeded in removing from my mind; and so long as I feel like that I
do not think T shall be justified in recording my vote for the Bill before
the House. With these words I oppose the motion on behalf of my Group
and myself. '

Sir Abdul Halim Ghuznavi: 8ir, I was one of those who opposed
this Bill very strongly. ‘As my Honourable friend, the Leader of the
Congress Nationalist Group, has just said, our fear has been and still
remains that the imposition of this tax will hamper the growth of the
Indian industries. There will be a feeling in the minds of those who .
possess money that it is not worth while starting new industries, although
the opportunity is present, because they will feel. that the losses will be
theirs, and if any profit accrues, excess profit ar by any other name one may
call it, that will be regarded.as profit.due to war conditions, and 50 per
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cent. of it Will go to the Government. That was the whole trouble, and
that was why 1 made my speech, and in making that speech I was ex-
pressing the views of all the Indian Chambers in India. We are not
unwilling to give all the assistance we can to the Government in the
successful prosecution of the war, but the only apprehension in our minds
was that if the measure was passed in the manner proposed it might
affect the growth and development of our industries. Sir, in making
my last speech I may have used words which I should not have used,
and I hope Honourable Members of this House will forgive me if T
said anything which I should not have said.

Sir, I will not make a long speech today, but I shall try to finish it
in five minutes. At long last, this Bill is going to be passed, and it will
become the law of the land. I say straightaway that the Indian com-
mercial community will ever remain grateful to the Honourable the Finance
Member for the consideration he has shown them. Both in the Select
Committee stages as well as during the discussion of this Bill in the
House, my friend, the Honourable the Finance Member, has acceded to
many of our amendments and thereby, I am sure, has earned the lasting
gratitude of the people of this country. Then my friend, Mr.
Chambers . . . . .

An Honourable Member: Dr. Sir Ziauddin Ahmad is behind you.
Sir Abdul Halim Ghuznavi: I find Dr. Zisuddin Ahmad is behind me.
Dr. 8ir Ziauddin Ahmad: I am not your back bencher.

Sir Abdul Halim Ghusznavi: Then as I was saying, to my friend, Mr.
Chambers our thanks are due, and let me assure him that we sll regret
_his departure from India. It is not flattery to say that although the two
Bills he piloted were against the wishes of Indians, yet credit must be
given to him for the able manner in which he piloted them. He has
done his very best to meet the wishes of Indians. How far he has
succeeded in achieving the objects of the Bills, it remaing to be seen,
but he is leaving this country when the Income-tax Amendment Act has
just e into operation. We wish he was with us for sometime more
to see how it works in actual practice. In this case, toc, he has done
-everything possible to assist us, and all of us wish him God speed and
good luck We wish himn a long life, and I am sure he will shine as a brilliant
star even in his new sphere of activities. 8ir, once more I thank the
Honourable the Finance Member from the bottom of my heart for the very
great consideration he has shown us in every respect, particularly to me
by accepting my last amendment relating to the shipping industry.

The Honourable Sir Jeremy Raisman: Sir, I find that there has arisen
or accrued to me in the course of this afternoon an excess of tributes of
various kinds for which I am very grateful to my friends, but I feel that
in accordance with the principles of the Bill I car only retain one halfi
I feel sure that the credit for the reasonable spirit which marked  the
progress of the proceedings both in the Select Committee and during.the
consideration in this House is as much due to Honourable Members. who.
have been sssociated in the labour of enacting this measure as to myself,'
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and in particular, I would like to say that my Colleagues on the Select
Committee, and especially those who represented the interests of trade
and industry have rendered me the greatest possible assistance in appre-
ciating exactly where the shoe was likely to pinch

Sardar Sant Singh It may still pinch.

The Honourable Sir Jeremy Raisman: .. ... and in endeavouring
to adjust it. I am afraid it is true, as my friend, Sardar Sant Singh, says;
it may still pinch occasionally or in places, but on the whole it is a much
more comfortable shoe, I think, than it was in the first instance.

My friend, Sir Homi Mody, to whom I am very grateful indeed, not only
for the assistance which he has rendered in these proceedings, but also
for the many "delightful moments in-which we have enjoyed his witticisms,
did himself ‘an injustice. He said at one stage that his reason for sup-
porting the principle of this Bill was that he feared that if he opposed it
or that if the Bill were thrown out, worse might befall him. ¥ think, Sir,
he did himself less than justice. I believe myself that he was actuated
by a deeper and a more conscientious motive and that he felt that in the
circumstances of the country, it was his duty to assist, as he put it,
although with a heavy heart, at his own execution. Well, Sir, he ‘has
at any rate succeedéd in converting what he thought was a knife at his
neck to a knife which will perhaps only scalp or rather take off a thin
epidermis from the top of his head. To that extent, Sir, the tragedy of
the execution has been lightened, and the operation, I trust, has become
one from which he will speedily recover.

Other Honourable Members, particularly on the Select Committee, were
of great assistance at all stages, and I feel that I must reciprocate the
tributes which thev have paid to me. My friends of the European Group,
Mr. James and Mr. Aikman, with their great knowledge and contacts with
‘business.and commerce were exceedingly useful, and have approached this
measure in the spirit in which it should be approached, remembering what.
Mr James mentioned the other day, the background of an Empire at war.

T'hen my friend, Dr. Sir Ziauddin, was in many ways the most valuable
member of the Select Committee, not excluding myself, because when
interests were pulling in different directions, and there was a tendency
to stampede in a direction  which would have taken us a long way from
the Bill, Dr. Sir Ziauddin was there to pull us in the opposite direction
and bring us back to a very serious realisation of what we were after. To
him the principle of the maximum revenue was very vitally present, and
ar the podt said: '

“The mountain sheep were sweeter
But the valley sheep were fatter.
He, therefore, deemed it meeter
To carry off the latter.”

The mountain sheep being the excess profits determined by taking a
higher level of standard income, and the valley sheep being those deter-
mined by taking a lower level of standard profits.

8ir, I feel that T must on this occasion add my tribute to what has been
said about my colleagué and most valued assistant, Mr. Chambers. I am
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in the best position to know the extraordinary value of his work for this
country. It is not merely his high degree of professional competence
which I think I have never seen surpassed in a long period of service in the
revenue departments of Government, but his general brightness, and energy
-of outlook, his courage, and his determination to tackle problems however
knotty and to grasp nettles wherever they might spring up. It is men like
Mr. Chambers who make the high reputation which the administration of
democratic countries, and particularly of Great Britain enjoy,—men who
have before themselves a high ideal of social justice, (in spite of what has
been said on that phrase) and who allow that ideal to pervade all their
daily tasks and to assist them in carrying out their important public duties.
It is with regret deeper than I can say, that I have to dispense with his
services at this stage, and it is only because I recognise that he is being
called to a career in England which I am sure will prove a most brilliant
career, that I acquiesce in his going. I associate rhyself with the good
wishes which many Members of this House have exterded to him.

{Cheers.) .

Well, Sir, I think I have very little to add about the Bill. I would,
however, like to assure my Honourable friend, Mr. Aney, that; on the
best consideration which I have been able to give to the problems which
arise out of this measure, I do not believe that it will be as deterrent to
the expansion of new industries as he fears. In faet, I think that the
introduction of this tax, at this stage of the war, is probably the best way
in which industry could have been brought to face what would have been

an inevitable burden. .

There have been various criticisms about the bringing forward of this tax
at this stage. The procedure taken in the last war has been praised and
again it has been said that the tax might have been put off for a year
or two. In other words, what was offered to me was, jam yesterday, and
jam tomorrow but never jam today. I think in all seriousness that if this
opportunity had been let slip and if six months or so after the outbreak
of war o Budget Session had passed, without the enactment of a measure of
this kind, than the situation would have grown continually more dcubtful
and delicate. Industry, as time went on and as expenditure on defence
became greater and greater—industry and commerce would have been
wondering every day when an excess profits tax was going to be introduced
in this country. It seems to me that it is definitely—I am not jocular-—
it is definitely to their advantage to know from the start that they have
to reckon with another shareholder in the extra profits.

. Sir H. P. Mody: A big shareholder.

The Honourable Sir Jeremy Raisman: It is an advantage not only from
the point of view of the immediate transactions of their business, but also
from the point of view of their long range policy. I think they were
entitled to know at this stage for the purpose of conducting their business
throughout the war—they were entitled to know that an Excess Profits Tax
was going, to be levied as from the beginning of the war and it %ould have
been definitely a serious failure on our part if we had not acquainted them
with our intention at the earliest stage. =~ Now, Sir, having realised that a
tax of this kind is going to be levied concurrently and that the stream of
profits is so to speak to be baled as it passes on, they can now go ahead
with their plans, and T cannot believe that either the established industries
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or the new industries will not be able to respond to the stimulus of war,.
because instead of the prospect of possibly 50 or 60 per cent. they find.
themselves reduced to the prospect of 40 or even 30 per cent. I do not.
believe that the effect of this measure is so to reduce the prizes which will

be available for commerce and industry to compete for, that they will lose

heart in the process. On the contrary, I feel that their knowledge of what.
they will be expected to contribute to the country in time of war—their
definite knowledge of the extent of their contribution at the earliest moment -
will help them in their policies.

I have only one matter more to touch on and that is the question of
administration and the spirit in which this measure will be administered.
To the extent that an important part of the administration of the Act will
now be located at headquarters in that it will fall to the Central Board of.
Revenue to administer certain very important provisions of the Act, I can
agsure the House that that administration will be carried out in a spirit.
which will be tolerant and indeed sympathetic to the growth of industry
and, particularly, of new and pioneer industries. I am myself exceedingly
anxious that everything should be done to encourage industries to take
advantage of the opportunities provided by the war

.....

An Honourable Member: Thank you.

The Honourable Sir Jeremy Ralsman: . . . . . and it was with that im
view that I was very happy to place at the disposal of my Honourable
colleague the funds which could be used for research and pioneer work by
the Board of Industries. In the same spirit I shall myself supervise the
administration of the provisions which have now been included in sectiom
26 of the Act and I hope to be able to secure that no damage will be done
to the sensitive plants which may emerge in the course of the war period.
I would add this. I have been asked for an assurance and I have given
it in the Select Committee and I will repeat it now. If it should be
found that in the working of this measure serious or unwarrantable hard-
ship is caused to types of business, I shall make it my duty to promote
the necessary amendments as soon as possible. With these words, I
commend this highly important measure to the sympathies of the House.

Mr. President (The Honourable Sir Abdur Rahim) : The question is :
“That the Bill. as amended, be passed.”

The motion was adopted.

The Assembly then adjourned till Eleven of the Clock on Thursday, the
21st Mareh, 1940,
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